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Public Finances in Sweden 2006 Foreword

Foreword

The need for an overall presentation of the public sector from a
macroeconomic perspective was put forward in the report
"Utveckling och forbattring av den ekonomiska statistiken (SOU
2002:18)". Statistics Sweden's ambition is to bring together current
data on the finances and development of the public sector into a
single annual report. Public finances in Sweden 2006 is the first issue
which is available in print and at our website www.scb.se.

In Public Finances in Sweden 2006, the most recent data is gathered
from official statistics describing the finances and coverage of the
public sector. The public sector primarily covers the activities and
transfer systems for which the central government, municipalities
and county councils are responsible. The sector's financing and
expenditure, mainly for consumption and transfers, is described
from a macroeconomic perspective.

The book has been produced by the Public Finance Statistics Unit at
Statistics Sweden. The working group consisted of Heather Bergdahl,
Ingegerd Berggren (project leader), Hans Bjorklund, Marie Glanzelius
and Annika Nasvall. Other co-workers of the unit have also partici-
pated in the work. A number of co-workers from Statistics Sweden's
National Accounts Unit and the Economic Analysis Unit at the
Macroeconomics and Prices Department and the Business and
Labour Market Department have also contributed proposals and
material for the book.

We have received constructive views and support during the course
of the work from Statistics Sweden's Programme Council for Macro-
economics and Prices led by Olle Djerf, from Mikael Marelius of the
Swedish National Financial Management Authority and also Klas-
Goran Larsson at the Ministry of Finance. Valuable comments on the
manuscript have also been provided by Sten Hansen, the National
Institute of Economic Research and Stefan Ackerby, the Swedish
Association of Local Authorities and Regions.

Our thanks to all who have helped to bring this work to a conclu-
sion! This is our first yearbook and we intend to further develop it
each year. We hope to receive readers' views and incorporate these
into subsequent versions of the yearbook.

Statistics Sweden February 2006
Gunnel Bengtsson
Heather Bergdahl
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Summary

The structure of the public sector

The public sector in Sweden comprises three subsectors: first, the
central government sector including the Riksdag (the Swedish
Parliament) and governmental authorities, responsible for the pro-
vision of many public services such as police, defence, the judicial
system, infrastructure and national administration; second, the local
government sector including the municipalities and county councils,
responsible for education, care of the elderly and disabled as well as
health care; and third, the old-age pension system. According to the
National Accounts, publicly-owned companies along with those
market activities that municipalities pursue are not included in the
public sector.

The size of the public sector

Measures of the public sector are often expressed in relationship to
the Gross National Product (GDP). In 2004, the public sector's contri-
bution to GDP regarding consumption indicated that the public sector
in Sweden constituted 27 per cent of GDP, a high figure compared
to many other European countries. The public sector in Denmark
and Iceland are comparable in size to that of Sweden. The figures for
France, The Netherlands and Hungary also indicate a large public
sector, all three reporting 24 per cent of GDP. At the other end of the
scale, are European countries such as Greece and Ireland, reporting
17 and 16 per cent of GDP respectively. There are, however, certain
difficulties with these comparisons due to differences in definitions.

The central government budget

The government proposes a budget each year, a decision which is
passed by the Riksdag. The budget provides detailed proposals on
the allocation of government expenditure and revenue to different
areas, depending on the government's priorities. The balance of the
budget reflects the central government's borrowing requirement.
Revenue (raised mostly from taxes) amounted to SEK 694 billion in
2004, which was an increase of SEK 29 billion compared to 2003.
Expenditure for 2004, amounted to SEK 748 billion, which was an
increase of SEK 40 billion compared to 2003. The subsequent deficit
for 2004 contributed to the rise of the central government debt
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which amounted to 49 per cent of GDP at the end of 2004. Recent
figures on the balance of the budget for 2005 indicate a surplus of
SEK 13 billion.

The surplus target for the public sector

A surplus target for the public sector has been passed by the Riksdag
and has been in effect since year 2000. It is expressed in terms of net
lending, which is the balance of total revenue and expenditure.
Figures from each subsector are consolidated and calculated on an
accrual basis by the National Accounts. The target level is a surplus
of 2 per cent, on average, of GDP over the course of a business cycle.
This target level is in accordance with the Stability and growth pact,
which sets out rules for public finances among member states of the
EU. During the period from 2000 to 2004, the surplus level amounted
to an average of 1.7 per cent of GDP.

Total revenue for the public sector in Sweden, raised mostly from
taxes on income, wealth and production, totalled SEK 1 423 billion
in 2004 (55 per cent of GDP). The total tax ratio in Sweden, the sum
of taxes and fees in relation to GDP, has been approximately 50 per
cent since 2002. Total expenditure, on the other hand, totalled SEK

1 397 billion in 2004 (54 per cent of GDP). The largest share of expen-
diture comprised consumption, SEK 706 billion (of which wages
constituted 40 per cent), and transfers, SEK 568 billion (of which 86
per cent is directed towards households). Investments' amounted to
SEK 72 billion and expenditure on interest payments etc. was SEK
51 billion.

' The term, “investments”, is used synonymously with ”gross capital formation”
which is the official term according to ESA95.
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Abbreviations

AP funds
COFOG
EAGGF

EC
EDP
ERDF
ESA
ESF
ESV
EU
Eurostat
FA
FIFG
GDP
GNI
HSL

IMF
KRL

LASS

LFS
LSS

NA

Statistics Sweden

National Pension Funds
Classification of the Functions of Government

European Agricultural Guidance and Guarantee
Fund

European Community

Excessive Deficit Procedure

European Regional Development Fund

European System of National and Regional Accounts
European Social Fund

Swedish National Financial Management Authority
European Union

Statistical Office of the European Communities
Financial Accounts

Financial Instrument for Fisheries Guidance

Gross Domestic Product

Gross National Income

Halso- och sjukvérdslagen (1982:763) (Health and
Medical Services Act)

International Monetary Fund

Lag (1997:614) om kommunal redovisning (Act on
Municipal Accounting)

Lag (1993:389) om assistansersattning (Assistance
Benefit Act)

Labour Force Survey

Lag (1993:387) om stod och service till vissa funk-
tionshindrade (Act concerning Support and Service
for Persons with Certain Functional Impairments)

National Accounts
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NPISH Non-Profit Institutions Serving Households

OECD Organisation for Economic Cooperation and
Development

PPM Premium Pension Authority

RAMS Labour statistics based on administrative sources

RiR Swedish National Audit Office

RS Summary of Accounts for municipalities

SCB Statistics Sweden

SEK Swedish crowns

SKV National Tax Board

SoL Socialtjanstlagen (2001:453) (Social Services Act)

UN United Nations

VAT Value-added tax
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1 Introduction

The aim of this yearbook is to provide an overall picture of the pub-
lic sector from a macroeconomic perspective. In future publications
Statistics Sweden (SCB) will supplement the time series presented
here with the latest available data from the official statistics. Each
year we will provide more detailed information on a special theme.
The focus this year is on net lending. This year we also describe
changes in the following activity areas in greater detail: in central
government activities these areas cover university and university
colleges, and in local government activities, care of the elderly, persons
with functional impairments, health and medical care, as well as
schools, including pre-schooling and school aged child care.

The public sector can be defined in different ways and its size can be
assessed using different measures. The Swedish National Encyclo-
paedia defines the public sector as the activities of the central
government, municipalities and county councils. The term "activity"
comprises also transfers.

The Swedish National Accounts (NA), which provide the basis for
forecasts and assessments of economic policy, follow on the other

hand the detailed definition laid down in the European Council
Regulation (EC No 2223/96).

The definition used when making calculations concerning public
sector finances is obviously of great importance for the data pre-
sented. The data presented in this publication are based on statistics
from different sources which use different delimitations of the
government sector.

In order to explain why the statistics are not always comparable, we
provide explanations and definitions for the specific terms and
concepts used not only in connection with the tables and figures, but
also in the section Subject index, explanation of terms.

The three parts of the book

The first part (Chapters 2-4) gives an overview of what the public
sector covers in different contexts, how it is delimited from other
sectors of society and what determines the scope of the public sector
and distribution of responsibility. A review of indicators for meas-
uring size shows not only how delimitation, but also how choice of
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measuring instrument affects descriptions and analyses of the size
of the public sector. The work on the central government budget, its
central terms, and economic transactions with the EU are also
described.

In the second part (Chapters 5-7), the overall economic activity in
the public sector is described, taking the National Accounts as the
primary starting point.

The third part of the book (Chapters 8-12) presents the finances of
different subsectors in the public sector (central government, muni-
cipality and county council, old-age pension system) and also changes
in publicly financed services (activities).

Reading recommendations

More detailed explanations and descriptions of the statistics which
provide the basis for the reports can be found in the section Facts on
statistics. There are also references to more detailed information on
different statistical sources at www.scb.se.

At the end of some chapters, there are reading recommendations
and references to more detailed reports.

Reading guides

¢ The local government sector covers municipalities, county
councils and regions, as well as municipal associations. The term
"county council" refers to both county councils and regions, i.e.
the regions Viastra Gotalandsregionen and Region Skane are
included under the term county council.

o The latest available information is presented together with its
reference year. In some cases, the data is preliminary and subject
to review. Both constant prices and current prices are used.

e Words and expressions which are explained in more detail in the
section Subject index, explanation of terms are underlined in the
text. When reading the web version, just click on the word to get
its explanation.
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2 Coverage and responsibility

In this Chapter we provide a brief background on how the term “public
sector” can be understood, and what the sector covers. Here we also
describe in overall terms the distribution of responsibility and management
of activities in the public sector.

The public sector is also called the collective sector since all citizens
are affected by its activities and together, via political decisions,
determine what activities are to be provided. However, it is not
possible to unequivocally and definitively distinguish the public
sector from other sectors of society. Both the tasks which are given
to the public sector, as well as how society should be organised to
carry out these tasks vary over time. The public sector can thus be
delimited and defined in a number of different ways. Below we
present an overview of the definitions that occur most frequently in
the official statistics.

The public sector and public authorities

The public sector is divided into three subsectors comprising: the
central government sector (the Riksdag, Government Offices and the
central government authorities), the local government sector (munici-
palities, county councils and regions, and also the municipal associa-
tions), as well as the old-age pension system which in the National
Accounts (NA) is called the social insurance sector.

In NA the public sector’ is defined operationally on the basis of the
sectoral affiliation of the institutional unit. Sectoral affiliation is
determined on the basis of the type of producer and depending on
principal activity and function, which are considered to be indica-
tive of economic behaviour. The public sector is a somewhat broader
concept than public authorities and covers publicly owned units
which are "non-market producers", whilst public authorities only
comprise those activities that are funded out of taxes.

* The term "public sector" is used throughout the publication. The official term
according to the European System of National and Regional Accounts (ESA95) is
"general government".
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In what follows the term "public sector" will be used even though
the figures in certain cases only cover public authorities. Where
appropriate, the figures for the public authorities are reported in the
table section.

Public sector / General government

The public sector includes all institutional units which are "other non-
market producers” and whose output is intended for individual and
collective consumption. The units are mainly financed through
compulsory payments made by units belonging to other sectors and
all institutional units principally engaged in the redistribution of
national income and wealth. The public sector does not include
corporations.

Other sectors
The corporate sector is responsible for production of goods and both
financial + non-financial services sold on markets

The household sector or households, covers all physical persons,
both individuals, as well as groups of individuals (e.g. non-profit
institutions serving households and foundations). The sector includes
consumers as well as sole proprietorships and partnerships which are
market producers.

Source: Statistics Sweden, Meddelande i samordningsfragor for
Sveriges officiella statistik, 2001:2. Statistics Sweden, The National
Accounts 1999-2004. Statistical Report NR 10 SM 0501.

The structure of the public sector

The focus of the public sector on different tasks has developed out of
what is usually called the night watchman minimum focus on basic
provisions, i.e. mainly the legal system and defence, into what is
called the development of the welfare society with substantial ele-
ments of income redistributing transfers during the latter half of the
20th century.

According to the constitution (SFS 1974:152), it is the Riksdag and
the government who have the ultimate responsibility for public
activities and for political decision making — not only in financial
policy but also other policy areas. The distribution of tasks between
the central government, county councils and municipalities concerns
both principles and practical issues: developments in society and the
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distribution of tasks between different parts of the public sector vary
over time.

The activities and services which are supplied by the public sector
are usually classified into:

e collective services , i.e. services such as defence and police,
infrastructure in terms of streets and roads, central government
administration etc.

¢ individual services i.e. services such as education, care, health
and medical care etc.

Most collective services are part of the central government's
responsibility. Up to the middle of the 1950s, the central government
also took responsibility for most public activities. With the
expansion of welfare services, more and more of the responsibility
for individual services such as school, health and medical care was
transferred to the local government level.

Public sector services

The night watchman state

Protection of society and Police, courts and prosecution,

administration of justice treatment of offenders

Defence Military and civil defence, emergency
preparedness

Public services Public and foreign administration, tax,
customs

Welfare services
Education Pre-schooling, school, higher education,
research, study allowances

Care, social security Health and medical care, protection
against infectious diseases, social
security, care of the elderly and persons
with functional impairments, labour
market measures, integration

Culture Art, theatre, cultural issues, recreational
activities, radio, TV etc

Industrial services, Environmental and nature protection,
infrastructure community planning, housing,
commun-

ications, measures concerning energy,
agricultural sciences

Statistics Sweden 19



Coverage and responsibility Public Finances in Sweden 2006

A central principle governing the distribution of tasks in the Swedish
administrative model is that the responsibility for activities and
decisions shall be as close to the people affected by the decision as
possible. Decentralisation also makes it possible to adapt activities to
local conditions.

The current structure of the public sector is however under review.
The government decided in 2003 to appoint a Parliamentary com-
mittee with the mission of reviewing the structure and distribution
of tasks in the organisation of society. The mission covers analysing
and assessing whether the structure and distribution of tasks within
the central government, and also between the central government,
county councils and municipalities needs to be changed (Ansvars-
kommittén, dir. 2003:10. www.sou.gov.se/ansvar).

Management of the public sector

The task of the public sector is ultimately to implement the decisions
which the Riksdag and the government have made and to report
back to the political instances on the degree of success. The Riksdag
and the government decide on the frames for local government
activities, that is what tasks the public sector is obliged to carry out
and what tasks may be carried out in the public sector. The activities
of the public sector are thus regulated by laws and ordinances.

The starting point is the first Article in the Constitution which states
that all public power in Sweden proceeds from the people and should
be based on universal and equal suffrage. The Riksdag, which is the
representative of the people, makes decisions and empowers the
government to implement certain tasks. The government in its turn
then delegates authority in its letter of instructions to the central
government authorities which have the task of carrying out the
decisions.

Municipal autonomy gives the right to raise taxes
According to the Constitution, democracy is to be attained through
municipal autonomy. Local government autonomy means that there
is an independent right within certain limits for municipalities and
county councils to freely determine the organisation of their own
activities. Municipalities and county councils also have the right to
levy taxes to finance their activities.

According to the Local Government Act (1992), the municipalities
and county councils should themselves take care of matters of public
interest. This applies to such activities as are related to the munici-
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pality's or county council's area. A municipality may normally not
take on tasks which the central government or another municipality
or county council is responsible for.

The majority of the tasks in the public sector are regulated in what is
called special legislation e.g. Social Services Act (2001:453), Health
and Medical Services Act (1982:763), Education Act (1985:1100),
Environmental Code (1998:808), Higher Education Act (1992:1434).
A number of special laws are framework laws which are supple-
mented by ordinances and regulations from the government and
government authorities.

Management by goals

During the 1990s the earlier detailed management of public activi-
ties by rules was replaced by what is referred to as management by
goals and objectives. The Riksdag and the government determine
the economic frames for the activities, and follow-up and evaluate
goal attainment. Funds are allocated by the central government
budget towards different tasks to be carried out by the public sector.
This process has been developed and strengthened in recent decades
starting in the latter half of the 1990s with the change in the budget
process and the introduction of explicit budget policy goals and
frames (see Chapter 4).

In connection with the central government grant reform of 1993, the
municipal financing principle was introduced. The principle has not
been laid down in law, but the Riksdag has approved it. It means
essentially that if the central government decides on measures
which directly focus on local government activities, then the
economic effects are to be neutralised by regulating central
government grants.

Membership of the EU imposes requirements

Membership of the EU also imposes certain requirements on public
finances. The EU treaty and the Stability and growth pact require
that all countries should strive to have balance or a surplus in their
finances over a business cycle, as well as attain the goals of gross
debts in accordance with the convergence requirements of the EU
(see Chapter 4).

The finance ministers of the EU adopted general guidelines for econ-
omic policy for the years 2003-2005. The general guidelines focus on
how economic policy, both nationally and at the EU level, can
contribute to achieving the goals of the Lisbon strategy on long-
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term, sustainable growth with full employment. The guidelines thus
include recommendations for the EU as a whole, and for individual
countries. The recommendations given for the public sector in
Sweden are to work on increasing efficiency in the sector, amongst
other things, by improving the conditions for increasing competi-
tion, by promoting "benchmarking” in terms of efficiency in the
public sector, and by making greater use of public procurement.

Reading recommendations :

Government Offices of Sweden, The Lisbon strategy 2004.
www.regeringen.se

SCB. Standard Classification by Institutional Sector 2000, Standard Classification

by Ownership Control. Meddelande i samordningsfragor for Sveriges
officiella statistik. 2001:2.

Related to this section are the following:

Table 6. GDP expenditure approach, Public sector share, current
prices

Table 7. GDP expenditure approach, Public sector share, constant
prices

22 Statistics Sweden



Public Finances in Sweden 2006 The size of the public sector

3 The size of the public sector

In this chapter we present the most common ways of measuring the size of
the public sector. In addition, some comparisons of the size of the public
sector between different countries are presented and discussed.

The size of the public sector can be measured in different ways. For
example, size can be measured by relating income or expenditure of
the public sector to gross domestic product (GDP), by measuring
value-added, or the number of employees.

The different measures each have their own merits, but reservations
can be made against them. The most appropriate measure will
depend on the context. Often the most informative approach is to
use a number of different measures. In what follows, some of the
most important instruments for measuring the size of the public
sector are presented, together with their associated reservations.

Summary of different measures of the size of the public sector 2004.
Per cent

Public authorities' share of total value-added 19
Public sector consumption and investments 30
Employment in public sector exclusive publicly owned companies

(2003) 31
Employment in public sector inclusive publicly owned companies

(2003) 37
Public sector expenditure 54
Public sector income 55
Public sector - financial assets 70
Public sector - financial liabilities 64

The measures are related to GDP, even though the measure itself may not always be a part of
GDP, as described below. Employment is related to total employment in Sweden.

Public sector share of GDP

Part of GDP, which is the sum of value-added in all sectors and
industries, is produced by public authorities. The public authorities'
value-added is equivalent to its contribution to GDP. This contribu-
tion has been between 18 and 20 per cent during the period 1993 to
2004 according to the National Accounts (NA). In 2004 the propor-
tion was 19 per cent. The contribution of the public sector to GDP
consists not only of collective services such as defence and the
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judicial system, but also individual services such as medical care,
child care and education.

The public sector's share of GDP, 1993-2004. Per cent
25

B Local govt. @ Central govt.

20
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Local govt. refers to both municipalities and county councils.
Source: Statistics Sweden (SCB), National Accounts

NA delimits the public sector to covering in principle only the public
authorities. Business activities run under public ownership are not
included. This means, among other things, that public quasi-corpora-
tions such as the Swedish Maritime Administration and the Swedish
Civil Aviation Administration are not included, neither are publicly
owned companies such as Posten (the Swedish Postal Service) and
TeliaSonera. These activities are included in NA as part of the corpo-
rate sector (market producers). In NA there are no figures on how
large a proportion is accounted for by publicly owned companies.
According to Statistics Sweden's business statistics, value-added for
these activities corresponds to 6 per cent of GDP. The public sector's
share of GDP would, according to these statistics, increase from 19
per cent of GDP to at least 25 per cent if publicly owned companies
and public quasi-corporations were included (see Chapter 8).

Another aspect worth mentioning is that the contribution of the
public authorities to GDP at market prices is calculated in a different
way compared with the contribution of the business sector to GDP.
The public authorities' value-added cannot be calculated in market
prices, since these services are not offered on a market. The contrib-
ution of the public authorities to GDP is thus basically calculated
from the expenditure side by salaries paid out and collective fees
with supplements for capital consumption.
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Public sector consumption and investments as a
proportion of GDP

Another way of measuring the size of the public sector is to go from
the expenditure approach and relate the sector's consumption and
investments’ to GDP. GDP from the expenditure approach consists
of a resource side with the total of GDP and imports and a use side
with consumption, investments and exports.

Public sector consumption and investments as a proportion of GDP
1993-2004. Per cent

35

B Local govt.
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Local govt. refers to both municipalities and county councils. The data comprise public
authorities, i.e. activities which are more than 50 per cent financed by fees have been
excluded.

Source: Statistics Sweden (SCB), National Accounts

Public sector consumption and investments were 33 per cent of GDP
in 1993, thereafter the proportion decreased to 29 per cent in 2000.
After 2000, the proportion has increased again and in 2004 was 30
per cent.

Employment in the public sector

Another method often used for measuring the size of the public
sector is to relate employment in the sector to total employment.
This can be done in different ways and with different sources
depending on the aim of the presentation. Employment statistics
from Statistics Sweden's sample surveys such as the Labour Force

’ The term, “investments”, is used synonymously with “gross capital formation”
which is the official term according to ESA95.
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Survey (LFS) provide up-to-date information, whilst not giving the
same level of detail for different groups as the Labour statistics
based on administrative sources (RAMS) used in our presentation

below.

namely November in each year.

Here employment data from Statistics Sweden's Labour statistics
based on administrative sources (RAMS) are compared with the
figures in NA. In RAMS employment in publicly owned companies
can be shown, which is not possible in NA. The definition of
employment in NA differs somewhat from the definition in RAMS.
The most important difference is that NA measures employment as an
average over the year whilst RAMS measures a specific point in time,

Public sector employment according to the National Accounts and

RAMS, 2003

National Accounts

Per cent of Number
total employed

employment
Central government including social security funds 5.6 245100
Local government 25.0 1088 500
Non-profit institutions serving households 25 112 200

Market producers and producers for own final use
Total, whole economy

RAMS

Central government
Municipal administration
County councils

Total public authorities

Public quasi-corporations

Companies and organisations owned by central
government

Companies and organisations owned by local
government

Other public institutions

Total publicly owned companies and organisations

Limited companies, not publicly owned
Other companies, not publicly owned
Other organisations

Total, whole economy

66.8 2890700
100 4 336 500

5.2 214 500
19.8 811 000
5.8 236 300

30.8 1261800

0.1 5700
3.3 136 500
1.9 79 500
0.4 16 300
5.7 238000

51.2 2096 800
7.9 322 500
4.3 175900
100 4095 300

Source: Statistics Sweden (SCB), National Accounts and Labour statistics based on

administrative sources, RAMS
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According to RAMS the proportion employed was 31 per cent in
central government, municipal administration and county councils.
Including public quasi-corporations and companies owned by central
or local government, the proportion amounts to 37 per cent. The
figure of 31 per cent corresponds to the proportion employed in
central and local government according to NA.

The proportion employed in the public sector 1993-2003. Per cent
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45 @ Companies etc.
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The term "companies" in the figure refers to public quasi-corporations and publicly owned
companies.

Source: Statistics Sweden (SCB), Labour statistics based on administrative sources, RAMS

The proportion employed decreased in the public sector during the
years 1993-2000, and thereafter was around 36-37 per cent. This
trend coincides closely with changes in value-added as a proportion
of GDP. In this context, it is worth noting that the reduction in the
proportion is due to both a reduction in the number employed in the
public sector and an increase in the number employed in other sec-
tors. NA also reports the number of hours worked in different
sectors. The public authorities' share of employment becomes a little
lower when measured by number of hours worked instead of
number of employees.

Employment in the public sector is described in more detail in
Chapter 8.
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Public sector expenditure

The size of the public sector can also be measured by relating its
expenditure to GDP. A distinction is made on the one hand between
public sector expenditure on consumption and investments, and on
the other hand transfers and interest payments. Consumption and
investments refer to the expenditure of the sector on its "own"
activities.

It is slightly dubious to relate public expenditure to GDP, since not
everything in the term expenditure is a part of GDP. This applies in
particular to transfers and interest. However, this practice is
established, for example in international contexts where the purpose
is to obtain a measure of the size of the public sector.

Public sector expenditure in relation to GDP 1993-2004. Per cent
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Source: Statistics Sweden (SCB), National Accounts

Expenditure in the public sector has varied between 54 and 56 per
cent in relation to GDP in recent years, after having been around 70
per cent in 1993. As already mentioned, the public sector cannot be
interpreted as consuming more than half of GDP, since a large part
of the expenditures goes back to other sectors, mainly households,
in the form of transfers.

It can be noted that expenditure as a proportion of GDP decreased
in relation to its level in the crisis years at the beginning of the 1990s.
The major part of the reduction originates from transfers. Interest
costs have also decreased during the period. The sum of consump-
tion and investments, on the other hand, is at the same level as in
1993, namely about 30 per cent.
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Public sector expenditure is described in greater detail in Chapter 6.

Public sector income

Income can also be related to GDP, with the same reservation as for
expenditure. Tax revenues, for example, are not only intended for
intermediate consumption in the public sector, but a large part is
paid back to other sectors through the transfer systems.

The largest part of public sector income comes from taxes and social
insurance fees. These accounted for 91 per cent of the sector's income
in 2004. Other income amounted to 9 per cent and covers, amongst
other things, interest income and dividends from public quasi-
corporations and publicly owned companies.

Public sector income in relation to GDP 1993-2004. Per cent
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Source: Statistics Sweden (SCB), National Accounts

Income as a proportion of GDP has decreased between 1993 and
2004, but the reduction is not as large as for expenditure. Income
increased up to 1999. Thereafter there was a reduction from 60 per
cent in 1999 to 55 per cent in 2004.

It is worth pointing out that the size of the public sector in relation
to GDP was nearly as large in 2004, irrespective of studying income
or expenditure. Obviously this is related to the fact that public sector
income and expenditure were close to each other in this specific
year, which has not always been the case in earlier years.

Income in the public sector is presented in greater detail in Chapter 5.
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Financial assets and liabilities of the public sector

The size of the public sector is sometimes given by showing its assets
and liabilities in relation to GDP. The liabilities of the public sector
include the liabilities of central government, local government and
the old-age pension system. There are, however, a number of differ-
ent measures of net financial income; the Ministry of Finance and
the National Institute of Economic Research use definitions different
from those that Statistics Sweden uses in its Financial Accounts
(FA). If the liabilities of the public sector are consolidated, and also
reported in nominal values, this measure corresponds with the gross
debt term which is the basis of one of the convergence requirements
of the EU in the stability and growth pact (see Chapters 4 and 7).

The public sector has large real assets in the form of buildings, roads,
harbours, airports etc. In FA only financial assets are reported.
Financial assets may, for example, be ownership of shares and
bonds, financial claims and the like.

Also the financial assets and liabilities of the public sector can be
related to GDP, even though they themselves are not a part of GDP.

Public sector financial assets and liabilities in relation to GDP
1995-2004. Per cent

Year Assets  Liabilities Net
1995 69 95 -26
1996 73 99 -26
1997 73 97 -23
1998 75 95 -20
1999 74 83 -9
2000 76 77 -1
2001 70 67 3
2002 63 65 -2
2003 67 65 2
2004 70 64 6

Source: Statistics Sweden (SCB), Financial Accounts

Financial assets have varied between 63 and 76 per cent of GDP over
the last decade. Financial liabilities have decreased substantially from
1996, when they were 99 per cent of GDP, to 2004 when they were 64
per cent. This means that the net effect is positive after having been
highly negative in the middle of the 1990s.
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International comparisons of the size of the public
sector

It is difficult, if not impossible, to find data which can enable accurate
comparisons to be made of the size of the public sector between
countries. This is because the sector is defined and delimited in
different ways in different countries. In addition, there are also
differences in how taxation and other systems operate. In Sweden,
for example, there are many transfers that are liable to tax. In other
countries, these transfers may be exempt from tax. If a person pays
tax on sickness benefit, then both public sector income and expend-
iture become greater than if the sickness benefit had been exempt
from tax. It can also be mentioned that there are different rules for tax
deductions and different ways of financing activities in different
countries. These not only influence the size of the public sector, but
also make comparability more difficult. For example, health care
costs can be financed wholly or partly through private insurance
systems. Education costs can also be financed in ways other than
through the public sector.

The size of the public sector in 2004 in certain countries.
Per cent of GDP

Value-added Income Expenditure Consumption
Sweden 19 58 571 27
Denmark 20 57 55 27
France 16 50 53 24
Norway 16 58 46 22
Finland 16 53 51 23
UK 11 41 44 21
Germany 9 43 47 19
EU15 13 45 47 21
USA 11 32 36 16
Japan? 9 30 38 18

1) The data from Eurostat and NA may differ due to revisions and different times for updates.
2) Data from 2002.

Source: Eurostat for EU countries and Norway (update: Jan 24 21:43:12 MET 2006), OECD
for other countries (update: Jan 30 2006)

Despite the difficulties of making comparisons between countries,
data is published by different international organisations. The EU's
statistical office Eurostat publishes data on member countries. In
principle it can be said that the feasibility of making comparisons is
dependent on the extent to which the social systems differ in the
countries to be compared. Thus comparisons between Sweden and
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the other Nordic countries are relatively straightforward. The greater
the difference is between the Swedish social system and the countries
to be compared, the greater degree of difficulty with comparisons.

The public sector's value-added is equivalent to the sector's contribu-
tion to GDP. The sector's contribution to GDP is highest in Denmark.
But the other Nordic countries are close to Denmark. There are other
EU countries which are also close to the Nordic countries, examples
being Hungary and France. Germany has the lowest figure for
value-added in the EU; this is at the same level as countries such as
Japan and South Korea.

Sweden, Denmark and Norway are at the top where it comes to
public sector income in relation to GDP. Taxes and social charges are
the primary source of income for the public sector. France and
Belgium have the highest levels among non-Nordic EU countries.
Lithuania has the lowest level amongst EU countries. Of the "old"
EU countries, Ireland has the lowest proportion. Here it should be
said that the comparisons are difficult. High figures in Sweden are
due, as earlier mentioned, to the large number of public transfers to
households that are charged with tax.

As regards the expenditure of the public sector in relation to GDP,
Sweden is also at a high level, together with Denmark and France.

Public sector consumption should pose fewer problems when
making comparisons, even though there are difficult problems to be
resolved over definitions and delimitations. Sweden is at the top,
closely followed by Denmark. Also France, the Netherlands and
Iceland are quite close to Sweden. Greece and Ireland have the
lowest proportions among EU countries.

The OECD has tried to make calculations to obtain more compara-
tive data on the social expenditure of OECD countries. Some of this
information is provided in the table appendix. The OECD material
shows that social expenditure in Sweden decreases from close to 30
per cent to 26 per cent, when adjustments are made for taxes on
social expenditure and when account is taken of private insurance
etc. Countries such as France and Germany, have somewhat higher
social expenditure if we look at this after adjustments. In the USA
social expenditure is increasing and is slightly less than three per-
centage points below that of Sweden. The calculations and a review
of methods showing the difficulties involved in making internation-
al comparisons are published on the OECD web site.
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Reading recommendations
SCB. The National Accounts 1999-2004. Statistical Report
NR 10 SM 0501

Related to this section are the following:

Table 1. GDP, by type of producer, current prices

Table 2. GDP, by type of producer, constant prices

Table 3. Employment by sector according to RAMS and NA
Table 4. Public sector expenditure, consolidated, current prices
Table 5. Public sector receipts, consolidated, current prices

Table 6. GDP, expenditure approach, Public sector share, current
prices

Table 7 GDP, expenditure approach, Public sector share, constant
prices

Table 13. The size of the public sector in different countries

Table 14. Gross public social expenditure and net total social expendi-
ture in the OECD
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4 The central government budget
and public finances

In this chapter we provide an overall description of the central government
budget and public finances. Three central aspects of importance for financial
policy are reported in greater detail: the central government debt, the
expenditure ceiling as well as the EU.

The budget bill and the central government
budget

In September each year the Riksdag receives the government's pro-
posals for the central government budget. In the budget bill the
government presents its proposals for its guidelines on economic
policy, as well as proposals for budget policy goals and allocation of
expenditure to respective expenditure areas. In addition, proposals
are also submitted for changes to taxes and a forecast for the remain-
ing part of the budget year. The government also submits supple-
mentary budgets during the year.

The proposal for the central government budget is examined in
different committees of the Riksdag. During December the Riksdag
makes its decision, and the government thereby issues letters of
instructions to the authorities for the following year.

Central government budget

The central government budget covers all income and expenditure,
as well as other payments affecting the central government's borrow-
ing requirements in accordance with the Government Budget Act
(1996:1059).

The responsibilities of the public sector are distributed into approxi-
mately 50 policy areas or policy tasks, for example, research policy,
regional policy, industrial policy, education policy and housing
policy. The aim of this distribution is to enable better linkages
between goals, expenditure and outcomes.

The policy areas differ from each other. Some activities for a given
policy area come under one single expenditure area. Other policy
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areas may cover a limited part of an activity or affect a number of
expenditure areas.

Central government budget expenditures

Central government budget expenditures are reported under 27
different expenditure areas. There are a number of appropriations
under each expenditure area. In addition to the expenditure areas,
there are also the borrowing and lending activities of the Swedish
National Debt Office and also a cash flow correction item.

Central government budget expenditure amounted to SEK 748 billion
in 2004, an increase of SEK 40 billion compared with 2003.

The largest expenditure area is financial security for sickness and
handicaps, which accounts for 16 per cent of the total amount. Other
major expenditure areas are the labour market and general grants to
the municipalities and county councils, each of which accounts for
close to 10 per cent.

Central government budget expenditure, outcome 2002-2004.
SEK billions

Expenditure 2002 2003 2004
Expenditure areas 1-27 725 703 741
Cash flow adjustments -46 -7 -3
Swedish National Debt Office net lending 50 12 10

Total central government budget
expenditure etc 729 708 748

Source: Swedish National Financial Management Authority (ESV), Statsbudgetens utfall 2003,
2004

Central government budget income

Income reported in the central government budget is divided into
six types, of which taxes are the largest category. The income types
are in their turn subdivided into approximately 160 revenue
headings. (Municipal taxes paid are also reported in the central
government budget, but they are reported net and offset against
local government tax funds to municipalities and county councils.)

Income according to the central government budget, going to the
national treasury, amounted to SEK 694 billion in 2004. Compared
with 2003 this is an increase of SEK 32 billion, of which tax revenues
increased by SEK 29 billion.

36 Statistics Sweden



Public Finances in Sweden 2006 The central government budget

Central government budget income, outcome 2002—-2004. SEK billions

Income 2002 2003 2004
Taxes etc. 659 608 637
Other income 71 53 57
Total central government budget income 730 662 694

Source: Swedish National Financial Management Authority (ESV), Statsbudgetens utfall 2003,
2004

Reduction of taxes

According to the Government Budget Act, a fundamental principle
is that all accounts in the central government budget shall be
reported gross. This means that income and expenditure shall be
reported gross and separately. Income items shall thus not be
reduced by items which are really central government expenditure.
However, certain deviations from this principle are made and it
appears that such deviations have to some extent become more
frequent and increased in importance in recent years. In technical
terms such items are referred to as reduction of taxes.

In 2004 eight different tax reductions were reported in the central
government budget. Together, they amounted to nearly SEK 10
billion, an increase of 11 per cent compared with 2003. A large part
of the tax reduction was made up of employment support to munici-
palities and county councils amounting to slightly more than SEK 4
billion. During 2004 two new reductions were added: support for
employment of those with long-term sickness, as well as support for
those with protected employment with public employers. The two
reductions amounted to SEK 600 million and SEK 785 million
respectively.

Recording expenditure on the income side is thus not subject to the
expenditure ceiling, which is discussed by the Swedish National
Audit Office (RiR) — an authority under the Riksdag given the task
of examining central government activities. In 2004 the authority
examined the government's provision of employment support to
municipalities and county councils. The report considered that the
support was not formed in accordance with the gross accounting
principles laid down in the Budget Act, neither was it financed
through reallocation of priorities within the framework of the
expenditure ceiling (RiR 2004:26).
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Central government budget balance

The central government budget balance reflects the net cash flows
and, with reverse signs, corresponds to the central government's
borrowing requirements.

Over the last 15 years the budget balance has varied substantially.
During the latter part of the 1990s, Sweden had a budget deficit and
the lowest point was reached in 1993 when the deficit amounted to
close to SEK 250 billion. This was caused by a deep crisis in the
economy at the beginning of the 1990s which led to a weak develop-
ment in tax revenues, at the same time as expenditure for
unemployment among other things increased substantially. Interest
expenditure increased at the same rate as the central government
debt.

After 1993 the budget deficit continued to decrease and by the end
of 1990s and the beginning of 2000, there was a surplus. In 2000 the
budget balance was at its highest, slightly more than SEK 100 billion.
Thereafter the balance decreased between 2002-2004 and became a
deficit. In 2005 the balance once again became a surplus of SEK 13
billion.

Budget balance 1990-2005. SEK billions
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Central government borrowing requirements according to the current definition, the years
1990-1993 are adjusted in accordance with this.

Source: Swedish National Financial Management Authority (ESV), Statsbudgetens utfall 2004.
Swedish National Debt Office (Riksgaldskontoret).

Central government debt

A budget deficit means that the central government needs to borrow
money which generates a liability for the central government, the
central government debt. The central government debt grows as a
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rule when there is a deficit in central government finances and
decreases in those years when there is a surplus and the central
government is able to amortise its loans.

Composition of the central government debt

In Sweden the central government borrows on money and bond
markets or from households. Loans are made mainly through the
Swedish National Debt Office which issues securities in the form of
bonds, treasury bills and derivatives. Borrowing in foreign currency
leads to what is called the foreign currency debt. In 2005, the foreign
currency debt comprised a quarter of total central government debt.

The government has decided that the proportion of loans in foreign
currency should decrease. In the long-term, foreign currency debt as
a proportion of the central government debt should amount to a
maximum of 15 per cent. The reason is that a debt in foreign
currency constitutes a risk for the government, since the Swedish
crown (SEK) can decrease in value in relation to other currencies.
The Swedish National Debt Office considers when it would be
appropriate to repay and amortise such loans in the light of foreign
exchange rates.

The central government debt refers to the unconsolidated debt
which is explained in greater detail below.

Changes in the central government debt and its composition
1970-2005, current prices. SEK billions
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Footnote: The principles for reporting central government debt were changed on January 1,
2003. As of 2003 derivatives are included in central government debt and all debt instruments
are reported in nominal values. Inflation linked bonds are reported in nominal amounts 1994—
1995, and discounted 1996—-2002 .

Source: Swedish National Debt Office (Riksgaldskontoret)
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Different ways of measuring the central government debt
Central government financial assets and liabilities can be measured
in different ways. The term, unconsolidated central government debt,
includes all loans and securities used to finance the central govern-
ment debt, as well as derivatives used to balance the risk associated
with debts. Debt instruments are valued at their nominal redemp-
tion value which is the amount that the central government repays
at the end of the loan period. For inflation linked bonds, the com-
pensation due to inflation is included up to the time when valuation
is made, and the debt in foreign currency is converted to Swedish
crowns (SEK) at current exchange rates. The unconsolidated central
government debt is calculated by the Swedish National Debt Office.

Another way of measuring central government debt is to use the
consolidated central government debt. The debt is calculated using the
same principles as for unconsolidated central government debt, but
with the difference that the central government authorities' owner-
ship of securities issued by the Swedish National Debt Office is
excluded. The consolidated central government debt is, in other
words, a measure of the size of the central government's debts to
external lenders. The consolidated central government debt is
reported each year by the Swedish National Financial Management
Authority (ESV) who prepares figures for the Central Government
Annual Report on commission from the government. The Govern-
ment Communication which is then submitted to the Riksdag is
intended to provide an overall picture of the financial status of the
central government and changes in its economic position.

The public sector’s consolidated gross debt covers all of the public sector.
Here internal debts and claims are also excluded between subsectors
and this measure is often used for international comparisons. It is
this measure which is used in the Maastricht criteria to determine
whether a country is fulfilling the conditions for EMU. The public
sector's consolidated gross debt, the Maastricht debt is calculated by
Statistics Sweden (see Chapter 7).
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Comparison between debt measures in the public sector,
2002-2005, current prices. SEK billions
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Source: Swedish National Financial Management Authority (ESV), Statistics Sweden (SCB),
Swedish National Debt Office (Riksgaldskontoret)

Developments in the central government debt

Between 1975 and 1985, the unconsolidated central government debt
increased to nearly 70 per cent of GDP. The causes were mainly due
to crises in the international oil business and in the Swedish industry.
The high level of subsequent economic activity during the second
half of the 1980s contributed to a reduction in the debt to a level of
45 per cent of Swedish GDP.

At the beginning of the 1990s, the economic crisis contributed to the
central government debt once again increasing. In the middle of the
1990s, the value of the central government debt amounted to about
80 percent of GDP. Since then the central government debt has
decreased so that by the end of 2004 it was 49 per cent in relation to
GDP.
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Unconsolidated central government debt as a proportion of GDP
1950-2004. Per cent
100

) ~ N\
. /) N =
MM/

0 LI L e B B B B

50 53 56 59 62 65 68 71 74 77 80 83 86 89 92 95 98 01 04

Source: Swedish National Debt Office (Riksgaldskontoret)

Budget policy goals

In order to promote credibility and a long-term perspective in eco-
nomic policy, the Riksdag makes decisions on a number of budget
policy goals. The budget policy goals since 1997 have mainly focused
on two overall goals over a number of years, the expenditure ceiling
for the central government, and net lending in the public sector, the
balance goal.

The expenditure ceiling

In 1997 the Riksdag introduced an expenditure ceiling for the central
government. The expenditure ceiling sets a maximum level for cen-
tral government expenditure over a year. The ceiling is determined
by the Riksdag and normally decided on three years in advance. The
aim is to take a long-term view in economic policy and also give the
government and the Riksdag greater control over the development
of central government finances. Amongst other things, the expen-
diture ceiling can prevent temporarily higher revenues being used
to finance permanently higher expenditure. It also prevents situa-
tions from occurring where tax revenues must be increased as a
consequence of shortcomings in expenditure controls.

An expenditure ceiling that has been decided on is normally only
changed for technical reasons (as a result of a decision by the
Riksdag) and is thus fixed for the coming two years. The decision is
not legally binding, but implies a political commitment from the
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government's side to keep central government expenditure below
the expenditure ceiling.

For each expenditure area, an expenditure frame is established.
Possible expenditure increases in the first instance are to be financed
through a corresponding decrease in other expenditures within the
same expenditure area.

Ceiling limited expenditure

Expenditure under the ceiling comprises expenditures of the central
government budget and the old-age pension system. The expendi-
ture covers appropriations and also use of funds saved from the
preceding year. Interest on central government debt (expenditure
area 26) is not included in ceiling limited expenditure. The differ-
rence between the expenditure ceiling decided on and those
expenditures subject to the ceiling is called the budget margin.

The budget bill reports ceiling limited expenditure of a total of SEK
834 billion in 2004, which implies a budget margin of slightly more
than SEK 2 billion. The expenditures subject to the ceiling limitation
have been lower than the expenditure ceiling every year since they
were introduced in 2000.

The expenditure ceiling for the central government, expenditure
subject to the ceiling and budget margins 2000-2004. SEK billions

2000 2001 2002 2003 2004

Expenditure ceiling1 720 746 773 803 836
Expenditures subject to ceiling

outcome’ 715 741 773 800 834
Budget margin 5.0 4.7 0.4 29 24

1) Expenditure ceiling and expenditures subject to ceiling are corrected for technical changes.
Expenditure of the central government and the old-age pension system are given according to
NA and corrected for value-added tax which is included in central government consumption, in
central government investments, and also in grants to local government, and transfers to the
Premium Pension System.

Source: Regeringens proposition 2005/06:1, bilaga 2

The balance goal

Today's balance goal applies as of 2000 and is a budget policy goal
which is linked to the EU requirements for public finances in the
stability pact for member states. The balance goal for Sweden, also
referred to as the surplus target, is decided on by the Swedish
Riksdag. This means that net lending in the public sector, namely
the part of disposable gross income which is neither consumed nor
used as gross capital formation, on average should amount to 2 per
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cent of GDP over a business cycle (see Chapter 7). A surplus may be
lower in a recession in order to maintain household and corporate
income and thereby mitigate the effects of a weak economy. Similarly
a larger surplus at the peak of the business cycle dampens the
economy and thus decreases the risks of increased inflation.

Since the balance goal was introduced, net lending in the public sector
has been higher than the EU average. However, the surplus at the
beginning of year 2000 decreased when the economy weakened.
Between years 2000 and 2004, the surplus in public finances
amounted to 1.7 per cent on average. The average value for the EU
over the period 2000-2004 was minus 1.4 per cent, which repre-
sented a deficit.

Net lending in the public sector as a proportion of GDP compared
with the balance goal 2000-2004. Per cent
6

Surplus target 2 %

2

2000 2001 2002 2003 2004

Source: Statistics Sweden (SCB), National Accounts

Stability and growth pact

By virtue of its membership in the EU, Sweden has also undertaken
to maintain good order in its public finances. This means additional
goals in budget policy.

In the Stability and growth pact, member countries have undertaken
to commit themselves to keeping public finances in close balance or
maintaining a surplus over a business cycle. The pact supplements
the provisions of the EC treaty on monitoring member country econ-
omies as well as the practice of running excessively large deficits.
All member countries are covered by the stability pact, but the rules
are stricter for those countries which have adopted the Euro.
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The stability and convergence programme

The member countries which have adopted the common currency
are required to present so-called stability programmes. Other count-
ries present convergence programmes. The programmes are
updated annually.

In order to show that Sweden fulfills the EU convergence criteria, an
updated convergence programme is submitted to the European
Commission and to the Economic and Financial Affairs Council
(Ecofin) each year. According to the convergence criteria in the EC
treaty the public sector's consolidated gross debt in terms of the
Maastricht definition shall not exceed 60 per cent of GDP and the
deficit in public finances under normal circumstances is not to
exceed 3 per cent of GDP.

The Council of Ministers gives its views on all programmes and
assesses their feasibility. The programmes shall, among other things
contain descriptions of the following in the member countries:

¢ developments to achieve the goals of a surplus in public finances
e expected developments in the indebtedness of the public sector

e economic policy measures taken and planned to support
development towards the attainment of budget goals

The EU budget

Just as Sweden determines its budget, the central government
budget, the EU annually determines its budget, the EU budget. The
annual budget work is based on preliminary proposals from the
Commission on policy priorities, calculations of the Union's needs,
expected income and expenditures. Thereafter the Council scrutini-
ses the proposals before the EU Parliament finally approves the
budget.

The next budget plan for which the Commission has submitted pro-
posals will apply to the period 2007-2013. According to this frame,
activities within the EU in the first instance should focus on compe-
titiveness and coherent, sustainable development, membership of
the union as well as formulating the EU's role as a global partner.

Income of the European Union

EU income in the EU budget is primarily made up of its own so
called funds i.e. membership fees from EU countries. Membership
fees consist of fees based on value-added taxes, agricultural levies,
and fees based on gross national income and customs duties.
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EU income — membership fees from EU countries

Fee-based value-added tax. The fee is charged as a percentage of the
value-added tax base. The fee is based on a forecast for the current
budget year. Subsequently the fee is reviewed in relation to actual
outcomes.

Special agricultural levies and levies on sugar. Within the framework of
the Common Agriculture Policy, special agriculture levies and levies
on sugar are imposed. Income and customs duties go to the
community budget (with the exception of countries' deductions for
administrative costs).

Gross national income (GNI) based fee. The fee is calculated as a
percentage of the member country's gross national income (GNI)
calculated at market prices. The amount paid out is calculated as a
percentage of the Community's overall GNI taking into account
remaining financing needs after other fees have been calculated. GNI
fees are corrected subsequently when the forecasted fee base is
replaced with the actual outcome.

The UK contribution. The UK has been granted a reduction in its fee
which is jointly financed by the other member countries.

Customs duties. In trade with countries outside the EU, customs duties
are imposed in accordance with the common external tariff. Income
goes to the community budget (with the exception of the parts
member countries retain to cover administrative costs).

Sweden's fee to the EU

Due to its membership of the EU, Sweden pays an annual fee to the
EU budget. Sweden is one of the largest net contributors to the EU
since its fee is significantly higher than its return in the form of
grants from the EU.

The explanation as to why Sweden pays more than it receives is
based on the fact that the funds a country receives back from the EU
budget consist mainly of agricultural and regional support. In
Sweden agriculture represents just 2 per cent of the economy. The
differences between richer and poorer regions is also less in Sweden
than in other countries in the EU.

Sweden's fee to the EU amounted in 2004 to SEK 26 billion and
represented 3 per cent of the EU budget in 2004.
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European Union expenditure
Expenditure in the EU budget is divided into seven expenditure
categories. Together they provide the framework for the budget.

Expenditure categories in the EU budget

Category 1 ) The Agricultural fund. The largest part of the grant is made
up of agricultural support. Examples of grants are those for acreage
and animals, and also compensation for forestry and export grants.
These grants are financed by the European Agricultural Guidance and
Guarantee Fund (EAGGF). The agricultural fund also finances
measures under the structural funds (EAGGF) (amounts to about 45
per cent of the EU budget).

Category 2) Structural funds. Two forms of structural support are
obtained from the structural funds, these are regional and labour
market support. The structural funds cover four different funds which
are the European Social Fund (ESF), the European Regional
Development Fund (ERDEF), the Financial Instrument for Fisheries
Guidance (FIFG), the European Agricultural Guidance and Guarantee
Fund (EAGGF) and also the Cohesion Fund (amounts to about 33 per
cent of the EU budget).

Category 3) Internal policy. Covers all expenditure concerning the
internal work of the union such as research, technical development,
culture and the environment (amounts to about 6 per cent of the EU
budget).

Category 4) External actions. Mainly concerns aid (amounts to about 5
per cent of the EU budget).

Category 5) Administrative expenditure. Salaries, translation, premises
and operations (amounts to about 5 per cent of the EU budget).

Category 6) Reserves. Where special needs occur, for example
emergency assistance (amounts to about 0.6 per cent of the EU
budget).

Category 7) Pre-accession strategy. Concerns support for candidate
countries (amounts to about 3 per cent of the EU budget).

Sweden's contributions from the EU

Sweden receives grants mainly from the EU agriculture and structu-
ral funds. The outcome for 2004 amounted to slightly less than SEK
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12 billion. Grants from the EU were SEK 0.5 billion and 4 per cent
lower than 2003.

Grants from EU and fees to the EU in the central government budget,
2000-2004. SEK millions

2000 2001 2002 2003 2004

Fees:

Customs duties 2979 3048 2480 2382 2662
Agricultural levies 312 278 194 175 210
VAT based fees 8 169 7 940 5291 4620 3420
GNI based fees 9 688 9396 12125 10811 18 998
The UK contribution 1147 2610 559 334 273
Total of EU fees 22295 23272 20648 18322 25563
Grants:

EU agricultural fund 7227 7 084 7 641 8 163 8 035
EU fishery fund 91 40 32 34 25
EU regional fund 797 252 1303 1640 1458
EU social fund 696 1039 211 2072 1915
Trans European Networks 196 29 91 69 91
Other grants from the EU 25 41 29 39 31
Total grants from EU etc 9031 8 485 9307 12016 11555

Net flows from the central
government budget to the EU 13263 14787 11341 6306 14008

Source: Swedish National Financial Management Authority (ESV). Underlag till Arsredovisning
for staten 2004

EU activities in the central government budget

The central government budget shows flows from the EU admin-
istered by Swedish authorities. The payments originate from the
European Community's Commission (EC Commission). They are
shown under type of income "grants etc from EU" and are specified
under a number of income headings.

The payments made by the authorities on behalf of the Commission
are reported in relation to appropriations on the expenditure side of
the central government budget under their respective expenditure
areas. Fees to the European Community are presented under
expenditure area 27. Reporting in the central government budget is
on a cash basis.

Reading recommendations:
ESV, The Central Government Annual Report 2004, Stockholm 2005.
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Swedish National Debt Office (RiR), Government debt. www.rgk.se
Regeringen. The Budget Bill for 2006. www .regeringen.se

See also www.eu-upplysningen.se (EU Information Centre)

Related to this section are the following:

Table 17. Central government budget income, current prices

Table 18. Central government budget expenditures per expenditure
area
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5 Public sector financing

In this chapter we present the financing of the public sector where different
types of income and their sources are presented. In addition, we show
income for the subsectors (the central government sector, the local govern-
ment sector and the old-age pension system). We also describe taxes and
social charges and also tax ratios.

The public sector is mainly financed by the citizens themselves
through taxes and fees paid by households and the corporate sector.
Most public sector income is presented in the central government
budget. The central government budget shows income and expend-
iture from a central government perspective and is not intended to
provide an account of the complete financial position of the public
sector. Local government taxes are also reported in the central
government budget, but these are shown net in relation to payments
of local government taxes to municipalities and county councils. The
same applies to the fees paid by citizens into the old-age pension
system (earlier the social insurance sector). As a result, net tax
revenues in the central government budget only cover income which
accrues to the central government (see Chapter 4). In the National
Accounts (NA), the whole of the public sector's finances, the central
government as well as the local government sector and the old-age
pension system are calculated. Each sector is shown on its own as
well as for the whole of the consolidated public sector. The fact that
the data is consolidated means that transfers between different parts
within the public sector have been excluded.

NA reporting covers current income and wealth taxes, taxes on
production and imports, as well as social insurance charges and other
income. Taxes on production and imports are in the first instance
product taxes which are levied on the consumption of certain goods
and services, and include both value-added and energy taxes. Also
other production taxes, which companies are obliged to pay as a
consequence of their production activities, are included among taxes
on production and imports. In NA property tax is calculated as "other
production tax". The taxes are booked at the time the tax liability is
incurred.
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Total income in the public sector amounted in 2004 to SEK 1 423
billion, of which the major part was made up of taxes and fees.

Income in the public sector 1993—-2004, current prices. SEK billions
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Income — and wealth taxes
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Tax on production and impW
400

Social charges
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100
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Source: Statistics Sweden (SCB), National Accounts

In total, tax revenues and social charges amounted to SEK 1 300
billion in 2004. The largest revenues originated from income and
wealth taxes which together account for approximately one third of
public sector income in 2004. In the period 2001-2002 tax revenues
decreased, this was due mainly to decreases in revenues from
capital taxes (capital gains and corporate taxes).

Other income consists not only of interest income mainly from the
return on AP Funds, but also the remitted profits by quasi corpor-
ations and share dividends. This income has decreased from the
middle of the 1990s.

Subsector financing

In NA income is shown for the different subsectors in the public
sector: the central government sector, the local government sector
and the old-age pension system. In this particular presentation of
each separate subsector, the data is not consolidated and thus
transfers between different parts of the sector are shown. Income
shown for the respective subsectors can thus not be summed into
total income for the whole of the public sector, since transactions
between sectors would thus be counted twice.
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Income for the central government, local government and social
insurance sectors/old-age pension system 1993-2004, current prices.
SEK billions
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Up to 1999, parishes in the Swedish Church were included in the local government sector.
Source: Statistics Sweden (SCB), National Accounts

Income for the central government sector increased steadily from
the middle of the 1990s until the end of the decade when the rate of
increase levelled off. However, temporary increases occurred in
central government income 1999-2001 due to capital transfers from
the old-age pension system.

Also income to municipalities and county councils increased from
1994 until the end of the decade but at a slower rate than to the
central government. After 2000, income from the local government
sector once again increased substantially, partly due to grants from
the central government but also as a result of increased tax reven-
ues.

The income for the current old-age pension system (earlier the so-
called social insurance sector) was largely unchanged until the end
of the decade thereafter starting to increase until 2000. The increase
was due to a first-time transfer of savings from the premium pen-
sion fund. During the years after 2000, income to the old-age pen-
sion system has once again remained at a relatively constant level.

Income sources are different for different subsectors

Income to the central government sector consists mainly of produc-
tion taxes and social security charges, whilst the main income for the
local government sector originates from direct taxes in terms of local
government taxes and grants from the central government.
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Municipalities and county councils also receive income in the form
of central government grants. The old-age pension system (earlier
social insurance sector) receives income largely from social charges.
In all subsectors, there is a relatively small part which is "other in-
come", e.g. income from fees, which are paid by those who actually
use the service.

A more detailed account of the subsectors' finances is provided in
Chapters 8-12.

Tax ratio

Often the taxes for the public sector are shown in a country as a tax
ratio. Data from NA on taxes and fees can be related to GDP and a
tax ratio can be calculated. In general the tax ratio is regarded as the
total of taxes and legally compulsory fees in relation to GDP. Changes
in the tax ratio over the years can thus be due both to changes in

taxes and fees, and also changes in the size of and composition of
GDP.

Tax ratio as a per cent of GDP 1993-2003. Per cent
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Source: Statistics Sweden (SCB), National Accounts

From 1993 to 2004 the total tax ratio has increased from about 49 per
cent to 50 per cent. The total tax ratio was, however, higher in years
1996-2001. The total tax ratio consists of the tax ratio for income,
wealth and capital taxes, and amounted to a total of 19 per cent of
GDP 2004, the tax ratio for production and imports amounted to 17
per cent of GDP and for social charges, the tax ratio was 15 per cent
of GDP.
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Taxes and fees

Tax and fee levies needed to finance central government expenditure
are determined by the Riksdag, whilst the municipalities and county
councils themselves have the right to impose municipal and county
council taxes. In many cases it may be difficult to determine exactly
what is a tax, which all citizens are obliged to pay, and what is a fee
for service carried out which only needs to be paid by those using
the service.

Income and wealth taxes

Households account for a large part of the tax revenues of the public
sector. The taxation of physical persons' work and capital income
takes place annually. By means of taxation based on the individual's
income tax returns, the tax administration determines the basis for
levying a tax or fee e.g. income tax, property tax or wealth tax.
Municipalities and county councils themselves decide on the tax
rates as a percentage of taxable earned income, which should apply
to municipal and county council taxes (the municipalities' so-called
right to impose taxes according to the Constitution and the Local
Government Act).

According to taxation in 2005 concerning income in 2004, taxable
earned income for physical persons amounted to SEK 1 328 billion.
Total taxes and fees collected increased by 4.6 per cent to SEK 524
billion.
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Taxes levied etc for income years 2002-2004, physical persons,
current prices, SEK billions

Income year 2002 2003 2004
Taxable earned income 1236.0 1288.3 1328.2
Final taxes, total 470.0 501.1 524.0
Of which
Local government income tax 378.5 403.1 419.8
Central government tax, earned
income 33.1 32.7 34.0
Central government tax, capital
income 24.2 24.7 28.6
Central government property tax 13.4 13.6 14.2
Central government wealth tax 3.8 4.8 5.2
General pension fee 68.1 70.3 721
Burial fees 29 29 3.0
Other taxes and charges 23.3 23.7 24 .4
Tax reduction, total -77.3 -74.6 -77.3

Source: Statistics Sweden (SCB), Tax assessment 2005, OE 21 SM 0601

The largest part, 80 per cent of tax revenues from physical persons is
made up of local government income taxes, whilst central govern-
ment taxes in total amounted to 15 per cent of total final taxes from
physical persons.

According to taxation for legal persons (limited companies, econo-
mic associations et al) taxable income amounted in 2004 to a total of
SEK 266 billion, which was SEK 87 billion more than the year before.
In central government taxes on income, a total of SEK 72 billion was
imposed, of which 96 per cent came from companies. Approximately
SEK 10 billion was collected in property taxes from legal persons.

Taxes on goods and services

Taxes on goods and services concern taxes imposed on production,
consumption and sales of goods and services. They consist not only
of general value-added taxes, which are levied on nearly all turn-
over of goods and services, but also a number of other taxes which
are imposed on specific goods and services, some of which are
selective taxes.
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Taxes on certain goods and services 2002—2004. SEK billions

2002 2003 2004
Value-added tax, net 198.3 205.1 213.2
Energy tax 57.5 58.1 60.5
Alcohol tax 9.7 11.0 10.2
Tobacco tax 8.0 8.2 8.2
Vehicle tax 71 7.7 8.1

Source: Swedish National Financial Management Authority (ESV), Statsbudgetens utfall.

Value-added tax, VAT, (moms) applies to turnover within a country
on goods and services from activities liable to tax. Value-added tax
is charged at each stage of the production and distribution process
on a good or service. The tax is levied on the turnover at each stage
and the unit paying the tax may deduct the tax paid at the earlier
stage. What is left is the tax on the value-added. The total of all
value-added tax levied at all stages is paid by the final consumer.

The value-added tax is a fixed percentage of the tax assessment
basis, i.e. the price before the value-added tax. VAT of 25 per cent is
usually imposed on this amount, but other lower tax rates also occur
e.g. 12 per cent on food and hotel services and 6 per cent on books.
Net income from VAT in 2004 was SEK 213.2 billion, which repre-
sented an increase of 4 per cent over the previous year.

In total the so-called selective taxes provided an income to the
central government of SEK 95.6 billion in 2004. The largest selective
taxes concern energy taxes, taxes on alcohol and tobacco, and also
vehicle tax which together amounted to approximately 90 per cent
of all revenues from selective taxes in 2004.

Reading recommendations:
ESV and SCB. Tax assessment 2005. Statistical Report OE 21 SM 0501.

National Tax Board (Skatteverket). Taxes in Sweden. The Tax Statistical
Yearbook of Sweden 2005. www.skatteverket.se

Related to this section are the following:
Table 5. Public sector receipts, consolidated, current prices.
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6 Public sector expenditure

In this Chapter we present public sector expenditure. The expenditure is
reported in accordance with NA according to a real economic distribution
in consumption, investments, transfers and interest and also by function,
in other words the activity charged by the expenses.

The expenditure presented in the central government budget (see
Chapter 4) only contains central government expenditure. Expend-
itures, for example, for health and medical care, and also social care
in the central government budget are thus just a smaller part of the
total expenditure of the public sector on these functions, since the
larger part shows up in the local government sector. This chapter is
based on the National Accounts (NA), where the whole of the public
sector is presented.

The presentation on income and expenditure of the public sector
based on NA shows the consolidated public sector. Transfers
between different parts within a sector, for example, between the
central and local government, have thus been excluded. Total
expenditure of the public sector in accordance with NA amounted to
SEK 1 397 billion in 2004. Public sector expenditure is distributed by
consumption, investments, transfers and interest payments.

Public sector expenditure 1993-2004, current prices. SEK billions

Year Consumption Investments Transfers Interest Total
1993 454 31 513 90 1087
1994 466 64 480 105 1114
1995 481 68 478 117 1145
1996 504 54 459 119 1136
1997 514 60 450 119 1143
1998 541 42 456 108 1148
1999 569 60 469 99 1199
2000 583 58 476 90 1207
2001 613 64 488 70 1236
2002 657 73 510 77 1318
2003 691 71 552 58 1372
2004 706 72 568 51 1397

Source: Statistics Sweden (SCB), National Accounts
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Public sector expenditure is also distributed by function. Expend-
itures for similar purposes are grouped into functional categories. The
distribution by function, Classification of the Functions of Govern-
ment, COFOG), follows the UN standard for public sector expend-
iture.

Public sector total expenditure 2003 by function. Per cent

Other General public
10% services
14%

Economic affairs
9%

Health and
Medical care

. . 12%
Social protection

42%

Education
13%

Preliminary data. "Other” consists of defence, public order and safety, environmental
protection, housing and community amenities, recreation, culture and religion.

Source: Statistics Sweden (SCB), National Accounts

The largest part of total expenditure is for social protection. Social
protection covers social benefits (both cash benefits and benefits in
kind) for persons and households with specially defined needs, for
instance in the event of sickness and unemployment, persons with
functional impairments, the elderly and others. A large part of
expenditure for the transfer systems are thus included here.

Expenditure on consumption

As described in Chapter 3, expenditure on consumption is frequently
used as a measure of the size of the public sector. Expenditure on
consumption refers to spending on activities provided as a public
service which are financed out of taxes, e.g. medical care and
schooling.
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GDP and public sector consumption expenditure 1993-2004 in current
prices. SEK billions and as percentage of GDP

Year GDP  Consumption Relative to

GDP
1993 1557 454 29 %
1994 1662 466 28 %
1995 1788 481 27 %
1996 1829 504 28 %
1997 1905 514 27 %
1998 1987 541 27 %
1999 2 096 569 27 %
2000 2217 583 26 %
2001 2288 613 27 %
2002 2372 657 28 %
2003 2459 691 28 %
2004 2573 706 27 %

Source: Statistics Sweden (SCB), National Accounts

During the last decade, expenditure on public consumption has
been a relatively stable part of GDP.

Expenditure on consumption is calculated in NA on the basis of data
on production and value-added. Since no market prices apply in the
public sector, production and value-added in this sector are based
primarily on salaries, employer contributions and depreciation. Pro-
duction value, but not value-added, also covers intermediate con-
sumption, i.e. the value of the goods and services used as input in
the production process.

NA also presents what are called social benefits in kind that is bene-
fits which are financed by taxes and directly provided to consumers.
Examples of these are the financing by the county councils of
pharmaceutical products, or the purchase by municipalities of
activities financed out of taxes such as educational places and care of
the elderly. Social benefits in kind have increased by 4 percentage
points in relation to total consumption between 1993 and 2004. In
1993 this amounted to 7 per cent of total consumption expenditure,
and in 2004 the figure was 11 per cent.

The proportion of expenditure on salaries has decreased during the
same period, from 48 per cent of total consumption expenditure to
45 per cent. This reduction coincides with an increase in social bene-
fits in kind and an increase in subcontracting, since publicly
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employed personnel are not used when services are purchased from
other providers.

The proportion intermediate consumption, that is for material and
services which serve as inputs in public production, amounted to 33
per cent in 2004. This means a reduction of 4 percentage points from
1993.

Expenditure on consumption by function

Public sector consumption is dominated by three major areas: health
and medical care, education, and social protection, for example, care
of the elderly and persons with functional impairments. Together
these amounted in 2003 to 70 per cent of public sector expenditure
on consumption. Health and medical care accounted for the largest
proportion, 24 per cent or SEK 148 billion.

The functions of environmental protection as well as housing and
community amenities accounted for the lowest expenditure, approxi-
mately SEK 1 and SEK 4 billion respectively.

Public sector expenditure on consumption by function, 2003. Per cent
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Source: Statistics Sweden (SCB), National Accounts. The data refers in fact to public

authorities, i.e. activities which are more than 50 per cent financed out of fees have been
excluded.
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The functions which account for the largest expenditure — education,
health and medical care — have increased since the beginning of the
1990s. Essentially, this is due to an increase in the number of
admissions to universities and university colleges. The costs of
social protection on the other hand were largely the same in 2003 as
in 1993.

Public expenditure on defence has decreased during the first few
years after 2000. The reduction in expenditure on recreation, culture
and religion in 2000 is due to the fact that the Swedish Church has
been reclassified from the public sector to the household sector as a
consequence of the change in its relationship to the government.

Public sector expenditure on consumption by function, 1993-2003,
constant prices. SEK millions
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Source: Statistics Sweden (SCB), National Accounts. The data refers in fact to public
authorities, i.e. activities which are more than 50 per cent financed out of fees have been
excluded.

Expenditure on investments

Part of public expenditure goes to investments or gross capital
formation. In 2004 this amounted to SEK 72 billion in current prices.
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Gross capital formation refers to the purchase of durable assets such
as buildings and machinery, e.g. schools, hospitals, theatres and
roads.

Gross capital formation in the public sector consists largely of gross
fixed capital formation (acquisition minus sales) but also of
inventories.

Public sector expenditure on gross capital formation 1993-2004,
constant prices. SEK billions
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Source: Statistics Sweden (SCB), National Accounts. The data refers in fact to public
authorities, i.e. activities which are more than 50 per cent financed out of fees have been
excluded.

Gross capital formation remained more or less at the same level in
constant prices in 2004 as in 1993, at the same time as there were
large fluctuations between the years. During 2004, approximately
one third of all gross capital formation related to trade and industrial
issues, where expansion of infrastructure (mainly roads and rail-
ways) took place.

Transfer payments

The public sector plays an important role in the economy through
reallocation of resources. The income which the sector receives
through taxes from other sectors are used not only for consumption
and investments in the public sector, but also go back to the other
sectors, in the first instance, to the household sector. This redistribu-
tion is usually referred to as transfers. Transfers refer to income
transfers which take place without any compensation requirements
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demanded in return. They cover, for example, pensions and child
allowances.

Transfers expressed in relation to GDP provide a view of their size.
It is, however, important to bear in mind that transfers themselves
are not a part of GDP.

GDP and transfers, current prices. SEK billions, and as a percentage
of GDP

Year GDP Transfers Relative to

GDP
1993 1557 513 33 %
1994 1662 480 29 %
1995 1788 478 27 %
1996 1829 459 25 %
1997 1905 450 24 %
1998 1987 456 23 %
1999 2096 469 22 %
2000 2217 476 21 %
2001 2288 488 21 %
2002 2372 510 22 %
2003 2459 552 22 %
2004 2573 568 22 %

Source: Statistics Sweden (SCB), National Accounts

Transfers measured in relation to GDP have decreased during the
last decade. One of the reasons is that at the beginning of the period,
support to the banks was paid out, which meant that transfers to
companies were at a temporarily high level. Transfers to the corpor-
ate sector were close to SEK 130 billion in 1993, and in 2004 were
down to slightly less than SEK 40 billion. But transfers to house-
holds have also changed over time, as is apparent in the following
section.

Transfers to households

Households are completely dominant as recipients of transfers from
the public sector. In 2004 households received 86 per cent of public
sector transfers, whilst companies, for example, received 7 per cent.

Pensions, which are the largest item in transfers to households,
accounted for 49 per cent in 2004 of total transfers to households.
This is an increase of four percentage points from 1993 and does not
include early retirement pensions. Pensions have increased by 45 per
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cent in current prices between 1993 and 2004. In 2003 the guarantee
pension was raised.

Distribution of transfers to households 1993-2004. Per cent
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Transfers in the figure are converted to aggregates which are used e.g. in the Budget Bill
Source: Statistics Sweden (SCB), National Accounts

”Sickness" in the figure also covers early retirement pensions, work
injuries insurance and assistance allowance. These transfers have
increased from 19 per cent of total transfers to households in 1993 to
24 per cent in 2004.

Labour market related transfers have decreased as a proportion of
total transfers from 16 per cent in 1993 to 9 per cent in 2004, which
reflects changes in unemployment. Transfers related to families and
children represent approximately the same proportion of transfers at
the beginning as at the end of the period.

The figure below shows changes from 1993 to 2004 for some transfers
to households. Sickness benefits have increased substantially during
the period and are currently significantly larger than unemployment
benefits for open unemployment. There is a tendency for unemploy-
ment benefits to decrease when sickness benefits increase. Also
economic assistance has a tendency to decrease when sickness
benefits increase.

Assistance allowances are also shown in the figure, since the increase
in relative terms has been very large. Assistance allowance is
currently greater than economic assistance.
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Certain transfers, changes 1993-2004, current prices. SEK billions
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Source: Statistics Sweden (SCB), National Accounts

Transfers from different subsectors

Of the different subsectors in the public sector, the central govern-
ment sector accounts for the majority of transfer expenditure. In
2004, the central government's proportion was 71 per cent. It is thus
worth mentioning in this context that internal transfers within the
public sector are included here, for example, transfers from the
central government to the local government sector.

Transfers from subsectors in the public sector in 2004. SEK millions

Central Local Old-age

government government pension

system

Total 525 589 51513 164 990
to households 292 361 34 723 163 390
to companies 25137 13 344 -
to the old-age pension system 47 867 - -
to the local government sector 124 046 - -
to abroad 36 178 - -
to the central government - 3446 1600

Non-profit institutions serving households, e.g. religious denominations, sports associations
etc are included under the category of households.

Source: Statistics Sweden (SCB), National Accounts

Statistics Sweden 67



Public sector expenditure Public Finances in Sweden 2006

Most of the transfers from central government, 56 per cent, go to
households but the local government sector also receives a fairly large
proportion, 24 per cent. Here general and earmarked central govern-
ment grants are included. Smaller proportions go to the old-age pen-
sion system, companies and abroad.

The largest part of transfers from the old-age pension system goes to
households. Transfers from the local government sector, 67 per cent,
go primarily to households, but companies also receive a relatively
large proportion amounting to 26 per cent.

Interest expenditure

The fourth large expenditure area is interest expenditure, which has
decreased since the end of the 1990s. Expenditure here consists
largely of interest on the central government debt, but also other
interest such as interest subsidies on study loans. In 2004 total
interest expenditure amounted to SEK 51 billion. The main reasons
for decreasing expenditure are lower interest rates and also the
reduction in the central government debt since 1977.

GDP and interest expenditure 1993-2004, current prices. SEK billions
and proportion of GDP as a percentage

Year GDP Interest Relative to

GDP
1993 1557 90 6 %
1994 1662 105 6 %
1995 1788 117 7%
1996 1829 119 7%
1997 1905 119 6 %
1998 1987 108 5%
1999 2 096 99 5%
2000 2217 90 4%
2001 2 288 70 3%
2002 2 372 77 3%
2003 2 459 58 2%
2004 2573 51 2%

Source: Statistics Sweden (SCB), National Accounts
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Reading recommendations:
SCB. Social Protection Expenditure. Statistical Report NR 15 SM 0501.

SCB. National Acounts 1999 - 2004. Statistical Report NR 10 SM 0501.

Related to this section are the following:

Table 4. Public sector expenditure, consolidated, current prices
Table 8. Public sector consumption expenditure by function, current
prices

Table 9. Consumption expenditure of public authorities by function,
constant prices

Table 10. Transfers from public sector to households, current prices
Table 11. Public sector gross fixed capital formation by purpose,
current prices

Table 12. Public gross fixed capital formation by purpose, constant
prices
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7 Net lending

In this Chapter we report net lending, how this is calculated in the
National Accounts (NA) and the Financial Accounts (FA). In addition, a
description is provided of the reporting of net lending and the consolidated
gross debt (Maastricht debt) to the European Commission.

Net lending in the public sector is a target measure in economic
policy. Irrespective of which sector is studied, net lending reflects
whether a sector has borrowed or saved during the period.

Net lending is an important measure in the stability and growth pact
in the EU. All EU countries must regularly report expected and
actual net lending to the EU.

Changes from the 1970s up to the 2000s

Viewed over time, net lending in the public sector has been subject to
substantial fluctuations. The 1970s started with a surplus which
subsequently turned around during the 1980s when expenditure in
the public sector increased appreciably. During the latter half of the
1980s net lending improved. The surplus amounted to 3 per cent of
GDP in 1990 at the peak of the business cycle. The subsequent
economic crisis in the early years of the 1990s led to a substantial
deterioration in public finances and the subsequent deficit
amounted to -11 per cent of GDP in 1993.

The consolidation programme, in place during 1995-1998, and the
economic recovery contributed to transforming the deficit into a sur-
plus of 2 per cent of GDP in 1998. The financial policy framework
has been strengthened through a reform of the budget process with
an expenditure ceiling for the central government and balance
targets for the public sector (see Chapter 4).
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Net lending in the public sector 1980-2004, proportion of GDP. Per
cent
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Source: Statistics Sweden (SCB). National Accounts

Different ways of calculating net lending

Net lending can be calculated in two different ways, both from the
non-financial and also the financial side. When calculating from the
non-financial side, the starting point is the difference between
income and expenditure in the National Accounts (NA). When
calculating from the financial side, net changes in financial assets
minus liabilities is used in the Financial Accounts (FA). Capital gains
are removed from the values, i.e. the price changes mainly on shares
and other securities.

Irrespective of which method is used when calculating net lending,
theoretically the same value should be obtained. Statistics Sweden
calculates net lending from both the non-financial and the financial
sides but for different reasons these values do not correspond to
each other. It is the calculation from the non-financial side, i.e. the
value which NA publishes, which is the official value. The discrep-
ancies between the two methods of calculation are shown in the
figure below.
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Discrepancies between net lending in the public sector according to
the National Accounts and Financial Accounts 1995-2004, current
prices. SEK billions
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There are certain technical differences in the calculation methods. The Financial Accounts are
to a larger extent calculated on an cash flow basis for instance for taxes, compared with the
National Accounts. Also the methods for treating financial derivatives in the old-age pension
system differ somewhat.

Source: Statistics Sweden (SCB), National Accounts and Financial Accounts

The discrepancies between the two methods of calculating net lending
are due to both external factors and technical methods used for
making the calculations. International structural transformation,
globalisation, valuation problems and complicated financial con-
structions contribute significantly to the difficulties of making
measurements.

Total net lending in domestic sectors becomes the balance on the
current account. In order for the calculations to match over the whole
economy, for all sectors, it is often necessary to assign certain items
to a particular sector. In Sweden these items are most often attri-
buted to the non-financial corporate sector.

International demands and comparisons

Net lending for the public sector in Sweden has recently shown
larger fluctuations than in many other countries. One reason for this
is that Sweden has a large public sector in relation to GDP. In many
other countries the public sector is significantly smaller.
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Excessive Deficit Procedure, EDP

Twice a year member countries report to the EC Commission net
lending in the public sector and the consolidated gross debt, also
called the Maastricht debt. This measure is used to determine whether
member states are fulfilling the requirements specified in the
Maastricht Treaty. This assessment is called the Excessive Deficit
Procedure (EDP).

Net lending according to EDP

Net lending according to EDP deviates somewhat from the data in
NA in accordance with the regulatory framework of the European
System of National and Regional Accounts (ESA-95). This is due to
the fact that the effects on interest flows of debt exchange agree-
ments etc are included in EDP but not in ESA.

Net lending in the public sector as proportion of GDP. 2000-2004.
Per cent

Year As per ESA As per EDP
2000 5.0 5.0
2001 26 2.6
2002 -0.5 -0.3
2003 -0.1 0.2
2004 1.3 14

Source: Statistics Sweden (SCB), National Accounts and Financial Accounts

In 2004 net lending was 1.4 per cent of GDP (as per EDP) and 1.3 per
cent of GDP (as per ESA).

A comparison between EU countries shows that in 2004, Greece had
the largest deficit with -6.1 per cent of GDP, whilst Denmark had a
surplus of 2.8 per cent of GDP.

Public sector consolidated gross debt (Maastricht debt)

According to the Treaty of Maastricht, debt reporting in the public
sector is to be in nominal values, and not as in the Financial Accounts
at market value, and it should be consolidated. The fact that the debt
is consolidated means that it has been adjusted for liabilities between
different parts within the public sector. For example, ownership of
central government bonds in the old-age pension system is offset
against the central governments' outstanding liabilities in govern-
ment bonds.
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Development of the consolidated gross debt of the public sector
1994-2004. Per cent of GDP
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Source: Statistics Sweden (SCB), Financial Accounts

The consolidated gross debt (Maastricht debt) at the end of Decem-
ber 2004 amounted to 51.1 per cent of GDP.

Sweden's debt relative to GDP is lower than the EU average, which
for all EU countries (EU-25) is 63.8 per cent and for the Euro Zone
71.3 per cent. Greece, Italy and Belgium have the highest consoli-
dated debts as a proportion of GDP (108.9 per cent, 104.1 per cent
and 94.7 per cent respectively), whilst Estonia and Luxemburg have
the lowest with a debt of 4.4 per cent and 7.5 per cent respectively.
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8 The public sector's structure and
use

In this Chapter we provide an overview of the economy and activities in the
subsectors of the public sector: the central government sector, the local
government sector and the old-age pension system. How citizens use
publicly financed services at different stages of their life is also illustrated.

The public sector can be divided into subsectors in terms of who is
responsible for ensuring that the services decided on by the Riksdag
and the government are also made available to citizens. The subsec-
tors are the central government sector, the local government sector
which consists of municipalities and county councils and regions,
and also the old-age pension system (earlier referred to as the social
insurance sector).

Income and expenditures 2004 for subsectors in the public sector,
current prices, SEK billions
900

O Other
@ Consumption

B Transfers

B Taxes and fees

Income Income Income

Central gvt. Local gvt. Old-age pens. system

Source: Statistics Sweden (SCB), National Accounts

The central government sector is the largest since it includes the
large transfer systems.

In the 1990s major structural changes took place in Swedish society.
Not only were there changes in the distribution of responsibility
between different subsectors, but also EU membership contributed
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to further changes in the Swedish administrative model. Amongst
other things, these changes led to deregulation and liberalisation, as
well as privatisation of central and local government activities.

Activities in subsectors

In contrast to the classification of services and products in terms of
function as used in NA, the central government, municipalities and
county councils usually show their activities according to different
areas of responsibility in the administration. The activities together
form activity areas such as, education, health and medical care, care
of the elderly, culture and recreation, infrastructure and business

activities.

Activities of subsectors

The central
government
Legislation,
central manage-
ment and
administration
Economic policy,
tax collection
Foreign policy,
EU issues
Immigrants,
refugees,
integration
Defence
Police and
judicial system
Financial
security
Higher
education,
research, study
support
Cultural issues
Infrastructure
Labour market
Industry,
agriculture and
forestry

Public quasi
corporations
(Central
government-
owned
companies)

78

Municipalities
Social care
Education (pre-
school, compul-
sory school,
upper secondary
school, adult
education)
Planning and
building
Environmental
and health
protection
Refuse collection
and waste pro-
duct processing
Water and
sewage
Emergency
services, civil
defence
Libraries
Housing
Voluntary tasks
(recreation and
culture, technical
service, supply
of energy, main-
tenance of
streets)
Regional and
public transport
(Municipally
owned compa-
nies)

County
councils
Health and med-
ical care

Dental care
Public transport
Regional
development
Voluntary
activities in
culture, educa-
tion, tourism
(County council
owned compa-
nies)

Old-age pension
system

Income pension
system +
guarantee
pension

Premium

pension system
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From the middle of the 1990s, it has become more common for acti-
vities to be carried out by privately owned companies of different
kinds, whilst financing is still mainly provided through public funds.
Public authorities still have the responsibility for ensuring availabil-
ity to citizens even though activities are purchased from other
providers or production is outsourced.

Employment in the public sector

In Chapter 3, on the size of the public sector, the measure "propor-
tion employed in public authorities" was presented, among others,
as a frequently recurring measure. If the term public sector is expan-
ded to also include publicly owned companies, then around 45 per
cent of the employed were in the public sector in 1993, whilst the
corresponding proportion in 2003 had declined to 37 per cent.

The number of employed persons in the public sector including pub-
licly owned companies and quasi corporations was 1.5 million in
2003. This is a reduction of 10 per cent since 1993, when the number
of employed was 1.7 million. During the same period, the number of
employed in the non-public sector increased by nearly a quarter and
amounted to 2.6 million in 2003. A large part of the increase (8 per-
centage points) took place in 1993-1995.

Employed persons in different parts of the public sector 2003.
Per cent

Central gvt.
owned Others
companies and / 1%
public quasi

corporations

Central
government
administration ™~
14%

Local gvt. owned
companies
5%

Municipalities
55%

County councils
16%

Source: Statistics Sweden (SCB), Labour market statistics based on administrative sources,
RAMS
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The majority of publicly employed persons are in the municipalities.
The number of employed in municipalities and county councils,
including local government owned companies, together account for
three quarters of the employed in the public sector.

The financial status of publicly owned companies

The finances and activities of publicly owned companies are reported
in general, and in NA, in connection with other market producers
since they produce for a market. If we take into account ownership
relations, then the public owner — the central government, munici-
pality or county council — has a vital influence on the activity. For
this reason, publicly owned companies can also be said to be a part
of the public sector.

As previously mentioned NA uses a narrow definition of the public
sector by classifying publicly owned companies and utilities under
market producers. Publicly owned companies account for quite a
significant proportion of GDP. According to RAMS they represent 5
per cent of employment in the country.

There are both central government owned companies as well as
local government owned companies. Central government owned
companies dominate and they account for about two thirds of pub-
licly owned companies in terms of both value-added and employ-
ment. The central government owns about 60 companies, of which
the largest is Posten (Swedish Postal Services). According to the
company's web site, Posten had about 36,000 employees in 2004, of
which the majority was in Sweden.

There are publicly owned companies both in the county council
sector and in the municipal sector. Many of the largest county
council owned companies are large hospitals. Amongst local
government owned companies, the majority are in energy, transport
and real estate.

Municipalities and county councils vary in the extent to which they
form companies. The municipality of Goteborg owned 66 companies
in 2004, whilst a number of municipalities owned no companies at
all. Amongst county councils, Stockholm county council owned a
total of 18 companies, whilst 3 other county councils owned only 1
transport company each.
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The use of public services

Public services are available for all, but the extent to which they are
used depends on the individual's actual life situation. Public services
such as defence and the judicial system, administration and infra-
structure may be said to benefit all inhabitants equally and the use
of such services is difficult to relate to specific individuals.

Individual services, on the other hand, may benefit private individ-
uals to varying degrees during different periods of their life or in
connection with different events, such as sickness or unemployment.
Similarly individuals, depending on their life situation, make
varying use of the redistribution effects of the transfer of resources.

In the same way the contributions of inhabitants to the public sector,
for example, through payment of taxes and social charges vary
during the different stages of life.

The figure below illustrates how the more substantial individual
services and transfers are distributed on average amongst inhabi-
tants grouped by age. Collective services are not included, neither
are services and transfers directed to households, for example, eco-
nomic assistance and housing allowances. The services and transfers
included are:

e education covering preschool and school-age childcare, compul-
sory school, upper secondary school, municipal adult education,
university and university colleges and also study grants

e medical care and also sickness benefit, and sickness and activity
compensation

¢ unemployment benefit and parental allowances

e care of the elderly and general pensions
The contributions of inhabitants to public sector activities here cover
direct taxes (income taxes, tax on capital, wealth and property taxes),

social charges and also VAT payments, tax on tobacco, alcohol and
vehicles.
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Certain public individual services and transfers and taxes paid etc.
Distribution of costs in SEK / inhabitant by age categories. Conditions
in 2004
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Care of elderly
Sickness, benefit, sickness,
activity unemployment comp.
2000 +
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pension

Child allow, pre
school, study ]
grants, education
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Social fees
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The data is presented in SEK per inhabitant for different age categories.

Sources: From Statistics Sweden’s income statistics, data on income is obtained for five-year
categories from sickness benefit, sickness and activity compensation, employment benefit,
child allowance, parental insurance and expenditure in terms of income taxes. Total data from
the official statistics on costs for care of the elderly, health and medical care, and education in
different forms have been allocated to age categories by statistics on participants/users of
different ages. Total data on VAT payments and selective taxes have been allocated to age
classes by using data from Statistics Sweden’s Household surveys. Total data on social fees
have been allocated in accordance with statistics on employment by different age categories.

From the figure, it is apparent that the inhabitants making greatest
use of welfare services and transfer systems are those in the lower
and higher age brackets, whilst the largest contributions to the pub-
lic sector are made by people of working age. This figure showing
conditions at the beginning of 2000 differs very little from the
situation of 30 years ago.
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The tax and transfer systems and different forms of publicly financed
activities thus redistribute economic resources in society. This re-
distribution takes place not only from one individual to another, but
also from one and the same individual over a life cycle. According to
the analyses made by the Long-term Investigation 2003 (Langtids-
utredningen SOU 2003:110), slightly more than 80 per cent of all
transfers and subsidies are self-financed, that is they are paid out of
the individual's own taxes and fees at some point during their life.
Only 18 per cent of the redistribution which takes place via taxes
and fees and public consumption and transfers is a genuine
redistribution between individuals.

Related to this section are the following:
Table 3. Employment by sector according to RAMS and NA
Table 4. Public sector expenditure, consolidated
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9 The central government sector

In this Chapter we present central government activities based on the
annual report of the central government. In addition we provide an
overview of activities run by the central government sector, and describe
changes that have taken place in universities and university colleges in
greater detail. In the first instance we use statistics obtained from the
annual accounts respective operating and activity reports.

The annual report of the central government will be our starting
point in conveying the finances of central government activities. The
figures in this Chapter differ from those presented in earlier chap-
ters due to different delimitations and methods of calculation.

According to the Government Budget Act (1996:1059) the govern-
ment is obliged to provide an annual report over its activities to the
Riksdag in connection with the Spring Budget Bill.

The consolidated income statement for the central government
2003-2004, current prices. SEK billions

2003 2004
Total income 857.3 902.4
Of which, taxes 796.6 838.6
Total expenditures -867.1 -901.8
Of which transfers -697.3 -725.4
Of which central government activities -169.8 -176.4
Remitted profits from shares in subsidiaries and
associated companies 17.5 26.3
Total financial items -26.6 -43.7
Of which net expense for central government debt -34.6 -48.8
Net income (deficit) -19.0 -16.8

The annual report covers the government authorities, including public quasi corporations,
under the Riksdag and the government, as well as the funds reported by the authorities. In
addition, social insurance offices are included even though they were regarded as one single
government authority first in 2005 (prior to 2005 the social insurance offices were regarded as
independent legal entities under public administration). The capital fund of the Riksbank is
included. The old-age pension system is not included.

Source: Central Government Annual Report 2004. Regeringens skrivelse 2004/05:102.
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According to the annual report for 2004, total central government
income amounted to SEK 902.4 billion and total expenditures to SEK
901.8 billion. The largest income was from taxes etc amounting to
SEK 838.6 billion, which was SEK 42 billion more than the year
before. The largest expenditure items were for transfers from the
central government which amounted to a total of SEK 725.4 billion
in 2004.

In summary the income statement for the central government showed
a deficit for 2004 of SEK 16.8 billion, which was nevertheless an
improvement of SEK 2 billion compared with 2003. The deficit can
be related primarily to financial items, consisting mainly of net
expenses of SEK 48.8 billion for the central government debt.

Remitted profits from shares in subsidiaries and associated companies
amounted to SEK 26.3 billion in 2004. Of the contribution from the
shares in subsidiaries of SEK 20.4 billion in 2004, the major part was
contributed by Vattenfall AB, SEK 11.8 billion. Of the profits from
shares in associated companies, totalling SEK 5.9 billion, TeliaSonera
AB accounted for nearly the whole of the surplus. Of the increase
from 2003, the improvement in profits is mainly attributable to
Vattenfall AB (SEK 2.7 billion), TeliaSonera (SEK 1.7 billion) and
Posten AB (SEK 1.5 billion).

The activities of the central government

Expenditures on central government activities mainly cover operating
expenditures for the central government authorities, i.e. expenditures
for personnel, premises, depreciation and other operating expend-
itures. In total, expenditures on central government activities
amounted to SEK 176.4 billion in 2004 which represented an increase
of SEK 6.6 billion over the year before. The expenditures on central
government activities have increased by a total of SEK 16 billion (10
per cent) since 2000.
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Expenditures on central government activities 2004. Per cent
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Source: Central Government Annual Report 2004, Regeringens skrivelse 2004/05:101.

Expenditure on personnel was the largest expenditure item among
central government activities and accounted for half of all expend-
itures in 2004.

Universities and university colleges

The largest central government activity in relation to the number of
employees is that of universities and university colleges. The num-
ber of employees at universities and university colleges comprises a
quarter of all central government employees. Since the middle of the
20th century, higher education in Sweden has been expanded. The
expansion in undergraduate education took place mainly during the
1960s and 1990s. As a result of the reform of higher education in
1993 for undergraduate education, central government control has
decreased, and decision making in important areas has also been
decentralised.

The finances of universities and university colleges
Expenditures on activities at universities and university colleges were
SEK 44.7 billion in 2004, which corresponds to 1.76 per cent of GDP.
This was a somewhat lower proportion than the previous year, but
the same share as in 2002. Expenditure on personnel for universities
and university colleges is the largest expenditure category, amounting
to slightly more than 60 per cent of total expenditures.
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Total income for universities and university colleges in 2004 was
SEK 44.2 billion. Slightly more than half goes to research and postgra-
duate education, and 47 per cent to undergraduate education. Close
to two thirds of university and university college education is
financed by central government appropriations granted directly to
the institutions. In addition, income was received from other central
government authorities, for example "The Science Research Council”
(Vetenskapsradet) and other public funders such as municipalities
and county councils, and research foundations established with
funds from the wage earner funds.

Financing of undergraduate education and research and post-
graduate education 2004. SEK billions
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Source: Universitet och hdgskolor. Hogskoleverkets arsrapport 2005:26

In total, universities and university colleges showed a deficit of SEK
564 million in 2004. Of the deficit, SEK 97 million can be attributed
to undergraduate education, whilst SEK 478 million originates from
postgraduate education and research. This is the fourth consecutive
year where the net income of the sector has been negative, and

university and university college capital has decreased from SEK 3.3
to 2.8 billion.

Personnel

In 2004, 63 600 persons were employed at universities and univer-
sity colleges in Sweden. This corresponds to 52 300 annual full-time
equivalents, representing a decrease of 1.5 per cent compared with
2003. During 2004 the number of employees in higher education
decreased for the first time since 1990. Both research and teaching
personnel make up 40 per cent of higher education personnel, and in
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this group, assistant lecturers and lecturers are the largest categories.
The number of students per teacher, of teaching and research mem-
bers of staff, has increased in recent years. In 2004 there were almost
13 annual full-time equivalent students for each annual full-time
teaching and research member of staff. This relationship, however,
varies from institution to institution and from subject area to subject
area.

Undergraduate education

The number of students in undergraduate education has increased
commensurate with the expansion of universities and university
colleges. Reform of higher education in 1977 meant that the number
of students increased substantially as a result of the transfer of some
education programmes to the higher education sector — these
included, amongst others, teacher training and preschool teaching
programmes, nursing programmes, education programmes at
schools of social studies, and also sports programmes.

Number of students in undergraduate education at universities and
university colleges autumn terms 1945-2004
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Source: Universitet och hdgskolor, Hoégskoleverkets arsrapport 2005:26

In academic year 2003 /04, the number of admissions to universities
and university colleges was 83 300, which similar to the previous
year represented the highest number ever. This figure, however,
includes about 15 per cent guest students, i.e. students who through
exchange programmes or on their own initiative applied to study in
Sweden. Amongst admissions, 58 per cent were women and 42 per
cent men. Slightly less than half of these were aged 21 or younger.
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The expansion of universities and university colleges is also reflected
in the number of persons graduating with degrees and the number
of degrees awarded. In ten years the number of degrees awarded
has increased by slightly more than 50 per cent and in academic year
2003/04, the number was 52 300. The number of degrees awarded,
however, is not equal to the number of persons receiving degrees
nor the number of new degrees awarded. Many students take more
than one degree and the number taking two degrees has increased
in recent years. In academic year 2003/04, the number of persons
receiving a degree for the first time was 38 700, close to 5 per cent
more than the previous academic year.

Postgraduate education

The rapid expansion in undergraduate education also has its
counterpart in postgraduate education. Postgraduate education
today is based on the 1969 reform of postgraduate education, when a
four-year doctor's degree replaced the earlier licentiate degree and
doctorate.

After a moderate increase in the number of degrees during the
1980s, the number of degrees doubled during the 1990s.

Number of postgraduate degrees academic years 1945/46 — 2003/04
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Source: Universitet och hdgskolor, Hogskoleverkets arsrapport 2005:26

The rapid upturn in the number of licentiate degrees around 1970 is
due to the fact that this was the last year this degree could be taken
as a result of the 1969 reform of postgraduate education. The new
licentiate degree was introduced as of academic year 1981/82.
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During 2004 slightly more than 2 900 persons began postgraduate
education, which was a reduction of 25 per cent compared with the
year before and a return to the level observed at the end of the
1990s. In 2004 for the first time, more women than men started a
postgraduate programme (1 480 women compared with 1 460 men).

Reading recommendations:

Government Offices of Sweden. The Swedish Government Offices Yearbook
2004. Stockholm 2005.

Government Offices of Sweden. Central Government Annual Report 2004.
Regeringens skrivelse 2004 /05:101.

SCB. National Accounts 1999 - 2004. Statistical Report NR 10 SM 0501.
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10 The finances of the local
government sector

In this Chapter we provide an overview of the finances and conditions for
activities in the local government sector. A presentation of pension
liabilities and a more detailed description of the local government financial
equalisation system are presented.

The local government sector covers the activities which municipali-
ties, county councils, municipal associations and municipally owned
non-commercial organisations run or are responsible for. Up until
1999, parishes and associations in the Swedish Church were included
in the local government sector. In some contexts, local government
companies are also included in the public sector, even though they
are reported in the National Accounts (NA) under market pro-
ducers.

The organisational division into municipalities and county councils
has changed over time. In 1962 the Riksdag took a decision on a
major reorganisational reform. The aim of the reform was a signifi-
cant reduction in the number of municipalities. The decision resulted
in a staged reduction from more than 1 000 municipalities to 277 in
1977. Following this, some new municipalities have been split up so
that in 2005 there were a total of 290 municipalities. In addition, in
the same year there were 18 county councils and 2 regions.

Structural changes

A major reallocation of areas of responsibility between municipali-
ties and county councils, and the central government took place
during the 1990s. Municipalisation of the schools in 1991 was the
largest reallocation of responsibility from the central government to
the local government sector. The most comprehensive transfer of
activities from county councils to municipalities took place in care of
the elderly and disabled persons through the Elderly Reform in 1992.
In the middle of the 1990s the municipalities also took over responsi-
bility for care of those with learning disabilities and also the cost
responsibility for patients whose medical treatment in psychiatric
care was considered to be complete. In 1994, the municipalities were
given greater responsibility for providing support and service to
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persons with certain functional impairments. During the same
period, in the provision of education of health and medical care,
there was also a transfer of responsibility from county councils. The
central government took over responsibilities within higher
education and municipalities within upper secondary educational
programmes.

Incorporation of local government activities

During the 1990s many municipalities and county councils trans-
ferred activities, which earlier had been carried out under municipal
auspices, to companies/corporations. In municipalities this was
most common in the property and rental industries, and in electri-
city, gas, heating and water supply. Incorporation as regards the
county councils mainly concerned public transport, property
administration and in recent years also medical care. Reporting of
the finances and activities of these companies is not covered in the
annual reports of municipalities and county councils, but most do
include this in their annual group reports.

Publicly financed outsourced services

As of the middle of the 1990s, it has become increasingly common
that some of the activities of municipalities and county councils are
outsourced. These activities are thus carried out by organisations
other than the municipalities, but still financed through public
funds. In municipal and county council reporting, this is regarded as
"purchase of activity" and is included in municipal expenditures. In
the context of NA and expenditure for consumption, this is referred
to as social benefits in kind (see Chapter 6).

In total, municipal expenditures for the purchase of activities
(including purchase from other municipalities) amounted to SEK
49.8 billion in 2004. The largest expenditure items were for care of
the elderly, compulsory schooling, and also pre-schooling and
school-age childcare.

It is most common to outsource such activities to companies. The
expenditures for purchase of activities from companies (exclusive
municipally owned companies) amounted to SEK 30.3 billion in 2004,
which corresponds to about 60 per cent of total expenditures for
purchase of activities. Expenditures for the purchase of activities
from associations and foundations amounted to a total of SEK 9.1
billion and often this was for preschool and compulsory schooling.
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Municipal purchase of welfare services as a proportion of
expenditures 1995-2004. Per cent
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Source: Statistics Sweden (SCB). Municipal use of resources, 2004. OE 25 SM 0501

County councils' purchase of activities

County councils' purchase of activities (including purchases from
other county councils and regions) amounted to SEK 28.2 billion in
2004. Purchases by county councils for health and medical care
amounted to a total of SEK 25.0 billion, of which purchase of spe-
cialist somatic care amounted to SEK 15.4 billion.

Nearly half of all county council purchases of health and medical
care in 2004 were carried out by private companies and care pro-
viders, and nearly one fifth related to purchases from county council
companies within their own group.
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County council purchases from privately owned companies and
county council companies 2001-2004. SEK billions
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The reduction in purchases from county council owned companies in 2004 can be explained
by the fact that Huddinge Hospital was, prior to 2004, a county council owned company and
since 2004 under the county council's own management.

Source: Swedish Association of Local Authorities and Regions. Statistik om halso- och
sjukvard samt regional utveckling 2001-2004.

Expenditures and income for local government

During the early years after 2000, both expenditures and income of
the local government sector increased in current prices. The largest
expenditure increases were due to increasing personnel expend-
itures, which was also the largest single item in expenditures. The
increase in income was largely due to increased tax revenues during
the period.

Municipalities and county councils have the right to levy taxes and
to determine tax rates. Municipal tax revenues are collected by the
central government for later allocation to the local government
sector.

In 1993 the current system governing how the central government
pays local government tax funds to the municipalities was intro-
duced. The payments are made on the basis of the most recent tax
base, which is calculated in accordance with the Government's
forecast on tax base increases in the tax base for the following two
years. The forecast is followed up and when the final tax outcome is
known, a final adjustment is made.

As of 1998, the system for paying out tax funds to municipalities
and county councils was modified by changing the final payment
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from an individual final payment at municipal or county council
level into a collective final payment. This means that the difference
between the preliminary and final municipal and county council tax
funds at the national level are regulated by a standard amount per
inhabitant in municipalities and county councils.

The municipal balance requirement

According to the Local Government Act, the municipalities and
county councils should maintain good economic management
practice in their activities. As a result of proposals put forward in
the bill “Den kommunala redovisningen” (Bill 1996/97:52) a
requirement for a balanced budget was introduced in the Local
Government Act. This was to be applied by, at the latest, financial
year 2000 and would strengthen the rules for good economic
management.

The balance requirement means that municipalities and county
councils establish a budget for each calendar year (budget year) so
that income exceeds expenditures. If reported expenditures do exceed
income in a financial year, the deficit as well as equity capital should
be restored within two years (from 2005 three years) unless there are
good reasons for not doing so. These reasons may be that a
municipality or a county council has consciously and explicitly set
aside funds and built up substantial capital to meet revenue
reductions or expenditure increases in the future. Another good
reason may be that sales have taken place at a loss but that this will
lead to lower expenditures in the future.

Source: Regeringens skrivelse till riksdagen 2004/05:102

Since there are no official statistics reflecting the extent to which
municipalities fulfill the balance requirement (establishment of a
budget where income exceeds expenditures etc) the municipalities'
income before extraordinary items is used as an indicator of balance
requirement fulfillment. In 2004 two thirds of the municipalities and
half of the county councils showed positive net income before
extraordinary items, which was more than the preceding year (see
Chapter 11).

The proportion of municipalities which appear to have managed to
fulfill the balance requirement has more than doubled since its
introduction, the proportion has also been stable at a high level over
the last few years as shown by the studies carried out by "Rédet for
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kommunala analyser och jamforelser" (RKA). The studies show that
municipal net income before extraordinary items may to some
extent be explained by external factors such as population structure,
tax capacity, population density and size of municipality. Critical in
the outcome was mainly choice of ambition level and financial
strategy.

Proportion of municipalities managing the balance requirement. Three
year average values 1996-1998 — 2002-2004
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Managing the balance requirement is here defined as having an average net income over a
three year period before extraordinary items of - SEK100/per inhabitant or more. In 1998
average values were reported for 1996—1998, for 1999 reported average values for 1997—
1999 etc.

Source: Radet for kommunala analyser och jamférelser, Kommunernas balansgang. 2005.

Reporting of pension liabilities

Up to the end of the 1980s payment of pensions was booked on a
cash basis. During the 1990s praxis varied. The Act on municipal
accounting introduced in 1998 (KRL 1997:614) substantially changed
the balance sheet for municipalities and county councils. The so-
called mixed model introduced at that time means that only pension
benefits earned after 1998 are to be booked as liabilities in the balance
sheet, whilst liabilities for occupational pension agreements earned
before 1998 would instead be treated as contingent liabilities. For
municipalities, the new model means that total liabilities reported
decreased by SEK 128 billion in 1998 when pensions earned before
1998 were removed from the balance sheet.

Solidity in a mixed model and a fund model
The financial position reported and how it is affected by choice of
model can be studied in the figure below. One way of describing the
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financial position is to show how large a portion of activities is
financed out of equity capital as opposed to loaned capital. The
proportion of equity capital in relation to total capital, i.e. solidity
gives an indication of the capacity to manage financial difficulties.

The solidity of county council as per the fund model and the mixed
model 2000-2004. Per cent
60

Mixed model
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\
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-100
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Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004.

The county councils’ solidity in terms of the mixed model has been
influenced by annual reductions in equity capital. Solidity in 2004
amounted to 24 per cent, which meant that slightly less than a quarter
of the county councils' assets were financed by equity capital.

On the other hand, if account is taken of the pension liability in
accordance with the fund model, equity capital is reduced by the
pension commitment earned before 1998. Solidity thus becomes
negative, meaning that equity capital is consumed and that total
liabilities exceed assets. In addition, solidity was weakened from -60
per cent to -82 per cent between 2000 and 2004, which means that
liabilities in 2004 were nearly twice as large as assets.

The development of solidity for municipalities differ from that of
county councils since the proportion of equity capital is significantly
higher irrespective of accounting model. On the other hand, the
trend is the same. From 2001 to 2004 solidity decreased in the mixed
model from 56 per cent to 52 per cent. The corresponding develop-
ment in the fund model was a reduction from 21 to 19 per cent.
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Changes in the pension liability are dependent on the accounting
model

The size of the pension liability reported varies then to a large degree
depending on choice of accounting model. On the other hand, the
trend is the same — the liability increases for both municipalities and
county councils.

The pension liability of the municipalities, as per the fund model,
increased from SEK 157 billion in 2000 to SEK 163 billion in 2004.
The corresponding development for the county councils was from
SEK 100 billion in 2000 to SEK 120 billion in 2004. For municipalities,
the liability corresponded to SEK 18 000 per inhabitant in 2004, and
for county councils SEK 13 500 per inhabitant on average.

Pension liabilities of the municipalities as per the fund and mixed
models 2000-2004. SEK billions
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Source: Statistics Sweden (SCB). Annual accounts for municipalities

The pension liability of the municipalities according to the mixed
model increased between 2000 and 2004 by 10 per cent to SEK 9
billion. The corresponding development for the county councils was
an increase of 62 per cent to SEK 15 billion.

Central government grants and the equalisation
system

The aim of the local government financial equalisation system is to
create equivalent opportunities for municipalities and county coun-
cils to meet the needs of their inhabitants for municipal services
independently of inhabitants' income and other structural condi-
tions. The aim is that differences in municipal taxes should largely
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reflect differences in efficiency, service and charge level, and not
depend on differences in structural conditions.

During a larger part of the 20th century there has been some type of
system in existence for equalising differences in the financial pre-
conditions for the local government sector. An equalisation system
in its current form was first introduced in 1966. Since the beginning
of the 1990s, a number of changes have been made to the system.

The Riksdag decided in 2004 to introduce a new system for equa-
lising economic conditions within local government. In the system
applying from 2005, there is a new system for income equalisation,
revised cost equalisation, as well as new elements in terms of struc-
tural grants, transitional grants and adjustment items. A funda-
mental difference compared with the earlier system is that income
equalisation has essentially been replaced by a central government
financed income equalisation grant. At the same time the general
central government grant to municipalities and county councils was
phased out.

The new income equalisation system reduces the number of munici-
palities paying charges into the system. In 2005 there were 13 muni-
cipalities and one county council paying charges. These were the
Municipality of Stockholm and the County Council of Stockholm,
and also a number of suburban municipalities with a large propor-
tion of higher income recipients. The municipalities receiving most
in grants from the equalisation system are in the southern and
central parts of Sweden. The municipalities of Malmé and Goteborg
together received close to one tenth of the total grant. Among
county councils, Véstra Gotaland and Skane receive the largest
grants.

Distribution of grants 2005. Per cent

Municipalities County Total

councils
Norrland 20 30 22
Svealand 22 5 18
Gotaland 58 65 59
Whole country 100 100 100

The proportions in the table are calculated on the basis that the grant is adjusted for the
charges paid in respective parts of the country. Low figures in Svealand for the county council
grant are due to the fact that the grant is adjusted downwards with the charge that Stockholm's
County Council pays.

Source: Calculations based on data in "Statistics Sweden, Economic equalisation for local
government, OE 26 SM 0501"
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Five parts in the equalisation system

The equalisation system consists of five parts, namely income equal-
isation, cost equalisation, structural grant, transitional grant and
adjustment grant/charge.

Income equalisation is by far the largest part of the equalisation system.
Income equalisation aims at equalising differences in municipal
finances caused by differences in the tax base. The income equalisa-
tion system is financed in the new system, as mentioned earlier,
largely by the central government.

Cost equalisation is that part of the system intended to neutralise struc-
tural cost differences. Cost equalisation should not take account of a
municipality's/county council's actual costs but rather be based on
measurable and objective factors, such as the proportion of elderly,
or children of school age. If the municipality /county council chooses
a higher level of ambition and thus incurs higher costs, then this is
not taken into account in the cost equalisation grant.

The central government does not finance cost equalisation, but in
principle this should be financed by the municipalities and county
councils themselves. For this reason, the charges in this system are
higher than those in the income equalisation system. A large num-
ber of municipalities contribute to the cost equalisation. The over-
whelming majority of these municipalities receive grants from
income equalisation, which means that total equalisation for them
will in any case be a grant.

The structural grant is of a regional policy nature. The transitional
grant is given to municipalities which would face an unreasonably
large shortfall in grants or an unreasonably high fee because of the
new rules introduced in the system.

The adjustment charge is an item which affects regulation of central
government financing of the system. If the other parts of the system
lead to a result which exceeds commitments of the central govern-
ment, then the local government sector compensates for this. The
municipalities and county councils pay this charge in relation to
their population. This adjustment for a specific year can also be
positive for the local government sector in which case it constitutes
an adjustment grant as opposed to a charge.
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Parts of the equalisation system in 2005. SEK billions

Municipalities County Total
councils

Income equalisation, grants 45.0 14.9 59.9
Income equalisation, charges -3.4 -2.2 -5.6
Cost equalisation, grants 4.6 1.2 5.8
Cost equalisation, charges -4.6 -1.2 -5.9
Structural grants 1.5 0.7 2.2
Transitional grants 1.5 0.6 2.2
Total 44.6 141 58.7
Adjustment charges -2.0 -1.5 -3.5
Total 42.6 12.6 55.2

Source: Swedish Association of Local Authorities and Regions and the Ministry of Finance,
Sweden. Local government financial equalisation in Sweden.

Equalisation of LSS costs

In 2004 a cost equalisation system was introduced for municipal
costs in accordance with the Act on Support and Service for Persons
with Certain Functional Impairments (LSS). This cost equalisation
system thus lies outside the system described above on income and
cost equalisation.

The total grant amount from LSS equalisation in 2005 was SEK 1.8
billion, whilst the charge amount was SEK 1.6 billion. S6derhamn
received the highest grant of SEK 64 million, and the highest charge
was paid by Stockholm, an amount of SEK 110 million.

Activities associated with LSS are unevenly distributed over the
country and costs between municipalities vary widely. The equal-
isation system is intended to stimulate municipalities which today
have little activity, in relation to the number of inhabitants, to build
up their own base activities. This would provide greater opportun-
ities for persons with functional impairments needing support and
service to choose housing location irrespective of municipality.

Reading recommendations
Swedish Association of Local Authorities and Regions and the Ministry of
Finance. Local government financial equalisation in Sweden 2005.

SCB. Economic equalisation for local governments. Statistical Report OE 26 SM
0501.

SCB. Municipality-owned enterprises 2004. Statistical Report OE 27 SM 0501.
SCB. Statistical yearbook of administrative districts of Sweden 2005. 2004.
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11 Municipalities, county councils
and municipal associations

In this Chapter we provide an overview of the economy and activities
carried out in municipalities, county councils and municipal associations.
In the first instance the statistics used in this section were obtained from
annual accounts, as well as operating and activity accounts.

Finances and activities of municipalities

Municipal expenditures (i.e. annual operating expenditures of muni-
cipalities) were SEK 398.1 billion in 2004, representing an increase of
3 per cent from 2003. This can be compared with an increase in
expenditures between 2002-2003 of 5 per cent, and 6 per cent for
2001-2002.

Total income for the municipalities (including extraordinary income)
was SEK 424.6 billion in 2004. The largest source of income was tax
revenues which account for 65 per cent of total income.

Income statements for municipalities 2003—2004. SEK billions

2003 2004
Operating income 90.2 95.1
Operating expenditures -387.5 -398.1
Depreciation -13.3 -13.4
Net operating expenditures -310.6 -316.3
Tax revenues 269.8 277.0
Central government grants and intra-municipal
equalisation etc net 39.3 38.7
Financial income 11.2 10.1
Financial expenditures -8.0 -7.0
Income before extraordinary adjustments 1.7 24
Extraordinary income 1.6 3.7
Extraordinary expenditures -1.2 -0.9
Net income (surplus) 2.0 5.2

Source: Statistics Sweden (SCB), Municipal use of resources 2004. OE 25 SM 0501

Income statements of municipalities for 2004 show an income of SEK
2.4 billion before extraordinary items. Net income, which includes
extraordinary items, was more than twice as large: SEK 5.2 billion.
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Net income for the municipalities 1999-2004, current prices. SEK
billions
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Note that municipal net income differs from net lending as calculated by NA. Municipal net
income based on municipal income statements, include e.g. financial items whilst investment
expenditure is not included (See Chapter 7).

Source: Statistics Sweden (SCB), Municipal use of resources 2004. OE 25 SM 0501

Income before extraordinary items is used as an indicator of the
economic status in the municipal sector and in 2004 showed an
increase from 2003 of SEK 0.6 billion. Net financial income of SEK
3.1 billion in 2004 contributed to the surplus.

Municipal activities comprise a number of different services and
products. Most of these are compulsory in that the municipalities
are obliged to supply them to inhabitants. The largest activity areas
for municipalities are education including preschool and school-age
child care, care of the elderly and persons with functional
impairments.

The majority of municipal activities are financed by tax revenues
and grants from the central government. Only a smaller proportion
is financed by means of fees and other income sources.
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Financing of expenditures on municipal activities 2004, current
prices. SEK billions
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Source: Statistics Sweden (SCB), Municipal use of resources 2004. OE 25 SM 0501

The area of market activities covers services which the municipality
provides but which are more than 50 per cent financed by fees.
Examples of such activities are water supply, waste disposal, streets
and roads, and housing. These activities are not included in public
authority activities according to NA, but under market producers
since they are not financed out of taxes.

Total municipal expenditures for activities which municipalities are
obliged to supply to inhabitants have developed at different rates.
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Municipalities' operating expenditures on certain activity areas 1995—
2004, current prices. SEK billions
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Source: Statistics Sweden (SCB), Annual accounts for municipalities

Expenditure on the two largest areas care of the elderly and persons
with functional impairments and education exclusive preschool and
school-age childcare, has continued to increase since the middle of
the 1990s and at essentially the same rate. Expenditures on childcare /
preschooling and school-age child care were largely unchanged, and
even decreased somewhat during the last few years of the 1990s
before starting to increase just after 2000.

Care of the elderly and persons with certain functional
impairments

Expenditures on care of the elderly and persons with functional
impairments amounted to SEK 120 billion in 2004. This corresponds
to an average expense of SEK 13 477 per inhabitant. Explanations for
the relatively large expenditure increases in this area are not only
demographic changes with an increasingly larger proportion of
older persons, especially in the age group 80 years and above, but
also legislation which has enhanced the opportunities for persons
with functional impairments to obtain help and care.
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Municipal obligations to provide service, help and care for elderly
persons are regulated by the Social Services Act (SoL Lag 2001:453).
According to the Act, help in the home, assisted transportation and
other services should be provided in order to facilitate the elderly to
continue living at home and have contact with other persons. For
elderly persons needing special support, the municipalities are
obliged to set up special types of housing for the provision of service
and care.

For persons with functional impairments the social services of the
municipality have a special responsibility for ensuring that these
persons can take part in society and live as others. In order to facilitate
daily life for the persons with functional impairments and promote
full participation in social life, the Act concerning Support and Service
for Persons with Certain Functional Impairments (LSS Lag 1993:387)
was introduced in 1994. The Act aimed at providing and creating
equal living conditions for persons with permanent and extensive
functional impairments. LSS is an Act with rights and is intended to
supplement measures which can be taken with the support of
legislation in the Social Services Act and the Health and Medical
Services Act (HSL Lag 1982:763).

Persons who are covered by LSS have the right to receive assistance
allowances in their daily life in accordance with the Assistance
Benefit Act (LASS Lag 1993:389) for persons needing personal
assistance for their basic needs of more than 20 hours a week on
average.

Expenditures on care of the elderly and persons with certain
functional impairments 2000-2004, current prices. SEK billions
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The major part of expenditures on the elderly is made up of expen-
ses for care in special housing arrangements. Of total expenditure
for the elderly in 2004, 70 per cent was allocated to care in special
housing arrangements.

Slightly more than 80 per cent of municipal expenditures for persons
with functional impairments was for measures to provide support
and service under LSS and LASS. This proportion has been relative-
ly constant since 2000. The central government is also responsible
for some parts of the support and service for persons with functional
impairments. In 2004 the municipalities thereby obtained SEK 7.0
billion in compensation from the Swedish Social Insurance Admin-
istration for expenses on personal assistance under LASS.

Expenditure on measures under LSS and LASS 2000-2004, current
prices, SEK billions.

2000 2001 2002 2003 2004

Housing under LSS 10.4 1.1 12.0 13.3 13.8
Personal assistance under LSS and

LASS 7.3 8.2 9.8 11.0 12.1
Daily activities under LSS 3.2 3.5 3.8 4.1 4.2
Other measures under LSS 2.2 2.5 2.7 3.1 3.3

Measures under LSS and LASS Total 23.2 254 28.3 315 334

Source: Statistics Sweden (SCB), Municipal use of resources 2004. OE 25 SM 0501

Preschooling and education

Municipalities are obliged to provide different forms of education
for inhabitants. Different types of education are regulated under the
Education Act (1985:1100). The responsibility of the municipalities
relate to preschool and school age child care, the school system for
children and young persons, as well as adult education.
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All children and young people shall have equivalent access to
education in the public school system - independently of sex,
geographical location, and social and economic conditions. For
children and young people, the public sector arranges education in
the form of the preschool class, compulsory school and upper
secondary school, as well as corresponding school forms for children
with handicaps and learning difficulties, and the Sami school. In
addition, pedagogical activities are also arranged for preschooling
and school-age child care.

The public education system for adults aims to provide adults with
the opportunity to supplement their education. For adults, education
is arranged through municipal adult education, adult education for
persons with learning disabilities (sdrvux) and Swedish tuition for
immigrants (sfi).

Source: Education Act (Skollagen, SFS 1985:110)

Expenditure on education has increased for all types of education
except for municipal adult education.

Expenditures on activities in the education area 1995-2004, current
prices. SEK billions
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As of 1998 expenditure for the preschool class (earlier activities for 6 year olds) were
transferred from preschooling to the compulsory school.

Source: Statistics Sweden (SCB), Annual accounts for municipalities

The largest expenditure item for all types of education is for person-
nel. This expenditure item was highest in preschooling, where it
accounted for 65 per cent of total expenditures for preschooling, and
in compulsory school where it accounted for 61 per cent in 2004.
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Expenditures for personnel in upper secondary school and munici-
pal adult education amounted to about half of total expenditures for
the respective activities in 2004.

Preschooling expenditures were kept down by reducing teacher
pupil ratios

Preschooling and school-age child care cover a number of different
activities which earlier came under the overall category of childcare.
The activities were substantially expanded during the 1990s, and also
during the 2000s, reforms were implemented to increase accessibility
to preschooling and school-age child care (maximum fee, general
preschool etc). In 2004 expenditures for preschooling and school-age
child care totalled SEK 48.1 billion, corresponding on average to SEK
4 990 per inhabitant.

Expenditures for preschooling were 70 per cent of total expenditures
for preschooling and school-age child care. Expenditures for family
day care homes made up only 6 per cent of the expenditures for pre-
schooling and school-age child care in 2004. This was a significantly
lower proportion than in 1996 when family day care homes as a pro-
portion of childcare expenditures (including activities for 6 year olds
at that time) was 16 per cent.

Number of children registered in preschool, family day care homes
and school-age child care 2000-2004

Preschool Family day After school  Preschooling

care home care Total

2000 314 894 57 762 332 469 704 125
2001 314 987 49 724 336 508 701 219
2002 333 646 45 260 350 744 729 650
2003 351722 39 956 341 855 733 533
2004 364 045 35970 326 132 726 147

Data refers to the week of 15 October for each respective year.
Source: Swedish National Agency for Education. Rapport 265. Beskrivande data 2005.

The total number of children registered in preschooling has increased
by 3 per cent since the turn-of-the-century. The number of children
registered in preschool has increased by 17 per cent whilst the num-
ber of children registered in family day care homes has decreased by
38 per cent.

The number of employees in these activities has not increased at the
same rate as the number of children which resulted in a decrease in
personnel ratios up to the turn-of-the-century. Between 2000 and
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2004, the number of children per annual worker in preschool has
been relatively constant, ranging between 5.3 and 5.4. In after school
care, there were 18.2 children per annual worker in 2004, which can
be compared with 17.5 children per annual worker in 2000.

Employees in preschooling and school-age child care 2000-2004

Preschool, School-age Number of
(annual child care  child minders

workers) (annual

workers)
2000 58 100 19 000 10 500
2001 58 700 19 400 9 300
2002 63 100 19 100 8 500
2003 65 500 18 800 7 700
2004 67 300 17 900 6 900

Data refers to the week of 15 October. Number of employees is converted to annual workers.

Source: Statistics Sweden (SCB). Yearbook of Education Statistics 2005. Swedish National
Agency for Education, Rapport 260, Barn, elever och personal. Del 2, 2005.

Expenditures on compulsory school have increased most among
different school forms

Expenditures on compulsory school have increased most among
different school forms in the last decade and amounted to SEK 77.8
billion in 2004, corresponding on average to SEK 8 488 per inhabi-
tant. The increase is mainly a consequence of demographic changes.
The number of pupils in compulsory school was 1 023 724 in aca-
demic year 2004 /05, which was 12 per cent more than 10 years
earlier. The number of teachers in compulsory school increased by
10 per cent from academic year 1994/1995 and was 82 316 in
academic year 2004 /05.

Since the academic year 1996/97, however, the number of teachers
has increased somewhat faster than the number of pupils, as can be
seen by examining the number of teachers per 100 pupils during the
period.
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Number of teachers per 100 pupils in compulsory school academic
years 1996/97 — 2004/05

Academic year 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ 2004/
1997 1998 1999 2000 2001 2002 2003 2004 2005

Teachers per
100 pupils 7.7 7.5 7.6 7.6 7.6 7.8 7.9 8.0 8.0

Data refers to the week of 15 October. Number of teachers converted to full-time equivalents.
Compulsory school covers all principal organisers.

Source: Statistics Sweden (SCB), Yearbook of Education Statistics 2005. Swedish National
Agency for Education, Rapport 265. Beskrivande data 2005.

More substantial increase in expenditures on upper secondary
school after 2000

Today's programme-oriented upper secondary school started in aca-
demic year 1995/96 when the earlier two-year vocationally-oriented
programmes were extended by a year. After this the upper second-
dary school had 16 three-year national programmes, one individual
programme and also a specially designed programme. In 2000/01 a
seventh national programme, the technology programme, was
added. The programmes are made up of a number of different
courses of which a number of core subjects are compulsory for all
pupils in the national and specially designed programme.

Expenditures for upper secondary school were SEK 29.1 billion in
2004 which corresponded on average to SEK 3 583 per inhabitant.
The increase has been more substantial since year 2000, largely due
to an increasing number of young people of upper secondary school
age.

The number of pupils in upper secondary school was 347 700 in
academic year 2004/05. Slightly more than a third of all pupils in the
upper secondary school were in programmes preparing for further
studies (natural science, social science, technology) and about 7 per
cent were in individual programmes.

The number of teachers in upper secondary school converted to
annual full-time equivalents, amounted to 28 000 in academic year
2004/05. The number of teachers in upper secondary school from
the end of the 1990s has increased at a somewhat faster rate than the
number of pupils. This also means that teacher pupil ratios in the
upper secondary school increased up to 2003 /04.
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Number of teachers per 100 pupils in upper secondary school
academic year 1996/97 — 2004/05

Academic year 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ 2004/
1997 1998 1999 2000 2001 2002 2003 2004 2005

Teachers per
100 pupils 7.4 7.4 7.6 7.8 7.9 8.1 8.2 82 8.1

Data refers to the week of 15 October. Number of teachers is converted to full-time
equivalents. Upper secondary school covers all principal organisers.

Source: Statistics Sweden. Yearbook of Education Statistics 2005. Swedish National Agency
for Education, Rapport 265, Beskrivande data 2005.

The Adult Education Initiative explains the increase in municipal
education expenditures 1998-2001

Municipal adult education (komvux) consists not only of basic adult
education, but also upper secondary adult education and supple-
mentary education. A student can at the earliest start studying in
municipal adult education in the year he/she becomes 20 or after
having completed a national programme in upper secondary school.
Total expenditures on municipal adult education amounted to SEK
4.8 billion, of which SEK 0.9 billion was for basic adult education.
This corresponds to an average of SEK 537 per inhabitant.

In academic year 2003 /04, 226 850 students attended municipal
adult education, which was a decrease of 7 per cent from academic
year 2002/03. This means a continuing reduction in the number of
pupils from 1998/99 when there were 350 900 pupils. That year was
the peak of the special initiative 1997-2001 in education for un-
employed persons and those with low levels of education (Adult
Education Initiative).

The number of teachers, converted to annual full-time equivalents in
municipal adult education, has not increased at the same rate as the
number of pupils. In academic year 1994 /95, the number of teachers
was 4 990 which can be compared with 5 150 teachers in 2003 /2004.

Number of teachers per 100 students in municipal adult education
academic year 1996/97 — 2004/05

Academic year 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ 2004/
1997 1998 1999 2000 2001 2002 2003 2004 2005

Teachers per
100 pupils 5.0 44 4.5 4.5 4.1 3.9 4.0 4.1 4.0

Data refers to the week of 15 October. Number of teachers is converted to full-time
equivalents. Municipal adult education covers all principal organisers.

Source: Statistics Sweden, Yearbook of Education Statistics 2005. Swedish National Agency
for Education. Rapport 265. Beskrivande data 2005.

Statistics Sweden 115



Municipalities and county councils Public Finances in Sweden 2006

Finances and activities of county councils

In 2005 there were 18 county councils and 2 regions (the Véstra
Gotaland region and Region Skane) and also a municipality outside
the county councils (Municipality of Gotland). The Véastra Goétaland
region was formed in 1999 through a merger of the county councils
in Goteborg and Bohus lan, Alvsborgs lan and Skaraborgs lan.
Region Skéne was formed through a merger of the county councils
of Kristianstads lan and Malmohus lan. In addition, medical care in
Malmo and Géteborg was moved to the regions. The county coun-
cils and the regions are responsible for tasks which are common to
larger geographical areas than municipalities and which often
require more extensive resources.

Expenditures for the county councils and regions on annual activities
were SEK 193.7 billion in 2004, an increase of 2 per cent from 2004.
Close to half of expenditures are for salaries (exclusive tax-free com-
pensation) and other expenses for personnel (inclusive pensions

paid).

Operating income amounted to SEK 48.1 billion, tax revenues to
SEK 141.8 billion and central government grants (reported net) to
SEK 9.6 billion. Tax revenues thus financed 73 per cent of the
expenditures of county councils. Income from patient fees and other
fees financed only 3 per cent of operating expenditures.

Income statement for the county councils and regions 2003-2004,
current prices. SEK billions

2003 2004
Operating income 46.5 481
Operating expenditures -190,0 -193.7
Depreciation -5.2 -5.6
Net operating expenditures -148.7 -151.2
Tax revenues 136.4 141.8
Central government grants and intra-county
equalisation etc net 10.3 9.6
Net financial income -0.4 -0.4
Income before extraordinary adjustments -2.4 -0.2
Extraordinary items, net 0.06 0
Net income (deficit) -2.4 -0.2

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004.
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The total income statement of county councils and regions for 2004
show an overall deficit of SEK 0.2 billion, which represents a con-
tinuing improvement in the income of county councils. The deficit
was largely the same before extraordinary items.

Income for the county councils 2000-2004, current prices. SEK
billions
8

B Income before extraordinary items
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Note that the net income of the county council differs from net lending as calculated by NA.
Net income for the county councils, which is based on county council income statements,
includes e.g. financial items whilst investment expenditure is not included. (see Chapter 7)

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004.

Income before extraordinary items is used in discussions on whether
the financial position of the county councils is in balance or not
according to the balance requirement (see Chapter 10).

The county councils'and regions' activities cover health and medical
care, as well as regional development. The largest activities are
health and medical care, which account for around 80 per cent of all
county council activities.

Health and medical care

Health and medical care covers primary care, specialist somatic care,
specialist psychiatric care, dental care, other health and medical care
(ambulance and other forms of transport, handicap activities etc)
and also political work for health and medical care.
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Distribution of net expenditures for health and medical care 2004. Per
cent

Other health and
medical care
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Net expenditures are gross expenditures minus gross income. In net expenditures, service
expenses e.g. compensation for property etc, have been allocated to the activities.

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004. Verksamhet i landsting och regioner.

As of 2004 pharmaceutical benefits are reported as a separate area.
The external expenditures for this area amounted to SEK 19.0 billion
and external income to SEK 19.6 billion. The activities are thus in
balance since the central government grant essentially corresponds
to expenditures.

Outcomes in health and medical care

As a measure of performance in health and medical care visits and
treatment appointments /discharged patient are used. Visits are used
to describe treatments in out-patient care, whilst treatment
appointments are used for in-patient care. In specialist care
consultation visits are distinguished from medical day care in
hospital. Medical day care concerns out-patient care which involves
more substantial or more demanding assistance in terms of resources
than normally required by a consultation visit. A third form of care is
reported separately i.e. home nursing. Since home nursing is
provided in primary care and specialist somatic care, as well as
psychiatric care, it makes up a subarea within all three areas.

In primary care, it has become increasingly common that a "normal”
visit to a health care centre is replaced by a telephone call. To be
registered as a telephone call, it should replace a "normal" visit and
there should also be an entry in the medical journal.
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Doctor visits and available hospital beds

The number of doctor visits decreased from 2001 to 2004. This change
was the same irrespective of whether care was provided by the
county council or by other care providers.

Doctor visits per 1000 inhabitants by area and care provider 2001-
2004, all principal organisers

2001 2002 2003 2004

County council production

Doctor visits/1000 inhabitants 2048 2025 1955 1881
Of which in

Specialist somatic care 975 969 917 909
Specialist psychiatric care 68 69 68 67
Primary care 1004 988 918 906
Other care providers

Doctor visits/1000 inhabitants 829 840 813 811
Of which in

Specialist somatic care 428 425 388 363
Specialist psychiatric care 35 37 35 35
Primary care 367 377 380 413
Total 2877 2865 2769 2692

Doctor visits, exclusive of maternity and child health care and exclusive of visits to medical day
care.

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004.

On the other hand, visits to personnel categories other than doctors
have increased in health and medical care and amounted to a total
of 28 700 in 2004. Most of these visits were in primary care.

The number of available hospital beds has, however, decreased in
total. In 2004 there were 27 088 beds, which can be compared with
29 122 beds in 2001. Most beds were made available in specialist
somatic care.

Primary care

Primary care is the first care level in health and medical care, and
covers basic medical diagnosis, treatment and care, as well as pre-
ventative work and rehabilitation. It is divided into 10 different sub-
areas, of which general medical care and nursing care accounted for
slightly more than two thirds. Together these subareas represent the
care that can be provided by different health care centres. The number
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of health care centres in 2004 amounted to 1 036. Of these, 250 were
privately run.

A total of 12.3 million doctor visits were made in 2004 in primary
care, which corresponds to 1.36 visits per inhabitant. The dominant
subarea was general medical care which accounted for 90 per cent of
doctor visits. The next largest area was emergency services, which
amounted to slightly less than 8 per cent.

Specialist somatic care

Specialist somatic care makes up the second care level. This covers
medical diagnosis, treatment and care requiring more specialised
measures, and also greater technical and personnel resources than
primary care. The care covers medical and surgical short-term care,
rehabilitation, geriatric care etc. The activities are mainly provided
at hospitals, but also outside hospitals at specialist clinics or health
care centres.

The total number of consultation visits including house calls in spe-
cialist somatic care amounted to 17 million in 2004. A visit to a doctor
often involves more than a visit to other personnel categories. If
visits to other personnel categories are treated as being equivalent to
40 per cent of a visit to a doctor, the number of consultation visits is
reduced to 14 million.

Visits to doctors are the most common form and in 2004 amounted
to 11.4 million. Of all care contacts, slightly more than 70 per cent
were provided by the county council itself, whilst county councils
purchased over 25 per cent from other providers.

The number of treatment appointments in in-patient specialist soma-
tic care amounted to 1.4 million in 2004, of which 97 per cent were
produced by county councils and regions.

Specialist psychiatric care

Specialist psychiatric care covers short-term and long-term psych-
iatric care. General psychiatry, child and youth psychiatry and also
forensic psychiatry are included here and they cover e.g. psychiatric
care for alcohol abuse, psychiatric care for other toxicomania, and
psychiatric care for food abusers. The area also covers treatment
homes in psychiatric child and youth care. Activities in specialist
psychiatric care are concentrated on in-patient psychiatric care and
consultation visits for psychiatric care.
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The number of consultation visits including house calls amounted to
close to 4 million. This number was reduced to 2 million when other
personnel categories were weighted at 40 per cent of a visit to a doc-
tor. Of total activities, slightly more than 80 per cent were produced

by the county council itself.

The number of treatment events in specialist in-patient psychiatric
care amounted to approximately 90 000. The area of specialist
psychiatric care uses most resources.

Specialist in-patient psychiatric care 2004

Care contacts
Treatment appointments/completed treatment 89 000
proportion produced by county councils (%) 93

Care contacts per inhabitant
Treatment appointments/completed
treatments 0.01

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004. Verksamhet och ekonomi i landsting och regioner.

Dental Care

Dental care covers the following subareas: general care for adults,
dental care for patients with special needs, general dental care for
children and young people as well as specialist dental care. Nearly
half of all resources in dental care go to general dental care for
children and young people. This covers all preventative and basic
dental care given to young people aged between 0 to 19 years.

Specialist dental care is also a subarea using substantial resources. It
covers, for example, orthodontics and periodontitis and is for child-
ren, young people and adults.

The number of care contacts in dental care, exclusive patients with
special needs (e.g. persons in nursing homes and similar), amounted
in 2004 to approximately 3.4 million.

Other health and medical care

Most activities in this area, other health and medical care, are not
measured in terms of visits, treatment appointments or similar. Acti-
vities are measured mainly in terms of expenditures and income.
The most prominent activities are handicap activities/aid activities
which account for close to 30 per cent, as well as ambulance and
transport for the sick which account for about 25 per cent. Other
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activities in the area are rehabilitation trips, social activities, public
health questions, research and development etc.

Handicap activities/assistance activities cover support centres
(auditory centres, visual centres and instrument centres) orthopedic
activities, and pedagogical hearing care. In this area some visits are
recorded in medical journals.

Other health and medical care 2004, handicap activities /assistance
activities

All personnel
categories

Care contacts
Visits/house calls 458 000
of which provided by county councils 477 000
Visits/house calls per inhabitant 0.05

Source: Swedish Association of Local Authorities and Regions, Statistik om halso- och
sjukvard samt regional utveckling 2004. Verksamhet och ekonomi i landsting och regioner.

Care for children and young people, as well as care of abusers are
reported under social activities. These also cover measures from
county councils in the form of counselling and other personal
support under the Act concerning Support and Service for Persons
with Certain Functional Impairments (LSS).

The subarea R&D (FoU) covers research and development mainly
provided within the framework of the activities of medical faculties.
This is an activity which is closely integrated with patient care,
which means that expenditure for R&D is difficult to identify. Clini-
cal research at university hospitals is in principle financed by the
central government.

Finances of municipal associations

A number of municipalities are too small to be able to provide cer-
tain activities on their own, for example, upper secondary school
and emergency services, and for this reason two or more municipal-
ities may combine and form a municipal association which provides
the activities for the cooperating municipalities.
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The municipal association is a publicly regulated coordination body
subject to the rules laid down in the Local Government Act. The
members transfer decision making rights to the association in the area
for which the association was formed, and also provide necessary
funding. A municipal association may also perform the tasks of an
authority. Most municipal associations provide activities within the
education area, mainly upper secondary education and within the
infrastructure area, mainly involving emergency services.

Income statement for municipal associations 2003—-2004. SEK millions

Income statement items 2003 2004
Operating income 6 209 7118
Operating expenditures -5 949 -6 694
Depreciation -235 -253
Net operating expenditures 24 171
Financial income 27 24
Financial expenditures -97 -105
Income before extraordinary items -46 90
Extraordinary income 1 10
Extraordinary expenditures -17 0
Net income, surplus (+) / deficit (-) -64 105

Source: Statistics Sweden, Municipal use of resources, OE 25 SM 0501

Income for municipal associations before extraordinary items
showed a surplus of SEK 90 million for 2004, which can be com-
pared to a deficit of SEK 46 million in 2003.

There were 91 municipal associations in 2004, which was 10 more
than in 2003. Total expenditures for the activities of municipal
associations were SEK 6.7 billion, which was SEK 0.8 billion more
than in 2003.

The operating expenditures of the municipal associations on educa-
tion (SEK 2.3 billion) and emergency services (SEK 2.2 billion)
accounted together for two thirds of total operating expenditures of
municipal associations.

Expenditure on personnel was the largest expenditure item for muni-
cipal associations as was the case for municipalities. Especially for
emergency services, personnel expenditure accounts for a large part,
amounting to three quarters of total operating expenditures, whilst
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personnel expenditure for education amounts to half of total oper-
ating expenditures. The major income sources for municipal
associations were from member municipalities, amounting to SEK
4.5 billion. The municipal associations also have other income of
approx. SEK 2.4 billion, of which 0.8 billion comes from county
councils.

Reading recommendations:
SCB. Annual accounts for general government sector 2003.

SCB. Municipal use of resources. Statistical Report OE 25 SM 0501.

SCB. Statement of Accounts for Municipalities. Statistical Report OE 24 SM
0501.

SCB. Yearbook of Education Statistics 2005. 2004.
SCB. Statistical yearbook of administrative districts in Sweden 2005.

Related to this section are the following:
Table 15. Expenditure on municipal activities, current prices
Table 16. County councils, expenditure and receipts by activity
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12 The old-age pension system

In this Chapter we describe the old-age pension system (earlier referred to
as the social insurance sector — from 1999 onwards only the old-age pension
system is included in the social insurance sector) from an activity perspec-
tive.

The sector consists of the new Swedish Pension System, which is
reported apart from the central government budget. The system
replaces the earlier pension system covering ATP (the national
supplementary pension scheme) and the basic pension. The older
pension system will be phased out by 2018 and successively replaced
by the "new" old-age pension system. The old-age pension system
consists of a redistribution component (income pension including
supplementary pension) and a premium pension reserve component.

Fees for the pension system amount to SEK 18.5 per cent of earned
income up to 7.5 income base amounts. Of the overall contribution
rate of 18.5 per cent, 16 percentage points go to income pensions and
2.5 percentage points to the premium pension.

In principle the income pension is financed by pension contributions
paid in on a running basis (Notional defined contribution, NDC, pay-
as-you-go scheme). The premium pension is financed through
investments in funds.

The income pension

In the income pension, the National Pension Funds (AP funds)
operate as a buffer. In connection with the pension reform of the
year 2000, the rules were changed for the earlier AP funds and their
names were also changed. The role of the AP funds is to equalise
fluctuations in the balance between pension contributions and
pensions.

In 2004 funds increased in value by SEK 69 billion. The balance
between pension fees and pension payments gave a surplus close to
SEK 7 billion in 2004. The return on the funds amounted to SEK 65
billion and administration costs to slightly less than SEK 3 billion.

The return on the funds is dependent on changes on the underlying
stock market values since close to 60 per cent of the assets are invested

Statistics Sweden 125



The old-age pension system Public Finances in Sweden 2006

in shares, of which the majority is in foreign shares. The increase in
the Swedish stock market was 20.8 per cent (SAX index), whilst the
MSCI world index increased by 14.7 per cent measured in US dollars.
The corresponding changes for 2003 were 29 and 30 per cent respec-
tively.

Income pensions 2003-2004. SEK billions

2003 2004
Change in fund assets
Pension contributions 165.1 171.6
Pension disbursements -155.0 -164.8
Return on fund capital 82.1 65.2
Administration costs -2.4 2.7
Total change in fund assets 89.4 69.3
Change in contribution assets 172.3 141.5
Assets
National Pension Funds (AP funds) 576.9 646.2
Contribution assets 5465.1 5606.6
Total assets 6 042.0 6 252.8
Pension liabilities 5984.2 6 244.0
Balance figure 1.0097 1.0014

Source: Swedish Social Insurance Agency. The Swedish Pension System Annual Report 2004

AP funds

First, Second, Third and Fourth and Sixth AP funds administer the
buffer capital which is a smaller part of income pension assets. The
Seventh AP fund administers a large proportion of the fund capital in
the premium pension system. Since there is no Fifth AP fund, there
are a total of six funds.

The First, Second, Third and Fourth AP Funds have the same mission
- to manage global portfolios of shares, bonds and other interest-
bearing securities.

The Sixth AP Fund has the specific mission of investing a smaller part
of fund capital in the pension system in the risk capital market.

The Seventh AP Fund has been established to administer the
Premium Savings Fund. The Seventh AP Fund also administers the
"Premievalsfonden" which is a central government alternative among
700 optional funds in the premium pension system.

The assets in the National Pension Funds (AP funds) constitute a
buffer fund which accounts for a smaller part of the assets in the
income pension system. In addition to the buffer fund, an asset is
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also calculated in terms of future fees. This so-called contribution
asset amounted to SEK 5 607 billion at the end of 2004 and accounts
for 90 per cent of the assets of SEK 6 253 billion. Pension liabilities,
consisting of earned pension rights with deductions for pensions
paid out, amounted to SEK 6 244 billion at the end of 2004.

Assets thus exceeded liabilities by SEK 9 billion and thus exceeded
the so-called balance ratio of 1 (one). If the balance figure is less than
1, then the annual adjustment of earned pension rights and pensions
paid out is reduced until there is a balance between assets and
liabilities. This is what is referred to as the "safeguard" in the
pension system.

The Premium Pension System

In 2004 fees in the Premium Pension System amounted to SEK 22
billion and return on funds to SEK 9 billion. After deductions for
administration costs etc, assets increased by SEK 31 billion.

Premium Pension 2003-2004. SEK billions

2003 2004
Changes in fund assets
Pension contributions 21.0 22.4
Pension disbursements 0.0 0.0
Return on fund capital 13.9 9.0
Administration costs etc -0.2 -0.3
Total change in fund assets 34.7 31.0
Assets
Insurance assets 94.2 125.1
Other assets 46.1 45.4
Total assets 140.3 170.5

Source: Swedish Social Insurance Agency. The Swedish Pension System Annual Report 2004

At the end of 2004, assets amounted to SEK 170 billion, of which
SEK 45 billion consisted of preliminary fees which had not yet been
invested in the 700 funds. Fund capital amounted to SEK 125 billion,
of which 40 billion were invested in "Premiesparfonden” which is
administered by the Seventh AP Fund.

The Premium Pension Authority (PPM) is the insurer for the premium
pension in the general old-age pension system. Its main tasks are to
handle individual accounts for pension funds in different securities,

Statistics Sweden 127



The old-age pension system Public Finances in Sweden 2006

to decide on and manage pension payments and provide informa-
tion about the premium pension system.

During April 2004, 129 000 new pension savers chose funds for the
first time. In total SEK 142 million was invested, which was SEK 25
million less than the amount invested in 2003. The reason for the re-
duction was mainly that there were 21 000 fewer new pension savers.

Of the new pension savers, 91 per cent did not make an active choice
of fund and as a result their pension fund was invested in the Pre-
miesparfonden.

Pension savers' activity increased during 2004 and the number of
fund changes was nearly 80 per cent more than in the preceding
year. In total more men than women made fund changes, and men
have made fund changes somewhat more often than women.

Reading recommendations:
Swedish Social Insurance Agency. The Swedish Pension System Annual
Report 2004
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Tables

Table 1
GDP by type of producer, current prices. SEK Millions

Year Market Central Local Total Per cent
producers government government public sector
and NPISH
1950 29 624 1160 1396 32180 8%
1955 46 060 1996 2745 50 801 9%
1960 64 977 2 965 4 247 72189 10%
1965 98 435 6 039 7 638 112112 12%
1970 145 510 8679 18 037 172 226 16%
1975 247 012 15 436 38 337 300 785 18%
1980 424 468 35437 88 676 548 581 23%
1981 463 226 37 626 98 574 599 426 23%
1982 508 014 39471 108 598 656 083 23%
1983 572 928 41 295 122 019 736 242 22%
1984 649 640 43 099 133 377 826 116 21%
1985 711 400 45 111 143 243 899 754 21%
1986 782174 48 000 155 089 985 263 21%
1987 855 155 50 663 162 247 1068 065 20%
1988 940 027 53 270 172179 1165 476 19%
1989 1039 848 61 231 192 226 1293 305 20%
1990 1128 306 70 200 222912 1421418 21%
1991 1220 340 75 536 236 619 1532 495 20%
1992 1211136 79400 238 843 1529 379 21%
1993 1230 994 81 801 231 245 1 544 040 20%
1993 1244 014 81 801 231 245 1 557 060 20%
1994 1345014 81 855 234721 1661 590 19%
1995 1460 490 83 786 243 613 1787 889 18%
1996 1482 958 88 803 257 668 1829 429 19%
1997 1 547 877 91 990 264 789 1904 656 19%
1998 1620 976 93 484 272782 1987 242 18%
1999 1708 995 99 534 287834 2096 363 18%
2000 1820 667 107 056 289567 2217290 18%
2001 1872741 111 157 304 453 2288 351 18%
2002 1934 473 117 126 320007 2371606 18%
2003 1995 633 124 534 339246 2459413 19%
2004 2093 202 127 674 352300 2573176 19%
Notes:

Market producers covers producers for own final use and NPISH (non-profit institutions
serving households). The central government covers central government authorities and the
social insurance sector (old-age pension system). The local government covers municipalities
and county councils and until 2000 the Swedish Church. The total is equivalent to GDP at
market prices. Per cent public sector is total central and local government as per cent of total.
Sources:

For years before 1980: SCB, Offentliga sektorn, Utveckling och nuldge, Andra utgavan 1990
For years 1980—1993: SCB, National Accounts, 1980 SM 1993

For years 1993-2003: SCB, National Accounts, 1993-2004, Table 7 GDP by type of producer,
current prices
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Table 2
GDP by type of producer, constant prices. SEK Millions
Year Market Central Local Total Per cent
producers government government public sector
and NPISH
1980 1102 605 104 915 254 490 1 450 006 25%
1981 1092 972 105 866 261 653 1447 236 25%
1982 1106 969 103 479 268 125 1465 207 25%
1983 1127 995 101 170 276 978 1492722 25%
1984 1183815 100 673 285172 1 557 084 25%
1985 1214 463 99 758 289 609 1591 604 24%
1986 1255 377 97 748 293 672 1635978 24%
1987 1305 812 97 869 297 494 1691609 23%
1988 1345 239 97 140 301 733 1735618 23%
1989 1381178 102 297 308 880 1783 281 23%
1990 1392 909 103 177 315 411 1801 626 23%
1991 1372 885 104 621 315 898 1782178 24%
1992 1360 955 103 617 306 906 1761105 23%
1993 1333176 104 780 298 545 1725 966 23%
1993 1358 430 104 780 298 545 1751 808 23%
1994 1430 283 103 306 293 389 1820171 22%
1995 1499 290 102 430 293 819 1891 255 21%
1996 1523 147 103 697 293 431 1916 614 21%
1997 1569 677 103 459 290 549 1961 344 20%
1998 1637 559 104 084 292958 2033 194 20%
1999 1722 315 105 878 297 424 2125202 19%
2000 1820 667 107 056 289567 2217290 18%
2001 1842 667 106 994 291324 2240985 18%
2002 1885 132 109 292 291462 2285726 18%
2003 1921 542 110 537 292788 2324425 17%
2004 2003 757 111 354 297 849 2411467 17%
Notes:

The year 2000 is the reference year for price re-calculations. Since price conversions are
made for each sub-series separately, the parts cannot be aggregated. Market producers
covers producers for own final use and NPISH (non-profit institutions serving households). The
central government covers central government authorities and the social insurance sector
(old-age pension system). The local government covers municipalities and county councils
and until 2000 the Swedish Church. The total is equivalent to GDP at market prices. Per cent
public sector is total central and local government as per cent of total.

Sources:

For years 1980-1993: SCB, National Accounts, 1980 SM 1993

For years 1993-2003: SCB, National Accounts 1993— 2004, Table 8 GDP by type of
producer, constant prices
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Table 3
Employment by sector according to Labour statistics based on administrative
sources, RAMS, and National Accounts, NA

RAMS 1993 1994 1995 1996 1997 1998
Central government

administration 227 858 223 085 217 596 212470 207 598 206 755
Public quasi-corporations 97 920 38 785 20 624 19 904 18 520 17 655

Companies and
organisations owned by

central government 140 998 202 944 190 189 204 407 186 931 171983
Municipal administration 760 000 764 263 782799 789 198 756 933 773784
County councils 314 504 297 236 265 064 235310 220 995 226 302

Companies and
organisations owned by

local government 72 633 70 214 69 552 63 173 63 348 66 218
Other public institutions 60 120 59 467 58 448 61 550 75183 72 205
Limited companies, not

publicly owned 1610110 1672776 1780751 1792192 1817242 1912448
Other companies, not

publicly owned 288 724 306 595 302734 297 932 305 668 322630
Other organisations 175 258 165 062 163 105 151 366 160 803 159 994
Total RAMS 3748125 3800427 3850862 3827502 3813221 3929974
RAMS 1999 2000 2001 2002 2003

Central government

administration 204 104 203 431 204 821 211 387 214 488

Public quasi-corporations 16 832 15 541 6 109 5720 5 691

Companies and
organisations owned by

central government 164 779 168 104 168 801 177 189 136 478
Municipal administration 776 041 779970 800 940 815701 810 958
County councils 230 636 234 098 235471 233 196 236 321

Companies and
organisations owned by

local government 88 842 57 841 73 195 82 638 79 482
Other public institutions 15 361 15313 15515 15661 16 349
Limited companies, not

publicly owned 1958931 2084162 2096902 2095196 2096 833
Other companies, not

publicly owned 323 866 329 193 328 148 329 397 322 533
Other organisations 180 403 175 312 171 954 181 089 175914
Total RAMS 3959795 4062965 4101856 4147174 4095047
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Table 3 (cont.)

NA 1993 1994 1995 1996 1997 1998
Market producers and

producers for own final use 2596500 2590300 2668200 2658600 2624700 2688200
Central government

including social security

funds 263 200 255 400 252 100 248 000 244 200 240 400
Local government 1134900 1111000 1096400 1077800 1060100 1060900
Non-profit institutions

serving households 83 000 84 100 86 200 83 800 86 300 87 900
Total NA 4077600 4040800 4102900 4068200 4015300 4077400
NA 1999 2000 2001 2002 2003

Market producers and

producers for own final use 2761300 2867600 2933900 2923800 2890700

Central government

including social security

funds 237 100 236 600 235900 239 700 245100

Local government 1081600 1054400 1068900 1080500 1088500

Non-profit institutions

serving households 83 300 105 700 106 300 107 700 112 200

Total NA 4163300 4264300 4345000 4351700 4336500

Source:

Statistics Sweden (SCB), Labour statistics based on administrative sources, RAMS

Statistics Sweden (SCB), National Accounts, NA:
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Table 4
Public sector expenditure, consolidated, current prices. SEK Millions
1980 1981 1982 1983 1984
Expenditure, total 334 940 381 759 431 337 480 591 517 122
Transfer payments 126 430 145 597 165 444 186 248 194 863
to local government 639 679 775 846 956
to households 95 957 108 480 119 083 134 254 144 128
to corporations 25 226 31822 39 989 45 088 43 645
to abroad 4 608 4616 5597 6 060 6 134
Interest 21 591 30771 43 496 51063 60 464
Final consumption 163 555 180 660 196 699 215 396 233 393
Gross fixed capital formation 22 875 24 355 25191 27 605 28 919
Changes in inventories 1015 454 513 198 -755
Acquisition less disposals of land
etc. -526 -78 -6 81 238
1985 1986 1987 1988 1989
Expenditure, total 573 193 608 256 634 744 677 492 750 671
Transfer payments 220 159 239 906 254 554 281911 310 522
to local government 1090 1235 1376 1475 1628
to households 162 375 179 556 197 088 222 438 244 946
to corporations 49773 51 506 47 463 47 743 53078
to abroad 6 921 7 609 8 627 10 255 10 870
Interest 72 579 69 899 66 077 62 110 66 173
Final consumption 251 157 270 641 284 559 303 440 339 226
Gross fixed capital formation 29 987 30 047 31171 35175 43 532
Changes in inventories -605 -154 1327 -435 -366
Acquisition less disposals of land
etc. -84 -2 083 -2 944 -4 709 -8 416
1990 1991 1992 1993 1994
Expenditure, total 838 609 955 433 1039 070 1086 954 1114 432
Transfer payments 344 508 400 875 461478 512745 479 554
to local government 1801 2139 2 348 2416 2819
to households 270 247 311496 340 174 368 020 384 941
to corporations 60 640 71858 102 846 128 958 75482
to abroad 11 820 15 382 16 110 13 351 16 312
Interest 67 972 74 408 77 955 89 816 104 788
Final consumption 389 594 430 822 446 962 453 552 466 076
Gross fixed capital formation 45 039 53 306 55 382 58 512 67 090
Changes in inventories -104 396 547 -90 -1 350
Acquisition less disposals of land
etc. -8 400 -4 374 -3 254 -27 581 -1726
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Table 4 (cont.)

1995 1996 1997 1998 1999
Expenditure, total 1144 989 1135725 1143 056 1147 548 1198 536
Transfer payments 478 194 458 721 450 424 455 938 469 442
to local government 3559 3141 3305 3852 4 326
to households 385 527 373496 374 421 385 277 394 889
to corporations 71358 63 209 54 653 45 651 46 915
to abroad 17 750 18 875 18 045 21158 23 312
Interest 117 367 119 050 119 294 108 267 99 273
Final consumption 481 348 504 329 513 548 540 931 569 369
Gross fixed capital formation 70135 64 219 58 606 62 277 66 472
Changes in inventories -1183 -1 452 -603 -43 -799
Acquisition less disposals of land
etc. -872 -9 142 1787 -19 822 -5 221
2000 2001 2002 2003 2004
Expenditure, total 1207 087 1236 350 1317 787 1371783 1397 177
Transfer payments 476 003 488 306 510 016 551728 567 951
to local government 3087 2872 3766 3454 2818
to households 410 111 422 471 440 160 474 602 490 474
to corporations 36 983 34 929 36 590 40 949 38 481
to abroad 25822 28 034 29 500 32723 36 178
Interest 90 089 70 266 77 164 58 165 50 762
Final consumption 583 437 613 332 657 287 690 674 706 179
Gross fixed capital formation 63 648 69 258 76 104 76 186 78 626
Changes in inventories -114 46 -112 -67 -124
Acquisition less disposals of land
etc. -5 976 -4 858 -2 672 -4 903 -6 217
Source:

Statistics Sweden (SCB), National Accounts, NA
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Table 5

Public sector receipts, consolidated, current prices. SEK Millions
1980 1981 1982 1983 1984
Receipts 303 026 353116 387 338 442 139 491 619
Taxes and social contributions 256 476 298 258 322 836 366 229 407 600
Taxes on income and wealth 103 719 123 833 136 800 151 661 166 869
Households 99 516 116 787 127 621 139 867 153 210
Corporations 4203 7 046 9179 11794 13 659
Tax on production and import 71 961 83 346 89 921 109 099 126 746
Social contributions 80 796 91 079 96 115 105 469 113 985
Operating surplus, net -89 -61 155 1698 1300
Consumption of fixed capital 14 101 15 824 17 493 19429 21101
Interest 23 860 28 924 33 504 37702 41 377
Dividends 196 197 246 254 382
Other receipts 8 482 9974 13104 16 827 19 859
from households 1408 1105 1380 1454 1862
from corporations 7 058 8 847 11 696 15333 17 940
from abroad 16 22 28 40 57
1985 1986 1987 1988 1989
Receipts 539 647 604 800 670 581 716 776 793 354
Taxes and social contributions 445 559 508 234 554 874 613 345 676 283
Taxes on income and wealth 180 809 213715 235814 271 876 286 235
Households 167 465 190 464 213911 240 533 273 147
Corporations 13 344 23 251 21903 31343 13088
Tax on production and import 143 302 160 092 178 224 184 712 203 165
Social contributions 121 448 134 427 140 836 156 757 186 883
Operating surplus, net 1374 1547 1700 2207 3121
Consumption of fixed capital 22 828 24 112 25925 27 726 32572
Interest 46 605 48 927 48 203 51 466 59 571
Dividends 571 759 1023 1250 1655
Other receipts 22710 21221 38 856 20782 20 152
from households 2176 2542 9 597 3840 3928
from corporations 20425 18 545 29 095 16 751 16 035
from abroad 109 134 164 191 189
1990 1991 1992 1993 1994
Receipts 887 285 954 246 900 800 910710 961 931
Taxes and social contributions 757 260 818 822 750 630 767 279 823 593
Taxes on income and wealth 307 609 310 139 268 031 300 961 335 087
Households 283 807 280 843 257 402 272 004 295 161
Corporations 23 802 29 296 10 629 28 957 39 926
Tax on production and import 237 762 284 915 269 454 260 105 267 933
Social contributions 211 889 223 768 213 145 206 213 220 573
Operating surplus, net 3001 1339 1637 979 -1 451
Consumption of fixed capital 35430 35980 37 311 37 859 38 093
Interest 66 141 72 533 74 445 75430 73970
Dividends 2197 2 358 1904 3079 4 832
Other receipts 23 256 23214 34 873 26 084 22 894
from households 6 301 7177 6215 5370 5530
from corporations 16 722 15772 28 372 20 263 16 947
from abroad 233 265 286 451 417
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Table 5 (cont.)

1995 1996 1997 1998 1999

Receipts 1022239 1085171 1123723 1185504 1247288
Taxes and social contributions 873 888 941 038 987 257 1046040 1117 821
Taxes on income and wealth 355 071 381 530 405 865 422 055 461 010
Households 307 956 334127 351 008 369 323 395702
Corporations 47 115 47 403 54 857 52732 65 308
Tax on production and import 275 787 291732 307 599 337 263 381 819
Social contributions 243 030 267 776 273793 286 722 274 992
Operating surplus, net 1396 253 190 -9 -1 329
Consumption of fixed capital 40 270 41 630 43 283 45197 47 787
Interest 72 876 67 190 59 882 54 899 46 011
Dividends 9327 10 899 10 761 13454 13525
Other receipts 24 482 24 161 22 350 25923 23473
from households 6 282 6 025 6212 7 399 7 688
from corporations 13107 13 761 14 550 17 178 14 597
from abroad 5093 4 375 1588 1346 1188
2000 2001 2002 2003 2004

Receipts 1317580 1295007 1305446 1369522 1423393
Taxes and social contributions 1185008 1178089 1185228 1246625 1299063
Taxes on income and wealth 492 535 452 667 423 319 460 402 489 693
Households 407 268 391 056 373 314 401 623 419 670
Corporations 85 267 61611 50 005 58 779 70 023
Tax on production and import 360 310 374 196 399 062 417 964 431699
Social contributions 332 163 351 226 362 847 368 259 377 671
Operating surplus, net -3 042 -4 659 -2 993 -2 956 -2 290
Consumption of fixed capital 50 360 53 407 55 699 57 044 58 836
Interest 43 626 28 255 25155 23 031 25180
Dividends 14 914 14 790 15 239 19785 20 259
Other receipts 26714 25125 27 118 25993 22 345
from households 8 664 9084 9902 9945 9443
from corporations 16 973 14 794 14 046 13 489 11 644
from abroad 1077 1247 3170 2 559 1258

Source:
Statistics Sweden (SCB), National Accounts, NA
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Table 6

GDP, expenditure approach, Public sector share, current prices. SEK Millions
1950 1955 1960 1965 1970

Resources:

GDP at market prices 33 593 53 025 75 354 118 087 179 928

+ Import of goods and services 6 964 11 950 17 160 25871 42 943

= Total resources 40 557 64 975 92 514 143 958 222 871

Use:

Final consumption expenditure 26 190 39913 55032 84 500 131 436

+ Gross fixed capital formation 9161 15 537 22 563 36 007 50 393

+ Export of goods and services 7 230 11615 16 861 25100 42 331

= Total use 42 581 67 065 94 456 145 607 224 160

Public sector proportion of use:

Central government consumption 2525 4744 6 988 12183 16 912

Local government consumption 1971 3819 5733 10 081 23 398

Central government gross fixed capital

formation 203 544 1023 1713 2 166

Local government gross fixed capital

formation 451 1131 1592 3297 6 584

Total public sector 5150 10 238 15 336 27 274 49 060

Proportion of use as per cent of GDP:

Central government 8% 10% 11% 12% 11%

Local government 7% 9% 10% 1% 17%

Total public sector 15% 19% 20% 23% 27%
1975 1980 1985 1990

Resources:

GDP at market prices 314 236 548 581 899 754 1421418

+ Import of goods and services 86 196 168 343 297 862 414128

= Total resources 400 432 716924 1197616 1835546

Use: 0 0 0

Final consumption expenditure 233 023 433 358 691192 1079735

+ Gross fixed capital formation 81 545 123 967 192 535 334 341

+ Export of goods and services 86 343 159 599 313 889 421 470

= Total use 400 911 716924 1197616 1835546

Public sector proportion of use:

Central government consumption 29 977 56 943 76 481 119 930

Local government consumption 47 738 106 612 174 676 269 664

Central government gross fixed capital

formation 3403 5233 7076 15479

Local government gross fixed capital

formation 7 061 13 383 17 211 24 432

Total public sector 88 179 182 171 275 444 429 505

Proportion of use as per cent of GDP:

Central government 11% 11% 9% 10%

Local government 17% 22% 21% 21%

Total public sector 28% 33% 31% 30%

Note:
For the period 1950-1975 there is a discrepancy due to revisions which means that total resources and
their use do not correspond exactly.

Source: SCB, National Accounts, GDP, expenditure approach 1950— 2004, current prices
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Table 6 (cont.)

1993 1994 1995 1996 1997 1998
Resources:
GDP at market prices 1557060 1661590 1787889 1829429 1904656 1987242
+ Import of goods and services 447536 519571 585065 579964 653417 718762
= Total resources 1979458 2154 118 2346307 2383848 2533115 2686 164
Use:
Final consumption expenditure 1268190 1319625 1367749 1414635 1462693 1523721
+ Gross fixed capital formation 236899 272153 304331 300606 306002 339812
+ Export of goods and services 499507 589383 700874 694152 789378 842471
= Total use 2004596 2181161 2372954 2409393 2558073 2706004
Public sector proportion of use:
Central government consumption 154608 160478 162631 168 139 164858 159 650
Local government consumption 299800 307444 319938 337642 350864 383239
Central government gross fixed
capital formation 25796 31045 32770 29 367 25010 29 180
Local government gross fixed
capital formation 27 446 31000 30 759 29 004 27 845 27 632
Total public sector 507650 529967 546098 564 152 568577 599 701
Proportion of use as per cent of
GDP:
Central government 12% 12% 11% 11% 10% 10%
Local government 21% 20% 20% 20% 20% 21%
Total public sector 33% 32% 31% 31% 30% 30%
1999 2000 2001 2002 2003 2004
Resources:
GDP at market prices 2096363 2217290 2288351 2371606 2459413 2573176
+ Import of goods and services 761669 887977 900465 883922 907853 972614
= Total resources 2834085 3079362 3165435 3233765 3342058 3545790
Use:
Final consumption expenditure 1603667 1681245 1738860 1818851 1894364 1945811
+ Gross fixed capital formation 363675 405478 401512 393725 402725 417 411
+ Export of goods and services 890690 1018544 1048444 1042952 1070177 1182568
= Total use 2858032 3105267 3188816 3255528 3367266 3545790
Public sector proportion of use:
Central government consumption 170435 173 441 176 275 187084 196 312 197 817
Local government consumption 401373 411387 438345 471070 495380 507 028
Central government gross fixed
capital formation 30 046 29 102 30 452 34 533 35110 38743
Local government gross fixed
capital formation 31093 29 090 32410 35642 34 071 32300
Total public sector 632947 643020 677482 728329 760873 775888
Proportion of use as per cent of
GDP:
Central government 10% 9% 9% 9% 9% 9%
Local government 21% 20% 21% 21% 22% 21%
Total public sector 30% 29% 30% 31% 31% 30%

Source:

Statistics Sweden (SCB), National Accounts, NA
SCB, National Accounts, GDP, expenditure approach 1950— 2004, current prices
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Table 7
GDP, expenditure approach, Public sector share, constant prices. SEK Millions

1993 1994 1995 1996 1997 1998
Resources:
GDP at market prices 1751808 1820171 1891255 1916614 1961344 2033 194
+ Import of goods and services 486 461 547515 588 120 607145 682589 759 658
= Total resources 2237676 2368204 2480497 2525340 2645625 2794086
Use:
Final consumption expenditure 1483900 1495821 1501724 1520859 1539480 1588 098
+ Gross fixed capital formation 253044 293999 325396 323047 324110 354192
+ Export of goods and services 521682 593776 662999 689385 784031 851642
Public sector proportion of use:
Central government consumption 188 721 188794 185486 187824 181010 173 992
Local government consumption 382086 377506 378687 379965 381486 407 944
Central government gross fixed
capital formation 30123 35872 36 051 31945 26 691 30 865
Local government gross fixed
capital formation 28 858 33 304 33180 31716 29 990 29 012
Total public sector 629788 635476 633404 631450 619177 641813
Proportion of use as per cent of
GDP:
Central government 12% 12% 12% 11% 11% 10%
Local government 23% 23% 22% 21% 21% 21%
Total public sector 36% 35% 33% 33% 32% 32%
1999 2000 2001 2002 2003 2004

Resources:
GDP at market prices 2125202 2217290 2240985 2285726 2324425 2411467
+ Import of goods and services 797 125 887977 864935 848275 891040 947 888
= Total resources 2923546 3105267 3105920 3133526 3215066 3 358 303
Use:
Final consumption expenditure 1636 507 1681245 1691272 1721079 1744865 1766011
+ Gross fixed capital formation 373646 405478 391296 377182 388799 400 327
+ Export of goods and services 913702 1018544 1023352 1035241 1082341 1198768
Public sector proportion of use:
Central government consumption 178 529 173 441 170594 175749 178 362 176 839
Local government consumption 413512 411387 419365 427688 429260 431450
Central government gross fixed
capital formation 31110 29 102 29473 32730 33 060 34794
Local government gross fixed
capital formation 31947 29 090 31321 33 369 31270 29107
Total public sector 655098 643020 650753 669536 671952 672190
Proportion of use as per cent of
GDP:
Central government 10% 9% 9% 9% 9% 9%
Local government 21% 20% 20% 20% 20% 19%
Total public sector 31% 29% 29% 29% 29% 28%

Note:

The year 2000 is the reference year for price recalculations. Since price conversions are made for each
sub-series separately, the parts cannot be aggregated.

Source:

SCB, National Accounts, GDP, expenditure approach — constant prices
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Table 8
Public sector final consumption expenditure by function, current prices. SEK
Millions
Function 1993 1994 1995 1996 1997 1998
01 General public administration
Central government 18770 19791 21714 22437 23249 22291
Local government 15277 16931 19651 23882 25468 28186
Total public sector 34047 36722 41365 46319 48717 50477
02 Defence
Central government 42686 42484 41789 44596 44652 45254
Local government 239 198 39 23 44 92
Total public sector 42925 42682 41828 44619 44696 45346
03 Public order and safety
Central government 18034 18728 19323 20185 20415 21054
Local government 3491 3496 3470 3988 3735 4 334
Total public sector 21525 22224 22793 24173 24150 25388
04 Economic affairs
Central government 17606 18614 19762 18207 19148 21937
Local government 9904 9183 9312 9445 9235 9921
Total public sector 27510 27797 29074 27652 28383 31858
05 Environmental protection
Central government 831 846 733 645 616 288
Local government 207 174 128 151 622 702
Total public sector 1038 1020 861 796 1238 990
06 Housing and community amenity
Central government 932 371 345 425 400 432
Local government 3406 3508 3 606 3 305 3 046 2949
Total public sector 4 338 3879 3951 3730 3446 3381
07 Health
Central government 15434 15382 16007 18389 13274 2011
Local government 84979 86034 91116 95041 100452 118 541
Total public sector 100413 101416 107123 113430 113726 120552
08 Recreation, culture and religion
Central government 2 860 2689 2953 4212 3474 3880
Local government 19246 19482 20709 21739 22360 22894
Total public sector 22106 22171 23662 25951 25834 26774
09 Education
Central government 15897 19643 19063 19674 21677 23439
Local government 85241 87612 86988 91590 96213 99648
Total public sector 101 138 107 255 106 051 111264 117890 123 087
10 Social protection
Central government 21558 21930 20942 19369 17953 19064
Local government 77810 80826 84919 88478 89689 95972
Total public sector 99 368 102756 105861 107 847 107642 115036
Total
Central government 154608 160478 162631 168 139 164 858 159 650
Local government 299 800 307 444 319938 337642 350864 383239
Total public sector 454 408 467 922 482569 505781 515722 542889
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Table 8 (cont.)
Function 1999 2000 2001 2002 2003
01 General public administration
Central government 25742 32605 32561 35076 37410
Local government 25555 27701 24683 24591 26141
Total public sector 51297 60306 57244 59667 63551
02 Defence
Central government 48584 46169 44235 44358 44665
Local government 104 111 128 138 129
Total public sector 48688 46280 44363 44496 44794
03 Public order and safety
Central government 21489 22331 24230 25894 27379
Local government 4672 4 545 5424 6 163 6 520
Total public sector 26161 26876 29654 32057 33899
04 Economic affairs
Central government 24430 25140 26748 29122 29944
Local government 10686 10855 12683 12766 13305
Total public sector 35116 35995 39431 41888 43249
05 Environmental protection
Central government 634 633 692 926 1039
Local government 355 445 560 625 622
Total public sector 989 1078 1252 1551 1661
06 Housing and community amenity
Central government 532 630 532 420 544
Local government 3037 2932 3088 3317 3 560
Total public sector 3 569 3 562 3620 3737 4104
07 Health
Central government 2485 2572 2 851 2 806 4 360
Local government 125138 132651 143361 156213 164 125
Total public sector 127 623 135223 146212 159019 168 485
08 Recreation, culture and religion
Central government 3691 2752 2614 2822 2934
Local government 23868 13377 14177 14994 15573
Total public sector 27559 16129 16791 17816 18507
09 Education
Central government 24442 20490 21418 24396 25389
Local government 107601 112616 122170 131021 137280
Total public sector 132043 133106 143588 155417 162669
10 Social protection
Central government 18406 20119 20394 21264 22648
Local government 100357 106 154 112071 121242 128 125
Total public sector 118763 126273 132465 142506 150773
Total
Central government 170435 173441 176275 187084 196 312
Local government 401373 411387 438345 471070 495380
Total public sector 571808 584828 614620 658 154 691692

Note:

The local government covers municipalities and county councils and until 2000 the Swedish

Church.
Source:

SCB, National Accounts, Table 17 Government final consumption expenditure by function
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Table 9
Public sector final consumption expenditure by function, constant prices. SEK
Millions
Function 1993 1994 1995 1996 1997 1998
01 General public administration
Central government 24523 24224 25685 25305 27200 24204
Local government 19499 20625 23372 26815 27061 28798
Total public sector 44024 44868 49082 52136 54274 53242
02 Defence
Central government 47579 47700 46197 49207 49579 49799
Local government 358 289 54 25 47 101
Total public sector 47857 47927 46243 49230 49625 49900
03 Public order and safety
Central government 22772 22585 22299 22302 22166 22555
Local government 4 378 4210 4 097 4 477 4 057 4 686
Total public sector 27153 26797 26398 26774 26224 27 241
04 Economic affairs
Central government 23213 23730 23965 21107 21650 24555
Local government 12251 11096 10771 10364 10003 10666
Total public sector 35557 34856 34749 31511 31669 35218
05 Environmental protection
Central government 1204 997 805 713 651 314
Local government 275 227 163 172 685 764
Total public sector 1513 1252 992 903 1349 1080
06 Housing and community amenity
Central government 969 501 471 543 484 517
Local government 4 349 4275 4281 3711 3325 3169
Total public sector 5455 4816 4795 4277 3830 3701
07 Health
Central government 16708 16276 16377 19269 13751 2019
Local government 109292 106963 106855 106814 109372 126 153
Total public sector 126 599 123813 123823 127050 123701 128 146
08 Recreation, culture and religion
Central government 3 661 3315 3491 4792 3777 4132
Local government 24768 24396 24550 24315 24466 24129
Total public sector 28423 27704 28036 29105 28256 28277
09 Education
Central government 19940 22806 21848 22279 22350 25885
Local government 105940 105442 101922 103321 104531 106 507
Total public sector 125635 127975 123501 125329 126 609 132244
10 Social protection
Central government 28088 26672 24432 21784 19237 20208
Local government 100898 99903 102578 99858 97856 102 881
Total public sector 129100 126691 127088 121659 117103 123 099
Total
Central government 188721 188794 185486 187824 181010 173992
Local government 382086 377506 378687 379965 381486 407 944
Total public sector 570707 566 269 564 030 567 688 562 359 581923
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Table 9 (cont.)
Function 1999 2000 2001 2002 2003
01 General public administration
Central government 26829 32605 30876 32068 33441
Local government 25585 27701 23307 22755 23815
Total public sector 52475 60306 54183 54819 57252
02 Defence
Central government 52205 46169 44465 43417 43001
Local government 108 111 131 139 127
Total public sector 52312 46280 44596 43556 43128
03 Public order and safety
Central government 21921 22331 23355 23806 24443
Local government 4 806 4 545 5342 5800 6 070
Total public sector 26725 26876 28697 29600 30505
04 Economic affairs
Central government 25508 25140 25637 27148 26684
Local government 11154 10855 12132 1185 11997
Total public sector 36661 35995 37769 39002 38680
05 Environmental protection
Central government 657 633 671 887 949
Local government 368 445 533 575 547
Total public sector 1025 1078 1204 1461 1494
06 Housing and community amenity
Central government 631 630 487 406 503
Local government 3161 2932 2998 3052 3111
Total public sector 3797 3 562 3485 3453 3605
07 Health
Central government 2 551 2572 2738 2624 3895
Local government 129905 132651 136786 142293 143918
Total public sector 132457 135223 139524 144918 147782
08 Recreation, culture and religion
Central government 3880 2752 2 537 2653 2604
Local government 24600 13377 13696 13909 13909
Total public sector 28499 16129 16233 16562 16514
09 Education
Central government 25750 20490 20415 22318 22463
Local government 110421 112616 116573 117906 117 457
Total public sector 136 047 133106 136988 140225 139917
10 Social protection
Central government 18851 20119 19413 20306 20 190
Local government 103 461 106 154 107 867 109419 108 371
Total public sector 122308 126273 127280 129730 128563
Total
Central government 178 529 173441 170594 175749 178 362
Local government 413512 411387 419365 427688 429 260
Total public sector 591992 584828 589959 603423 607 560

Note:

The local government covers municipalities and county councils and until 2000 the Swedish
Church. 2000 is the reference year for the price recalculation. Figures in constant prices cannot

be summed.
Source:

SCB, National Accounts, Table 17 Government final consumption expenditure by function
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Table 10
Transfers from public sector to households, current prices. SEK Millions

1993 1994 1995 1996 1997 1998
Old-age pension 122902 128077 132337 136027 138931 141574
Activity and sickness compensation 34755 37260 37512 36663 36989 37 164
Other central government pensions 19585 20325 20819 21537 19503 19287
Sickness benefit 17912 18941 19173 16490 14927 20260
Parent’s insurance 19093 18713 18004 14209 13282 14128
Work injuries insurance 10 867 7 547 6474 6125 5877 5830
Open unemployment 36631 36286 36068 33976 35864 31985
Labour market political measures 12600 13074 10617 9656 15125 13278
Other labour market 8940 8573 8232 8815 4168 3798
Housing supplement for pensioners 9854 10929 10440 9923 9 544 9 591
Child allowance 16979 17265 16959 14577 14424 16830
Education and study grants 5713 5848 6 242 6 400 6 756 7115
Housing allowance 8 669 9220 8 373 6 195 5749
Maintenance support 2938 3196 3282 3 359 3023 2989
Assistance allowance 1771 3717 4184 4 496 5192
Other central government transfers 6 830 8714 7 620 6 640 8150 13550
Social allowance 18893 12730 12514 13716 13961 12771
Local government pensions 5927 6 135 6 485 6 949 7195 8 884
Other local government transfers 1895 1826 1444 1366 1344 989
Capital transfers 782 709 812 985 499 639
Total 353096 366588 367971 359970 360253 371603

1999 2000 2001 2002 2003 2004
Old-age pension 146 513 149682 153680 161227 179980 187 142
Activity and sickness compensation 37906 39004 40967 44657 50059 54152
Other central government pensions 20113 19959 20284 20909 22878 23365
Sickness benefit 26024 33078 38582 43073 42280 37535
Parent’s insurance 14721 15305 16703 18225 19989 21309
Work injuries insurance 5883 5589 5614 4 854 5 846 5921
Open unemployment 29598 29583 23024 22533 28256 32534
Labour market political measures 12 990 9930 9747 11102 9746 9 968
Other labour market 3777 3099 2151 1963 1 566 1395
Housing supplement for pensioners 9940 9618 10408 10502 10979 10949
Child allowance 16766 18932 21109 21018 20956 20874
Education and study grants 7337 7 386 8751 10546 10628 10636
Housing allowance 5067 4372 3994 3718 3 567 3313
Maintenance support 2 897 2631 2 496 2343 2149 2027
Assistance allowance 6 031 6 960 8 236 9145 11166 12748
Other central government transfers 13011 12536 10735 9658 8 220 9178
Social allowance 12098 11267 10680 10369 10163 10618
Local government pensions 8562 14003 16128 16239 16662 17558
Other local government transfers 1390 1383 1615 1292 1305 1499
Capital transfers 1188 318 936 792 720 610
Total 381812 394635 405840 424 165 457 115 473 331
Notes:

Activity and sickness compensation were earlier called disability pension. Other central government
transfers cover for example allowance for children with handicaps and other forms of handicap payments.

Source:

SCB, National Accounts, Table 20 Transfers from general government sector to household and non-profit

institutions serving households
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Table 11
Public sector gross fixed capital formation by purpose, current prices. SEK
Millions
Function 1993 1994 1995 1996 1997 1998
01 General public administration
Central government 3600 3037 3001 3399 3577 3146
Local government 5173 6 800 7784 7717 7929 7 008
Total public sector 8773 9837 10785 11116 11506 10154
02 Defence
Central government 391 1068 889 724 561 906
Local government 25 41 124 132 27 56
Total public sector 416 1109 1013 856 588 962
03 Public order and safety
Central government 1250 1499 1448 1405 1181 1761
Local government 364 504 518 506 404 423
Total public sector 1614 2003 1966 1911 1585 2184
04 Economic affairs
Central government 16871 21109 23588 20262 16368 19128
Local government 2339 2157 2249 2217 1969 3040
Total public sector 19210 23266 25837 22479 18337 22168
05 Environmental protection
Central government
Local government
Total public sector
06 Housing and community amenity
Central government 60 42 43 51 35 49
Local government 3404 3016 1071 1036 1096 389
Total public sector 3464 3058 1114 1087 1131 438
07 Health
Central government 57 40 35 46 44 81
Local government 4 865 5062 5 860 5807 6 131 6 254
Total public sector 4922 5102 5895 5853 6175 6 335
08 Recreation, culture and religion
Central government 107 98 95 140 215 180
Local government 2613 2962 2514 2437 2270 2437
Total public sector 2720 3060 2609 2577 2485 2617
09 Education
Central government 2620 3249 2571 2576 2531 3353
Local government 5450 7109 7078 6174 6 176 6114
Total public sector 8070 10358 9 649 8750 8 707 9 467
10 Social protection
Central government 840 903 1100 764 498 576
Local government 3213 3 349 3 561 2978 1843 1911
Total public sector 4 053 4 252 4 661 3742 2 341 2 487
Total
Central government 25796 31045 32770 29367 25010 29180
Local government 27446 31000 30759 29004 27845 27632
Total public sector 53242 62045 63529 58371 52855 56812
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Table 11 (cont.)

Function 1999 2000 2001 2002 2003
01 General public administration

Central government 4 480 5100 4 951 5115 4 866

Local government 7 080 7 836 9565 10848 9 867

Total public sector 11560 12936 14516 15963 14733
02 Defence

Central government 1071 2 557 2282 2 250 1276

Local government 32 32 12 41 57

Total public sector 1103 2 589 2294 2 291 1333
03 Public order and safety

Central government 2630 2 065 2 301 2317 1975

Local government 481 486 586 648 599

Total public sector 3111 2 551 2 887 2 965 2574
04 Economic affairs

Central government 16418 13314 15030 18935 21900

Local government 3 588 3677 4525 5115 4579

Total public sector 20006 16991 19555 24050 26479
05 Environmental protection

Central government .. 353 412 399 8

Local government

Total public sector .. 353 412 399 8
06 Housing and community amenity

Central government 335 155 124 163 69

Local government 701 669 695 1039 1055

Total public sector 1036 824 819 1202 1124
07 Health

Central government 96 75 75 108 117

Local government 7725 6 306 6 450 7 211 7 543

Total public sector 7 821 6 381 6 525 7319 7 660
08 Recreation, culture and religion

Central government 254 238 164 125 200

Local government 2636 1838 1932 2285 2113

Total public sector 2890 2076 2 096 2410 2313
09 Education

Central government 3398 4 063 3992 3879 3445

Local government 6722 6 261 6 681 6 580 6 489

Total public sector 10120 10324 10673 10459 9934
10 Social protection

Central government 1364 1182 1121 1242 1254

Local government 2128 1985 1964 1875 1769

Total public sector 3492 3167 3085 3117 3023
Total

Central government 30046 29102 30452 34533 35110

Local government 31093 29090 32410 35642 34071

Total public sector 61139 58192 62862 70175 69181
Note:

The local government covers municipalities and county councils and until 2000 the Swedish Church.

Source:
SCB, National Accounts, Table 22 Government gross fixed capital formation by purpose
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Table 12
Public sector gross fixed capital formation by purpose, constant prices. SEK
Millions
Function 1993 1994 1995 1996 1997 1998
01 General public administration
Central government 3746 3 266 3255 3758 3874 3341
Local government 5385 7274 8 459 8472 8 541 7 356
Total public sector 9138 10547 11723 12241 12426 10707
02 Defence
Central government 359 1007 861 77 560 893
Local government 22 38 117 125 27 56
Total public sector 382 1048 981 845 588 948
03 Public order and safety
Central government 1329 1621 1549 1510 1254 1855
Local government 366 521 533 531 417 438
Total public sector 1695 2144 2086 2045 1674 2294
04 Economic affairs
Central government 20936 25265 26338 22162 17517 20309
Local government 2 856 2615 2607 2492 2150 3254
Total public sector 23845 27930 28998 24690 19691 23577
05 Environmental protection
Central government
Local government
Total public sector
06 Housing and community amenity
Central government 58 44 46 53 37 51
Local government 3578 3243 1158 1136 1182 404
Total public sector 3638 3289 1206 1190 1220 456
07 Health
Central government 61 44 36 50 46 85
Local government 5029 5311 6 161 6 337 6 636 6 568
Total public sector 5088 5353 6 196 6 385 6 681 6 654
08 Recreation, culture and religion
Central government 115 111 104 151 227 190
Local government 2751 3185 2719 2663 2 447 2553
Total public sector 2 868 3299 2824 2816 2 676 2744
09 Education
Central government 2681 3555 2808 2 806 2727 3 604
Local government 5623 7 557 7583 6 692 6 601 6 386
Total public sector 8302 11109 10404 9 505 9334 9 991
10 Social protection
Central government 904 1008 1212 847 547 619
Local government 3339 3 545 3786 3211 1962 1982
Total public sector 4 269 4 580 5021 4082 2522 2614
Total
Central government 30122 35871 36050 31944 26690 30864
Local government 28857 33304 33180 31716 29991 29013
Total public sector 58994 69135 69179 63638 56652 59870
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Table 12 (cont.)

Function 1999 2000 2001 2002 2003
01 General public administration

Central government 4608 5100 4 837 4 962 4 838

Local government 7 285 7 836 9223 10060 8873

Total public sector 11893 12936 14060 15025 13699
02 Defence

Central government 1080 2 557 2215 2173 1222

Local government 32 32 12 40 55

Total public sector 1112 2 589 2227 2212 1276
03 Public order and safety

Central government 2707 2 065 2248 2239 1965

Local government 488 486 609 668 655

Total public sector 3194 2 551 2 857 2905 2614
04 Economic affairs

Central government 17117 13314 14438 17713 19919

Local government 3771 3677 4 336 4818 4193

Total public sector 20894 16991 18774 22530 24117
05 Environmental protection

Central government .. 353 396 368 8

Local government

Total public sector .. 353 396 368 8
06 Housing and community amenity

Central government 344 155 127 166 74

Local government 77 669 667 956 936

Total public sector 1060 824 794 1123 1018
07 Health

Central government 100 75 73 103 116

Local government 7 888 6 306 6 199 6 682 6 884

Total public sector 7 987 6 381 6 272 6785 6 999
08 Recreation, culture and religion

Central government 263 238 159 118 194

Local government 2707 1838 1852 2114 1897

Total public sector 2970 2076 2011 2 233 2 090
09 Education

Central government 3527 4 063 3 888 3680 3404

Local government 6 878 6 261 6 524 6 260 6 148

Total public sector 10414 10324 10412 9940 9 552
10 Social protection

Central government 1431 1182 1092 1186 1247

Local government 2170 1985 1899 1760 1626

Total public sector 3 598 3167 2991 2 944 2870
Total

Central government 31110 29102 29473 32730 33060

Local government 31947 29090 31321 33369 31270

Total public sector 63060 58192 60794 66098 64314
Note:

The local government covers municipalities and county councils and until 2000 the Swedish Church.
2000 is the reference year for the price recalculation. Figures in constant prices cannot be summed.
Source:

SCB, National Accounts, Table 22 Government gross fixed capital formation by purpose
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Table 13

The size of the public sector in different countries. Percentage of total

GDP in each country 2004

Value- Consumption Expenditure Income

added
EU-15 13 21 47 45
EU-25 13 21 48 45
Sweden 19 27 57 58
Denmark 20 27 55 57
Finland 16 23 51 53
Ireland 10 16 34 35
UK 11 21 44 41
Netherlands 13 24 47 45
Belgium 14 23 50 50
Luxembourg 11 18 45 45
Germany 9 19 47 43
Austria 11 18 50 49
France 16 24 53 50
Spain 12 19 39 39
Portugal 16 21 47 44
Italy 13 19 49 45
Greece 13 17 50 43
Estonia 12 19 36 38
Latvia 14 20 36 35
Lithuania 12 18 33 32
Poland 16 19 45 41
Czech Republic 13 23 44 41
Slovakia 13 20 41 37
Hungary 17 24 50 44
Slovenia 14 20 47 45
Malta 19 23 49 44
Cyprus 17 19 44 40
Switzerland' 11 12 37 35
Iceland 18 26 47 47
Norway 16 22 46 58
USA 11 16 36 32
Canada 14 19 40 41
Japan® 9 18 38 30
South Korea' 9 13 31 31
Australia’ 17 35 35
1) Data from 2003.

2) Data from 2002.

Source: For EU countries and also Iceland and Norway: Eurostat (update: Jan 24 21:43:12 MET

2006)

For other countries: OECD (update: Jan 30 2006)
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Table 14
Gross public social expenditure and net total social expenditure in the OECD.
Per cent of total GDP in each country 2001

Public social Adjusted social

expenditure expenditure
Sweden 30 26
Denmark 29 23
Finland 25 20
Iceland 20 18
Norway 24 21
Ireland 14 13
UK 22 23
Netherlands 21 22
Belgium 25 23
Germany 27 28
Austria 26 22
France 29 27
Spain 20 17
Italy 24 22
Czech Republic 20 19
Slovakia 18 17
USA 15 23
Canada 18 20
Mexico 5 6
Japan 17 20
South Korea 6 10
Australia 18 21
New Zealand 19 16

Notes:

In the column for adjusted social expenditure, the OECD has attempted to make data more comparable
between countries. Additions have been made among others for some private insurance and deductions
for taxes and social benefits.

Source:
OECD: http://www.oecd.org/dataoecd/56/2/35632106.pdf
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Table 15
Expenditures on municipal activities, current prices. SEK Millions

1999 2000 2001 2002 2003 2004

Political work 4 407 4077 4241 4227 4 605 4 553
Infrastructure, protection etc 23375 22711 24762 25728 26789 27910
Culture 7712 8078 8 494 8902 9186 9 252
Recreation 8 837 8 828 9164 9579 9844 10026
Preschool and school age child care 39812 39862 41087 43992 46522 48125
Pre-school class 3508 3680 3788 3695 3876 3788
Compulsory school incl. comp. special
school 58955 62548 67786 71992 75120 76730
Upper secondary school incl upp. sec
special school 23410 24104 25652 27459 29539 30847
Municipal adult education 6 557 6614 6 464 6171 5197 4 870
Other education 1805 1761 2016 1888 2095 2092
Primary care and health and medical care
Gotland 1287 1268 1185 1172 1329 1128
Transport service for disabled 1381 1434 1434 1513 1657 1634
Care of the elderly 63800 67300 71424 75668 78280 79475
Persons with functional impairments 25400 27800 30332 34601 37964 40129
Abuse care for adults 3465 3661 3937 3976 4 562 4604
Child and youth care 7 494 8 063 8 800 9776 10593 10920
Other adult care 1102 1287 1387 1684 1519 1398
Economicl assistance 11532 10688 9787 9627 9502 9 854
Family law 362 359 392 412 437 459
Refugee reception 2160 2 046 2177 2047 2315 2 060
Labour market measures 6 087 5176 4917 5206 5184 5122
Total compulsory activities 302428 311341 329226 349287 366060 374976
Industry and housing 5000 5790 4 966 5119 5334 5237
Communications 2 991 3123 3118 3382 4 056 4283
Energy, water and waste 11873 12800 12960 13434 13697 13570
Total market activities 19864 21714 21044 21935 23087 23090
Total operating activities 322292 333055 350270 371222 389147 398 066
Source:
SCB, Municipal use of resources, OE 25 SM 0501
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Table 16
County councils, expenditure and receipts by activity 2004. SEK Millions
Net External Internal External Internal Investment
expenditure expenditure expenditure income income  expend-
for activities for activities from from iture

activities activities

Primary care 26 200 22 400 13 800 2200 7 900 200
Specialist somatic care 82 200 64 900 43 100 8 600 17 800 2900
Specialist psychiatric care 14 700 12 900 7 300 1200 4500 100
Dental care 4 500 7 000 2200 3500 1200 200
Other health and medical care 12 200 14 100 4 600 3700 2900 300
Pharmaceutical benefits -600 19 000 0 19 600 0 0
Political work concerning

health and medical care 1000 800 200 0 0 0
Health and medical care 140 000 140 900 71 300 38900 34 300 3700
Education 800 1800 400 1400 0 100
Culture 2100 2500 100 500 0 0
Transport and infrastructure 7 400 8 800 100 1500 0 100
General regional development 1100 1200 0 100 0 0
Political work concerning

regional development 100 100 0 0 0 0
Regional development total 11 500 14 500 700 3600 100 200
Service activities 0 40 600 -5 800 5800 29 000 2 600
Other 700 3400 0 0 2700 0
Total activities 152 200 199 400 66 200 48 300 66 200 6 500
External financing: 1700 152 700

Tax revenues 141 800

Central government grant 9600

Net financial income 1700 1300

Extraordinary

income/expenditures 0

Note:

Net expenditures are gross expenditure minus gross income. Total net expenditure for all activities
includes net expenditure for the municipality of Gotland (SEK 998 million) for health and medical care.
Gotland is not included regarding revenues and expenditure from activities. Investment expenditure is
exclusive purchase of financial assets. Other covers pension and internal interest income.

Source:

The Swedish Association of Local Authorities and Regions Statistik om halso- och sjukvard samt regional
utveckling 2004.
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Table 17
Central government budget income 2004, current prices. SEK Millions
Income Central Outcome Net Difference
govern- income/ with central
ment Income Expenditure net govt.
budget expenditure budget
1000 Taxes etc. 646 747 1720489 1083488 637 001 -9746
1100 Tax on income 54 036 567 792 522 086 45706 -8 330
1111 Physical persons, income
taxes, net -19 339 495 225 522 086 -26 861 -7 522
1121  Legal persons, income taxes,
net 68 399 67 170 0 67 170 -1229
Taxation of group life
1123 insurance 1251 1350 0 1350 99
Social charges and taxes on
1200 income 266 775 458 460 192 420 266 040 -734
1300 Taxes on property 36418 37 126 0 37 126 708
1400 Taxes on goods and services 313 285 310 026 1150 308 876 -4 409
1411 Value-added tax, net 214 163 213 240 0 213 240 -923
1424  Tax on tobacco 8 441 8 181 0 8 181 -260
1425 Tax on alcohol 10 769 10 247 0 10 247 -522
1428 Tax on energy 63 049 61665 1150 60 515 -2 534
1461  Vehicle tax 7 854 8 062 0 8 062 207
1471  Customs duties 3526 3504 0 3504 -22

1500 Equalisation tax and
compensation for value-added

tax -6 261 26 736 32512 -5 776 486
1600 Payment differences, tax

account -7 243 -5 458 0 -5 458 1785
1700 Reduction of taxes -10 263 1 9514 -9 513 749
2000 Income from central

government activities 29 384 35 084 1 35082 5698
2131 Delivered surplus from

Riksbanken 5900 6 100 0 6 100 200
2153 Delivered surplus from AB

Svenska spel 3200 3677 0 3677 477
2400 Dividends 4900 7 597 0 7 597 2697
2500 Compulsory charges 6 496 6 677 0 6 677 181
3000 Income from property sold 15000 136 0 136 -14 864
4000 Repayment of loans 2269 2 391 0 2 391 122
5000 Computed income 8 222 8 252 0 8 252 30

Central government pension
5200 contributions 7 680 7 667 0 7 667 -13
6000 Grants etc from EU 10 818 11 555 0 11 555 737

Grants from EU agricultural
6100 support 8100 8 035 0 8 035 -65
Total income 712439 1777907 1083489 694 418 -18 021
Notes:

The expenditures reported under central government budget income are largely taxes collected by the
central government, but which are assigned to other sectors, such as local government taxes.
Sources:

The Swedish National Financial Management Authority (ESV) Statsbudgetens utfall 2004
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Table 18

Central government budget expenditures per expenditure area 2004, current

prices. SEK Millions

Expenditure area CG-  Suppl. Total Outcome Diff. CG- Diff. total
budget budget assigned budget assigned

UO01 The Swedish Political System 7 896 39 7 936 7 539 -357 -396
UO02 Economy and fiscal

administration 9198 10 9208 9 221 23 13
UO03 Tax, customs and enforcement 8 556 102 8 658 8 569 13 -89
UO04 Justice 26 432 251 26 683 26 318 -114 -365

Foreign policy administration
UOO05 and international co-operation 1257 0 1257 1267 10 10
UO06 Defence and contingency

measures 44 331 15 44 346 42 846 -1485 -1 500

International development co-
UOO07 operation 19 857 0 19 857 19 907 50 50
UOO08 Immigrants and refugees 7 005 320 7 325 7 466 461 141
UOQ09 Health care, medical care,

social services 37 665 1629 39 294 36 809 -856 -2 485
UO10 Financial security (illness and

disability) 123 981 2883 126864 122916 -1 065 -3948
UO11 Financial security (old age) 50 656 0 50 656 51229 573 573
UO12 Financial security (familles and

children) 53 852 840 54 692 53 925 72 -768
UO13 Labour market 61989 7 366 69 355 67 481 5492 -1874
UO14 Working life 1135 0 1135 1091 -44 -44
UO15 Study support 21925 -3 21922 20833 -1 092 -1 089
UO16 Education and university

research 43 962 3 43 965 43 981 19 16
UO17 Culture, media, religious

organisations and leisure 8 664 -2 8 662 8739 75 76
UO18 Community planning, housing

supply and construction 8798 17 8 815 8723 -75 -92

Regional balance and
UO19 development 3106 0 3106 3301 195 195

General environment and
UO20 nature preservation 3771 42 3813 3330 -440 -482
U021 Energy 1663 0 1663 2 069 406 406
U022 Communications 28 535 0 28 535 29139 604 604
UO23 Agriculture and forestry,

fisheries etc 14 279 13 14 292 12219 -2 060 -2 073
U024 Industry 3491 -13 3478 3690 199 212
UO25 Grants to municipalities 73706 -2600 71106 69 834 -3872 -1272

Interest on central government
UO26 debt etc 47 684 0 47 684 52718 5034 5034
U027 Contributions to the European

Community.... 24 472 0 24 472 25 563 1091 1091
Total expenditure areas 737868 10912 748781 740723 2 855 -8 057
Change in funds previously allocated 0 0 0 0 0
Swedish National Debt Office net
lending 20 156 20 156 10 305 -9 851 -9 851
Adjustments to cash basis -3 931 -3 931 -3 268 663 663
of which transfer from AP-funds -3 931 -3 931 -3 975 -44 -44
Total central government budget
outcome etc 754093 10912 765006 747 761 -6332  -17 245

Notes: The central government budget here refers to the original central government budget which the
Riksdag adopted in December 2003, excl supplementary budget.
Sources: The Swedish National Financial Management Authority (ESV) Statsbudgetens utfall 2004
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Facts on statistics

Here follows a brief description of the primary sources and the principles
used in the book. For a more detailed account of the definitions and methods
of calculation used, see the descriptions of the statistics available at
www.scb.se for the respective statistical source.

The statistics presented in this book on the public sector have been
obtained from different statistical sources. Since the statistics in the
primary sources are often produced for different purposes, there are
differences in definitions and reporting principles. In connection
with the reports presented earlier in the book, we have also pointed
out the differences between them.

Publishing — definitive and preliminary annual
data

The statistics published in the book are annual data and drawn from
the most recently published official statistics. Different statistical
sources publish their data at different times during the year depend-
ing on the degree of processing required. This means that the data
reported does not always refer to the most recent calendar year.

In order to provide the reader with the most up-to-date figures,
preliminary statistics are sometimes presented. These figures may
subsequently be revised in later publications.

Time series

The statistics are presented mainly for the most recent year. Time
series are also presented. The majority of the time series have 1993
as their starting year, but other starting years also occur. The fact
that 1993 is used in most cases is due to a modification made to the
National Accounts (NA) in accordance with the European System of
National and Regional Accounts (ESA) the same year. A new
industrial classification scheme was established in 1992, which also
made 1993 a suitable starting year.

There are always difficulties involved in choosing a starting year,
since reporting is affected by whether the starting year occurs
during a recession or an upturn in the economy. 1993 is at the
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beginning of the upturn in the economy following the downturn
usually referred to as "the crisis years".

Current prices and constant prices

Both current and constant prices are used in the presentations. In
order to correctly monitor changes in volumes, it is appropriate to
use constant prices which "eliminate" the effect of price and salary
changes. Below follows an account of how constant prices are
calculated in NA.

Up until 1991, NA used price indices with a fixed base year for
making constant price calculations. After 1991, constant price cal-
culations were used with a rolling base year. This chain linking
method means that each basic item is calculated in constant prices
based on the previous year's price. The advantage of the chain index
method is that different sub-aggregates are weighted together with
the latest available data and that no part of the system is given an
incorrect weighting as a result of relative price changes.

Constant prices can be presented in different ways, for instance,
they may be expressed as the previous year's price level or prices
based on a reference year - where the choice of year is optional.
Another alternative is to revise the index series based on the refer-
ence year or changes in volume between the years. Time series
expressed in the previous year's prices provide data that is difficult
to interpret. This is the reason constant prices are presented in
reference year prices. In the material presented here, the National
Accounts are reported both in current prices, and also in reference
year prices where 2000 is the reference year.

The National Accounts

The National Accounts (NA) together with the Financial Accounts
(FA) comprise the total National Accounts' system that summarises
and describes Sweden's economic activities and development. NA
contains real transactions and FA financial transactions and balances.
NA provides analytical material on the Swedish economy. NA is used
by the Ministry of Finance for the central government budget and
long-term assessments of the economy, by the EU for determining
the EU fee, by the European Central Bank for assessing convergence
criteria, as well as by the National Institute of Economic Research et
al for ongoing economic analysis. Other users are industry and labour
market organisations, banks as well as international organisations
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using NA not only for compiling international statistics, but also for
making comparisons and assessments.

In the same way as in corporate accounting, the double entry method
is used. Payments are reported from both the paying and receiving
side. The bookkeeping consists of financial transactions which have
taken place during a specific time period. In contrast to corporate
bookkeeping, the National Accounts are largely based on statistics,
since it is not feasible for a whole country or region to book each
transaction. The accounting is mainly on an accrual basis, which
means that income and expenditure are reported in the period when
the transaction was carried out.

One of the most important features of the NA is the time series aspect.
This is the reason for explicitly focusing on long time series with few
discontinuities in the statistics.

Statistical coverage

NA describes, within the framework of a closed accounts system,
the production of goods and services and their use, income form-
ation, redistribution and use of income, capital formation, as well as
transactions with the rest of the world. An integral part of NA are
the supply and use tables (the basis for input-output tables) with a
systematic division of production and use of around 400 product
groups. This provides good opportunities for reconciliation and a
sound basis for consistent constant-price calculations. In connection
with production calculations, data is also compiled on employment
expressed in terms of number of employees and hours worked, as
well as salaries.

Definitions and explanations

The Swedish National Accounts are produced in accordance with
ESA 95 (European System of National and Regional Accounts)
which is an EU regulation (Council Regulation (EC) No 2223/96).
ESS 95 is the EU's application of SNA 93 (System of National
Accounts) which is an international recommendation of the UN,
OECD, EU, IMF and the World Bank.

Swedish National Accounts have been produced since May 1999 in
accordance with ESA 95 and cover the period from 1993 and onwards.
Older time series (1950-1998) are based on earlier international
recommendations (SNA 68). Conversion of the earlier material back
to 1980 has, however, been done for some aggregates. Some main
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aggregates have been linked back to 1950. These series are available
at Statistics Sweden's web site.

Production of statistics

NA are compiled using a number of different primary statistical
sources. The definitions and the degree of coverage of the different
sources do not always correspond with the needs of NA. To obtain
total coverage and appropriate definitions, different models are used
for making calculations in NA. Finally, a reconciliation is carried out
between supply, use and income in the system in order to identify
and remedy shortcomings in consistency between different parts of
the accounts.

For further information, see Description of statistics (Beskrivning av
statistiken), www.scb.se/nr.
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Differences between calculations in NA and the
central government budget

The National Accounts: NA reports among other things changes in
financial assets and liabilities. In addition to the funds in the central
government budget, there are fees, funds, loan financed activities as
well as income from sales. Accounting is accrued and aims to reflect
the economic events of the period during which the activities were
performed. Income is reported when performed and expenditure
when resources are consumed.

Central government budget: Reporting in the central government
budget mainly takes place in terms of the so-called expenditure
principle where balances reflect cash flows.

Consumption of fixed capital: This is the term used in NA for capital
depreciation. These values should be based on market prices and not
on replacement prices. In the central government budget, there is no
capital consumption.

Insurance premiums: In the central government budget, insurance
premiums are reported as intermediate consumption. NA does not
regard insurance premiums as intermediate consumption but rather
as a transfer.

Reporting of EU fees /contributions: NA defines certain parts of the
EU fee as a production tax. In the central government budget, these
fees are reported as an expenditure of the central government. In
addition the EU contribution is reported in the central government
budget as an income which is redistributed by the government to
companies and local government. NA attributes the contributions
directly for the different sectors.

Labour statistics based on administrative
sources, RAMS

Aim and background

RAMS aims at providing annual data on employment, commuting,
industrial structure, as well as personnel structures in organisations
and establishments. In addition, events and flows are examined on
the labour market based on longitudinal approaches. RAMS was
first presented in 1985.

Over the years the RAMS register has been expanded with more
variables and a new register system has been created which
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provides greater opportunities to highlight employment in different
types of organisations and establishments.

Use of statistics

Planners in municipalities, county administrative boards, labour
market boards, have traditionally used these statistics as have
central government agencies and authorities. The main use has been
to describe industrial structure and changes in employment, both
regionally and locally. In addition RAMS is used to plan child care
and transport, and also provide a basis for measures aiming at
strengthening employment.

After the statistics were expanded, they have been increasingly used
by researchers and central government authorities when analysing
the functioning of the labour market, and for following up and
evaluating industrial, labour market and regional policies.

Statistical coverage
RAMS covers four registers:

e The Employment Register (Sysselséttningsregistret, SREG)
o The Activity Register (Aktivitetsregistret, AREG)

e The Register of Organisations in RAMS (Registret 6ver foretag i
RAMS, ORGRA)

o The Register of Establishments in RAMS (Registret 6ver arbets-
stillen i RAMS, CFAR)

The Employment Register (Sysselsittningsregistret , SREG) shows a
person's employment status in November and covers the whole of
the Swedish population at the end of December. The register contains
a variety of data from different sources. SREG is the main register in
RAMS.

The Activity Register (Aktivitetsregistret ) contains four database
tables which show different means of support such as jobs, studies,
categories of job seekers and also other activities (mainly in the form
of social transfers). The Job register (Jobbregistret) is the most central
part of the activity register, since here data is obtained from state-
ments on employment and corresponding data for self-employed
persons (income statements concerning income from business activi-
ties).
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The register of organisations (ORGRA) contains all the organisations
existing in RAMS. The register of establishments (CFAR) contains all
establishments for organisations occurring in RAMS.

Objects and population

The population in the employment register comprises the population
as of 31/12 each year. The most important categories in the employ-
ment register are the number of persons employed, the relative share
of employed population, number of persons commuting to work
across municipal boundaries during the reference period of Novem-
ber. This is carried out for different groups of the population. RAMS
uses the concept of gainfully employed as opposed to employment .
Assisting family members are included in the category of employed
but not in gainfully employed. This category is entirely absent in the
public sector and the number of assisting family members are gene-
rally very few, which is why differences between the terms gainfully
employed and employed are virtually non-existent. Mobility on the
labour market is described as the number of persons changing jobs,
and entering or leaving the labour market. Yet another measure is
job turnover calculated as a percentage of total employment.

The population in the activity register comprises all the activities of
individuals that are assumed to have an impact on their means of
support. Activities are then broken down by type of activity such as
jobs, studies and category of jobseeking.

For further information, see Description of statistics (Beskrivning av
statistiken),

Summary of accounts for municipalities (RS)

Aim and background

The aim of the survey Summary of Accounts for Municipalities (RS)
is to provide both at the municipal and the national level reliable
data on the financial position of municipalities, regarding their
current position and changes. The survey also contains an inventory
of companies owned by local government.

The summary of accounts contains a large amount of annual finan-
cial data from the accounts of the municipalities. All municipalities
are included and data is reported both in summary form at the na-
tional level and as key figures at the municipal level. The summary
includes the two earlier separate expenditure surveys "Jamforelsetal
for huvudman, Barnomsorg och skola" (Comparative figures for
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principal organisers, Child care and the school) and "Jamforelsetal
for socialtjansten" (Comparative figures for social services).

Use of statistics

RS is used by NA as a source for calculating the municipal share of
GDP, net lending , investments and transfers and also the operating
surplus of quasi corporations owned by local government. At the
national level, data from RS is also used as a basis for calculating
municipal financial equalisation.

RS has also been used at the municipal level to calculate central
government grants for the maximum fee in child care and to calcu-
late the central government grant for LSS-equalisation. The data
from RS is used by:

e municipalities themselves to compare their own finances with
other municipalities in order to identify opportunities for making
efficiency gains.

e the Ministry of Finance to determine the financial status of indiv-
idual municipalities and to follow up and evaluate municipal
activities.

e banks and other financial institutes to assess the credit status of
municipalities.

Objects and population

RS comprises a large amount of financial data from the annual
reports of the municipalities. The population is made up of all 290
municipalities in Sweden.

Summary of accounts for county councils

Aim and background

The Swedish Association for Local Authorities and Regions collects
statistics on the financial status in county councils and regions. The
statistics are intended to provide data about health and medical care,
and other county council activities at both the regional and national
level. They should satisfy the requirements of the central govern-
ment for economic data about the sector. Not least the county coun-
cils and regions should be given the opportunity to compare them-
selves with each other.
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Use of statistics

The financial statistics are intended to satisfy the central govern-
ment's requirements for public statistics and provide amongst other
things the basis for the county council share of GDP, investments,
transfers, operating surplus and also net lending.

At the national level, data from the county councils' summary of
accounts is used as a basis for calculating financial equalisation for
the county councils.

Objects and population

The statistics comprise a large volume of economic data from the
annual reports of the county councils. The population is made up of
all the county councils in Sweden, and also health and medical care
in Gotland.

For further information, see Facts on statistics <www.skl.se>

Basis for the central government's net lending

The Swedish National Financial Management Authority, ESV, is a
central administrative authority under the Ministry of Finance. ESV
collects, processes and analyses data on the financial status of the
central government. The information is used, among others, as a
basis for calculating the central government share of GDP and net
lending in the National Accounts. For further information, see
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Subject index, explanation of terms

Term

Explanation

Assistance
allowances 109

ATP 125

Budget margin 43

Statistics Sweden

Persons who are covered by the Act (Lag 1993:387)
concerning Support and Service for Persons with
Certain Functional Impairments (LSS) have the right
to assistance in their daily activities according to the
Act on compensation for assistance (LASS Lag
1993:389) if a person needs assistance for their basic
needs for an average of more than 20 hours a week.
Questions concerning compensation for assistance
are handled by the Swedish Social Insurance
Administration.

The former national supplementary pension scheme.
The former national old age pension system consisted
of two parts, the national basic pension scheme and
the national supplementary pension scheme (ATP).
The national basic pension was a flat-rate provision
covering all pensioners while ATP depended on
income. Entitlement to full ATP required 30 years of
work. Employers' fees together with a buffer fund
financed ATP. ATP was designed to cover 60 per
cent of the average pensionable income during the
“best” 15 years. ATP can be described as a defined
benefit, pay-as-you-go system (DB PAYG). ATP,
introduced in 1960, proved to be financially un-
sustainable and a reform was needed.

The margin that exists for unforeseen expenditure
under the expenditure ceiling. During the three-
year period covered by the expenditure ceiling, both
socio-economic development and the consequences
of previously made decisions differ from what
would have been expected. Since the expenditure
ceiling is nominal and not to be changed as a con-
sequence of changing growth conditions, the budge-
tary margin constitutes a buffer against different
types of risks. This may be, for example, higher
unemployment, higher price and salary increases
and lower GDP growth.
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Term

Explanation

Central government
budget 35, 51

COFOG 60

Consolidate 45, 51,
52,59,71,74,75

Consolidated public
sector 51, 59

Consumption 18, 25,
28, 43, 56, 59, 60, 61,
62, 64, 83, 94,137,
138, 139

Derivatives 39, 73

Discounting 39

170

The central government budget is the government's
proposal for the budget which is submitted in two
steps to the Riksdag. The first step is in the spring
bill, which contains the guidelines for economic and
budgetary policy. The second step is the budget bill,
which is submitted in September and contains pro-
posals on how central government funds should be
allocated for different purposes, and calculations of
central government income for the following year.

Classification of the Functions of Government. An
international classification which groups expend-
iture of the public sector in terms of their function
or purpose.

When calculating e.g. net lending in the public
sector, the overlapping elements which the different
subsectors share with each other are excluded.
Another way of describing this is that the sector is
consolidated.

Means that the flows of money between different
subsectors within the sector are removed.

Consumption data consists of domestic institutional
units' expenditures on goods and services, used for
direct satisfaction of individual needs or desires or
collective needs amongst members of a community.
Consumption expenditure can occur in domestic
territory or abroad. According to the European
System of National and Regional Accounts (ESA),
public sector expenditure comprises consumption
use, salaries, production subsidies and capital
consumption.

Derivatives give rise to rights and obligations which
mean that one or more of the financial risks that exist
in an underlying primary instrument are transferred
between the parties who have issued or acquired
the derivative. Typical examples of derivatives are
forward transactions, swaps, and option contracts.

This means that e.g. payments taking place at differ-
rent points in time are converted into a value based
on one point in time.
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Term

Explanation

Economic assistance

66

Expenditure ceiling
42,71

Expenditures subject
to ceiling limits 43

Extraordinary
income/expenditure
105,123, 152

Foreign currency
debt 39

Gainfully employed
161

Financial support, social assistance.

Maximum level for central government expen-
diture. Expenditure ceiling, decided by the Riksdag,
normally for the following three years.

Funds which are actually consumed during the
budget year. Expenditure under the ceiling com-
prises expenditures of the central government
budget and the old-age pension system. The
expenditures include funds allocated, as well as
funds saved from the preceding year. Expenditure
area 26 (interest on national debt etc) is not included
in ceiling limited expenditure.

Income/expenditure occurring temporarily in a
specific year. Income before extraordinary items is
thus a better measure of the current financial posi-
tion than after extraordinary items.

Central government borrowing in foreign currency.

The number of persons employed is reported in a
number of different sources, using different methods
of measurement and definitions. The National
Accounts use the Labour Force Survey (LFS) as a
source for measuring total employment, but also
use other sources for distribution by sector and
industry. NA makes certain additions to LFS, e.g.
for persons under 16 and over 64 (who are not
included in LFS). NA just like LFS is intended to
measure the number of employees, i.e. no conver-
sion is made to annual full-time equivalents. Labour
statistics based on administrative sources, RAMS,
also measures the number of employees. Here
measurements are made in November, whilst in
LFS measurements are made one week each month
of the year.
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Term Explanation
GDP expenditure GDP from the expenditure side in the National
approach 22 Accounts is a compilation which shows not only

Gross capital
formation 43, 97

Gross fixed capital
formation 64, 69

Income base amount
125

Intermediate
consumption 29, 61

Legal persons 56

Market value 74

172

supply (as a flow, not a stock) of goods and services
in a country over a period of time, but also the use
of these goods and services. The components are
GDP and imports on the supply side and consump-
tion, investments and exports on the use side. Total
supply and total use are equivalent by definition.

Gross capital formation covers

e gross fixed capital formation

e inventories

e objects of value (acquisition minus sales)

Gross capital formation means investments prior to
deductions for use of the capital during the period.

Consists of domestic producer's acquisitions, minus
sales, of fixed assets during a given period - e.g.
buildings, vehicles and other machines. In addition,
immaterial assets such as computer software and
literary works.

Each year the Government determines an income
base amount which is calculated with reference to
changes in the income index according to the Act
(1998:674) on income-based pension (LIP), section 1
chap 6 §. (SFS 2002:778). The income base amount
for 2004 was SEK 42 300.

Consists of goods and services used as inputs in the
production process. These goods and services can
either be further refined or consumed in the pro-
duction process. Not included here are fixed assets,
the use of which is treated as capital consumption.

Legal persons are those legal entities which are not
physical persons. Examples of legal persons are
limited liability companies, partnerships, associa-
tions and foundations.

The value which an asset has based on the view of
the market where the asset is for sale. The market
value is shown by the listings of the stock and
currency markets.
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Term

Explanation

Net expenditure
(county council) 152

Net lending 73

Nominal value 30, 74

Non-profit
institutions serving
households (NPISH)
18,129, 130

Pharmaceutical
benefits 118

Physical persons 18,
55, 56

Product taxes 51

Production taxes 51,
53

Statistics Sweden

All expenditure with deductions for all income. This
refers to the expenditure which the county council
finances through taxes, central government grants
and net interest income/expense. This refers to the
fact that the costs of the activity which the county
council produced for persons other than its own
population, as well as patient fees are deducted.

That part of disposable gross income which is not
consumed or used for gross capital formation, that
is total income minus total expenditure.

Term for measures that do not take price changes
into consideration. An equivalent term to nominal
value is the value in current prices.

Non-profit institutions serving households consist
of non-commercial organisations serving house-
holds. Their main income arises from voluntary
contributions or from the public sector. In addition,
income may occur from temporary sales and
capital. Examples of NPISH are sports associations,
trade unions and religious societies.

According to the Act (2002:160) on pharmaceutical
benefits etc, certain pharmaceutical products are
covered by the cost reduction (also called pharma-
ceutical discount) which provides protection against
high costs for the consumer. Decisions on which
pharmaceutical products are included in this benefit
are made by the Pharmaceutical Benefits Board.

A legal term for individuals. Compare legal persons
representing legal entities which are not physical
persons, for example, limited liability company,
partnerships, associations and foundations.

Taxes which are paid per unit for goods or services
which are produced or included in a transaction (ESA
§ 4.16). Import duties, energy taxes and value-added
tax are examples of product taxes.

Other production taxes consist of all taxes which a
company is obliged to pay as a result of its produc-
tion activities independently of the quantity or
value of what is produced or sold of the goods and
services (ESA § 4.22).
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Term

Explanation

Salaries 24, 61,

Social benefits in
kind 61, 94

Social charges 32, 51,
52,54, 81,135,136

Social insurance
sector 17, 51, 53, 54,
125, 129, 130

Stability and growth
pact 21, 30, 44

Swedish National
Debt Office 39, 40

Taxation 55

Transfer 3, 14, 15, 17,
18, 20, 28, 29, 30, 31,
32,33,34,51,52,59,
64, 65, 66, 67, 68, 81,
83, 86, 144, 158, 159,
161, 162

Value-added 23, 32,
61, 80

In the National Accounts, the term “salaries” covers
real salaries, employers' actual collective fees, pro-
duction taxes and special taxes on salaries. Real
salary refers to the salary which the employer pays
out and also benefits in kind (i.e. the goods and
services which the employee receives free or at
reduced prices). The real salary is adjusted for
changes in holiday pay liabilities.

Social benefits in kind mentioned earlier as direct
consumption, consist of goods and services for
households which are produced by market produ-
cers. Examples of social benefits in kind are
healthcare agreements, rehabilitation, dental care.

Largely consist of compulsory fees paid by the
employer e.g. sickness insurance, general pension,
labour market fees and parental insurance charges.

Earlier term for the old-age pension system. The
social insurance sector as of 1998 comprises only the
old-age pension system.

Defined in the EU Treaty which states that the
national debt of member states may reach a maxi-
mum of 60 per cent of GDP and that their budget
deficits may reach a maximum of 3 per cent of GDP.

The authority which administers the central govern-
ment's debt as well as borrowing.

Determines the amount from which a tax or a fee is
calculated.

One way payments from one unit to another. No
corresponding performance required as a rule.

A sector/industry’s value-added is the value of its
production minus resources consumed in produc-
tion. The total of all sectors/industries' value-added
with a supplement net of production taxes and
production subsidies make up GDP at market
prices.
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