Forecast
Central government budget
and public finances
November 2016

ESV 2016:55

About ESV’s forecast
The Swedish national management authority (ESV) makes
independent forecasts and analyses of the central
government budget and public finances. The current
forecast stretches up until 2020.
ESV’s forecast contribute to decisions and discussion
concerning fiscal policy and are based on current decisions
and legislative proposals from the government and the
parliament. Parliamentary resolution and notifications
have to be concrete in order for ESV to estimate the effects
on public finances.
ESV’s forecasts are based on ESV’s assessment of the
macroeconomic development and on financial reporting
from government agencies.
The forecast regards monthly outcomes of the central
government budget as of September 2016. Calculations
were completed 2 November 2016.

Download the publication
The publication can be downloaded as a pdf from
www.esv.se. Detailed tables from the forecast
can also be found in Excel on the website.
Fax: +46 8 690 43 50
Date: 18 November 2016
Dnr: 5.3-881/2016

Summary

General government net lending will show only a
small surplus of SEK 7 billion this year despite
substantial tax increases and strong growth in the
economy. This is due to rapidly rising expenditure, mainly due to the influx of asylum seekers
last autumn and initiatives in recent budget bills.
Next year there will be a deficit of SEK 11 billion
as expenditure continues to increase while there is
a slowdown in revenue growth. Net lending will
then strengthen and there will be surpluses from
2018 onwards. Only the central government sector will generate surpluses; both local government and the old-age pension system will show
deficits every year from 2016 to 2020.
Economic growth slowdown
GDP growth is expected to remain strong this
year but be almost 1 percentage point lower than
last year, due mainly to lower exports. Household
consumption will also rise slightly less this year,
while government consumption will grow strongly due to increased expenditure on refugee reception and initiatives in recent budget bills. Investment, in particular housing investment, will also
increase considerably. Next year, GDP growth
will slow further but will still be above its potential.
This strong growth in GDP means that resource
utilisation is rising, and that the Swedish economy
will operate above capacity from next year. As a
consequence growth will be relatively weak after
2017.
Increased activity in the economy in the near
future will boost demand for labour. The number
of people employed is expected to rise by almost
70,000 this year and another 50,000 next year.
Part of the rise in the coming years is due to increased participation in various forms of subsidised employment.
The strong growth in employment will lead to a
relatively rapid fall in unemployment. Unemployment will be below its equilibrium level in 2017.

The increase in employment will be subdued in
the years that follow and unemployment will rise
again.
The high utilisation of resources in the economy will lead to higher growth rates of wages and
inflation. Tax increases will also contribute to
higher inflation both this year and coming years.
Tax revenue growing more slowly, but tax
increases cushion the fall
Tax revenue will grow somewhat more slowly
this year than last year, despite tax increases of
more than SEK 30 billion. This is due to a
decrease in taxes on capital, which is mainly
explained by high capital gains and temporarily
high corporate income tax revenue last year.
Household capital income taxes will fall mainly as
a result of lower capital gains this year, but also as
a result of that the ceiling for deferred capital
gains from housing sales will be abolished. Tax
on return on pension savings and endowment policies will also fall to record-low levels due to low
interest rates. This is attenuated to some extent by
the addition of 0.75 percentage points to the
government borrowing rate.
Next year, growth in tax revenue will decrease
further. Weaker growth in the economy and employment will mean that both taxes on labour and
value-added taxes will rise more slowly. Tax increases will also be much smaller next year. Tax
on household capital gains will continue to decline as we assume that capital will amount to a
historical average as a share of GDP, adjusted for
the abolishment of the ceiling for deferred capital
gains from housing sales and for the introduction
of investment savings account, which is taxed on
the basis of a standardised yield. The temporary
abolishment of the ceiling for deferred capital
gains from housing sales will continue to reduce
taxes on capital next year, because the change did
not occur until June this year. Tax on return on
pension savings and endowment policies will

decrease only marginally next year despite the
government borrowing rate for 2016 – used to
calculate the tax on returns on pension savings in
2017 – being substantially lower than in 2015.
The reason why it will not fall further is that a
floor has been introduced for the government
borrowing rate for the taxation of endowment
policies, and that a floor will also be introduced
from next year for the taxation of pension savings.
Energy taxes will be affected by the agreement
reached between the government and parts of the
opposition during the spring. For example, higher
taxes on electricity will fund the phasing out of
tax on the thermal output of nuclear reactors and
reduced property tax for hydroelectric power stations. From 2017, tax rates on energy and carbon
dioxide will rise annually with the CPI plus 2
percentage points, rather than just the CPI. The
whole of this increase in indexation (the
additional 2 percentage points) for both energy tax
and carbon dioxide tax is to be applied to energy
taxes. This means that the taxation of biofuels,
which are charged with energy tax only, will
increase more quickly in percentage terms than
the taxation of other fuels. The design of the new
indexation regime will thus reduce the incentive
to use biofuels rather than fossil fuels. We
therefore assume that the use of biofuels will be
lower than it otherwise would have been.
The tax-to-GDP ratio will be largely unchanged
during the forecast period.
Large increase in expenditure due to
migration
Total central government budget expenditure will
increase by SEK 28 billion this year. Adjusted for
the fact that some expenditure relating to 2016
have already been paid out in 2015 and that the
expenditure level have been raised this year as a
result of a change in budget accounting, expenditure increase by as much as SEK 49 billion. This
substantial increase in the short term is due
mainly to higher spending on migration but also
to initiatives in recent budget bills. There will also
be a relatively large increase in expenditure next
year, though the rate of increase will level out
thereafter due to decreased expenditure on mi-

gration. Viewed over the entire forecast period,
expenditure will rise only moderately. As a share
of GDP, expenditure will fall at around the same
rate as in recent years.
The influx of asylum seekers last autumn
causes a rapid rise in expenditure on migration
and on the introduction of newly arrived immigrants both this year and next. Unaccompanied
minors will account for more than 50 per cent of
expenditure on refugee reception in 2016 and
2017 despite making up only around 20 per cent
of asylum seekers. Costs are substantially higher
for unaccompanied minors than for other asylum
seekers for a variety of reasons. From 2017 a new
reimbursement model for unaccompanied minors
will be introduced, with the result that the
standard payment to municipalities decreases.
Costs will also be reimbursed in the year they
arise, and not in arrears as is currently the case.
This is the main reason why spending on
migration will climb in 2017, because central
government will then need to reimburse
municipalities for both 2016 and 2017. In 2018,
spending on migration will significantly fall, due
both to the decrease in the standard payment and
to a much lower number of asylum seekers from
2016 onwards than in 2015.
Some migration expenditures are covered
under the international development cooperation
budget. These amounts to SEK 6 billion this year
and SEK 8 billion next year, or 14 and 18 per cent
respectively of the international development cooperation framework.
Expenditure on sickness benefit has now
slowed after increasing by an average of just over
12 per cent per year in 2011–2015, and is expected to fall in 2017 and 2018. Both the frequency
and duration of short-term sickness absence are
decreasing, but long-term sickness absence is increasing, which may be due partly to the abolition
of the time limit in the sickness insurance system.
The number of people receiving sick pay will continue to decline due to low inflow and the fact that
many people receiving sick pay will switch to retirement pensions over the next few years.
Labour market expenditure will be largely unchanged in 2016–2020. Unemployment benefits

will decrease somewhat over the next couple of
years as unemployment falls, but will then
increase somewhat again towards the end of the
period. The number of people in labour market
policy programmes will decrease, but expenditure
will be largely unchanged due to a growing
proportion of people in programmes that is
replaced with employment support, which cost
more per participant than programmes based on
activity support. The subsidy for new start jobs
will be lowered for the short-term unemployed but
raised for the long-term unemployed and recent
immigrants. There will also be a limit on how
long a new start job can be held. This is expected
to lead to a drop in the number of new start jobs
and hence a decrease in expenditure. Spending on
other forms of subsidised employment will,
however, rise.
Expenditure on the state attendance allowance
will be temporarily low this year because Försäkringskassan – Social Insurance Agency – is moving to payment in arrears. Spending will rise in
the coming years, due mainly to a continued increase in the average number of hours of support
per recipient. The number of recipients, however,
will decrease in the short term. The hourly allowance will rise more slowly in the coming years
since the standard amount will be raised with 1.05
per cent instead of 1.4 per cent.
Expenditure on education and academic research will rise considerably during the forecast
period due to initiatives in recent budget bills.
These include more places in adult education and
vocational training, higher salaries for teachers
and more staff in primary schools.
Interest payments on the national debt are currently low but will pick up during the forecast
period as market rates rises.
Surplus this year turning to deficit next year
General government net lending will show only a
small surplus this year despite strong growth in
the economy and substantial tax increases. Next
year the surplus will turn to a deficit as
expenditure continues to grow strongly but taxes
rise more slowly. The following years net lending
will return to surplus. These surpluses will

increase with time, because spending on migration
is set to fall, especially in 2018, and some other
expenditure will remain unchanged unless decided
otherwise. Revenue, meanwhile, will rise in line
with growth in the economy.
The surpluses will arise in the central
government sector; the local government sector
and the old-age pension system will show deficits
throughout the period. Despite substantial deficits
in terms of net lending, we expect the local
government sector as a whole to meet the balance
requirement as this is based on municipalities’ and
county councils’ accounting result, which is
higher than net lending. The accounting result will
show substantial surpluses in the short term due to
a sharp increase in central government grants. As
revenue growth slow as a result of unchanged
central government grants and tax rates from 2017
onwards, the surplus will approach zero towards
the end of the forecast period, despite consumption rising less than the demographic need in the
coming years.
Net lending in the old-age pension system will
turn negative this year due to average pensions
rising much more quickly this year than last. The
deficit will be largely unchanged in the coming
years.
The deficit in the government sector as a whole
in 2017 means that the general government gross
debt – or Maastricht debt – will increase in
nominal terms. It will fall as a share of GDP,
however, as GDP is growing relatively quickly.
Growing surpluses in subsequent years will mean
that the debt will decrease even in nominal terms.
Surplus target will not be met, but
expenditure ceiling will not be breached
The target of a surplus of 1 per cent in general
government net lending over a business cycle will
not be met during the forecast period. However,
expenditure will be below the expenditure ceiling
in all years of the forecast. Withdrawing a security
margin for unforeseen expenditure, the lowest
margin to the ceiling accounts to SEK 12 billion
next year. That is the amount that can be used for
permanent expenditure increases.

Budget balance higher than net lending this
year
Central government is expected to show a budget
surplus of SEK 46 billion this year, an improvement of SEK 78 billion on 2015. This is almost
SEK 70 billion more than the increase in central
government net lending and is due primarily to a
big change in tax accruals. Discounting expenditures for 2016 paid out at the end of 2015,
the budget balance will improve by SEK 48 billion. Excess deposits in the tax account and early

supplementary preliminary tax payments are estimated to have boosted tax revenue in 2015 and
2016. These will be removed from the tax account
over the next two years, reducing tax revenue.
Excess deposits in the tax account and earlier
supplementary preliminary tax payments are
estimated to have boosted tax revenue in 2015 and
2016. These will be removed from the tax account
over the next two years, reducing the budget
balance.

Table 1. Key figures
Forecast
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

GDP, constant prices, annual percentage change

2.7

-0.3

1.2

2.6

4.1

3.2

1.7

1.7

1.6

2.1

GDP, constant prices, calendar adjusted, annual
percentage change

2.7

0.1

1.2

2.7

3.9

3.0

2.0

1.8

1.6

1.8

Household consumption, constant prices, annual
percentage change

1.9

0.8

1.9

2.1

2.7

2.3

2.1

2.0

2.0

2.1

Public consumption, constant prices, annual
percentage change

0.8

1.1

1.3

1.5

2.5

3.7

1.4

0.2

0.3

0.8

Gross fixed capital formation, constant prices, annual
percentage change

5.7

-0.2

0.6

5.5

7.2

7.1

2.8

2.9

2.2

3.0

Inventory investment, contribution to GDP growth,
percentage points

0.5

-1.1

0.2

0.1

0.3

0.2

-0.2

-0.1

0.0

0.0

Exports, constant prices, annual percentage change

6.1

1.0

-0.8

5.3

5.6

2.3

2.1

3.5

3.6

3.8

Import, constant prices, annual percentage change

7.3

0.5

-0.1

6.3

5.5

4.2

2.4

3.4

3.7

3.8

Real disposable income, annual percentage change

4.1

3.8

1.8

2.8

2.6

2.5

3.0

1.1

1.0

1.2

Household saving rates, per cent of disposable
income

5.2

7.9

7.9

8.4

8.3

8.5

9.3

8.4

7.5

6.6

Total wages annual percentage change

5.6

3.7

2.7

3.8

4.5

4.6

4.4

4.2

3.9

3.7

Number of hours worked, calendar adjusted, annual
percentage change

2.4

0.9

0.6

1.8

1.3

2.1

1.1

0.7

0.4

0.4

Unemployment ILO-def. 15-74 years, per cent of
labour force

7.8

8.0

8.0

7.9

7.4

6.9

6.5

6.3

6.3

6.5

General government net lending, SEK billion

-7

-36

-52

-63

8

6.7

-11

3

27

68

General government net lending, per cent of GDP

-0.2

-1.0

-1.4

-1.6

0.2

0.2

-0.2

0.1

0.6

1.3

Consolidated gross debt (Maastricht), per cent of
GDP

37.5

37.8

40.4

45.2

43.9

41.5

40.4

38.6

36.1

33.1

0.6

0.6

0.6

0.4

0.3

0.1

-0.3

-0.5

-0.4

-0.2

-0.4

-0.4

-0.3

Net lending, ten-year average, per cent of GDP
Ten-year average, cyclically-adjusted, per cent of
GDP

0.3

0.4

0.4

0.2

0.0

-0.1

-0.3

Seven-year indicator, per cent of GDP

-0.6

-0.8

-0.7

-0.7

-0.7

-0.4

0.0

Seven-year indicator, cyclically-adjusted, per cent of
GDP

-0.3

-0.5

-0.6

-0.7

-0.7

-0.5

-0.1

Cyclically-adjusted balance, per cent of GDP

-0.2

-0.7

-1.2

-1.4

-0.7

-0.1

-0.4

-0.1

0.5

1.3

Tax over GDP ratio, per cent of GDP

42.5

42.6

42.9

42.6

43.3

43.5

43.4

43.5

43.5

43.5

Central government expenditure, SEK billion

805

812

921

362

892

920

962

965

964

987
1 291

Expenditure subject to the expenditure ceiling, SEK
billion

989

1 022

1 067

1 096

1 135

1 179

1 243

1 257

1 272

222

238

257

258

267

285

300

312

324

335

Margin to the expenditure ceiling, SEK billion

74

62

28

11

23

36

31

75

120

175

Central government budget balance, SEK billion

68

-25

-131

-72

-33

46

-13

25

72

90

Non-recurring effects on C, govnmt budget, SEK
billion

36

8

-74

-14

-1

22

-15

-16

5

4

of which old age pension system, SEK billion

Budget balance excl. non-recurring effects, SEK
billion
Central government debt, per cent of GDP
Source: Statistics Sweden and ESV

32

-33

-57

-58

-31

24

3

41

67

86

29.4

30.2

32.8

34.2

32.3

30.1

29.2

27.4

25.0

22.0
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MACROECONOMIC DEVELOPMENTS

1

Macroeconomic developments

GDP is continuing to grow strongly this year, albeit not as strongly as last year. It is again mainly
domestic demand that is fuelling economic
growth, with net exports pulling in the other direction. Growth will slow next year but remain
relatively brisk. The strong growth means that demand for labour is increasing, and the number of
people in employment will rise by a total of
120,000 in 2016 and 2017. It also means that
labour shortages and resource utilisation in the
economy will increase, as will inflation. GDP and
employment will be above the long-term sustainable level in 2017, and unemployment will fall below the equilibrium rate. Growth will slow further
in the following years, and unemployment will
rise.
GDP growth strong but slowing
GDP will increase by 3 per cent this year in calendar-adjusted terms, down from almost 4 per cent
in 2015. It is primarily exports that are rising
more slowly, whereas domestic demand is continuing to grow strongly. The slowdown in exports
means that net exports will erode GDP growth by
0.6 percentage points this year after boosting
growth by 0.3 percentage points last year.
Next year, the growth rate will fall further, due
mainly to investment and government consumption rising much more slowly. The strong growth
this year and relatively strong growth next year
mean that GDP will be above the potential, longterm sustainable level in 2017. Growth will therefore be relatively weak in the years after that.
Exports have slowed
Lower export market growth meant that exports of
goods fell in the first half of 2016. Exports of
services also decreased in the first quarter, due
partly to a temporary spike at the end of last year.
The foreign trade statistics show that exports of
goods remained weak in the third quarter.

Chart 1. GDP at market prices, constant prices
Calendar- and seasonally-adjusted quarterly values
SEK billion

Per cent
10

1 189
1 158

8

1 127

6

1 096

4

1 066
1 035

2

1 004

0

973

-2

942

-4

912

-6

881
850

-8
2009

2011

2013

2015

Annual percentage change

2017

2019

SEK billion

Source: Statistics Sweden and ESV

The global economy is expected to pick up on
the back of expansionary economic policy, but
growth will still be relatively weak by historical
standards, due to reduced growth potential. In the
euro area, Sweden’s most important export market, growth will be sluggish due to structural issues and problems in the banking sector, and GDP
growth will average just over 1.5 per cent per annum. Growth in the US will be stronger, especially this year, but will then slow as the economy
reaches full capacity. Norway has been hit by the
slide in oil prices, but growth will pick up somewhat next year, as it also will in Denmark and
Finland. Growth in the UK is expected to be negatively affected by Brexit this year and slow further
next year. All in all, the market for Swedish exports will grow by just 2 per cent this year but will
accelerate somewhat in 2017 and again in 2018,
thanks mainly to faster growth in the other Nordic
countries, which are key export markets. Despite
slightly higher export market growth in 2017, exports will rise somewhat more slowly next year
than this, due to Swedish exporters returning to
losing market share as the effects of the krona’s
depreciation in 2015 fade.
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Households cautious
Household consumption will rise more slowly
than disposable income this year, leading to an increase in the saving rate despite strong balance
sheets. The saving rate is very high by historical
standards.

pushed up chiefly by the influx of asylum seekers
last autumn, but initiatives in the Budget Bill will
also increase consumption.
Table 2. GDP by expenditure
Percentage change
Forecast
2015 2016 2017 2018 2019 2020

Chart 2. Household consumption and saving rate
Per cent

Per cent

2.7

2.3

2.1

2.0

2.0

2.0

2.5

3.7

1.4

0.2

0.3

0.8

9

9

Gross fixed capital formation

7.2

7.1

2.8

2.9

2.2

3.0

7

7

Stockbuilding1

0.3

0.2

-0.2

-0.1

0.0

0.0

5

5

Exports

5.6

2.3

2.1

3.5

3.6

3.8

3

3

Imports

1

1

Net exports

-1

-1

-3

-3

-5

-5

-7

-7
1994 1997 2000 2003 2006 2009 2012 2015 2018
Consumption

Real disposable income

Savings ratio

Source: Statistics Sweden and ESV
Note: Saving rate defined as households’ own savings as a
percentage of disposable income.

Consumption was unchanged in the second
quarter, with lower spending on clothing, footwear and transport. Swedes’ consumption abroad
also decreased. Statistics Sweden’s monthly consumption indicator points to further weak consumption in the third quarter.
Household disposable income will grow relatively strongly this year due to rapidly rising employment, but tempered by tax increases. Further
healthy job growth (albeit slower than in 2016),
faster wage growth and lower tax increases will
bring a bigger increase in disposable income in
2017. Household consumption will nevertheless
rise slightly more slowly than this year, causing
the saving rate to climb further. After 2017, the
saving rate will fall as income grows less quickly,
but it will remain high throughout the forecast period, due partly to the effects of increased requirements for mortgage repayments.
Strong rise in government consumption
General government consumption will grow by
3.7 per cent this year. The growth rate is being

10

Household consumption
Government consumption

5.5

4.2

2.4

3.4

3.7

3.8

1

0.3

-0.6

0.0

0.2

0.1

0.1

GDP

4.1

3.2

1.7

1.7

1.6

2.1

GDP, calendar-adjusted

3.9

3.0

2.0

1.8

1.6

1.8

Source: Statistics Sweden and ESV
1

Change in comparison to GDP the previous year.

Big increase in housing investment
Investment will increase strongly this year, more
or less in line with last year. Housing investment
will continue to grow strongly this year but will
then slow, due mainly to supply restrictions in the
construction sector becoming more acute.
Investment in home improvements has decreased this year as a result of the ROT tax credit
being reduced from 50 to 30 per cent, and this is
also expected to hamper investment in 2017, with
only weak growth.
Investment in the local government sector will
rise by just over 5 per cent, which is more than in
2015, due mainly to construction and renovation
projects. Next year investment in the sector will
rise more slowly as major projects are completed,
but the investment level will remain high. Municipalities are expected to step up investment in infrastructure in the coming years.
Investment in the central government sector
will pick up from 2017 as a result of previously
decided infrastructure projects, most notably the
Stockholm bypass, various road and railway projects in Gothenburg, and the East Link rail project. Investment in the defence sector will also increase from 2019 due to initiatives of SEK 1.5 billion in the 2015 defence policy agreement.
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In the service sector, investment will continue
to rise in 2016 as a result of recent years’ brisk
domestic demand. The level of investment will
then fall but remain high as capacity is expanded
to match demand.
Manufacturing investment grew strongly in
2014 and 2015, but subdued export demand and
hence reduced capacity utilisation have undermined investment demand in the sector this year.
Once exports pick up again, investment demand
will rise, and capacity will need to be expanded
more quickly again.
Stockbuilding will boost GDP growth this year.
The increase in inventories is mainly a result of
the slowdown in manufacturing activity. Next
year, stockbuilding will pull down GDP growth.
Imports shift down a gear
Weak export growth means a reduced need for
intermediate goods in production, leading to a
slowdown in imports. On the other hand, domestic
demand is growing strongly, pushing up imports.
On balance, imports will grow by just over 4 per
cent in 2016. Viewed over the year as a whole,
imports will increase more than exports, which
means that the contribution to GDP growth from
net exports will turn from a positive 0.3 percentage points last year to a negative 0.6 percentage
points this year.
Demand will slow somewhat in 2017. Import
growth will therefore fall slightly before rising
again as exports in particular pick up.
Strong employment growth increasingly
hampered by matching problems
The rapid growth in the economy this year has
brought further brisk demand for labour. Job
growth was very strong in the first half of the
year. The number of vacancies is continuing to
climb, and many firms, especially in the construction and service sectors, report a continued

need for recruitment. There is also strong demand
in the government sector, partly to handle the influx of asylum seekers last autumn. Data for the
third quarter, however, show that employment fell
from the second quarter in seasonally-adjusted
terms. The summer months are difficult to interpret, and these weak figures may to some extent
reflect changes in the seasonal pattern, but they
may also point to matching problems. Indicators
suggest that the required skills are in increasingly
short supply, and that more and more of the unemployed are far from the labour market.
Matching problems put a damper on employment
growth in the second half of this year, although
the fourth quarter will be stronger than the third.
Viewed over the year as a whole, however, the
number of people in employment will grow
strongly by more than 70,000 relative to last year.
Next year, employment will continue to climb,
but more slowly as a result of lower economic
growth and growing matching problems. The rise
in employment will be due partly to increases in
several forms of state-subsidised employment, including extra jobs, trainee jobs and modern temporary jobs in the public sector. The number of
people in new start jobs will fall relative to 2016,
however, as a result of new rules in the Budget
Bill lowering the level of subsidy for some target
groups. Many new start jobs would probably have
been created without subsidies, however, so employment will not be reduced by as much as the
decrease in these jobs.
The increase in the number of people in employment this year in particular means that employment is considered to be above the potential
level and that unemployment will fall below the
equilibrium level next year. Employment growth,
like GDP growth, will therefore decelerate relatively rapidly from 2018 onwards.
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Table 3. Key labour market data
Percentage change unless otherwise indicated
Calendar-adjusted values
Forecast
2015 2016 2017 2018 2019 2020
GDP, constant prices

3.9

Productivity
Hours worked
Average hours worked

3.0

2.0

1.8

1.6

1.8

2.5

1.0

1.0

1.1

1.2

1.5

1.0

1.9

1.0

0.7

0.4

0.4

-0.4

0.4

0.0

0.0

0.0

0.0

Number of employed

1.4

1.5

1.0

0.7

0.4

0.4

Labour force

0.8

0.9

0.6

0.5

0.4

0.6

Participants in labour
market programmes,
thousands

191

187

180

176

174

175

Unemployment, ILO1

7.4

6.9

6.5

6.3

6.3

6.5

Open unemployment1,2

5.2

4.7

4.3

4.1

4.1

4.3

Source: Swedish Public Employment Service, Statistics Sweden and
ESV
1

Per cent of labour force.

2

Unemployment excluding full-time students aged 16-64 who are
seeking work.

Political initiatives will boost employment and
cut unemployment
Besides the introduction of extra jobs, trainee jobs
and modern temporary jobs in the public sector,
and the rule changes for new start jobs, employment will also be affected by other political initiatives in recent budgets. For example, the raising
of the ceiling for unemployment insurance will
put a damper on job growth. Taken together, these
initiatives are expected to have a slight positive
effect on employment. Major new education initiatives will also help bring down unemployment,
as more people are expected to study full-time.
Better training opportunities will also increase the
employability of students and help raise the employment rate in the longer run. Average hours
worked will also be reduced by proposals in recent budgets, such as reductions in the earned-income tax credit for higher earners, the abolition of
the time limit for sickness benefit, and the extension of the period of entitlement to unemployment
benefit for those working part-time. This last
change is not expected to affect the total number
of hours worked. On the one hand, the longer time
limit means that more people will be able to keep
their jobs rather than switching to full-time unemployment in order to get by. On the other hand,

12

the incentive to look for full-time work will be
reduced due to the increased opportunity to be
part-time unemployed. These effects are expected
to cancel each other out in terms of the number of
hours worked, but will cause employment to rise
and average hours worked to fall. The increase in
extra jobs and trainee jobs will reduce average
hours worked, as participants in these schemes are
registered as employed but work only 75 and 50
per cent respectively of normal working hours.
Refugee reception and budget initiatives spell
record-high employment in local government
The strong employment growth in the government
sector, primarily in the local government sector, is
currently being driven mainly by the need to expand and improve the reception of asylum seekers. We expect jobs in the local government sector
to increase by more than 35,000 this year. To
date, it appears that municipalities are managing
to recruit sufficient numbers despite substantial
shortages of skilled labour. This is partly because
many municipalities have probably been forced to
reduce their requirements for qualifications, and
because many of those around retirement age have
stayed in work or been rehired. Employment in
central government will also increase as a result
of the influx of asylum seekers. As many of these
jobs are only for a short period, and skills requirements have been lowered, we anticipate reduced
productivity in the government sector in the near
term.
Both local and central government need to buy
in services from the private sector, which means
that jobs in the service industry will also increase
as a result of the influx of asylum seekers.
Increase in asylum seekers to push up
employment but lower the employment rate
The share of immigrants in the population has
been upward bound for a long time but will rise
more quickly in the coming years than in recent
years. Immigrants will account for the whole of
the increase in the working-age population in the
coming period, and those who are granted asylum
will play a big part in this growth.
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Chart 3. Change in the population of working age
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The employment rate in the non-native population is lower than that in the native population and
is likely to be even lower among those who are
seeking asylum, as many have limited education.
Both the participation rate and the employment
rate have, however, increased in the foreign-born
population in recent years. Non-natives have accounted for 65 per cent of job growth since 2012
and will continue to play an important role in
growing the labour force and employment in the
coming years. However, the relatively rapid increase in the share of non-natives means that the
overall participation rate and employment rate are
expected to fall.
Chart 4. Employment rate, natives and nonnatives
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Unemployment to fall through to 2018
Despite strong job growth, unemployment held
around 8 per cent in 2012-2014 due to a rapid rise
in the participation rate. Last year, this pattern
was broken: participation was largely unchanged,
with the result that unemployment fell. The participation rate stalled mainly because the share of
pensioners increased, and the percentage of
people who were studying, sick or outside the
labour market for other reasons continued to decline.
Unemployment will fall further through to
2018, reaching a low of 6.3 per cent. This is because the employment rate will continue to climb
this year and will be unchanged in 2018, while the
participation rate will be largely unchanged this
year and then start to fall. One reason for this is
the government’s initiatives to increase the number of places in education, which mean that more
people will choose to study full-time rather than
seek work.
After 2019, unemployment will rise again, due
mainly to many recent immigrants – among whom
the jobless rate is expected to be above the current
average – entering the labour force.
Chart 5. Participation, employment and
unemployment
Seasonally-adjusted quarterly data
Per cent of labour force

Per cent of population
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2020

Decrease in average hours worked due to
rule changes offset by reduced sickness
absence
Average hours worked will rise this year, due
mainly to sickness absence having started to come
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down despite the abolition of the time limit for
sickness benefit. This may be because Försäkringskassan – the Social Insurance Agency – has
become stricter in its follow-up. Average hours
worked have also risen as a result of an increase
in average working hours, due partly to many
workers in the government sector moving from
part-time to full-time employment, but the strong
economy has probably also played a role.
In the coming years, average hours worked will
be unchanged as a further decline in sickness absence offsets the effects of the rule changes mentioned above.

mand in the service and construction sectors is
strong. Manufacturing’s trend-setting role will
probably therefore continue to be put to the test,
but it is expected to persist and so rein in pay settlements in general. Sectoral differences in labour
market conditions are instead expected to impact
on wage growth mostly through wage drift in each
sector. All in all, earnings will increase relatively
moderately again next year, but more than this
year. Wage growth will accelerate in 2018 as
labour shortages increase and resource utilisation
becomes more and more strained.
Table 4. Wages, prices and repo rate

Moderate wage growth this year
Hourly earnings are expected to rise by 2.7 per
cent this year, based on Statistics Sweden’s shortterm statistics1. The national settlements for 2016
averaged 2.2 per cent. Most of the wage drift over
and above this level has been in the construction
sector. Pay increases above the average level were
agreed in the local government sector as a result
of a special initiative for auxiliary nurses in the
settlement with the Kommunal union. The government initiative to increase teachers’ pay will
also push up wages in local government in 2016
and 2017.
Many agreements, mostly in the private sector,
will be renegotiated at the beginning of 2017, as
the settlements reached this year were mainly for
just one year. Three-year settlements were
reached in the local government sector, but with
no absolute figures set for 2017-2018. Instead,
pay rises are to reflect those agreed in the manufacturing sector. Resource utilisation in the labour
market will be tighter in the upcoming round of
wage bargaining than it was in 2016. At the same
time, low inflation expectations and weak productivity growth since the financial crisis point to relatively low pay rises next year too in relation to
the high level of resource utilisation. Demand in
the manufacturing sector is now weak, while de1

Hourly earnings based on aggregate earnings have risen slightly
more slowly in 2016 than hourly earnings based on Statistics
Sweden’s short-term statistics. This was also the case in 2012-2014,
but the reverse applied in 2015. There is a slight difference in
definitions between the two measures, and they are based on
different sources, which can lead to different rates of wage growth.
We assume that the two will move more or less together in the
coming years.
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Percentage change unless otherwise indicated
Forecast
2015

2016

2017

2018

2019

2020

Hourly earnings,
STS1

2.4

2.7

3.2

3.5

3.5

3.4

Hourly earnings, NA1

3.2

2.4

3.2

3.5

3.5

3.4

Total wages

4.3

4.6

4.4

4.2

3.9

3.7

CPI

0.0

0.9

1.2

2.1

2.8

3.1

CPIF2
Price base amount,
level
Repo rate, year-end
level

0.9

1.4

1.5

1.9

2.2

2.2

44.5

44.3

44.8

45.3

46.2

47.5

0.35

-0.50

-0.50

0.25

1.00

2.25

Source: National Mediation Office, Statistics Sweden and ESV
1
STS refers to Statistics Sweden’s short-term (monthly) earnings
statistics, while NA refers to Statistics Sweden’s national accounts.
2

CPIF is the CPI with a constant mortgage rate.

As resource utilisation normalises again after
2018, the pressure on wage formation will ease
with a slight lag, and wage growth will slow
somewhat at the end of the forecast period.
Inflation is currently low…
Inflation has slowed in recent months. It is mainly
prices for imported goods that are falling, which is
a result of the krona’s appreciation in late 2015
and early 2016 (movements in exchange rates
generally have a delayed impact on consumer
prices). Prices for services have also decelerated,
however, which is rather surprising given the increase in resource utilisation and growing labour
shortages, as this would normally lead, with a
slight lag, to a rise in inflation. Price increases for
several types of services have been weak, but
some more temporary effects have also been seen.
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Weak inflation data led the Riksbank – the central
bank – to revise the expected path for the repo
rate down further at its latest meeting – it is now
signalling that the repo rate will not be raised until
2018 – and warned that there may be a need for
further rate cuts or increased purchases of
government bonds going forward.
…but will be pushed up by rising resource
utilisation
Rising resource utilisation and growing labour
shortages are, however, expected to mean that inflation, like wage growth, will pick up speed
ahead, although inflation will remain low in relation to the relatively strong growth in the economy. Not until late 2018 will core inflation as
measured by the CPIF (CPI with a constant mortgage rate) exceed the Riksbank’s 2 per cent target.
Besides rising prices primarily for domestically
produced goods and services, energy prices will
help push up inflation in the coming years after
having had the reverse effect since the beginning
of 2013. Fuel prices are rising due to higher oil
prices as a result of more limited supply. Increases
in energy taxes in 2017–2020 will also push up
fuel prices. Electricity prices, which have fallen
sharply in recent years, are also expected to climb
in the near term, due partly to low reservoir levels.
Fluctuations in the exchange rate will affect inflation during the forecast period. In the short
term, the recent depreciation of the krona will
help push inflation back up again, but the
strengthening of the krona from next year is expected gradually to put a damper on price increases for imported goods. World market prices,
however, will rise more quickly than before as
more countries approach full resource utilisation,
which will offset this appreciation to some extent.
The CPI will rise more slowly than the CPIF
both this year and next, but will rise more quickly
than the CPIF from 2018 when the Riksbank
starts to raise interest rates again. We do not expect the repo rate to be lowered further and assume that it will remain at today’s low levels right
through to early 2018 before being raised gradually.

Comparison with other forecasters
The forecasters included in Chart 6 paint a similar
picture of the economic outlook. All expect GDP
growth to be relatively high this year but fall next
year. On average, growth is forecast to be 3.1 per
cent in 2016 and 2.4 per cent in 2017. ESV’s
projections are slightly below the average for both
this year and next.
Chart 6. Comparison with other forecasters, GDP
Annual percentage change, calendar-adjusted values
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Uncertainty about growth
There is a chance of both stronger and weaker
growth, but the risks are predominantly to the
downside. There is political uncertainty in the US
following the presidential election. It is still unclear what policies the new administration will
pursue, but the introduction of trade barriers as
promised would, for example, have negative effects on global growth and Swedish exports. This
uncertainty may in itself put a damper on growth.
There are also risks associated with Brexit, geopolitical uncertainty, the rebalancing of the Chinese
economy, etc. In Sweden, there are both upside
and downside risks in terms of how well asylum
seekers are integrated into the labour market.
Another risk is high household debt: a drop in
housing prices or a rapid rise in interest rates
could have major consequences for variables such
as household consumption.
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2

General government tax revenue and central
government budget revenue

Tax revenue will grow by 5.2 per cent this year,
which is a strong increase by historical standards
but still weaker than last year when there was a
sharp rise in capital income taxes. Growth in tax
revenue will slow further next year to 3.4 per cent,
due mainly to revenue from taxes on labour growing slowly, partly a result of lower tax increases
than this year. Taxes on consumption will also
rise somewhat more slowly than this year, while
taxes on capital will fall.

Chart 7. Total tax revenue and tax ratio

2.1

1 000

General government tax revenue

Tax revenue will rise much more slowly next year
after increasing strongly this year. Revenue from
taxes on labour will grow more weakly, with a
much smaller contribution from tax increases and
slower growth in aggregate earnings. Weaker
growth in revenue from value-added tax (VAT)
and excise duties means that taxes on consumption will also rise more slowly. Revenue from
taxes on capital will decrease slightly again next
year, due to lower household capital income taxes
and real estate tax, partly a result of revised tax
rules.
Tax ratio almost unchanged during the
forecast period
The tax-to-GDP ratio will be 43.5 per cent this
year, slightly higher than last year. Despite big
increases in taxes on labour, the tax ratio will not
rise appreciably, due mainly to lower taxes on
capital. In the coming years, the tax ratio will be
more or less unchanged. Taxes on labour will
outpace GDP at the beginning of the forecast period, and revenue from corporate income tax and
VAT will also grow faster than GDP next year.
Tax cuts will, however, lead to weak growth in
real estate tax, among others, and weak growth in
excise duties will also put a damper on the tax
ratio.
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Next year, tax revenue will grow more weakly
in the central government sector than in the local
government sector and the old-age pension
system, due primarily to a decrease in taxes on
capital. At the end of the period, central government tax revenue will rise more quickly as taxes
on capital and consumption grow more quickly
than taxes on labour.
Table 5. Tax revenue by sector
Percentage change
Forecast
2014 2015 2016 2017 2018 2019 2020
Central government

3.8

10.6

5.5

2.5

3.6

3.6

4.6

Local government

3.5

5.5

5.4

4.4

4.3

3.9

3.8

Old-age pension
system

3.0

4.9

3.7

4.6

4.0

3.6

3.7

Source: Swedish Tax Agency and ESV

2.1.1 Taxes on labour
Taxes on labour account for 60 per cent of total
tax revenue and include both direct and indirect
taxes. Direct taxes on labour comprise state and
municipal income tax, the general pension contribution and tax credits. The general pension contribution does not affect total revenue because it is
matched by a corresponding tax credit. Indirect
taxes on labour comprise employers’ social secur-
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ity contributions, self-employed social security
contributions and special payroll tax. Revenue
from taxes on labour will increase by a historically high 8.4 per cent this year. The rate of growth
will slow in the coming years but will still be relatively high in 2017 and 2018.
Table 6. Taxes on labour
SEK billion
Forecast
2014

2015 2016 2017 2018 2019 2020

Direct taxes

530

560

611

640

671

697

722

Indirect taxes

464

492

529

555

579

602

625

Total

994 1 051 1 140 1 196 1 250 1 299 1 347

Change (%)

2.2

5.8

8.4

4.9

4.5

3.9

3.7

Source: Swedish Tax Agency and ESV

Tax increases push up taxes on labour
Direct taxes on labour will rise more quickly this
year than last, because wages and salaries – the
largest tax base – are growing more quickly. Tax
revenue will increase more than earnings, however, due to tax increases. Pensions – the secondlargest tax base – will also grow more quickly
than last year.
Table 7. Tax bases
Percentage change unless otherwise indicated
Level1
2014
Wages and
salaries

1 490

Forecast
2015 2016 2017 2018 2019 2020
4.4

4.6

4.4

4.2

3.9

3.7

Sickness and
activity
compensation

28

-2.2

-2.1

0.1

0.8

1.6

2.4

Sickness and
parental benefit

66

8.6

5.6

2.6

2.7

2.9

3.3

29

-5.1

0.9 -10.0

-8.7

-2.9

4.2

409

3.9

3.5

3.7

4.0
3.8

Labour market
programme
benefits
Pensions

Table 8. Change in municipal tax base and
income tax
Percentage increase
Forecast
2014 2015 2016 2017 2018 2019 2020
Current forecast

3.2

5.1

5.1

4.4

4.2

3.9

3.9

Previous forecast

3.2

5.0

5.2

4.6

4.1

3.9

3.9

Agreed

3.3

5.0

5.0

5.2

Underlying change

3.6

4.7

5.3

4.4

4.2

3.9

3.9

Municipal income
tax1

603

5.6

5.5

4.4

4.2

3.9

3.9

Source: Swedish Tax Agency and ESV

5.5

4.1

Business income

48

3.6

4.8

4.5

4.3

4.0

Assessed income

2 106

4.7

4.8

4.0

3.8

3.7

3.8

Taxable income

1 893

5.1

5.1

4.4

4.2

3.9

3.9

4.7

5.3

4.4

4.2

3.9

3.9

Underlying
change

of reduced employers’ social security contributions for young people and a lowered level of subsidy in tax deduction for building repairs and
maintenance. The reduction in the earned-income
tax credit, limited upward adjustment of the
thresholds for state income tax, and higher municipal tax rates will also boost tax revenue. These
tax increases will push up central government tax
revenue in particular, with the result that it will
grow more quickly than local government tax
revenue this year.
Although the tax bases will expand considerably more this year than last, actual taxable
income will not increase more than last year. One
explanation is that low inflation last year has
meant a lower price base amount this year and so
a lower basic allowance. Another is that the tax
allowance for private pension savings has been
abolished. This had its main effect in 2015 but
will also affect 2016.

1

SEK billion.

Next year, taxes on labour will rise more
slowly than this year, due to slower growth in the
tax bases and lower tax increases. Central government tax revenues will nevertheless rise rapidly
for the next two years, due mainly to the limited
upward adjustment of the thresholds in both 2017
and 2018.

Source: Swedish Tax Agency and ESV
1
SEK billion

Tax increases will push up tax revenue by
around SEK 30 billion this year. The biggest increases in absolute terms are from the phasing out
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Table 9. State income tax

Chart 8. Tax credits, annual change

SEK billion

SEK billion

SEK billion

Forecast
2014 2015 2016 2017 2018 2019 2020
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5

Central government
income tax

47

51

57

61

66

68

68
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42

46

51

55

59

61
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Upper threshold

5

5

6

6

7

7

7
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0
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2.7

0.7

-5

-5
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Change (%)

5.9

Source: Swedish Tax Agency and ESV

-15

Lower tax credits next year

-15
2008

Tax credits – comprising credits for earned income, the basic pension contribution, home improvements (ROT) and household services (RUT)
– will decrease this year as a result of the gradual
reduction in the earned-income tax credit and a reduced rate of subsidy for purchases of ROT
services. The tax credit for the basic pension contribution will increase somewhat during the period
but will be matched by an equal amount of revenue from the contribution itself and so have no
impact on overall tax revenue.
The tax credit for ROT services is expected to
fall from SEK 20 billion in 2015 to SEK 9 billion
this year, due to both the lower rate of subsidy and
a lower volume of ROT services. The RUT credit,
on the other hand, will increase, but is much smaller than the ROT credit and will therefore only
marginally offset the decrease in the ROT credit.
One reason for the rise in the RUT credit is that it
will be expanded to include a new credit for repairs to domestic white goods (REP) from next
year, but the increase will be just SEK 0.2 billion.
ROT and RUT tax credits will together amount to
SEK 13 billion this year and rise to SEK 14 billion next year before increasing by an average of
5 per cent per annum after that.

2010

2012

2014

2016

2018

2020

General pension contribution
Tax credit for household improvements and household services
Earned income tax credit
Tax credits

Source: Swedish Tax Agency and ESV

Phasing out of reduced employer
contributions for young people
The phasing out of reduced employer contributions for young people began in August last year,
boosting revenue by SEK 6 billion in 2015. Revenue will increase by another SEK 13 billion this
year and by a further SEK 3 billion next year
when the change has its full effect. All told, the
abolition of the reduced rate will increase revenue
by SEK 22 billion from 2017 onwards.
2.1.2 Taxes on capital
Taxes on capital comprise household capital income taxes, taxes on corporate earnings, pension
return tax, real estate tax and stamp duty.
Household capital income taxes lower this
year but still high
Household capital gains, especially financial
capital gains, will decrease this year after rising
strongly last year. Tax revenue will decrease
further than the gains themselves as a result of the
increased scope to defer the taxation of gains on
the sale of dwellings from 21 June this year.
From 2017 to 2019, capital gains are forecast to
be 2.6 per cent of GDP, which is close to the
historical average. It is slightly below the average,
however, due partly to the introduction of the investment savings account, which is taxed on the
basis of a standardised yield, and partly to the increased scope for deferring taxation. After 2019,
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the share of GDP will be somewhat higher as a result of decreased scope to defer taxation.

Table 10. Household capital income and tax on
capital
SEK billion
Forecast

Chart 9. Household capital income taxes as a
share of GDP
Per cent

2014 2015 2016 2017 2018 2019 2020

Per cent

2.0

2.0

1.5

1.0

0.5

2004

2008
2012
2016
Tax on capital, households
Of which capital gains
Average 2000-2014
Average 2000-2014

76

77

80

83

86

Interest income

7

6

6

9

18

34

2

3

3

3

3

3

3

1.5

Standardised yield,
investment savings
accounts

5

4

7

7

8

13

20

1.0

Standardised yield,
deferrals

4

5

5

5

5

6

6

Other

6

6

7

7

7

7

8

104

101

103

105

112

130

157

Interest costs

92

78

76

76

84

106

134

Net capital income
excluding capital
gains

12

23

28

29

28

24

23

Capital gains, net

147

195

149

112

116

121

137

Net capital income

159

217

176

141

144

145

160

48

66

54

43

44

44

49

2020

Source: Swedish Tax Agency and ESV

The standardised yield on investment savings
accounts will rise this year despite falling interest
rates. This is due partly to increased saving and
partly to the tax on holdings in these accounts
having been increased through the introduction of
a 0.75 percentage point supplement over the government borrowing rate. Households’ interest income and interest deductions will fall this year as
a result of somewhat lower interest rates than last
year.

20

77

14

0.0
2000

72

Standardised yield,
investment funds

0.5

0.0

Dividends

Capital income
excluding capital
gains

Tax on capital,
households

Source: Swedish Tax Agency and ESV

Towards the end of the forecast period, interest
income and interest deductions will rise rapidly as
a result of rising interest rates and larger financial
assets and liabilities. Interest deductions will,
however, increase more than interest income in
absolute terms. This means that net household
capital income excluding capital gains will fall towards the end of the forecast period. It will still
remain positive throughout the period, however,
with the result that tax revenue will be above the
historical average despite lower capital gains. This
can be explained partly by interest rates still being
low at the end of the forecast by historical standards, and by dividend income having grown
strongly in recent years.
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Chart 10. Annual change in tax bases
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rate of increase for tax revenue will be higher in
2017 than in 2016 due to proposals in the Budget
Bill. These include making interest on some forms
of subordinated debt and business meals non-deductible. Corporate earnings will also increase as
a result of the abolition of the tax on thermal output of nuclear power stations and a reduction in
property tax for hydroelectric power stations.
Taxes on corporate earnings will amount to
2.5 per cent of GDP this year, and this ratio will
remain more or less constant during the forecast
period.
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Table 11. Taxes on corporate earnings
SEK billion
Forecast
2014

Source: Swedish Tax Agency and ESV

High tax revenue from corporate earnings
Preliminary data suggest that tax revenue from
corporate earnings was high by historical standards in 2015. This can be explained by strong
growth in the economy but also by two companies
in one group reporting exceptionally high taxable
income last year. This is expected to be a temporary effect, with the result that tax revenue will fall
this year, but the underlying trend is still strong.
Conditions for exporting companies have remained favourable due to the continued weak exchange rate for the Swedish krona. However due
to world trade slow down earnings of exporting
companies are expected to be lower than in 2015.
Parts of the engineering industry have reported reduced demand, especially from emerging markets.
Overall earning’s growth for the sector is weaker
than last year. Historically low prices for base
metals had a negative impact on the basic
materials industry in the first half of 2016. The
banking sector continues to report strong earnings,
driven mainly by increased lending to households.
The National Institute of Economic Research’s
Economic tendency survey indicates that companies remain optimistic, especially in the construction sector, which is substantiated by strong interim reports for the first three quarters of the year in
that sector.
From 2017, the underlying rate of growth in
corporate earnings will slow. Nevertheless, the

2015 2016 2017 2018 2019 2020

Revenue

97

119

108

114

118

121

128

Change (%)

8.5

23.5

-9.4

5.4

3.2

3.2

5.4

Source: Swedish Tax Agency and ESV

Low interest rates causes low revenue for
return tax
Return tax is levied on endowment and pension
policies and depends mainly on the government
borrowing rate and life insurers’ assets. Revenue
from the tax, which is based on the government
borrowing rate the previous year, will halve this
year to just over SEK 4 billion as a result of the
government borrowing rate falling last year. The
full effect of the decrease in the government borrowing rate will not be realised, however, due to
the introduction of a 0.75 percentage point supplement over the government borrowing rate for the
taxation of endowment policies. Without this supplement, tax revenue would have fallen by an
additional SEK 1 billion this year. A floor of
1.25 per cent has also been introduced but will not
take effect until next year.
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Table 12. Tax on return on pension savings and
endowment policies
SEK billion
Forecast
2014 2015 2016 2017 2018 2019 2020
Revenue

10.2

8.5

3.8

4.0

Change (%)

49.6 -17.4 -48.8 -11.7

3.8

Revenue without
rule changes1

10.2

0.8

8.5

4.3

3.2

1.0

6.4

12.9

60.4 102.3
5.3

11.7

0.6 percentage points per annum to 0.5 per cent in
2020. Assessed values for power production units
are also expected to fall in the 2019 valuation as a
result of power prices being much lower than at
the time of the previous valuation. Taken together,
this means that real estate tax revenue from
hydroelectric power stations will decrease by SEK
5.9 billion during the forecast period.

Source: Swedish Tax Agency and ESV
1
Excluding the 0.75 per cent supplement and the 1.25 per cent floor
for the calculation of tax revenue on savings in endowment policies.

Next year, the revenue from tax on return on
pension savings and endowment policies will fall
marginally, despite the annual average of the government borrowing rate – which is used to calculate the tax base for the tax on return on pension
policies – continuing to fall to a record-low
0.3 per cent. The rate at the end of November –
which is used to calculate the tax base for the tax
on return on endowment policies – will be just
0.07 per cent. The reasons the fall in revenue will
not be greater are that the floor for endowment
policies will take effect, and that a floor of 0.5 per
cent is also being introduced for the taxation of
savings in pension policies. Without these floors,
tax revenue from tax on return on pension savings
and endowment policies would have been almost
SEK 3 billion lower next year. Both floors will
also apply in 2018, with the result that revenue
will be largely unchanged from 2017. Gradually
rising interest rates will then cause return tax revenue to rise rapidly to SEK 12.9 billion at the end
of the forecast period.
Higher revenue from bank fees
The stability fee paid by banks is being replaced
this year with a resolution fee which is approximately twice the size of the stability fee. This means
that revenue from bank fees will rise by around
SEK 4 billion from this year onwards. In this first
year, the resolution fee has been halved, as the
stability fee will also be paid for the last time.

Chart 11. Property tax and property charge
revenue as a share of GDP
Per cent
1.4
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Source: Swedish Tax Agency and ESV

2.1.3 Taxes on consumption
Taxes on consumption include VAT and excise
duties on alcohol, tobacco, vehicles, energy and
the environment.
Surge in housing investment boosts VAT
revenue
Household consumption is the most important tax
base for VAT revenue, accounting for just over
half of it. Investment and consumption in the business sector account for a quarter, and the government sector for the remainder.
VAT revenue will grow by 4.7 per cent this
year, which is faster than household consumption.
This can be explained mainly by a surge in housing investment, which will also grow relatively
strongly next year.

Lower real estate tax revenue
Real estate tax for hydroelectric power stations is
currently 2.8 per cent of the assessed value. From
next year, the tax rate will be lowered by 0.5-
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Table 13. Value-added tax
SEK billion
Forecast
2015

2016 2017 2018 2019 2020

VAT revenue

380

398

415

430

447

466

Change (%)

7.1

4.7

4.2

3.7

3.8

4.3

Source: ESV

Energy taxes outpace carbon dioxide taxes
Revenue from energy taxes will increase more
rapidly than revenue from carbon dioxide taxes
during the forecast period. This is due partly to
energy tax on electricity being raised from the
1st of July 2017 and the 1st of January 2019 to
fund the phasing out of the tax on thermal output
of nuclear reactors and the reduction in property
tax for hydroelectric power stations as part of the
energy agreement reached between the government and parts of the opposition.
From 2017 onwards, energy tax on electricity
will be charged at a single rate. Differentiated
taxation, such as the reductions for manufacturing
and some northern municipalities, will be
achieved instead through tax credits and rebates.
Central government will only repay amounts in
excess of SEK 8,000, which means that total
revenue from energy tax on electricity will increase. This helps explain the different rates of increase in energy and carbon dioxide taxes.

2017, the tax rate on petrol and diesel will rise
with the CPI plus 2 percentage points rather than
with the CPI alone. Both energy and carbon
dioxide taxes are to be indexed on this basis, but
the whole of the change for both types of tax over
and above the CPI (the additional 2 percentage
points) will be applied to energy taxes. This
means that carbon dioxide taxes will continue to
rise with the CPI, while energy taxes will rise
somewhat more than by the CPI plus 2 percentage
points. The design of this indexation regime
means that the taxation of biofuels, which attract
only energy tax, will rise more quickly than the
taxation of other fuels in percentage terms, reducing the incentive to replace fossil fuels with renewables. This explains part of the reduced
growth in the volume of biofuels after 2016.
Chart 13. Energy and carbon dioxide taxes
Per cent of GDP
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Chart 12. Fuel volumes and share of biofuels
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Consumption of biofuels will increase during
the forecast period, especially in 2016. From

of which petrol
of which electricity

Source: ESV
Note: Tax revenue from biofuels included in petrol and diesel as
appropriate.

2.2

Central government budget revenue

Central government budget revenue consists of
tax revenue recognised on a cash basis plus other
revenue. Tax revenue on a cash basis consists of
taxes actually paid during the year, while tax
revenue on an accrual basis consists of taxes relating to that year.
Other government revenue, i.e. revenue not
defined as taxes, will fall to SEK 54 billion this
year. This revenue varies considerably over time
due to substantial sell-offs of government assets in
some years but not others. Dividend income from
wholly and partly state-owned companies also
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varies widely from year to year. There have been
no major sell-offs either this year or last. The
main reason why other revenue will fall this year
is lower dividends from state-owned companies.
Other revenue also includes profits at the Riksbank and government enterprises, the financeing
charge from the unemployment insurance funds,
repayments of old study loans, state pension
charges and EU subsidies.
Tax revenue higher on a cash basis than on
an accrual basis this year
Due to delays in the collection of taxes and the
payment of taxes to other sectors, central government tax revenue develops differently on a cash
basis and an accrual basis. Central government tax
revenue this year will be SEK 27 billion higher on
a cash basis than on an accrual basis, due mainly
to delays in collection. Last year, tax revenue was
SEK 33 billion lower on a cash basis than on an
accrual basis. This means that central government
tax revenue will increase by SEK 112 billion this
year on a cash basis and just SEK 51 billion on an
accrual basis.
Tax revenue on a cash basis will also be
affected by early supplementary preliminary tax
payments and capital deposits in the tax account.
Low dividends from state-owned companies
in the near future
Dividends from state-owned companies will
amount to just over SEK 13 billion this year,
which is SEK 7 billion less than last year. This is
due to extraordinary dividends paid in 2015, in
particular by Akademiska Hus, SJ and Specialfastigheter. These extraordinary dividends totalled
SEK 8.6 billion based on the definition in the
national accounts. This year will see extraordinary
dividends of SEK 1.1 billion, mainly from
Apoteket (SEK 0.5 billion) and Akademiska Hus
(SEK 0.5 billion from the extraordinary dividend
decided on in autumn 2015).

Table 14. Dividends from state-owned companies
SEK billion
Forecast
2014 2015 2016 2017 2018 2019 2020
Akademiska Hus

1.4

5.9

3.3

1.7

1.7

1.8

1.8

LKAB

3.5

0.1

0.0

0.4

0.8

1.2

1.6

SJ

0.1

1.9

0.2

0.2

0.2

0.2

0.2

Telia Company

4.8

4.8

4.8

3.2

3.7

3.9

4.1

Vattenfall

0.0

0.0

0.0

0.0

2.4

2.8

3.2

Sveaskog

0.5

0.8

0.8

0.9

0.9

0.9

0.9

Specialfastigheter

0.5

3.0

0.4

0.5

0.5

0.5

0.5

Others

1.7

2.9

3.0

2.4

2.4

2.5

2.6

12.4 19.5

12.6

Total
Of which,
extraordinary

0.3

8.6

1.1

9.2 12.7 13.8 15.0
0.0

0.0

0.0

0.0

Source: ESV

Four companies – Telia Company, Vattenfall,
LKAB and Akademiska Hus – normally account
for the bulk of central government dividend income. The government holds 37.3 per cent of the
shares in Telia Company, while the other three are
wholly state-owned.
Further writedowns at Vattenfall mean that it
will not pay any dividends this year or next. Nor
will LKAB pay a dividend this year, and future
dividends will be smaller than they have been
historically. High costs for the coming relocation
of Kiruna and low iron ore prices is putting negative pressure on LKAB’s results.
Telia Company’s dividend payment to the central government will be just under SEK 5 billion
this year. During the autumn US and Dutch
authorities presented a proposed settlement concerning Telia’s conduct in Uzbekistan. Overall,
the settlement entails costs of just over SEK 12
billion, which is SEK 2 billion more than the
company’s 2015 earnings. This means that dividends will fall in the near term.
The dividends paid to central government depend on the state-owned companies’ earnings and
payout policies and are normally recognised in the
central government budget in the second quarter.
Reduced dividend from the Riksbank
The dividend from Sveriges Riksbank – the
central bank – will be SEK 2.8 billion this year,
rising to SEK 3.4 billion next year and then falling to SEK 2.3 billion in 2018 and SEK 1.1
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billion in 2019. The dividend payable is 80 per
cent of the Riksbank’s average earnings for the
past five years. It is primarily rising international
market interest rates that will reduce distributable
earnings, as the portfolio of fixed-income securities that make up the foreign exchange reserves
will fall in value as interest rates pick up. No dividend at all is expected in 2020, as the reduction in
value will mean that the five-year average of the
bank’s distributable earnings will be negative.
Financing charge increases this year
Unemployment benefit is financed partly by a
financing charge that the unemployment insurance
funds pay to the government. In September last
year, income-related unemployment benefit was
increased, leading to a rise in the financing
charge. This is because the financing charge is
calculated as a percentage of average income-related unemployment benefit per unemployment
insurance fund. Receipts are expected to rise by
11 per cent this year, which is more than the percentage change in unemployment benefit and so
means that the funds’ percentage contribution will
increase.
Chart 14. Unemployment insurance funds’
financing charge and percentage contribution
SEK billion
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Since 2014, the unemployment insurance funds
have paid only this financing charge to central
government. From 2007 to 2014, the funds also
paid other charges to central government, such as
an enhanced financing charge and an unemployment charge.
Sell-off of shares in SAS
The government’s sale of 13.8 million ordinary
shares in SAS in October this year is included in
ESV’s forecast. The proceeds amounted to SEK
210 million. Otherwise the forecast includes only
proceeds of SEK 21 million from two sell-offs
previous this year. ESV awaits a concrete decision
in each individual case before including the proceeds in its forecast.
Tax reductions become new appropriations in
2016
Tax reductions relating to shipping subsidies, new
start jobs, support for vocational introduction
employment and compensation for high sick pay
costs totalled SEK 8 billion in 2015. From this
year, all credits to the tax account will instead be
reported in appropriations on the expenditure side
of the budget. The change is neutral for the central
government budget balance but means that
recognition now complies with the rules for the
national accounts (ENS 2010).

0
2006

2008

2010

2012

2014

2016

2018

2020

Unemployment insurance funds’ financing charge
Percentage contribution

Source: ESV
Note: The percentage contribution is calculated as the
unemployment insurance funds’ payments into the central
government budget as a share of total unemployment benefits.
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3

Central government budget expenditure

Viewed over the entire forecast period, expenditure will increase moderately. Expenditure on
refugee reception will rise sharply this year but
fall again in the coming years. Initiatives in recent
budgets will also push up expenditure this year
and next. As a share of GDP, expenditure will decrease slightly during the forecast period.
3.1

Total expenditure

Total central government budget expenditure, including interest payments on central government
debt and the National Debt Office net lending,
will increase by SEK 28 billion this year and SEK
42 billion next year, or by 3.1 and 4.6 per cent respectively. The average annual increase during the
forecast period will be 2.0 per cent.
Chart 15. Central government budget
expenditure
SEK billion

Per cent of GDP
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Expenditure this year will be affected by
changes in accounting policies and by payments
made early in 2015 (see box). Adjusted for this,
expenditure will instead increase most this year,
by SEK 49 billion, and then by SEK 27 billion
next year. The big jump this year is due mainly to
a spike in spending on migration. In adjusted

terms, expenditure will increase by an average of
2.2 per cent per annum during the forecast period.
Adjusted for changes in accounting policies
and early payments, the expenditure-to-GDP ratio
will rise this year and then fall again. Viewed over
the forecast period as a whole, the ratio will decrease at around the same rate as in recent years,
from 21.2 per cent in 2015 to 19.4 per cent in
2020, but slightly more slowly than it has since
the turn of the millennium.
3.2 Expenditure subject to the
expenditure ceiling
The expenditure areas in the central government
budget that are covered by the expenditure ceiling, i.e. all areas except for interest, will increase
by SEK 27 billion this year and SEK 49 billion
next year, or by 3.1 and 5.5 per cent respectively.
The rate of increase will then slow and will average 2.0 per cent per annum over the forecast period as a whole.
In adjusted terms, however, the picture will be
different. Expenditure in areas subject to the ceiling will rise most this year, by SEK 61 billion,
and then by SEK 27 billion next year, or by 7.2
and 3.0 per cent respectively. The average annual
increase over the entire forecast period is then
2.3 per cent.
Expenditure in most areas will climb during the
forecast period, as they are affected by movements in prices and wages and by population
growth. Spending in some areas will increase
strongly for other reasons.
When it comes to the expenditure area Financial security for the sick and disabled, there will
be a trend change during the forecast period. The
number of days of sickness benefit in 2016 as a
whole is expected to rise by just under 5 per cent,
which is substantially less than the relatively
strong increases in recent years. From 2017 to
2019, the number of days of sickness benefit will
fall due to a reduction in both the frequency and
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duration of short-term sickness absence. The frequency of long-term sickness absence will continue to rise, due partly to the abolition of the upper time limit for sickness benefit. The number of
recipients of sick pay, paid to those never expected to return to work full-time, will continue to decline.
Expenditure on Financial security for families
and children will continue to grow. The biggest
increases will be in child benefit and parental benefits, due to a growing number of children and a
rise in the average benefit payment.

lower this year but rise again in 2017 as a result of
the new reimbursement system for unaccompanied minors.

Chart 16. Developments in selected expenditure
areas

In December 2015, the government decided to grant the
local government sector temporary support to meet the
increased cost of immigration. This support was paid at the
end of 2015, but the bulk of the increased costs are
considered to incur in 2016.
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Expenditure on the labour market has been relatively constant since 2010 but has risen this year
due to a change in accounting policies in the budget. Spending in the area will hold at the same
level as this year throughout the forecast period
despite a drop in unemployment in the near term,
due to initiatives in recent budgets.
Expenditure on migration and integration has
increased in recent years and will continue to rise
rapidly this year as a result of the influx of asylum
seekers last year. It will rise further next year before falling again.
The appropriation for international development cooperation normally rises with GNI, with
deductions for refugee costs and various other
costs. These deductions have increased since
2013, peaking in 2015. They will be slightly
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Revised accounting policies and early payments
affecting comparisons of expenditure
From 2016, changes will be made to the recognition of
revenue and expenditure in the budget, resulting in an
increase in the level of both revenue and expenditure of just
over SEK 9 billion and a technical adjustment to the
expenditure ceiling. This will affect expenditure growth from
2015 to 2016.

The government’s decision to bring forward some payments
from 2016 to 2015 will also affect expenditure growth and
comparability over time. A total of SEK 12 billion was
brought forward from 2016 to 2015. Of this, SEK 6.7 billion
concerned the EU contribution and affected only that
appropriation and ceiling-limited expenditure; total budget
expenditure and the budget balance were not affected. The
difference in the effect on total expenditure and ceilinglimited expenditure is reflected in the cash correction item.
The table below shows the effect on ceiling-limited
expenditure of the change of level due to these revised
accounting policies and early payments.

Table 15. Effects on ceiling-limited expenditure
areas of revised policies and early payments
Forecast
2015 2016 2017 2018 2019 2020
Level change due to new
accounting policies
Grants to local
government, EA 25

9.1
9.8

-9.8

International development
cooperation, EA 7

2.5

-2.5

Pharmaceutical benefits,
EA 9

1.8

-1.8

More staff in primary
schools, EA 16

1.0

-1.0

EU contribution, EA 27

6.7

-6.7

9.8 10.1 10.4 10.6

Early payments

Total early payments

12.0 -12.0

Net effect

21.8 -12.7
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General government net lending will be affected only by
early payments from the international development
cooperation budget, i.e. by SEK 2.5 billion.

3.2.1 Migration (EA 8) and Gender equality
and introduction of new arrivals (EA 13)
Expenditure in these two areas came to SEK
34 billion in 2015 and is forecast to climb to SEK
57 billion this year and peak at SEK 68 billion
next year before falling again to SEK 30 billion at
the end of the forecast period. The decrease during the period is due to the expected number of
asylum seekers being much lower this year and in
the coming years than in 2015.
Expenditure to peak next year
The big rise in expenditure this year is due mainly
to the influx of asylum seekers last year, most of
whom are still in the reception system. Spending
was not affected as much in 2015 because the
bulk of the asylum seekers arrived during the autumn. Expenditure will rise further next year, due
mainly to the new reimbursement system for unaccompanied minors from 1 July 2017, before falling back again. We assume that 29,000 people,
including 2,400 unaccompanied minors, will apply for asylum in Sweden this year, which is a
substantial decrease from last year, when around
163,000 asylum seekers arrived in Sweden, including 35,000 unaccompanied minors.
Table 16. Number of new asylum seekers and
number of refugees in the reception system
Thousands
Forecast
2015 2016 2017 2018 2019 2020
Number of new
asylum seekers
Of which,
unaccompanied
minors
Of which,
others
Average number
of refugees in the
reception system

163

29

40

45

45

45

35

2

3

4

4

4

128

27

37

41

41

41

100

156

93

54

43

36

cause they are associated with higher costs than
other asylum seekers. The large number of minors
arriving in 2015 will push up spending in 2016
and 2017 because they will still be in the reception system awaiting a decision on whether they
may stay. After 2017, spending per unaccompanied minor will be lower due to a reduction in the
standard benefit to municipalities. The new reimbursement system for unaccompanied minors will
come in from next year. Besides a reduced standard payment, the new system means that municipalities’ expenditure will be reimbursed in the
same year as they arise, rather than the following
year as is currently the case. Expenditure will
therefore spike in 2017, due to central government
reimbursing municipalities for both 2016 and
2017. After 2017, spending on unaccompanied
minors will decrease.
The steep fall in the number of asylum seekers
this year is due to the introduction of identity
checks both in Sweden and in other European
countries. More rigorous border controls have also
been introduced in most countries, and the EU has
reached an agreement with Turkey to stop
refugees from travelling to Greece by boat. A
tightening of the asylum rules in Sweden may also
have contributed to the fall.
Next year, we expect the number of asylum
seekers to rise to 40,000, due partly to there still
being strong incentives to seek asylum in Europe.
Sweden will also receive its share – around 5,700
– of the asylum seekers who are to be relocated
from Greece and Italy. There is, however, still
considerable uncertainty about future numbers of
asylum seekers.
We are assuming 45,000 per annum in the
period from 2018 to 2020. We assume that identity checks will then no longer be applied in the
same way as today, and that the current temporary
migration restrictions will also then have been lifted.

Source: ESV

Unaccompanied minors account for a large
share of spending on the reception system, be-
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Table 17. Expenditure on migration including
deductions from International development
cooperation

Sharp rise in expenditure on introduction of
new arrivals

SEK billion
Forecast
2015 2016 2017 2018 2019 2020
EA 8 Migration

18.7

Swedish Migration Board’s
administrative allocation

4.7

Remuneration for housing
costs

12.4

Remaining allocations
Deductions from EA 7
International
development cooperation
Total EA 8 including
deduction from EA 7

38.2 38.0 15.1 12.0 10.7
6.1

6.2

5.1

4.6

4.4

30.1 28.9

6.8

4.5

3.4

1.6

2.0

2.9

3.2

2.9

2.8

-8.9

-5.9

-8.1

-3.4

-2.6

-3.1

32.3 29.1 11.7

9.4

7.6

9.8

Source: ESV

Some expenditure on migration is funded
through the international development cooperation budget. Expenditure on international development cooperation will be almost SEK 6 billion
lower this year than it would have been without
deduction for refugee costs, and the forecast for
2017 assumes deductions for just over SEK
8 billion. The increase in 2017 is due to the new
reimbursement system for unaccompanied minors.
The deduction for refugee costs is expected to be
lower during the remaining years of the forecast
period.
This year, the deductions will amount to 14 per
cent of the international development cooperation
appropriation. Other than in 2017, this ratio will
decrease, due to lower spending on migration. The
deductions are essentially calculated as the number of asylum seekers during the year multiplied
by the average number of days they spend in the
reception system and the cost per day.
Table 18. International development deduction
Percentage of
international
development
cooperation budget
Deduction of refugee
expenditure

Forecast

2015 2016 2017 2018 2019 2020
22

14

18

7

5

6

Expenditure on municipal reception under Gender
equality and introduction of new arrivals (EA 13)
is expected to rise sharply this year and next, due
to more people being placed locally. These payments are made to municipalities for two years to
cover the reception of newly arrived immigrants
with residence permits.2 Spending will also be
pushed up this year by the increase in the standard
payment to municipalities from 1 January 2016.
From 2017, Sweden has also decided to accept
more refugees under the UNHCR quota system
than before. Numbers will rise from 1,900 this
year to 3,400 next year and 5,000 from 2018. This
will affect expenditure for municipal reception.
Unaccompanied minors also account for a large
share of expenditure in this expenditure area. The
new reimbursement system for unaccompanied
minors from 1 July 2017 means that these expenditures will be temporarily high next year. This is
because payments under the current system are
made the following year, whereas those in the
new system will be made in the same year. Expenditure in this area will decrease somewhat
from 2018 onwards. Fewer asylum seekers this
year and in the coming years than last year mean
that numbers in the municipal reception system
will fall towards the end of the forecast period.
Table 19. Expenditure under Gender equality and
introduction of new arrivals
SEK billion
Forecast
2015 2016 2017 2018 2019 2020
Compensation to
municipalities for reception

9.0

Establishment
remuneration for arrived
immigrants

3.7

4.2

5.7

5.3

4.3

3.9

Remuneration for
establishment mentors

2.1

2.0

2.9

3.1

2.5

2.2

0.8

0.9

0.8

0.9

0.7

Other

0.6

Total

15.4

11.8 20.3 19.1 15.8 12.2

18.9 29.8 28.3 23.5 19.0

Source: ESV

Source: ESV

2

30

Available for a longer period in the case of unaccompanied minors.
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Introduction benefit and payments for special
initiatives for newly arrived immigrants are also
paid for around two years from the time the person is placed with a municipality, which is why
these expenditures will peak in 2017. They will
then decline as the number of refugees in the
municipal reception system decreases.
3.2.2 Health care, medical care and social
services (EA 9)
Expenditure in this area will total SEK 63 billion
in 2016 and will rise by 1.6 per cent over the entire forecast period, increasing in 2017 and 2018
but decreasing after that. Spending on state attendance allowance and dental benefits will grow
throughout the forecast period, while spending on
a number of grants will decline at the end of the
period.
State attendance allowance and dental and
pharmaceutical benefits currently account for
77 per cent of expenditure in this area. This ratio
will rise to 87 per cent at the end of the forecast
period, due mainly to decreased expenditure on
the stimulation grant and elderly care initiatives.
Table 20. Expenditure on health care, medical
care and social services
SEK billion
Forecast
2015 2016 2017 2018 2019 2020
State attendance
allowance
Dental benefits
Grant for pharmaceutical
benefits

24.9
5.3
24.5

21.5 25.7 26.2 26.8
5.5

5.6

5.7

27.5

5.8

6.0

22.1 23.9 23.8 23.8

23.8

Grant for public health and
medical care

1.3

3.6

2.6

2.5

2.0

1.5

Grant for coordination and
availability

1.0

1.0

0

0

0

0

Stimulation grant and
elderly care initiatives

1.4

2.5

2.3

2.4

0.5

0.5

Other appropriations

6.7

7.3

7.3

7.4

7.4

6.8

63.4 67.3 67.9 66.3

66.0

Total

65.0

Source: ESV

Attendance allowance: slower increase in
standard amount and payment in arrears
Expenditure on state attendance allowance are determined by the number of people receiving help

for more than 20 hours per week, the number of
paid hours these people receive, and the hourly
rate. The first 20 hours are paid by the municipalities.
The hourly rate is based on a standard amount
under the regulation on attendance allowance
(1993:1091). The standard amount increases each
year by 1.4 per cent under the current regulation,
but the annual increase will slow to 1.05 per cent
under the new regulation coming in from 2017.
The standard amount will therefore rise next year
to SEK 291. An enhanced hourly rate may be paid
in special circumstances, but must not exceed the
standard amount by more than 12 per cent.
From October 2016, Försäkringskassan – the
Swedish Social Insurance Agency – has switched
to payment in arrears for the bulk of these payments, which will reduce expenditure this year.
This change to payment in arrears will not, however, affect municipal payments to Försäkringskassan for the first 20 hours per week. The change
will reduce expenditure by SEK 3.9 billion in
2016.
Spending on state attendance allowance will
rise by 10.3 per cent during the forecast period,
due mainly to the average number of hours per
person continuing to increase. The number of recipients will fall at the beginning of the period,
with the result that recent years’ decline in the
percentage of the population in receipt of attendance allowance continues. The number of recipients will rise slightly towards the end of the period due to population growth.
Table 21. Change in the components of state
attendance allowance during the forecast period
Change in expenditure
Component

Per cent

SEK bn

-0.2

-0.1

Hours per recipient

6.1

1.5

Hourly rate

Number of recipients
1

4.9

1.2

Effect of change to
payment in arrears

-0.5

-0.1

Total

10.3

2.6

Source: ESV
1

Excluding first 20 hours paid by municipalities.
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More young people to receive free dental
care, more elderly to receive extended dental
care subsidy
State dental care subsidies consist of high-cost
protection, a general dental care subsidy and a
special dental care allowance. High-cost protection covers 50 per cent of qualifying costs3 above
SEK 3,000 and 85 per cent of costs above SEK
15,000. The general dental care subsidy is SEK
300 per annum for those aged 20-29 or 75 and
over. Those aged 30-74 receive an annual subsidy
of SEK 150. The special dental care allowance is
awarded to those in need of preventive dental care
as a result of illness or disability.
New proposals in the Budget Bill mean that
young people will receive free dental care until
their 21st birthday from 2017, their 22nd birthday
from 2018 and their 23rd birthday from 2019. It is
also proposed that the extended general dental
care subsidy of SEK 300 per annum for the elderly is paid from the age of 65 rather than 75 from
1 July 2017.
The first of these reforms means that spending
on both high-cost protection and the general subsidy will decrease, as responsibility for dental care
for more age groups is transferred to county councils as part of the public dental health system. The
second spells increased spending on the general
subsidy. Increases in reference prices and a growing population will also push up expenditure on
dental care, which is forecast to rise by 14.3 per
cent during the forecast period.
Pharmaceutical benefits governed by
agreement
For 2016, a one-year agreement was reached between central government and the Swedish Association of Local Authorities and Regions
(SALAR) on the grant for pharmaceutical benefits, etc. The agreement entails costs of SEK
23.9 billion, which also includes some other
grants, such as medicines for hepatitis C.
The agreement also sets out a profit/loss-sharing model whereby the parties share any variation
in costs this year from the agreed grants for phar3

32

maceutical benefits and hepatitis C beyond 3 per
cent. No agreement has yet been concluded between central government and SALAR for the
coming years.
For 2016, a non-recurring effect will reduce expenditure by SEK 1.8 billion, due to the January
payment having been made early in December
2015.
The forecast for 2018-2020 is based on the estimates in the Budget Bill. Expenditure will grow
by 5.2 per cent during the forecast period once the
non-recurring effect of the early payment in December 2015 is excluded.
Several grants to decrease during the
forecast period
Spending on a number of grants will decrease
during the forecast period, especially towards its
end. For example, the grant for coordination and
availability of SEK 1 billion will be discontinued
in 2017. Instead, the grant for public health and
medical care will increase by the equivalent
amount from 2016, resulting in payments of
SEK 2 billion this year. The stimulation grant and
initiatives for elderly care will fall sharply from
2019 as the initiative to boost staffing and quality
in elderly care comes to an end.
3.2.3 Financial security for the sick and
disabled (EA 10)
Expenditure in this area will amount to SEK
106 billion this year and then fall slightly through
to 2019. Sickness benefit and rehabilitation compensation account for around 85 per cent of expenditure in this area, and sick pay and activity
compensation for the remainder.
Days of sickness benefit expected to fall
The trend in sickness benefit will reverse during
the forecast period. The rate of increase in the
number of days of sickness benefit will slow to
just under 5 per cent in 2016 as a whole, which
compares with an average annual increase of
12.3 per cent over the past five years. From 2017
to 2019, the number of days of sickness benefit
will fall, due to a reduction in both the frequency

Based on agreed reference price list.
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and duration of short-term sickness absence. One
reason for this is improved follow-up work by
Försäkringskassan. The share of long-term sickness absence is continuing to rise, partly as a result of the removal of the time limit for sickness
benefit. It is mainly absence due to mental health
problems that has increased in recent years.
Chart 17. Sickness benefit
SEK billion
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Source: Statistics Sweden and ESV

The share of employed people (whole-year
equivalents) in receipt of sickness benefit is expected to be 3.5 per cent this year, falling to
3.2 per cent in 2019 and then holding at that level.
Expenditure on sickness benefit is estimated at
SEK 33 billion this year and will rise to just over
SEK 34 billion in 2020, due to higher employment and a slight increase in benefit levels.
Fewer recipients of sick pay
In December 2016, the number of people in receipt of activity compensation and sick pay for
permanent disability is expected to be just over
270,000 (whole-year equivalents) or 4.5 per cent
of the population aged 16-64.

Chart 18. Activity and sickness compensation
SEK billion

Thousands of people

100

500

90

450

80

400

70

350

60

300

50

250

40

200

30

150

20

100

10

50
0

0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Expenditures for activity and sick compensation, SEK billion
Number of people with activity and sick compensation, whole
year equivalent
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The number of recipients of activity compensation or sick pay has been decreasing since 2006
and will continue to fall throughout the forecast
period, due to both low inflows of new cases and
high outflows. The low inflows are due primarily
to rules imposing strict requirements for permanent loss of capacity for work. The current high
outflows are due to many recipients switching to
retirement pensions. Around 245,000 (full-year
equivalents) are expected to be in receipt of activity compensation or sick pay in 2020, corresponding to 3.9 per cent of the population aged 16-64.
The rules for those below the age of 30 will
change next year, but this will not affect costs.
Young people who are never expected to be able
to work will then be able to receive sick pay instead of activity compensation, which is expected
to make life easier for this group but will not affect costs. Another change is that the guaranteed
level of activity compensation and sick pay benefit will rise by 0.05 times the price base amount
from 1 July 2017.
3.2.4 Financial security for families and
children (EA 12)
Expenditure in this area consists of general and
means-tested benefits and various insurance schemes. The expenditure will amount to just over
SEK 86 billion in 2016, of which child benefit
and parental benefits account for 77.5 per cent.
The expenditure will grow by slightly more than
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19 per cent during the forecast period. The main
reasons for the increase are a higher number of
days of parental benefit and a higher average benefit payment.
Table 22. Expenditure on financial security for
families and children

Chart 19. Child benefit
SEK billion

Per cent of GDP

50

1.0

40

0.8

30

0.6

20

0.4

10

0.2

SEK billion
Forecast
2015 2016 2017 2018 2019 2020
EA 12 Financial security
for families and children

82.9

86.1 88.8 92.0 95.3 98.8

Child benefit

25.8

26.3 27.2 27.6 28.0 28.4

Parental benefits

38.6

40.5 41.6 43.5 45.4 47.5

Maintenance support
Adoption allowance

2.3
0.01

2.7

2.7

2.7

2.6

0

0.0
2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
Expenditures for child benefit

Expenditures % of GDP

2.6

0.02 0.02 0.02 0.02 0.02

Children’s pension and
orphan allowance

0.9

0.9

1.0

1.1

1.2

1.2

Childcare allowance for
disabled children

3.5

3.8

4.0

4.3

4.7

5.0

Pension rights during
parental leave

6.9

7.2

7.2

7.5

7.8

8.3

Housing allowance

4.9

4.7

5.1

5.3

5.5

5.7

Source: ESV

More children mean increased expenditure
on child benefit
Expenditure on child benefit will increase
throughout the forecast period as a result of a
growing number of children under the age of 16,
due to increased fertility and to some extent immigration. However, since the size of the child benefit is unchanged during the forecast period, the expenditure will increase as a share of GDP. Child
benefit was last raised in October 2005 by
SEK 100 to SEK 1,050 per child per month. It is,
however, proposed in the Budget Bill that the
third-child supplement be raised by SEK 126 to
SEK 580 from 1 January 2017.

Source: Statistics Sweden and ESV

Increased number of parental days and a
higher average benefit payment
The parental insurance system includes parental
benefit, temporary parental benefit, pregnancy
benefit and, in 2012–2016, the gender bonus4.
State retirement pension contributions are also included for the first three of these benefits. Parental
benefit and temporary parental benefit account for
more than 88 per cent of expenditure on this appropriation. The number of parental days and the
average benefit payment for these days largely determine the level of expenditure in the area.
A relatively high number of children, due to
both increased fertility and immigration, means
that more days of parental benefit will be paid in
the coming years. The number of days of parental
benefit is expected to increase by almost 10 per
cent during the forecast period, and the number of
days of temporary parental benefit by 7 per cent.
The average benefit payment will rise with hourly
earnings. Taken together, this means that expenditure on parental benefits is expected to grow by
23 per cent during the forecast period.

4

The gender bonus will be discontinued from the end of 2016.
Amounts charged to this appropriation at the beginning of 2017
relate to 2016.
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Chart 20. Days of parental benefit
SEK billion
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increase in the unemployment benefit ceiling, but
will fall in 2017 and 2018 as unemployment
comes down. The administrative appropriation for
Arbetsförmedlingen – the Swedish Public Employment Service – will increase as a result of the
many immigrants becoming registered. They will
require more resources, as many new arrivals are
far from the labour market.
Other expenditure includes the European Social
Fund, which will increase in the new programme
period.
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Million parental benefit days
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Table 23. Labour market expenditure
SEK billion
Forecast

Source: Statistics Sweden and ESV

2015 2016 2017 2018 2019 2020

3.2.5 Labour market and working life (EA
14)

Administrative costs

7.5

7.9

8.2

8.7

8.4

8.1

Activity support

14.1

13.8

12.2

10.2

9.4

9.4

Contributions to unemployment benefit, activity
support and costs for labour market policy programmes make up 52 per cent of expenditure in
this area, while wage-subsidised employment and
contributions to Samhall account for 24 per cent.
New start jobs and vocational introduction employment, which were previously recognised on
the revenue side but are being recognised as an
appropriation on the expenditure side from 2016,
make up almost 9 per cent.
Expenditure in this area will amount to almost
SEK 73 billion in 2016, nearly SEK 8 billion
more than in 2015. Almost SEK 7 billion of this
increase is due to spending on new start jobs and
vocational introduction employment being transferred from the revenue side of the budget. Expenditure in the area as a whole will hold at more or
less the same level as this year during the rest of
the forecast period, but there will be relatively
major changes in expenditure within the area.
Total expenditure on participants in labour
market policy programmes will rise throughout
the period despite a decrease in numbers. This is
because the number of participants receiving activity support will decrease, whilst the number of
people receiving employment support will rise.
Activity support costs less per participant than
employment support. Expenditure on unemployment benefit will rise slightly this year due to the

Contributions to
unemployment benefit

12.5

12.7

11.3

11.0

11.0

11.5

8.9

8.7

11.6

12.6

13.5

13.6

17.2

17.1

18.1

19.0

19.2

19.3

1.2

1.5

1.5

1.6

1.7

1.8

(6.7)

6.3

5.8

5.2

5.3

5.3

1

Employment support
Subsidised
employment
Wage guarantee
New start jobs and
support for vocational
introduction
employment
Other

3.5

4.4

4.7

4.7

4.5

4.3

Total

65.0

72.5

73.5

73.1

72.9

73.3

1
The Swedish Public Employment Service administrative costs
Note: New start jobs and support for vocational introduction
employment were funded through the revenue side of the budget
until 2015. The figure shown in brackets for 2015 is not included in
the total for the year.

Source: ESV

Reduced expenditure on Contributions to
unemployment benefit until 2019
Open unemployment is expected to total
235,000 people this year; a decrease of 21,000
compared to 2015, and will continue to fall until
2019 before rising again. Unemployment in 2020
will nevertheless be slightly lower than this year.
The reason for the increase in unemployment
benefit expenditure this year despite fewer unemployed than last year is that the unemployment
benefit ceiling has been raised. In the coming
years, expenditure will fall until 2019 as a result
of decreasing unemployment, but will then rise
again as the number of unemployed increases.
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The share of the openly unemployed that is entitled to unemployment benefit has been in decline
for a number of years and was 34 per cent in
2015. It is expected to continue to fall slightly,
due to the fact that a declining number of unemployed people are expected to meet the eligibility
criteria for benefits when the number of unemployed people falls. This is because a larger share
of the unemployed will be people who are far
from the labour market.
More with employment support but fewer with
activity support
The number of people in programmes will fall
during the forecast period, due to a smaller number of participants in programmes with activity
support. This is a result of the employment phase
of the job and development guarantee and the
youth job programme being phased out and scaled
back respectively, and being replaced with extra
jobs, trainee jobs, modern temporary jobs and a
sharper focus on employment support. The decrease in participants in programmes with activity
support will be offset partly by more immigrants
transferring from the establishment programme
and then receiving activity support, and by the
introduction of education contracts. Expenditure
on activity support will fall by just under SEK
5 billion from 2015 to 2020. Expenditure on employment support will rise by the same amount
during the period. All in all, spending on these
programmes will be at the same level in 2020 as
this year, despite reduced participation. This is because employment support costs more per participant than activity support.
The number of people with new start jobs will
fall during the forecast period, due mainly to the
government’s proposals for a reduced subsidy for
those who have been without work between one
and two years, and a time limit of two years for
how long a new start job can be held. There are
still few people in vocational introduction employment, and the number of people in 2020 is estimated at 2,000.
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Table 24. Participants in programmes and
subsidised employment
Thousands
Forecast
Labour market activity
Job and development
guarantee

2015 2016 2017 2018 2019 2020
103

102

86

77

74

76

16

15

14

14

5

5

5

5

5

1

1

1

1

1

1

34

36

39

39

37

36

5

6

8

9

8

8

175

172

159

149

143

143

Extra jobs

0

1

3

6

9

10

Trainee jobs

0

1

2

2

2

2

Other employment support

14

13

17

19

20

20

Total, employment
support

14

14

21

28

33

35

1

1

1

1

1

2

191

187

181

179

178

180

Of which in the
employment phase

37

23

10

Youth job programme

27

20

Labour market training
programme

5

Support in starting a
business
Preparatory measures
Job experience
Total, activity support

Other in programmes
Cyclical labour market
policy programmes
New start and vocational
introduction employment
Total, all programmes1
Wage-subsidised
employment
Sheltered employment with
a public sector employer
Development employment

47

47

43

40

40

40

238

234

224

218

218

220

31

30

30

31

30

30

3

3

3

3

3

3

8

8

9

11

11

12

Security employment

35

35

37

38

38

39

Total subsidised
employment

76

75

78

82

82

84

314

309

303

300

300

304

Total participants in
programmes and
subsidised employment

Source: Arbetsförmedlingen and ESV
1
Total for activity support, employment support, other in programmes, new start jobs and vocational introduction employment.

Increase in subsidised employment
Subsidised positions for people with disabilities
and long-term illnesses include wage-subsidised
employment, sheltered employment with a public
sector employer, development employment and
security employment.
Expenditure on subsidised employment will increase during the forecast period. The need for
subsidised employment remains high, the govern-
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ment has increased the appropriation in recent
budgets to give more people the chance to work at
Samhall, and the ceiling for wage-subsidised employment has been raised. The number of people
in subsidised employment will rise from 75,000
this year to 84,000 at the end of the period.
Few bankruptcies again in 2016
The stronger economic climate has resulted in far
fewer bankruptcies this year than last. The number in 2015 was already the lowest since the start
of the financial crisis, and there has been a further
reduction of 6 per cent this year. The number of
redundancy notices also remains low. Expenditure
is expected to be slightly higher this year than in
previous years, however, due to the reconstruction
of the Stampen media group. Costs are then expected to rise moderately in the coming years as
economic growth slows.
3.2.6 Changes in other expenditure areas
There will also be significant changes during the
forecast period in a number of other expenditure
areas besides those discussed above.
Expenditure on Education and academic research will grow relatively strongly during the
forecast period due to initiatives in recent budgets,
such as more places in adult education and vocational training, higher pay for teachers and more
staff in primary schools.
Expenditure on Planning and housing provision
will rise sharply by almost SEK 2 billion in 2016
and then by almost another SEK 2 billion in 2017
due to initiatives in the budget for 2016. This
year’s increase is due to the support being paid to
municipalities to stimulate the construction of
new housing. Next year, investment support for
the construction of rented accommodation and
student accommodation will also be paid. Support
will also be given to rationalise and renovate
apartment blocks and outdoor environments.
Expenditure on Defence and contingency measures will increase gradually during the forecast
period. The cross-party agreement on defence policy reached in 2015 means that spending will increase by SEK 1-2 billion from 2016 to 2020.

Expenditure on Transport and communications
will increase, mainly as a result of increased investment in roads and railways under previous decisions. The Budget Bill also included some new
initiatives, in particular railway maintenance in
2019 and 2020. Expenditure in this area increased
by SEK 1.4 billion in 2016 as a result of shipping
subsidies being transferred to the expenditure side
of the budget after previously being reported on
the revenue side.
The bringing forward of payments from 2016
to 2015 meant that the EU contribution was temporarily high in 2015 and will be temporarily low
in 2016. Retroactive payments in 2017 of the rebates on Sweden’s EU contributions for 2014–
2016 mean that expenditure will be low again in
2017, but it will then return to a more normal level in the following years.
3.3 Expenditure not subject to the
expenditure ceiling
Interest payments on the national debt (EA 26)
and the Swedish National Debt Office net lending
are included in central government budget expenditure but are not covered by the expenditure ceiling.
3.3.1 Interest on central government debt
(EA 26)
This expenditure area consists almost exclusively
of the appropriation for interest payments on
central government debt. Interest payments have
been falling fast for a long period, due mainly to
ever lower interest rates. However, this expenditure varies widely from year to year. Interest payments totalled SEK 22 billion last year, but are
expected to be just below SEK 3 billion this year
before rising to SEK 10 billion in 2017 and SEK
32 billion in 2020. This variation is due to various
types of exchange rate effects and accrual effects.
There will be an underlying increase in interest
payments during the forecast period as a result of
rising market interest rates from 2018. At the end
of the period, growing surpluses will pull down
central government debt and interest payments.
Expenditure in this area will amount to 0.6 per
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cent of GDP in 2020, which is very low by historical standards. The ratio was between 1 and 2 per
cent in the mid-2000s and as high as 6 per cent at
its peak in the mid-1990s.
Interest payments on Central government debt,
NA, net moves more smoothly than interest
payments, because the interest burden is accrued
and exchange differences are not included.
Chart 21. Interest on the national debt
SEK billion

SEK billion
60

60

50

50

40

40

30

30

20

20

10

10

Table 25. National Debt Office’s net lending
SEK billion
Forecast
2015 2016 2017 2018 2019 2020
Loan to the
Riksbank

10.0

14.3 11.4 11.2

-2.8

-0.7

Loan to Ukraine

0.0

0.0

0.4

0.4

0.0

0.0

Loan to Ireland

0.0

0.0

0.0

0.0

-1.4

-2.7

CSN, study loans

6.3

5.9

5.5

5.3

5.6

6.7

Infrastructure
investment loans

-0.6

-0.5

-0.8

2.0

3.7

7.3

Stability
fund/resolution
fee

-3.4

-6.7

-7.1

-7.7

-8.5

-9.7

-1.1

-1.0

-1.3

-2.1

8.3 10.3

-4.6

-1.2

Other

-2.1

1.7

Total

10.1

14.7

Source: National Debt Office and ESV

0

0
2005

2010

2015

2020

Interest on Central government debt NA, net
Interest payments (appropriation)

Source: National Debt Office and ESV

3.3.2 The National Debt Office net lending
The National Debt Office net lending comprises
all changes to loans and account holdings in the
government’s internal bank. Net lending is expected to be SEK 15 billion this year before falling and turning negative at the end of the forecast
period when lending and borrowing more or less
cancel each other out.
In recent years, lending has been greatly affected by extraordinary measures due to the financial
crisis, such as the Riksbank’s loan to strengthen
the foreign exchange reserves, loans to countries
with financial problems, and transactions with the
stability fund. The stability fee is being replaced
this year with a resolution fee under new rules on
the management of troubled banks.

Weaker krona increases the Riksbank loan
To strengthen the foreign exchange reserves, the
Riksbank borrowed a total of around SEK
200 billion in USD and EUR from the National
Debt Office in 2009 and 2013.
The loan is expected to grow considerably in
the coming years due to the krona’s depreciation
in recent years. This is due to some of the loans
on behalf of the Riksbank maturing and being refinanced at a higher exchange rate. The Riksbank
loan will increase by SEK 14 billion this year to
become the single largest item in the forecast for
net lending. It will grow almost as much again in
2017 and 2018 before falling again slightly. This
is due mainly to the USD rate, as the bulk of the
loan is in USD. The Riksbank loan currently consists of 13 separate loans with maturities of three
to five years.
No repayment of these loans is assumed in the
forecast, because it is unclear when this will take
place. It is assumed that the outstanding loans will
be fully refinanced as they mature. Based on
ESV’s exchange rate forecasts, the loans will peak
at SEK 246 billion in 2018.
Loans to other countries
Sweden has offered Ukraine a bilateral loan of
USD 100 million, or almost SEK 900 million. The
loan is linked to a new support package from the
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IMF, and we expect it to be paid out in 2017 and
2018.
Sweden lent Ireland SEK 5.2 billion in 20122013, which is due to be repaid in 2019-2021.
Moderate increase in study loans
Study loans from CSN are financed through loans
at the National Debt Office. These loans will increase relatively moderately in the near term, due
to repayments rising more quickly than new borrowings. This, in turn, is a result of low interest
rates.
Loans for infrastructure investments to
increase from 2018
The Swedish Transport Administration borrows
from the National Debt Office to finance some infrastructure investments. These loans will fall
slightly this year due to repayments exceeding
new borrowings, but will rise again from 2018.
There will be a relatively sharp increase at the end
of the forecast period, primarily for the Stockholm
Bypass road project. The loan for this project will
mainly be repaid through future congestion charge
revenue.
Resolution – new rules for management of
troubled banks
New EU rules for the management of troubled
banks came in on 1 February 2016. The stability
fee was replaced with a resolution fee which is
double the size at around SEK 7 billion per annum. This year, however, the resolution fee will
be half that, as the final stability fee must also be
paid this year (in respect of 2015). The resolution
fee is paid into an account at the National Debt
Office known as the resolution reserve, which is
to cover any government costs for emergency
measures. The reserve is also credited with interest income, which will rise as interest rates go up.
Part of the capital in the stability fund, approximately SEK 20 billion, will also be transferred to
the resolution reserve this year.
Under the terms of the Resolution Act, the current fee is to be charged until the reserve reaches
3 per cent of guaranteed deposits, expected to be

in 2020, before being replaced with a risk fee. The
act states that the size and nature of this risk fee is
to be determined by the government or the authority that it designates. The Riksdagen has announced, however, that it wants the government to
examine this issue and come back in 2017 with
clearer legislative proposals for how the risk fee is
to be set.
The National Debt Office’s net lending
The National Debt Office’s net lending is an item on the
expenditure side of the budget which is of major
significance for the budget balance. This item is not one of
the 27 expenditure areas and is not limited by the
expenditure ceiling. It is the net of payments in and out of
what is known as the government’s internal bank: i.e. all
changes in loans and account holdings. Net lending
includes both regular government activities – such as study
loans – and temporary items which are often decided upon
at short notice and so are difficult to forecast.
The National Debt Office’s net lending impacts on the
budget balance and central government debt at its full cash
value. The increase in central government debt due to its
lending does not, however, increase the burden on the
appropriation for debt interest. Central government net
lending, on the other hand, is affected only by certain
elements of the National Debt Office’s net lending, such as
the resolution fees paid by banks. It is not affected by loan
transactions such as the payment/repayment of study
loans.

3.4 Real economic distribution of
expenditure
Besides being divided into expenditure areas,
expenditure on the central government budget can
also be broken down by type of expenditure in the
form of a real economic distribution. This is an alternative way of looking at what the central government budget is used for. The real economic
distribution sums up developments in all expenditure areas and so paints an overall picture of the
changes presented earlier in this section.
Transfer payments account for two-thirds of
central government budget expenditure and will
grow by 9 per cent, or SEK 51 billion, during the
forecast period. Almost half of these transfers are
to households, mainly in the form of sickness and
parental benefits, pensions and unemployment-re-

THE SWEDISH NATIONAL FINANCIAL MANAGEMENT AUTHORITY, 18 NOVEMBER 2016

39

CENTRAL GOVERNMENT BUDGET EXPENDITURE

lated costs. Transfers to households will grow by
4 per cent, or SEK 13 billion, during the forecast
period. The biggest increases are in parental benefits, child benefit, sickness benefit and state attendance allowance. Expenditure on pensions, sick
pay and unemployment, on the other hand, will
fall.
Table 26. Real economic distribution of
expenditure areas in the central government
budget
SEK billion
Forecast
2015 2016 2017 2018 2019 2020
Real expenditure

255

268

277

279

285

291

Consumption

226

238

242

245

248

253

29

31

35

34

37

38

601

614

654

653

651

652

304

303

309

308

311

317

22

24

23

23

23

24

165

181

211

192

186

180

Firms

34

44

48

50

49

49

Abroad

76

62

62

79

81

83

Investment
Transfers
Households
Old-age pension system
Local government

Interest

23

4

12

10

21

33

Financial transactions

10

11

11

11

11

12

889

897

954

954

969

988

Total
Source: ESV

Transfers abroad will decrease this year but
will be unchanged next year and rise after that.
The main items are international development cooperation and Sweden’s EU contribution. The level of the EU contribution is normally relatively
constant, but the international development cooperation appropriation rises with GNI. This year
and next, most non-recurring effects will serve to
hold back the level of transfers abroad,
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which were unusually high last year. Both the EU
contribution and international development cooperation are subject to non-recurring effects.
Spending on international development cooperation will fall in the near term due to the migration
costs that are deducted from this appropriation
being higher than normal. These payments then
become transfers within Sweden rather than transfers abroad.
Changes in accounting policies will add just
over SEK 9 billion to transfers to the business sector in 2016. This mainly concerns costs for new
start jobs, vocational introduction employment
and shipping subsidies, which were previously reported on the revenue side of the central government budget but have been transferred to the expenditure side from 2016. Transfers to firms will
also increase somewhat over the next two years
without this effect, due mainly to increases in EU
programmes in the rural sector and subsidised employment at private firms.
Consumption, which includes administrative
appropriations to government bodies, accounts for
a quarter of central government budget expenditure and will increase by 12 per cent, or SEK
27 billion, during the forecast period. Payroll expenses, including social security contributions, account for just over half of this expenditure.
The level of investment is much lower than the
level of consumption, but the growth rate is higher. Investment will increase by SEK 9 billion, or
30 per cent, during the forecast period, due mainly
to investments by the Armed Forces and the
Swedish Transport Administration.
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4

Net lending and budget balance

General government net lending will show only a
small surplus this year, despite strong growth in
the economy and substantial tax increases, and
will turn to deficit next year. The Central
government net lending will generate surplus
throughout the period, while local government
and the old-age pension system will show annual
deficits throughout the projection period. Other
than in 2017, fiscal policy is expected to be contractionary in every year of the forecast period.
4.1

General government net lending

General government net lending will deteriorate at
the beginning of the period but improve year-onyear from 2018. With the exception of 2017, net
lending will be positive every year from 2016 to
2020.
In all years, net lending will be negative in both
the local government sector and the old-age pension system, but positive in the central government sector.
Strong growth in tax revenue this year
Tax revenue will grow strongly this year, due primarily to tax increases of just over SEK 30 billion. These will consist mainly of the phasing out
of the reduced employer contribution for young
people and decreases in the ROT tax credit for
home improvements and the earned-income tax
credit. These tax increases will, however, be offset by a decrease in capital income taxes from
temporarily high levels last year.
Tax revenue will continue to grow next year
both in absolute terms and as a share of GDP, due
partly to some tax increases not having their full
effect until then. In the absence of changes to tax
rules, tax revenue will normally grow in line with
GDP, because the most important tax bases –
wages and consumption – largely follow developments in the overall economy. The tax-to-GDP
ratio will continue to climb in 2018 and 2019,
however, as higher interest rates cause capital in-

come taxes to grow more quickly than GDP at the
end of the forecast period.
Table 27. General government revenue and
expenditure
SEK billion unless otherwise indicated
Forecast
2015
Revenue
% of GDP
Taxes and duties
% of GDP

2016 2017 2018 2019 2020

2 046 2 144 2 211 2 300 2 389 2 498
48.9

49.0

48.7

48.9

48.9

49.1

1 802 1 894 1 964 2 041 2 117 2 206
43.1

43.2

43.3

43.4

43.4

Capital income

62

62

57

62

66

75

Other revenue

182

183

190

197

206

217

Expenditure

43.3

2 039 2 138 2 222 2 297 2 362 2 429

% of GDP

48.8

48.8

49.0

48.8

48.4

47.7

Transfers and
subsidies

750

771

789

822

838

856

Of which,
households

600

618

639

651

667

686

Consumption
Investment

1085 1 152 1 208 1 243 1 280 1 321
180

188

196

200

208

217

20

22

23

27

28

28

Other expenditure

4

5

6

6

8

9

General government
net lending

8

7

-11

3

27

68

0.2

0.2

-0.2

0.1

0.6

1.3

9

19

3

35

67

109

-10

-12

-4

-19

-26

-29

8

-1

-10

-13

-14

-12

Interest

% of GDP
Central government
Local government
Old-age pension
system

Sources: Statistics Sweden and ESV

Higher government consumption to push up
expenditure ratio
Expenditure does not have the same links to fluctuations in the economy as revenue. In situations
with normal growth, an absence of cyclical shocks
and unchanged policies, government expenditure
can be expected to grow more slowly than the
economy as a whole. The expenditure-to-GDP
ratio has been falling for many years, but will be
largely unchanged this year and rise next year
before falling again after that. The rise in the ratio
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can be explained largely by a sharp increase in
government consumption. The local government
sector accounts for the bulk of this increase (see
the section “Local government net lending” below), but central government consumption will
also grow strongly.
Comparison with other forecasters
Forecasts of general government net lending
published since the beginning of June range from
0.3 to -0.2 per cent of GDP for 2016, and from 0.2
to -0.5 per cent of GDP for 2017. As can be expected, the timing of each forecast’s production is
significant. The variation between the latest forecasts from ESV, the European Commission and
the Riksbank, all produced on the basis of more or
less the same information, is at most 0.2 percentage points. Besides differences due to available
data, the variation in the forecasts for net lending
can be explained by different projections for the
likes of GDP (cf. the section “Comparison with
other forecasters” in section 1 above), wages and
interest rates. ESV’s forecast for net lending in
2016 is around 0.1 percentage point higher than
the average for all of the forecasters included in
Chart 22, while our forecast for 2017 is 0.1 percentage point lower.

4.2 Central government net lending and
budget balance
4.2.1 Central government net lending
Central government net lending will be positive
throughout the forecast period and will strengthen
by SEK 100 billion from 2015 to 2020. Tax increases and strong growth in the most important
tax bases will push up central government tax revenue. Expenditure will also rise rapidly in the near
term, due mainly to high spending on migration
but also to initiatives in recent budgets.
Table 28. Central government revenue and
expenditure
SEK billion unless otherwise indicated
Forecast

Revenue
% of GDP
Taxes and social
security contributions

Per cent of GDP

0.4

0.4

0.2

0.2
0.0

0.0

-0.2

-0.2

-0.4

-0.4

-0.6

ESV

EU

RB

Govern- Nordea
ment

18-nov

09-nov

27-okt

20-sep

2016

01-sep

NIER
31-aug

SEB

Swedbank

OECD

30-aug

29-aug

01-jun

-0.6

2017

Sources: ESV, European Commission, Sveriges Riksbank, Swedish
Government, Nordea, NIER, SEB, Swedbank and OECD.
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1 064

1 119 1 146 1 189 1 230 1 287

25.4

25.5

25.3

25.3

25.2

927

978 1 003 1 040 1 077 1 127
24

25.3

22

22

21

24

Transfers

27

27

27

27

28

28

Imputed income

90

92

95

98

102

105

26

Expenditure

1 054

% of GDP

25.2

25.1

25.2

24.5

23.8

23.1

Transfers and
subsidies

658

683

712

711

708

710

Consumption

Per cent of GDP

2016 2017 2018 2019 2020

Capital income

Interest

Chart 22. Forecast comparison, general
government net lending

2015

Investment (including
stockbuilding)

1 100 1 143 1 154 1 164 1 177

18

20

21

24

23

21

284

299

307

313

319

325

89

92

97

101

109

118

Net purchases of
land, etc.

0

1

1

1

1

1

Other

5

5

5

5

5

5

Net lending

9

19

3

35

67

109

% of GDP

0.2

0.4

0.1

0.7

1.4

2.1

Sources: Statistics Sweden and ESV

The budget rules automatically exert downward
pressure on central government expenditure. The
rules on the upward adjustment of some types of
expenditure, such as administrative appropriations
for government bodies and transfers to local government, mean that expenditure falls as a share of
GDP unless active decisions are taken to increase
spending. Expenditure has fallen in relation to
GDP each year since 1993 with only occasional
exceptions. Gradual reductions in expenditure
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over a 20-year period have almost halved central
government expenditure relative to the economy
as a whole. Taxes too have fallen from the high
levels of the 1990s. High spending in the near
term, mainly on migration, will counteract this effect, however, with the result that the expenditureto-GDP ratio will be largely unchanged this year
and next.
Chart 23. Central government revenue and
expenditure
Per cent of GDP

Per cent of GDP

45

45

40

40

35

35

30

30

25

25

20

20
1993 1996 1999 2002 2005 2008 2011 2014 2017 2020
Revenue

Table 29. Central government budget in brief
SEK billion
Outcome

Expenditure

Forecast

2015 2016 2017 2018 2019 2020

Sources: Statistics Sweden and ESV

Revenue

Note: Central government revenue was temporarily high in 19992001 due to transfers from the old-age pension system as part of the
pension reform. The revenue-to-GDP ratio therefore fell sharply in
2002 when these temporary effects ended.

4.2.2 Central government budget balance
The central government budget is expected to
show a surplus of SEK 46 billion this year, which
is a substantial improvement of SEK 78 billion on
last year. This is almost SEK 70 billion more than
the improvement in central government net lending this year and is due primarily to a major
change in tax accruals. Once allowance is made
for payments brought forward from 2016 to
2015,5 the improvement in the budget balance is
SEK 48 billion.
The improvement in the budget balance this
year is due to a marked increase in tax revenue.
SEK 9 billion of this is down to a change in accounting policies in the budget.5 A temporary
surge in tax payments by two companies in one
particular group accounts for another SEK 15 bil5

lion. Capital deposits in the tax account and early
supplementary preliminary tax payments are also
expected to have pushed up tax revenue by SEK
15 billion last year and SEK 5 billion this year. In
2017 and 2018, the effect will be the reverse,
pulling down tax revenue by SEK 15 billion and
SEK 5 billion respectively.
Expenditure will rise more slowly than revenue
this year, by SEK 28 billion. Interest payments, a
volatile item, will fall sharply, while National
Debt Office net lending and the cash correction
item will increase. Annual comparisons will also
be affected by payments being brought forward
from 2016 to 2015 and by changes in accounting
policies in the budget. Excluding these effects5,
expenditure will climb considerably further: total
expenditure by SEK 49 billion and ceiling-limited
expenditure by SEK 61 billion, or just over 7 per
cent.

860

966

Tax revenue, cash
basis

927

978 1 003 1 040 1 077 1 127

Accruals

-33

27

Tax revenue, accrual
basis

894

1
006

996 1 034 1 082 1 125

Other revenue

-34

-40

-47

Of which, asset
sales

949

-7

989 1 036 1 076

-6

-45

5

-46

-2

-48

0

0

0

0

0

0

892

920

962

965

964

987

Expenditure areas
excluding interest

867

894

943

945

948

956

Interest on the
national debt, etc.

22

3

11

10

21

32

Cash correction

-7

8

0

0

0

0

10

15

8

10

-5

-1

-33

46

-13

25

72

90

106

-16

40

46

41

Expenditure

National Debt Office
net lending
Budget balance
Annual change:
Revenue
Expenditure

28

42

3

0

22

Budget balance

78

-58

37

47

18

Source: ESV

See box in section 3.1.
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The budget balance is expected to deteriorate
next year to a deficit of SEK 13 billion. Tax revenue will be somewhat lower than this year, while
expenditure will grow more quickly. Interest payments will rise sharply, but National Debt Office
net lending will fall almost as far. Expenditure in
the areas covered by the expenditure ceiling will
increase by SEK 49 billion. In adjusted terms5,
however, the increase will be just SEK 27 billion,
or 3 per cent.
The budget balance will continue to improve in
subsequent years, with revenue expected to rise in
step with GDP, and expenditure to grow more
slowly than revenue. Interest on central government debt will, however, continue to climb relatively quickly.

This year’s accrual effects mean that net
lending will be much weaker than the budget
balance. These effects relate mainly to the recognition of taxes. The accrual effects during the rest
of the period are the reverse, and in the final year
they relate mainly to interest on central government debt.
Table 30. Bridge between central government
budget balance and net lending
SEK billion unless otherwise indicated
Outcome

2015 2016 2017 2018 2019 2020
Central government
budget balance
Differences in definitions
Sales of shares
Extraordinary dividends

4.2.3 Relationship between central
government net lending and budget balance
There can sometimes be considerable differences
between the balances reported in the national accounts (net lending) and the government budget
(the budget balance). These are due mainly to differing accounting definitions. There are also differences in the accrual of revenue and expenditure. In net lending, tax and interest are recognised in the year to which they relate; in the budget, they are recognised in the year in which they
are paid.
Chart 24. Central government net lending and
budget balance
SEK billion

SEK billion
200

200

150

150

100

100

50

50

0

0

-50

-50

-100

-100

-150

-150

-200

-200
2006

2008

2010

2012

Net lending

Source: ESV
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2014

2016

2018

Budget balance

2020

Forecast

Parts of National Debt
Office net lending

-33

46

-13

25

72

90

12

17

0

0

14

8

-6

-2

0

0

0

0

-11

-2

0

0

0

0

18

23

17

17

2

4

Other

5

-4

-3

-9

-8

-6

Accruals

32

-43

3

3

2

22

Taxes

33

-27

7

6

-5

2

Interest

-3

-12

-4

-3

7

20

Other

-2

-1

-1

-1

-1

-1

Central government net
lending
% of GDP

9

19

3

35

67

109

0.2

0.4

0.1

0.7

1.4

2.1

Sources: Statistics Sweden and ESV

Differences in definitions will strengthen net
lending in the near term but weaken it at the end
of the period. These mainly include different ways
of recognising government loans to the Riksbank
and other countries, study loans and changes in
the value of financial instruments. From 2015 to
2018, the Riksbank loan will grow by an annual
average of SEK 12 billion due to currency effects,
which will reduce the budget balance but not net
lending.
4.3

Local government net lending

Local government net lending will show a deficit
of SEK 12 billion this year, which is only SEK
2 billion more than last year despite a sharp rise in
local government consumption. Next year the
deficit will be SEK 4 billion.
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Table 31. Local government finances
SEK billion
Outcome
2015
Revenue
Income tax

959

Forecast
2016

2017

2018

2019

2020

1 061 1 078 1 095 1 125 1 161

635

671

700

730

758

788

16

16

17

18

19

20

160

180

206

185

178

172

Capital income

12

13

13

16

18

22

Other revenue

136

136

142

146

152

159

Property charge
Central government
transfers excluding
VAT

Expenditure
Consumption

969

1 028 1 081 1 114 1 151 1 190

797

849

897

925

957

992

2.1

3.4

2.6

0.7

0.5

0.6

Investment

91

96

99

99

99

99

Transfers

79

80

82

85

87

89

41

42

43

45

47

48

Volume change1

Of which, to
households
Capital costs

3

4

4

4

6

8

-1

-1

-1

1

2

2

Net lending

-10

-12

-4

-19

-26

-29

% of GDP

-0.2

-0.3

-0.1

-0.4

-0.5

-0.6

Other expenditure

Sources: Statistics Sweden and ESV
1

Calendar-adjusted.

Local government consumption will grow very
strongly from 2015 to 2017, due mainly to refugee
reception. Net lending will not, however, deteriorate during this period, with the healthy economic
climate bringing strong growth in tax revenue.
Central government transfers will also increase,
especially through the so-called welfare billions –
SEK 10 billion extra from 2017 – and the temporary support of SEK 9.8 billion in 2015 under the
migration agreement. Central government transfers will also rise rapidly in 2016 and 2017 due to
payments under the reimbursement system for
refugee reception. These reimbursement payments
are currently being made with a long delay, with
the result that some municipal expenditure is not
reimbursed until the following year. This is having significant effects on net lending. A large part
of the reimbursements for last year were not paid
until this year, and some of the reimbursements
for expenditure this year will be not be paid until
next year. This year, net lending will be boosted
by payments made this year in respect of last year

being larger than payments for this year that are
delayed to 2017. These delays will come to an end
in 2017 as a result of central government catching
up on its payments to municipalities and introducing a new reimbursement system for unaccompanied minors where payments are more closely
linked to municipalities’ expenditure.
Strong growth in income taxes to slow
Tax is the most important source of revenue for
the local government sector, accounting for
around two-thirds of the total. Tax revenue will
grow very strongly this year, as it did last year,
due mainly to large rises in both employment (and
hence wages) and pensions. The sector has also
raised the average tax rate by 0.11 percentage
points, making a total increase in the municipal
income tax rate in the period 2011-2016 of 0.55
percentage points.
Tax revenue will grow strongly again for the
next two years, but not as rapidly as this year, due
to slower employment growth and the assumption
of no changes in municipal tax rates.
Central government transfers up sharply this
year and next
Central government transfers will grow by SEK
20 billion this year, including just over SEK 7 billion relating to initiatives in recent budgets. These
include higher pay for teachers, more teachers in
primary schools, measures to raise the quality of
health and elderly care, and the introduction of
new types of subsidised employment in the form
of extra jobs and trainee jobs. Central government
transfers will also rise by SEK 16 billion as a result of reimbursements for refugee reception. This
includes both reimbursements for refugee reception this year and the part of last year’s reimbursements not paid until this year. On the other hand,
transfers will decrease by almost SEK 9 billion as
a result of the temporary support of SEK 9.8 billion in 2015 not being repeated.
Next year, central government transfers will
rise by SEK 26 billion, including a SEK 10 billion
permanent increase in support for the local government sector, the so-called welfare billions.
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Transfers will also increase by SEK 13 billion as a
result of reimbursements for refugee reception,
which includes payments for parts of 2016 and the
whole of 2017, as well as the introduction of the
new system for reimbursing municipalities for unaccompanied minors. The new reimbursement
system means that central government transfers
will be paid as costs are incurred, with the result
that the problems with delays in payments from
central government are expected to end after
2017. On the other hand, expenditure will rise
temporarily as a result of the introduction of the
new system, leading to particularly high transfers
in 2017.
Central government transfers will fall sharply
by SEK 21 billion in 2018. Virtually the whole of
the decrease can be explained by lower reimbursements for refugee reception. This is due to an ever
decreasing inflow of refugees into the municipal
reception system, and to the new reimbursement
system for unaccompanied minors resulting in a
reduction in some payments. The rules on accommodation will also be adjusted.
Highest consumption growth this millennium
this year and next
Consumption accounts for 80 per cent of local
government expenditure and relates mainly to
schools, health care and elderly care. Refugee reception will also be a growing area in the near
term. The local government sector is responsible
for schools, health care and elderly care for immigrants in the municipal reception system, while
central government – through Arbetsförmedlingen
– is responsible for accommodation, support and
establishment. The exception is unaccompanied
minors, for whom municipalities must provide
accommodation as soon as they arrive in Sweden.
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Central government reimburses municipalities
through
transfers
as
explained
above.
Consumption is not moving entirely in line with
these transfers, however, because reimbursements
for refugee reception are subject to considerable
delays in the period from 2015 to 2017, as
mentioned above.
Consumption climbed rapidly last year,
especially in the fourth quarter. The influx of new
immigrants rapidly generated considerable demand in the school and health care areas in particular, but also in specific areas such as social services and accommodation for unaccompanied
minors. Consumption will continue to soar this
year, due mainly to continued work on taking care
of the new arrivals. Budget initiatives in the
school and health care areas will also push up
consumption. However, we are also seeing a
displacement effect from political initiatives in
recent budgets, mainly on extra jobs (a form of
subsidised employment), as a result of refugee
reception.
Consumption will continue to grow strongly
next year. The increase will not be as great as this
year, but will otherwise be the biggest since the
turn of the millennium in volume terms. The increase is due partly to a further strong rise in expenditure on refugee reception, albeit at a decreasing rate due to falling inflows, and partly to a rise
in the underlying level thanks to the welfare billions. Some spending will also increase temporarily due to the transition to the new reimbursement
system for unaccompanied minors. This means
that growth will be very much lower in 2018 once
the reimbursement system has been implemented.
It will also decrease as a result of expenditure on
refugee reception slowing, and to tax revenue not
rising as quickly as before.
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Table 32. Key figures for local government
consumption

Further high levels of investment

Percentage change unless otherwise indicated
Outcome

Forecast

20151 2015 2016 2017 2018 2019 2020
Consumption,
constant prices
Employed

797

2.1

3.4

2.6

0.7

0.5

0.6

1 119

2.3

3.5

2.2

0.8

0.6

0.1

-1.5

0.1

-0.1

-0.3

-0.3

0.0

Average hours
worked
Hours worked

1 683

Productivity

0.8

3.6

2.2

0.5

0.2

0.1

-0.3

-1.4

-0.5

-0.1

-0.1

0.0

Value added,
constant prices

520

0.5

2.1

1.7

0.4

0.2

0.1

Intermediate
consumption,
constant prices

261

2.8

4.3

3.1

1.2

1.4

1.5

Social benefits in
kind, constant prices

136

7.2

5.6

4.0

1.3

1.1

1.5

Consumption,
current prices

797

5.8

6.6

5.7

3.2

3.4

3.6

Sources: Statistics Sweden and ESV
Note: Values in constant prices are calendar-adjusted.
1
SEK billion except for number of employed and hours worked,
which are in thousands.

In the years after that, the number of children in
preschool and primary education will continue to
rise, due partly to the increased number of immigrants. Costs for health and elderly care will rise
in line with growth in the number of elderly people, the introduction of new treatments and the
availability of new medicines. In the final year of
the forecast, consumption is expected to increase
by 0.6 per cent in volume terms. This is much
lower than the demographic need, but it will not
be possible to increase consumption further without reprioritizing expenditure or raising revenue if
municipalities are to meet the balanced-budget requirement (see box below on ESV’s forecasting
methodology for the local government sector).

Investment has increased considerably since the
mid-2000s and will continue to climb this year
and next in volume terms before falling back
again from 2018.
County councils are investing in a number of
major hospital construction and improvement projects. Spending on the largest such project, Nya
Karolinska Solna (NKS), will fall from next year,
however, as the hospital nears completion. A
number of investments in public transport are also
under way or planned, including the expansion of
the metro network in Stockholm, which is expected to pick up speed after 2017. Recent years have
seen heavy investment in new and improved facilities, including schools and retirement homes, but
there is still a major need for further investment.
There is also a need for more housing, partly to
accommodate recent immigrants. A number of
municipalities are therefore also investing in the
erection of modular housing. Taken together,
these needs will support investment levels going
forward.
4.3.1 Relationship between local
government net lending and net income
Local government net income6, the measure used
by the sector for planning and budgeting, will be
SEK 24 billion this year, an increase of SEK 8 billion. This contrasts with a decrease of SEK 2 billion in local government net lending. The difference is due to the bulk of the temporary support of
SEK 9.8 billion from central government under
the migration agreement being accrued to 2016 in
the calculation of net income, which differs from
its accounting treatment for the purposes of net
lending.

6

Previously referred to as “accounting result”.
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Table 33. Bridge between local government net
lending and net income
SEK billion
Outcome

Forecast

2015 2016 2017 2018 2019 2020
Net lending

-10

-12

-4

-19

-26

-29

Investment-related items,
net

32

35

36

35

34

32

Adjustments to taxes and
central government
transfers, net

-7

2

-4

-2

-2

-2

Adjustments to financial
items, net

2

-1

-1

-1

-1

-1

Other adjustments

-1

0

0

0

1

2

Net income

16

24

27

13

6

3

% of taxes and
transfers

1.8

2.6

2.8

1.3

0.6

0.2

Sources: Statistics Sweden and ESV
Note: Adjustments are due to differences in accounting policies.
Investment-related items include expenditure on the year’s
investments, investment grants, purchases and sales of land and
properties, and depreciation. Adjustments to taxes and central
government transfers reflect accrual and timing effects. Adjustments
to financial items are due to differing definitions of financial
income/expenses and dividends. Other adjustments relate to central
government part-financing of infrastructure, pensions and holiday
pay liabilities.

Another reason for net income performing
better than net lending is an increase in investment this year of SEK 5 billion. Net lending is reduced by the year’s total expenditure on investments, whereas net income is affected only by depreciation for the year. This means that net lending is affected far more than net income in the
short term when investment increases.
Net income is very high again next year despite
further strong growth in expenditure, which is due
mainly to the aforementioned delays in the payment of central government transfers. ESV expects net income to be affected similarly to net
lending when it comes to the long delay in transfers to cover the costs of refugee reception.
Further high expenditure, coupled with slower
revenue growth, will weaken net income in subsequent years so that it is close to zero at the end
of the forecast period.

means that revenue limits growth in expenditure, with the
exception of investment which does not impact directly on
net income. Growth in revenue reflects economic growth.
ESV only takes account of decisions, bills and clear,
quantifiable announcements in its forecast. No spending or
tax increases beyond those clearly announced or decided
upon are allowed for.
The forecast for local government consumption is
dependent on the forecast for growth in the economy and
the tax bases. In the longer term, consumption is also
affected by demographic needs, subject to a revenue
growth constraint. The forecasting methodology is based on
the cost method, not the volume method. The forecast is
also based on the underlying assumption of unchanged
productivity. If revenue grows less than the demographic
need, the local government sector will therefore need to
adjust its expenditure if it is to meet the balanced-budget
requirement. Investment, on the other hand, will move in
line with the sector’s investment needs in both the short and
the longer term.
Net income is calculated by adjusting net lending to include
items that affect net income and exclude items that do not.
The single largest such item is investment. Expenditure on
investment impacts on net lending as it is made, whereas it
affects net income over a much longer period through depreciation. This is particularly evident at present, as investment has grown strongly over the past decade and led to a
big gap between net lending and net income. This gap will
narrow in the long term as depreciation relating to these
investments increases, assuming that the rate of investment
falls again.

4.4 Net lending in the old-age pension
system
Net lending in the old-age pension system showed
a surplus of SEK 8 billion last year, equivalent to
0.2 per cent of GDP, but will show deficits from
this year onwards. The main reason for the surplus
last year was weak growth in average pensions.
Pensions will grow much more quickly both this
year and next.

Forecasting methodology for the local government sector
ESV makes the assumption that the balanced-budget requirement for the local government sector is binding. This
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Table 34. Revenue and expenditure in the old-age
pension system
SEK billion unless otherwise indicated
Outcome

Forecast

2015 2016 2017 2018 2019 2020
Revenue
Social security
contributions
Central government oldage pension contributions
Interest, dividends, etc.

279

288

293

303

314

328

224

232

243

253

262

272

23

24

23

23

23

24

32

31

27

27

29

33

Expenditure

270

289

303

316

328

341

Pensions

332

265

282

297

309

321

Other

6

6

7

7

8

8

Net lending

8

-1

-10

-13

-14

-12

% of GDP

0.2

0.0

-0.2

-0.3

-0.3

-0.2

Sources: Statistics Sweden and ESV

The “brake” that comes into play when liabilities exceed assets has been active since 2010 and
will remain so this year. This means that, instead
of an income index, a balance index is used to adjust pension expenditure. Pensions will

therefore be lower than they would have been
without this balancing. The brake will be released
next year, which means that pensions will rise in
line with the income index again. From 2017
onwards, the projections are based on the revised
rules on automatic balancing introduced on the
basis of parliamentary bill 2014/15:1225
“Smoother and more timely development of
income pensions”.
Total expenditure on income pensions will increase in all years as a result of a growing number
of pensioners and a rise in the average pension.
Besides a higher number of people aged 65 and
over, there will also be an increase in the proportion of people drawing a pension before reaching
the age of 65. In addition, pension expenditure
will rise as a result of new pensioners having a
higher pension on average, which also means that
there will be fewer recipients of a guaranteed pension and housing supplement from the central
government budget.
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5

General government debt

The General government consolidated gross debt,
or the Maastricht debt, will fall this year to 42 per
cent of GDP and will continue to fall during the
rest of the forecast period. Central government
debt is estimated at 30 per cent of GDP this year
and will also fall, by 1-2 percentage points annually for the next couple of years, due mainly to
strong GDP growth.
5.1

The local government share was relatively
stable around 6 per cent of GDP until 2010 before
climbing gradually to 10 per cent in 2015 and is
expected to remain at that level during the forecast period. Local government consumption and
investment are expected to remain high throughout the period. Interest payments will rise gradually, and financial deficits in the local government
sector will increase.

Maastricht debt

Maastricht debt will drop this year to 42 per cent
of GDP and will then continue to fall.
After Sweden joined the EU in 1995, Maastricht debt decreased substantially from a peak of
70 per cent of GDP in 1996 to 37 per cent in
2008. The trend then reversed, with the ratio
climbing back up to a peak of 45 per cent in 2014,
due mainly to the Riksbank’s increased borrowing
from the National Debt Office and changes to the
investment rules for some bond-holding government bodies in 2014.

Chart 25. Central government debt and
Maastricht debt
SEK billion

Per cent of GDP
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Table 35. General government consolidated
gross debt (Maastricht debt)
SEK billion unless otherwise indicated
Forecast
2015
Central government
debt
Local government debt
Old age pension
system
General government
consolidated gross
debt
% of GDP

2016

2017

2018

Source: Statistics Sweden and ESV
2019

2020

1 433 1 399 1 402 1 368 1 293 1 188
411

427

437

455

477

502

-8

-8

-8

-8

-8

-8

1 837 1 818 1 831 1 815 1 763 1 682
43.9

41.5

40.4

38.6

36.1

33.1

Source: Statistics Sweden and ESV

The Maastricht debt consists mainly of central
government debt and to a lesser extent (just over a
fifth) local government debt. The central government share has fallen sharply since the mid-1990s
but increased in 2013 and 2014 both nominally
and relative to GDP. It continued to increase in
nominal terms in 2015 but has fallen relative to
GDP in 2015 and 2016.

Sweden has less debt than many EU
countries
Sweden’s Maastricht debt is well below the EMU
limit of 60 per cent of GDP. Only 11 of the 28
member states are expected to meet this requirement in 2016.7
The average level of debt is 86 per cent for the
EU as a whole and 92 per cent for the euro area.
These levels are marginally lower than in 2015
and are expected to fall further slightly further
next year.
5.2

Central government debt

Central government debt totalled SEK 1,352 billion at the end of 2015 and is expected to decrease
by just over SEK 30 billion this year, which is
7

Based on the European Commission’s autumn forecast,
November 2016.
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slightly less than the budget surplus as a result of
debt adjustments pulling in the other direction.
Next year, central government debt will be relatively unchanged, with the budget deficit cancelled out by debt adjustments, mainly unrealised
exchange gains.
Debt will drop increasingly quickly in the following years in line with the surpluses in the central government budget, ending the period at just
over SEK 1,100 billion.
Downward turn in debt ratio last year
The ratio of central government debt to GDP
peaked at 74 per cent following the problems with
government finances in the early 1990s. It then
fell gradually to a low of 29 per cent in 2011 before beginning to climb again and reaching 34 per
cent in 2014. The increase in recent years reflects
relatively large budget deficits and the Riksbank’s
increased borrowings from the National Debt
Office.
The debt ratio dropped back to 32 per cent last
year and will decrease further to 30 per cent this
year. It will then fall by just over 1 percentage
point annually over the next two years and by 23 percentage points annually in the final two years
of the forecast to a level of 22 per cent in 2020.
Non-recurring effects impact on debt
Central government debt is affected by the actual
budget balance, as this is the same as the government’s borrowing requirement (with the opposite
sign). As a result, debt is also affected by any
non-recurring effects that affect the budget balance. In some years, these effects are considerable, such as when there are sell-offs of government shareholdings or new loans to the Riksbank.
Non-recurring effects reduced the budget balance by just over SEK 1 billion last year but will
have a positive impact of SEK 22 billion this year.
They will turn negative again in 2017 and 2018,
but will be positive though relatively marginal
after that. Non-recurring items are not normally
known about far in advance.
The biggest negative non-recurring effect both
in recent years and in the coming years relates to
the Riksbank’s borrowings from the National
Debt Office. When the individual loans to the
Riksbank are refinanced at current dollar or euro
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rates, the National Debt Office’s net lending is hit
by exchange differences. The Riksbank loan increased by SEK 10 billion in 2015 as a result of
recent years’ weaker krona. Based on ESV’s exchange rate projections, the loan will grow at a
similar rate for the next three years to a peak of
SEK 246 billion in 2018. Almost half of the loan
was taken out in 2009, which pushed up the debtto-GDP ratio by 2.9 percentage points. The doubling of the loan in 2013 increased the ratio by a
further 2.7 percentage points. Thus the Riksbank
loan explains much of the increase in the debt
ratio during that period. No repayments have been
assumed in the forecast. Were the loan to be repaid in 2020, the debt ratio would then be 4.7 percentage points lower than in the forecast. The interest paid by the Riksbank on the loan is reported
as revenue under the appropriation for interest on
the national debt.
Non-recurring income in the form of extraordinary dividends of almost SEK 11 billion was
recognised in the budget last year, mainly from
Akademiska hus, SJ, Specialfastigheter and EKN.
This year, non-recurring income of less than SEK
2 billion is anticipated.
The EU contribution is affected by significant
non-recurring effects that are resulting in an uneven burden on the budget in the period from
2014 to 2017. A delayed rebate on the contribution means that it will be SEK 10 billion lower
next year than would otherwise have been the
case, and was correspondingly higher in 20142016.
Last year, the government decided to bring forward some expenditure from 2016 to 2015. Some
local government transfers were also paid out at
the end of 2015 which were mainly related to
2016. The overall result of these decisions was a
negative effect on the budget balance of SEK 15
billion in 2015 and a similarly positive effect in
2016.
One major positive non-recurring effect in
2016 comes from two companies in one particular
group having made large tax payments of SEK
15 billion as a result of temporarily high income
taxes in 2015.
Capital deposits in the tax account and early
supplementary preliminary tax payments are expected to push up tax revenue by SEK 15 billion
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in 2015 and SEK 5 billion in 2016. In 2017 and
2018, the effect will be the reverse, pulling down
tax revenue by SEK 15 billion and SEK 5 billion
respectively.
GDP growth important for debt ratio
Movements in the debt-to-GDP ratio are determined partly by changes in debt and partly by
GDP growth. Changes in debt can be subdivided
in turn into two factors: the budget balance and
debt adjustments. One component of the budget
balance is interest on central government debt,
which itself depends partly on the size of central
government debt and partly on market interest
rates. These rates have been extremely low for
some time, which has strengthened the budget
balance and so kept down the debt ratio.
Debt adjustments include changes in unrealised
exchange differences, accrued inflation compensation for inflation-linked bonds, and assets under
management at the National Debt Office.
Table 36. Decomposition of changes in the debt
ratio
Percentage points

curring effects on the budget balance in 2017 and
2018 will serve to push up debt slightly in those
years. Debt adjustments, on the other hand, will
pull down central government debt by around the
same amount, which can be explained by the
continued appreciation of the krona.
GDP growth will lower the debt ratio by an
average of 1.1 per cent annually during the forecast period. Given this level of growth, the budget
balance can show a deficit of 1.1 per cent of GDP
without the debt ratio rising. This is equivalent to
almost SEK 50 billion this year.
Budget surpluses will reduce the debt ratio
during the forecast period by an average of 0.9 per
cent annually.
Definitions of debt
Non-consolidated central government debt comprises
the National Debt Office’s total outstanding loans and is the
measure used by the National Debt Office. Consolidated
central government debt, where central government bodies’ holdings of Swedish government securities are eliminated, is more appropriate for use as a general measure of
central government indebtedness and is the measure used
in the Budget Bill and here.

Forecast
2015 2016 2017 2018 2019 2020
Change in debt ratio

-1.9

-2.2

-1.0

-1.7

-2.4

-3.0

-2.0

-1.5

-1.1

-1.0

-1.0

-1.0

0.8

-1.0

0.3

-0.5

-1.5

-1.8

Of which, nonrecurring effects

0.0

-0.5

0.3

0.3

-0.1

-0.1

Debt adjustments

-0.6

0.3

-0.2

-0.2

0.0

-0.2

Contribution from:
GDP growth
Budget balance

Source: National Debt Office, Statistics Sweden and ESV

In 2015, the debt ratio fell, mainly as a result of
strong GDP growth. The budget balance pushed
up the ratio, while debt adjustments pulled in the
other direction, mainly as a result of reduced assets under management at the National Debt Office.
This year, both GDP growth and the budget
balance will pull down the debt ratio, but the
budget surplus is largely a result of non-recurring
effects.
The ratio will continue to decline in 2017-2020.
The growth effect will dominate for the first two
years, while the budget balance will have the
greatest impact from 2019. The negative non-re-

General government consolidated gross debt (Maastricht debt) also includes debt in the local government
sector and old-age pension system, but eliminates internal
balances between the different sectors. Debt is valued at
nominal value. This measure is defined by EU rules and is
used when assessing member states’ public finances.
There is a requirement that this debt does not exceed
60 per cent of GDP.
Besides these purely debt-related measures for which ESV
produces forecasts, there is also the concept of general
government net financial wealth. This is the difference
between financial assets and liabilities (at market value)
based on the rules for the national accounts. This measure
is not, for example, affected by the government (via the
National Debt Office) issuing loans, as the increase in
liabilities is matched by an equivalent increase in financial
assets. Net wealth has been positive since 2005, with assets exceeding liabilities, and amounted to 20 per cent of
GDP in 2015.
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6

Fiscal policy targets

The fiscal policy framework in Sweden consists of
three targets: a surplus target for general government net lending, an expenditure ceiling for the
central government sector and the old-age pension system, and a balanced-budget requirement
for the local government sector. The surplus target will not be met during the forecast period, but
the expenditure ceiling will not be breached in
any year. Municipalities are expected to meet the
balanced-budget requirement, but this presupposes the postponement of demographically warranted increases in spending.
6.1

Surplus target

General government net lending will climb from
0.2 per cent of GDP in 2015 to 1.3 per cent in
2020. Structural net lending will be below actual
net lending in 2016-2019 as a result of a positive
gap to trend GDP during that period. Net lending
will deteriorate in 2017 before picking up again
after that.
Table 37. Indicators of performance against the
surplus target
Percentage of GDP and trend GDP as appropriate
2015 2016 2017 2018 2019 2020
Net lending

0.2

0.2

-0.2

0.1

0.6

1.3

Retrospective ten-year
average

0.3

0.1

-0.3

-0.5

-0.4

-0.2

-0.4

-0.4

-0.3

Cyclically-adjusted

0.0

-0.1

-0.3

Seven-year indicator

-0.7

-0.4

0.0

Cyclically-adjusted

-0.7

-0.5

-0.1

-0.7

-0.1

-0.4

Structural balance

1

-0.1

0.5

1.3

Sources: Statistics Sweden and ESV
Note: Trend GDP is not the same as our estimate of potential GDP
but is estimated using a Hodrick-Prescott filter.
1
In 2015, structural balance has also been adjusted for nonrecurring effects on capital income taxes of SEK 15 billion,
equivalent to 0.4 percentage points of trend GDP.

Net lending to undershoot on all indicators
Although net lending will improve by 1.1 percentage points during the period, the surplus target for

net lending of 1 per cent of GDP on average over
a business cycle will not be met.8
Nor will the retrospective ten-year average or
the seven-year indicator. The ten-year average
will still be negative in 2020 despite the gap to
trend GDP being close to zero on average during
the ten-year period from 2011 to 2020.
Indicators for the surplus target
The surplus target requires net lending across the entire
government sector to average 1 per cent of GDP over a
business cycle. Various indicators are used to assess performance against this target. A seven-year moving average is used to evaluate financial policy from a forwardlooking perspective. The average is calculated on the basis
of net lending in the current year, the previous three years
and the following three years. Structural balance shows
what net lending would be if output were at its potential
level. A ten-year retrospective average is also used to
identify any systematic errors when evaluating the bias of
fiscal policy which could affect future performance against
the target. When assessing the seven-year and ten-year
averages, the government and ESV take account of the
economic climate during the period in question by cyclicallyadjusting the data. This means that none of the indicators
are based on actual values. Instead, they are based on
non-observable variables which are estimated using
different methods and for which there are never any hard
data. They can also be revised relatively heavily, both forwards and backwards in time.

6.2

Expenditure ceiling

The expenditure ceiling will not be breached in
any year during the forecast period. The margin
for new spending is at its smallest next year.
The expenditure ceiling is intended primarily to
set a limit for the level of central government
expenditure and so help achieve the surplus target
for general government net lending. The combination of expenditure ceiling and surplus target
8

Under a cross-party agreement (SOU 2016:67, A review of the
target for general government net lending, Report of the Surplus
Target Committee), the surplus target is to be adjusted such that net
lending need only be one-third of a percent of GDP over a business
cycle rather than 1 per cent. It is proposed that the new rules will
come in from 2019.
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indirectly also entails a control on the tax take.
The Budget Act requires the government to propose expenditure ceilings for at least three years
in advance in its budget bills. The expenditure
ceiling covers expenditure in the old-age pension
system and all of the expenditure areas in the
central government budget except for interest on
the national debt.
Table 38. Performance against the expenditure
ceiling
SEK billion unless otherwise indicated
Forecast
2015
Expenditure ceiling
% of GDP
Expenditure subject to
ceiling
% of GDP

2016 2017 2018 2019 2020

1 158 1 215 1 274 1 332 1 392 1 466
27.9

27.7

28.1

28.3

28.5

28.8

1 135 1 179 1 243 1 257 1 272 1 291
27.1

26.9

27.4

26.7

26.1

25.4

Margin to
expenditure ceiling

23

36

31

75

120

175

% of ceiling

2.0

2.9

2.4

5.6

8.6

11.9

6

19

27

35

44

% of ceiling

0.5

1.5

2.0

2.5

3.0

Remaining margin

29

12

49

85

131

% of GDP

0.7

0.3

1.0

1.7

2.6

Safety margin

Source: ESV
Note: The ceilings for 2016 to 2018 have been decided on. The
ceilings for 2019 and 2020 are those proposed and forecast
respectively by the government in the 2017 budget bill.

The ceiling is based on actual spending of appropriations, which means that any use of amounts
carried forward and additional credits must also
be included. The expenditure ceiling has been met
every year since it was introduced in 1997. Continued compliance is important for maintaining
confidence in public finances. There should therefore be a safety margin to the expenditure ceiling
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to accommodate unforeseen increases in expenditure arising as a result of a deterioration in the
economic climate and other uncertainties that are
always present in forecasts. It is the lowest
remaining margin during the forecast period that
sets the limit for any permanent spending increases. ESV’s general recommendation is that
the safety margin should be 1 per cent of the
expenditure ceiling at the beginning of the current
year, falling to 0.5 per cent at the end of that year,
1.5 per cent in year t+1 (in this case 2017), 2 per
cent in year t+2 (2018), 2.5 per cent in year t+3
(2019) and 3 per cent in year t+4 (2020).
6.3

Balanced-budget requirement

The balanced-budget requirement means that
municipalities are not permitted to budget for
deficits. Although net lending will be negative,
the local government sector is expected to meet
the balanced-budget requirement throughout the
forecast period. This is because local government
net income, which is based on local authorities’
accounts, is much stronger than net lending,
which is based on the rules for the national
accounts (see section 4.3 above on the differences
between net lending and net income). In the near
term, the local government sector will benefit
from substantial central government transfers that
will enable it to greatly increase consumption. As
ESV does not assume any tax or spending increases beyond those already decided and announced,
municipalities will need to postpone substantial
demographically warranted expenditure increases
so that the balanced-budget requirement can be
met in the future. The margin to the balanced-budget requirement is extremely small at the end of
the forecast period.
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Household capital taxes

Summary
One fundamental principle of a well-functioning
tax system is that of uniformity: those with the
same actual income pay the same tax. The principle of uniformity was also a key starting point
for the tax reform of 1990/91. Uniform taxation
means that individuals’ consumption and investment decisions are not determined by the design
of the tax system. This article looks at household
capital taxes in Sweden today in the light of this
principle of uniformity.

highest on undeveloped building plots. The tax
burden on houses with low assessed values is also
relatively high and somewhat higher than the conventional taxation of shares and bank deposits. Of
other types of property, new houses have the
lowest tax burden.
Hard to see consistency in standardised
yields in capital taxation
Standardised yields are often used in the taxation
of capital to approximate the return on different
types of holdings when the actual return is unknown. It is hard to see any consistency in many
of these rules, or in how they relate to conventional taxation of capital assets.

Increased
complexity
and
decreased
uniformity in the taxation of capital
• The tax reform introduced a single tax rate
of 30 per cent for all types of capital income.
There are now six different rates.
• The introduction of the investment savings
account means that there are now two parallel systems for taxing households’ financial
assets.
• The abolition of property tax and
introduction of a municipal property charge
for dwellings has made property taxation a
separate system to other capital taxes.

Predictability has decreased
The increased complexity and lack of uniformity
in the taxation of capital makes it harder to predict
the consequences of different investment options.
As a result, there is a risk of the tax system being
perceived as unfair because considerable knowledge or resources to purchase advice are needed
for a full understanding of how the tax system
works.

Taxation of housing is regressive
• Recurrent taxation of housing varies by
property type.
• The taxation of housing is regressive, i.e. it
decreases with assessed value.
• Newbuilds are exempt from taxation for
15 years.
• Property tax on dwellings fell from 0.66 per
cent of GDP in 1993 to 0.35 per cent in
2014.

Introduction
The tax reform of 1990/91 brought a complete
overhaul of the Swedish tax system. The reform
was largely a response to criticism of the tax
system emerging during the 1980s. Much of this
criticism centred on the strong progressivity of the
income tax system not working in practice, and on
there being excessive scope for tax planning. All
in all, the tax system was considered to have
become overly complex and unfair.9

Major variation in the tax burden on different
types of investment

The 1990/91 tax reform

There are considerable differences in the tax
burden on different assets in terms of both recurrent taxation and the total tax burden. When we
compare the total tax burden on different assets, it
is lowest on investment savings accounts and

The 1990/91 tax reform made changes amounting
to SEK 97 billion. Virtually all types of tax other
than wealth tax and inheritance and gift tax were
included. The reform lowered formal tax rates,
9

SOU 2002:47, pp. 72 f.
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broadened the tax bases and introduced a single
rate of value-added tax. The scope for discretionary policy was scaled back with a view to
fairer and more economically efficient taxation.
Many exceptions and special rules were removed,
and indirect taxes were given greater emphasis.
One aim of the reform was to promote working
and saving and discourage credit-driven consumption and accumulation of wealth. All in all, the
reform entailed a shift away from the taxation of
labour towards the taxation of capital income
(including real property10) and consumption. The
reform also included a “green” tax switch, with
increased taxes on environmental resources
helping fund reduced taxes on labour.11 One
guiding principle behind the reform was
uniformity in the taxation of different types of
income and consumption. The idea was that
increased uniformity would strengthen horizontal
equity in the system so that taxpayers with the
same means pay the same tax. It was also argued
that broadening the tax bases would further the
goal of vertical equity, with taxpayers of greater
means paying more tax. Another important aim of
the reform was for the tax rules to be stable in the
long term.12
The 1990/91 tax reform left Sweden with a
dual income tax system: progressive taxation of
earned income and proportional taxation of capital
income. In many other countries, all income from
different sources is instead pooled and taxed using
one and the same tax scale.

example, a standardised yield is used to calculate
the tax base for the return tax on endowment and
pension policies and to calculate the income on
investment savings accounts.

Capital taxes – the current rules
The tax reform introduced a single tax rate for all
capital income of 30 per cent. Today, there are six
different tax rates. Often it is the actual return on a
capital holding that is taxed, but in some cases the
return is estimated using a standardised yield. For

Table 2. Major changes in taxation of capital
since the 1990/91 tax reform

10

The previous standardised tax on real property was replaced with
a property tax from 1991.
11
As part of the tax reform, carbon dioxide and sulphur taxes were
introduced, and the duty on petrol was increased. These areas were
also made liable for value-added tax, resulting in an even greater tax
increase.
12
See, for example, Birch Sørensen, P. (2010), Swedish Tax
Policy: Recent Trends and Future Challenges, Report to the Expert
Group on Public Economics, and Swedish Fiscal Policy Council
(2011), Swedish Fiscal Policy, pp. 260 f.
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Table 1. Capital tax rates in 2016
Per cent
Normal tax rate

30

Investment savings account

Varies*

Pension savings

15

Dividends and capital gains on qualified shares in
closely-held companies

20

Capital gains tax on sales of private dwellings

22

Dividends and capital gains on unlisted shares

25

*Tax rate based on government borrowing rate.

There have been several major changes to the
taxation of capital income since the tax reform.
Inheritance and gift tax has been abolished, as has
wealth tax. The abolition of property tax on
dwellings in favour of a municipal property
charge in 2008 is another major change. To make
it easier to account for gains and losses on shares
and other securities, a new type of savings product
– the investment savings account – has been
introduced for individuals. Securities, cash,
financial instruments and fund units can all be
held in an investment savings account. The assets
in the account are taxed on the basis of a standardised yield regardless of any actual gains or losses
made. This means that capital gains and losses do
not need to be reported in the investor’s tax
return.

Year
Abolition of inheritance and gift tax

2004

Abolition of wealth tax

2007

Abolition of property tax on dwellings

2008

Introduction of municipal property charge

2008

Reduction in corporate income tax

09/13

Introduction of investment savings account

2012

Changes to 3:12 rules
Restrictions on interest deductions for intra-group
corporate loans
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Growing difference in the tax burden on labour
income and capital income
One particular challenge with a dual income tax system is
the tension created between the proportional taxation of
capital income and the progressive taxation of labour
income. This tension has grown since the tax reform. The
incentive to convert labour income into capital income has
therefore also increased, as is particularly clear in the case
of closely-held companies. When the tax reform was
implemented in 1990/91, the gap was 21 percentage points
(30 versus 51 per cent). From 2016, the gap has widened to
40 percentage points (20 versus 60 per cent). The increase
is due partly to the tax rate for dividends taxed as capital
income and capital gains on so-called qualified shares in
closely-held companies having been cut to 20 per cent from
2006, but is also a result of higher marginal rates of tax on
labour income. To address the problem of this type of
income shifting, the so-called 3:12 rules were introduced to
define what is to be considered labour income and what is
to be considered capital income. The rules have evolved
over time, both to discourage income shifting but also to
avoid true capital returns being taxed as labour income. On
3 November this year, the committee on the review of the
13

tax rules for shareholders in closely-held companies submitted its report to the government. Its mandate included a
review of the 3:12 rules with a view to limiting the scope for
income shifting. Against this background, we have decided
not to look at these issues in more detail in this article.

Households’ financial assets
Households’ financial assets can be taxed in two
different ways. They can be taxed conventionally,
where income such as interest, dividends and
capital gains is taxed proportionally at a rate of 30
per cent, or they can be taxed on the basis of a
standardised yield. In this section, we compare a
number of examples of the tax burden on different
financial assets over a five-year period. For this
comparison, we assume SEK 1 million in invested
capital and annual capital appreciation of 5 per
cent. For shares, we assume an annual dividend
yield of 5 per cent and that the return after tax is
reinvested.

How does the investment savings account work?
The assets in an investment savings account are taxed on a
standardised basis. This means that the tax is not based on
the actual return, as with conventional taxation, but on a
standardised yield based on the value of the assets held in
the account. Capital gains are not taxed, and capital losses
are not tax-deductible. The tax on the account is calculated
using a capital base which is calculated annually as a
quarter of the sum of:
• the value of the assets in the account at the beginning of
each quarter
• deposits in the account during the year
• the value of securities transferred into the account during
the year
The capital base is then multiplied by the government borrowing rate on 30 November of the previous year to obtain
the standardised yield. From the 2016 tax year, the government borrowing rate is subject to a 0.75 percentage point
supplement when calculating the standardised yield, which
must also be no less than 1.25 per cent of the capital base.
This yield is then taxed at 30 per cent. The number of
investment savings accounts has more or less doubled
each year since they were introduced. There were almost
2 million accounts in 2015, and the total standardised yield
was close to SEK 4 billion (see Table 3).
The existence of two different methods for taxing financial
assets means that investors can switch between the two,
which is mainly profitable in the case of shares that will be
held for a long period. If, after a long bull market, an
investor expects prices to fall, the investor can sell the
shares held in the investment savings account and buy the
equivalent number in the conventional system. When the
shares fall in value, the investor can sell them again and
obtain a tax reduction of 21 per cent of the loss, while
buying the same number of shares again for the investment
savings account. The possibility of exploiting two alternative
methods of taxation makes the system complex and
increases the chances of securing a lower tax burden.
Having this double set of rules means in all probability that
central government tax revenue is lower in the long run.

13

Review of the tax rules for shareholders in closely-held
companies, SOU 2016:75.
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Table 3. Investment savings accounts, number
and standardised yield, 2012-2015
Year

Number of
accounts

Total standardised
yield, SEK bn

Standardised yield
per account, SEK

2012
2013

222 664

714

3 209

493 221

2 024

4 103

2014

891 550

5 467

6 132

2015

1 840 149

3 952

2 147

Source: Swedish Tax Agency

Taxation of financial assets
Conventional investments in shares
Table 4 shows movements in value and tax with
conventional taxation. Each year, dividends are
taxed at 30 per cent. When the shares are sold at
the end of year 5, capital gains tax is payable at
30 per cent of the increase in the value of the
shares. The total tax payable over the five years is
SEK 156,973, and the total increase in value after
tax is SEK 366,271. The total tax payable corresponds to 30 per cent of the capital appreciation
before tax (SEK 523,244).

account in this example is SEK 58,204, which is
almost SEK 99,000 less than with conventional
taxation. The tax burden is around 11 per cent of
the capital appreciation before tax, compared with
30 per cent for conventional taxation.
To sum up, an investment savings account has
clear benefits over conventional taxation at the
prevailing government borrowing rate. Based on
the example above, the government borrowing
rate would need to be around 8.5 per cent
(including the 0.75 percentage point supplement)
for the tax burden on an investment savings
account to match conventional taxation.15
Bank savings
If the money is deposited in a bank account, the
increase in value after tax is SEK 187,686 at the
end of year 5, and total tax amounts to SEK
80,437. The total tax payable in this case relative
to the capital appreciation before tax is 30 per
cent.

Shares in an investment savings account
Table 5 shows movements in value and tax for a
person who has opted for an investment savings
account. As described in the box above, a
standardised yield is calculated for the account
each year by multiplying the capital base by the
government borrowing rate on 30 November the
previous year plus 0.75 percentage points.14 The
tax payable on the standardised yield is 30 per
cent. The total tax for an investment savings

15

14

There is now a floor for the government borrowing rate of 0.5 per
cent, which means that the standardised yield cannot fall below 1.25
per cent.
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Because the time horizon is relatively short in our examples (five
years), we have chosen not to estimate the present value of future
taxes. At longer time horizons, the fact that the tax on an investment
savings account is paid earlier than conventional taxation will
naturally have an effect.
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Table 4. Conventional taxation of shares
Purchase price/value

Year 1

Year 2

Year 3

Year 4

Year 5

1 000 000

1 085 000

1 177 225

1 277 289

1 385 859

Dividends

50 000

54 250

58 861

63 864

69 293

30% capital tax on dividends

15 000

16 275

17 658

19 159

20 788

Return after tax (reinvested)

35 000

37 975

41 203

44 705

48 505

30% capital gains tax on sale of shares

68 093

Total tax

156 973

Capital appreciation after tax

366 271

Total tax as a share of capital appreciation before tax

30%

Table 5. Taxation of shares in an investment savings account
Year 1

Year 2

Year 3

Year 4

Year 5

Value, Q1

0

1 090 280

1 188 710

1 296 027

1 413 033

Value, Q2

1 000 000

1 090 280

1 188 710

1 296 027

1 413 033

Value, Q3

1 000 000

1 090 280

1 188 710

1 296 027

1 413 033

Value, Q4

1 000 000

1 090 280

1 188 710

1 296 027

1 413 033

Dividends

50 000

54 514

59 436

64 801

70 652

Deposits during year

1 000 000

0

0

0

0

Capital base

1 012 500

1 103 909

1 203 569

1 312 228

1 430 696

32 400

35 325

38 514

41 991

45 782

9 720

10 598

11 554

12 597

13 735

3.2%* standardised yield
30% capital tax
Total tax

58 204

Capital appreciation after tax

469 950

Total tax as a share of capital appreciation before tax

11%

*Average government borrowing rate for 2006-2016 income years with 0.75 percentage point supplement.

Return tax
A return tax is payable on capital invested in
occupational pensions, private pension savings
and endowment policies. The tax was introduced
as part of the 1990/91 tax reform with a view to
more uniform taxation of capital returns on direct
savings in banks and insurance-based savings in
pension and endowment policies. The tax is normally paid by the manager of the investments and
is first charged the year after the policy is taken
out.16
The tax is based on a standardised yield derived
from a capital base and so resembles the taxation
of an investment savings account. The capital
base for an endowment policy is the value of the
policy at the beginning of the year, the value of

premiums paid in during the first half of the year,
and half the value of premiums paid in during the
second half of the year. From the 2016 income
year, the tax base is the capital base multiplied by
the government borrowing rate on 30 November
the previous year plus a supplement of 0.75 percentage points, subject to a floor of 1.25 per cent.
Tax is payable at 30 per cent of the tax base.17 For
a pension policy, the capital base is simply the
value of the policy at the beginning of the income
year. The tax base is the capital base multiplied by
the average government borrowing rate the year
before the income year. Tax is payable at 15 per
cent of the tax base. From 1 January 2017, however, a floor for the government borrowing rate of
17

16

Swedish Tax Agency, Taxes in Sweden 2015.

The return on endowment policies was taxed at 27 per cent up
until 2011, but the rate was increased from 2012 to achieve
neutrality with the taxation of investment savings accounts.
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0.5 per cent will be introduced for the calculation
of the tax base for pension savings.18
Comparison of financial assets
Table 6 below presents the taxation of financial
assets based on our examples.
Table 6. Taxation of financial assets

Savings type
Capital invested (SEK m)
Recurrent capital tax
Capital gains tax
Total tax as a share of
capital appreciation
before tax

Bank
Shares,
account conventional

Shares,
ISA

1

1

1

30%

30%

30%*

-

30%

-

30%

30%

11%

Note: ISA = Investment savings account.
*Recurrent taxation at 30 per cent based on a standardised yield –
see box on investment savings accounts above.

Taxation of real assets
Although real estate is a capital asset, property
taxation is now an entirely separate system to
other capital taxes. Dwellings are taxed both on a
recurrent basis through a municipal property
charge and through capital gains tax when the
property is sold.
In 2008, the state property tax on houses and
apartment buildings was replaced with a
municipal property charge.19 State property tax is,
however, still payable on undeveloped building
plots and buildings under construction at 1.0 per
cent of assessed value.
For houses, the municipal property charge is
0.75 per cent of assessed value. For apartment
buildings – both tenant-owned and rented

apartments – the property charge is 0.3 per cent of
assessed value.20 The property charge is subject to
a ceiling set in 2008 at SEK 6,000 for houses and
SEK 1,200 for apartments and then adjusted
annually in line with the percentage increase in
the income base amount.21 In 2016, the ceiling is
SEK 7,412 for houses and SEK 1,268 for apartments.
The income base amount22 was introduced in
2003 as part of the pension reform and is an index
used for the annual adjustment of pensions. Thus
the change in the ceiling for the municipal
property charge is completely disconnected from
changes in the market value of housing. For
dwellings that come below the ceiling, the
property charge reflects the change in the value of
the property, as it is calculated as 0.75 per cent of
its assessed value. For properties above this
ceiling, however, this link disappears. A link
between the ceiling and movements in property
values would also have reduced the current
regressivity of property taxation.
Chart 1 shows movements in the income base
amount and the assessed value of houses from
2008 to 2015. During this period, the income base
amount rose by 21 per cent, while the assessed
value of houses climbed by 63 per cent. Linking
the ceiling to the income base amount rather than
property values has therefore effectively reduced
the property charge. The ceiling would have been
SEK 9,780 in 2016 rather than SEK 7,412, and
revenue would have been SEK 2.4 billion, or 17
per cent, higher had the ceiling been linked to
house values. Furthermore, 62 per cent of houses
would have come below the ceiling, rather than 51
per cent.

20

18

Bill 2016/17:24.
Bill 2007/08:27. In a legal sense, the charge can be considered a
tax.
19

64

The property charge for multi-dwelling units was lowered from 0.4
per cent to 0.3 per cent in 2013 to stimulate construction activity. At
the same time, the ceiling was lowered to SEK 1,027 per apartment,
which corresponds to SEK 1,268 per apartment in 2016. Under the
old rules, the ceiling would have been SEK 1,482 in 2016.
21
Swedish Ministry of Finance (2016), Beräkningskonventioner
2017 [Calculation conventions for 2017].
22
The income base amount is derived from an index of incomes for
those aged 16-64.
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Chart 1. Ceiling for municipal property charge
indexed on the basis of assessed values
SEK

SEK

10 000

10 000

9 500

9 500

9 000

9 000

8 500

8 500

8 000

8 000

7 500

7 500

7 000

7 000

6 500

6 500

6 000

6 000

Tax deferrals for housing affect central
government revenue
These deferrals also impact on central government
revenue. In the year deferral is approved, tax revenue will be lower, thus reducing net lending.
Once the deferred amount is returned to taxation,
it will boost central government finances. Up to
and including the 2015 come year, deferred gains
totalled SEK 272 billion, corresponding to deferred tax of SEK 60 billion, or 1.6 per cent of
GDP. Movements in deferred gains can be seen in
Chart 2.

2008 2009 2010 2011 2012 2013 2014 2015
indexed with assesed value of houses
indexed with income base

Source: Statistics Sweden.

New homes completed since 2012 are exempt
from the property charge for 15 years. Those completed in 2011 or earlier are fully exempt for the
first five years and then attract half the normal
charge for the next five. These exemptions have
been introduced for reasons of housing policy.
There is also a special limit for pensioners etc.
whereby the property charge for a permanent
home may not exceed 4 per cent of their income.
Capital gains taxation of real assets
When a privately owned dwelling is sold, capital
gains tax is payable at 22 per cent of the gain
made on the sale.23 This liability can be deferred if
a replacement dwelling is bought within a certain
period before or after the sale. These deferrals are
currently subject to a ceiling of SEK 1.45 million.
The Budget Bill for 2017 proposes that this ceiling is phased out between 21 June 2016 and 30
June 2020. The idea is to increase the incentive to
move house and to do so sooner rather than later.24

23

This tax rate is a result of 22/30 of the capital gain being taxed
(22/30*0.3=0.22).
24
Bill 2016/17:1. Besides the proposal to abolish the ceiling on
deferrals, there is a proposal to amend the method for calculating
the size of the deferral when purchasing a cheaper replacement
dwelling in order to allow a larger deferral.

Chart 2. Deferred gains, 2004-2015
SEK billion

SEK billion

300

300

200

200

100

100

0

0

Source: Swedish Tax Agency
Note: Refers to income year.

Other taxes on real assets
Purchases of real estate and leasehold rights are
subject to stamp duty, which is a fee for being
registered as the owner and having legal title to
the property. For private individuals and housing
associations, it is charged at 1.5 per cent of the
higher of the purchase price and the assessed
value of the property. For legal persons, stamp
duty is payable at 4.5 per cent. It is not charged on
tenant-owned apartments because there is no need
for confirmation of legal title. This means that the
tax burden on a house increases with the number
of times it is sold, but the tax burden on a tenantowned apartment does not.
Stamp duty is also payable when mortgaging a
property, at 2 per cent of the value of the mortgage.
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Examples of the taxation of housing
In the following, we compare the taxation of different types of property. The calculations are
based on annual capital appreciation of 5 per cent
and a holding period of five years. The assessed
value is 75 per cent of market value for all property types. The municipal property charge is based
on the ceiling for 2015. Stamp duty and any
mortgage fees are excluded from the calculations.
When comparing the tax burden on different property types, we look at the total tax burden in
relation to the capital appreciation before tax. The
table for the first example – a house costing SEK
1 million – is shown below.

For a house with a market value of SEK 10
million, the tax burden is much lower. The
property charge is then equal to the ceiling
throughout the period, which gives recurrent taxation of 0.1 per cent of assessed value (0.07 per
cent of market value). The capital gains tax is
SEK 474,114. Total tax comes to SEK 512,561,
giving a total tax burden of 24 per cent of the
capital appreciation.
A newly-built house is exempt from the property charge for 15 years but is still subject to
capital gains tax when it is sold. Because there is
no recurrent taxation, the total tax burden relative
to the capital appreciation is 22 per cent.

Houses

Tenant-owned apartments

For a house with a market value of SEK 1 million
and an assessed value of SEK 750,000, the municipal property charge is SEK 5,625 in the year of
purchase (0.75 per cent of assessed value). Since
the property charge is below the ceiling throughout the period, the recurrent taxation is 0.75 per
cent of assessed value (0.6 per cent of market
value). When the property is sold, the gain is SEK
215,506, and the tax on this gain is SEK 47,411.
Total tax (the sum of the property charge and
capital gains tax) is SEK 78,493, corresponding to
a tax burden of 36 per cent of the capital
appreciation (see Table 7 below).

The recurrent taxation of tenant-owned apartments is much lower than for houses and varies
only marginally with the value of the property (as
mentioned earlier, the ceiling for an apartment in
2016 is SEK 1,268). A tenant-owned apartment
costing SEK 1 million attracts recurrent taxation
of 0.12 per cent of market value. When the
apartment is sold after five years, the capital gains
tax is SEK 47,411. The total tax burden relative to
the capital appreciation is 25 per cent.
The equivalent tax burden for an apartment
with a market value of SEK 10 million is 22 per
cent.

Table 7. House costing SEK 1 million
Year 1

Year 2

Year 3

Year 4

Year 5

1 000 000

1 050 000

1 102 500

1 157 625

1 215 506

750 000

787 500

826 875

868 219

911 630

Municipal property charge

5 625

5 906

6 202

6 512

6 837

Ceiling for municipal property charge

7 262

7 412

7 687

7 887

8 162

Recurrent taxation, % of assessed value

0.75

0.75

0.75

0.75

0.75

Recurrent taxation, % of market value

0.56

0.56

0.56

0.56

Purchase price/market value
Assessed value

0.56

22% capital gains tax on sale of property

47 411

Total tax

78 493

Total tax as a share of capital appreciation before tax

36%

Note: Ceiling adjusted upwards on the basis of ESV’s forecast for the income base amount.

Another big difference between the taxation of
houses and tenant-owned apartments is that the
housing association does not benefit from any tax
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reduction for interest paid. Instead, interest is paid
from members’ taxed income. This means that the
taxation of a tenant-owned apartment in an
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association with debt is higher than for the
equivalent apartment in an association where all
liabilities are the tenant-owners’ personal liabilities. The following example illustrates the difference relative to an apartment in a debt-free association. The apartment is 20 square metres in size
and has a purchase price of SEK 1 million. The
association has debt of SEK 6,000 per square
metre, which means that the debt for the apartment in question is SEK 120,000 (20*6,000).
Interest on the association’s loan is 5 per cent.
Since this interest is not deductible, there is a nondeductible interest cost of SEK 1,800 for the
apartment in question (120 000*0.05*0.3).
Total tax in this case is SEK 62,993, or 29 per
cent of the capital appreciation. As can be seen
from the previous example, the tax on an equivalent tenant-owned apartment in a debt-free association is SEK 47,411, or 25 per cent of the capital
appreciation.
Undeveloped building plots
The final example looks at undeveloped building
plots.25 Undeveloped building plots for houses
attract state property tax at 1 per cent of assessed
value. The recurrent taxation is thus 1 per cent of
assessed value (0.8 per cent of market value). The
total tax burden in relation to the capital appreciation is 41 per cent.
Comparison of tax burdens on different types
of property
The recurrent taxation of housing varies across the
different types of property. Newbuilds do not attract any recurrent taxation at all. For houses
where the property charge is below the ceiling, the
recurrent taxation is proportional, with a tax rate
of 0.6 per cent of market value (0.75 per cent of
assessed value). For houses with a market value
above SEK 1.29 million, the ceiling comes in and
the tax burden becomes regressive, i.e. the tax rate
falls as the assessed value rises. For example, a
house with an assessed value of SEK 7.5 million
(and a market value of SEK 10 million) attracts

recurrent taxation of 0.07 per cent of market
value.
The equivalent applies to tenant-owned apartments. Once the full property charge is payable,
recurrent taxation is regressive in the same way as
for houses. For example, the recurrent taxation for
a tenant-owned apartment with a purchase price of
SEK 1 million is 0.12 per cent of market value. A
tenant-owned apartment costing SEK 10 million
attracts recurrent taxation of 0.01 per cent.
The highest recurrent taxation is for undeveloped building plots, where state property tax is
still payable at 1.0 per cent of assessed value
(0.75 per cent of market value).
Table 8. Taxation of different property types

Property
type

Purchase
Capital
price
Recurrent
gains
(SEK m) taxation, %* tax, %

Total tax as a
share of
capital
appreciation
before tax, %

Undeveloped
building plot

1

1.00

0.75

22

41

House

1

0.75

0.56

22

36

House

10

0.10

0.07

22

24

Tenantowned
apartment

1

0.17

0.12

22

25

Tenantowned
apartment

10

0.02

0.01

22

22

Tenantowned
apartment,
association
with debt

1

0.17

0.12

22

29

Newly-built
house

1

0

0

22

22

Newly-built
house

10

0

0

22

22

*The left-hand column shows the percentage of assessed value.
The right-hand column shows the percentage of market value. We
assume that the assessed value is 75 per cent of market value for
all property types.

25

Undeveloped building plots are not classified as housing, but it is
interesting to compare the tax burden on this class of real property
with housing.
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The capital gains tax is the same for all types of
property. However, the differences in recurrent
taxation between property types means that the
total tax burden – the total tax payable relative to
the capital appreciation – can be very different.
The highest tax burden is for undeveloped building plots. The house costing SEK 1 million also
has a relatively high tax burden, much higher than
for the house costing SEK 10 million. The lowest
tax burden is for newly-built houses and tenantowned apartments with a purchase price of SEK
10 million.

Overview of the non-apartment housing stock in
2016
In all, there are almost 2.6 million houses in Sweden. The
total assessed value of these houses is just under SEK
3,400 billion. The average assessed value is therefore just
over SEK 1.3 million. The average assessed value of those
paying the maximum property charge is around SEK
2.1 million. For houses below the ceiling, the average
assessed value is around SEK 0.5 million.
Total revenue from the municipal property charge is close to
SEK 14 billion. Almost half (47 per cent) of houses pay the
maximum charge, 2 per cent do not pay any at all, and
51 per cent pay an amount that is below the ceiling. The
average property charge for houses below the ceiling is
SEK 3,982 (full charge) and SEK 2,114 (half charge).
The tax rate for houses below the ceiling is proportional and
is 0.75 per cent of the property’s assessed value. For
houses paying the maximum amount, the average tax rate
is 0.35 per cent (full charge) and 0.15 per cent (half
charge).

Table 9. Overview of the non-apartment housing stock, 2016 assessment
Houses, number

No tax

Max amount

Below ceiling

Total

56 651

1 212 361

1 316 820

2 585 832

Houses, percentage

2%

47%

51%

100%

Total assessed value (SEK bn)

128

2 569

700

3 397

2 398

691

2 119

531

2 096

531

1 263

8 730

5 216

13 947

8 477

5 186

13 663

Of which, full charge

7 412

3 982

Of which, half charge

3 706

2 113

Full charge

0.35%

0.75%

Half charge

0.15%

0.38%

Of which, full charge
Average assessed value (SEK m)

2 259

Of which, full charge
Total property charge (SEK m)
Of which, full charge

1 314

Average property charge (SEK)

Tax rate

Source: Swedish Tax Agency property assessment database
Note: Data for one- and two-dwelling units and agricultural units with dwellings. Some houses attract only half the full property charge, hence the
division into full and half charge. The half charge is paid for houses built in 2006-2010 and covers an estimated 3 per cent of all houses.

Recurrent taxation of different capital assets
Table 12 compares the recurrent taxation of different types of capital asset based on our examples in this section. The comparison assumes that
all capital invested produces a return of 5 per cent,
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and that dividends after tax are reinvested. The
variation between implicit tax rates (actual tax
divided by return) is considerable. Since newlybuilt houses do not attract any recurrent taxation,
the implicit tax rate is zero. The implicit tax rate is

THE SWEDISH NATIONAL FINANCIAL MANAGEMENT AUTHORITY, 18 NOVEMBER 2016

ARTICALS

also very low for tenant-owned apartments and for
the house costing SEK 10 million. The house
costing SEK 1 million, on the other hand, has a
much higher tax rate than other types of housing,
at 12 per cent. The tax rate for conventional investments in shares and deposits in bank accounts
is 30 per cent, while the tax rate for investment
savings accounts is 19 per cent. The lower implicit tax rate for investment savings accounts is due
to the capital appreciation not being subject to
capital gains tax.
Table 10. Comparison of the recurrent taxation of
different capital assets
Invested
capital

Return

Tax

Implicit tax
rate, %

House

1 000 000

268 123

31 082

12

House

10 000 000

2 681 233

38 447

1

Tenantowned
apartment

1 000 000

268 123

6 581

2

Tenantowned
apartment

10 000 000

2 681 233

6 581

0.2

Tenantowned
apartment,
association
with debt

1 000 000

268 123

15 581

6

Newly-built
house

1 000 000

268 123

0

0

Building plot

1 000 000

268 123

41 442

15

Bank
account

1 000 000

268 123

80 437

30

Shares

1 000 000

296 269

88 881

30

Investment
savings
account

1 000 000

299 403

58 204

19

Note: Dwellings are assumed to generate a return of 5 per cent.

Total tax burden on different assets
In Chart 3, we compare the total tax burden on the
different assets in our examples. The investment
savings account has the lowest burden, 11 per
cent. The highest, 41 per cent, is for undeveloped
building plots. The tax burden on the house
costing SEK 1 million is 36 per cent, while the
remaining properties have a tax burden of
between 22 and 29 per cent. The burden on conventional investments in shares and bank deposits
is 30 per cent.

Chart 3. Comparison of total tax burden on
different assets
Per cent
45

Per cent
45

40

40

35

35

30

30

25

25

20

20

15

15

10

10

5

5

0

0

Note: “Plots” denotes undeveloped building plots for one- or twodwelling units.

How consistent is standardised taxation?
As mentioned earlier, standardised yields are
sometimes used to supplement conventional taxation. When it comes to the taxation of capital, the
government borrowing rate is often used as a
standardised yield to approximate the return on
different types of capital holding. In many areas,
the rules specify various supplements to, or fractions of, the government borrowing rate so that
the standardised yield better reflects the actual
return.
The government borrowing rate
The government borrowing rate is a reference interest rate
used in Sweden’s tax legislation and is set by the National
Debt Office. It is intended to reflect the risk-free long-term
market interest rate and is calculated as a weighted average of the market rate for Swedish government bonds with
at least five years to maturity. The National Debt Office
publishes the government borrowing rate every Thursday,
and it applies from Friday until Thursday the following week.
The National Debt Office also calculates an average rate for
the year to date. This is the basis for the average government borrowing rate that the Swedish Tax Agency sets
annually. Some tax rules use the government borrowing
rate on 30 November the year before the income year,
while others are based on the average rate during the
calendar year before the income year. In the early 1990s,
the government borrowing rate lay between 8 and 10 per
cent. It has since fallen and is now at record-low levels. The
average government borrowing rate in 2015 was 0.58 per
cent.
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Chart 4. Government borrowing rate 1990–2016
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The table below shows a number of areas of
Swedish tax legislation where the government
borrowing rate is used as a reference rate. As
mentioned earlier, the aim of the various adjust-

ments to the government borrowing rate is to
ensure that the return on assets taxed on a
standardised basis does not benefit from a more
favourable treatment than conventional capital
taxation. For example, the tax base for the return
tax on endowment policies is calculated by multiplying the capital base by the government borrowing rate plus 0.75 percentage points, and the
standardised yield on investment savings accounts
is calculated in a similar way. These supplements
were introduced in 2016 because the return on the
types of asset that can be held in these accounts is
higher than the government borrowing rate. The
idea of the supplement is that the standardised
yield then better reflects the actual return. In other
contexts, a fraction of the government borrowing
rate is used. For example, the standardised yield
on companies’ tax allocation reserves is based on
0.72 times the government borrowing rate.

Table 11. Government borrowing rate (GBR) in Swedish tax legislation
Basis for
standardised
yield

Actual
standardised
yield in 2016

Tax rate, %

Date

Special payroll tax on pension contributions

GBR

0.58

24.26

Average

0

Return tax on pension costs

GBR

0.58

15

Average

0.5

Tax base

Floor for GBR*

Return tax on endowment policies

GBR+0.75

1.4

30

30 Nov

0.5

Standardised yield, tax allocation reserves

GBR*0.72

0.47

22

30 Nov

0.5

Positive interest allocation, unincorporated
firms

GBR+5.0

5.65

30

30 Nov

0

Negative interest allocation, unincorporated
firms

GBR+1.0

1.65

Earned income

30 Nov

0.5

Deductible dividends, cooperatives

GBR*0.8

0.52

22

30 Nov

0

Investment savings account

GBR+0.75

1.4

30

30 Nov

0.5

Interest component, company cars

GBR*0.75

0.49

Earned income

30 Nov

0.5

Reference rate, beneficial loans to employees

GBR+1.0

1.65

Earned income

30 Nov

0.5

Threshold, dividends and capital gains,
closely-held companies

GBR+3.0

3.65

20

30 Nov

0

Note: The government borrowing rate on 30 November 2015 was 0.65 per cent, and the average rate for 2015 was 0.58 per cent.
*The rules on floors for the government borrowing rate for endowment policies and investment savings accounts apply from the 2016 income
year. Other floors apply from 1 January 2017.
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As a result of the current low level of interest
rates, rules on floors for the government borrowing rate will be introduced in tax legislation from
1 January 2017.26 The idea behind such a floor is
that there may be problems applying some tax
rules if the government borrowing rate falls to
zero or turns negative.
Comparison of standardised taxation and
property taxation
As can be seen from the table above, there are
many areas where the return on a financial asset is
taxed on a standardised basis. The question is how
this treatment compares to conventional taxation.
In a previous section, we compared the conventional taxation of shares with the taxation of shares
in an investment savings account. In this section,
we compare the standardised taxation of financial
assets with the taxation of housing. To perform
this comparison, we use the actual tax burden on
the different property types in the examples presented earlier. We have also assumed that the
return is taxed at 30 per cent. We have then
calculated an implicit yield for each property type.
The comparison is best illustrated using an
example.
Assume that the market value of a house is
SEK 1 million and that the municipal property
charge is SEK 5,625 (1,000,000*0.75*0.0075). To
compare the property charge with standardised
taxes, we transform the property charge into a
standardised yield taxed at 30 per cent. The
standardised yield is based on the property’s
market value. A property charge of SEK 5,625
then corresponds to a standardised yield of SEK
18,750 or 1.875 per cent of the house’s market
value (1,000,000*0.01875*0.3=5,625). The yield
is the same for all houses below the ceiling for the
property charge. For houses paying the maximum
property charge, the yield falls as market/assessed
value rises.

26

Bill 2016/17:24.

Table 12. Comparison of yields
Standardised
yield

Yield if
GBR is
5%

Tax rate,
%

Special payroll tax on
pension contributions

0.58

5

24.26

Return tax on pensions

0.58

5

15

1.4

5.75

30

Standardised yield, tax
allocation reserves

0.47

3.6

22

Positive interest
allocation, unincorporated
firms

5.65

10

30

Negative interest
allocation, unincorporated
firms

1.65

6

Earned
income

Deductible dividends,
cooperatives

Tax base

Return tax on endowment
policies

0.52

4

22

Investment savings
account

1.4

5.75

30

Interest component,
company cars

0.49

3.75

Earned
income

Reference rate, beneficial
loans to employees

1.65

6

Earned
income

Threshold, dividends and
capital gains, closely-held
companies

3.65

8

20

Comparison with
property taxation
House < SEK 1.3m

1.875

1.875

30

House > SEK 1.3m

0-1.875

0-1.875

30

Newly-built house

0

0

30

Undeveloped plot

2.5

2.5

30

Apartment < SEK 0.55m

0.8

0.8

30

Apartment > SEK 0.55m

0-0.8

0-0.8

30

Deferrals of capital gains
on sale of dwellings

2.3

2.3

30

Note: Assessed value of houses and apartments is assumed to be
75 per cent of market value in these calculations.

With equivalent assumptions to those above,
we find that the yield on tenant-owned apartments
is 0.8 per cent for those below the ceiling for the
property charge. For tenant-owned apartments
paying the maximum property charge, the yield
falls gradually as assessed value increases. Because newbuilds are exempt from property taxation for 15 years, the yield on these properties is
zero.
We have also included deferrals of capital
gains tax in our comparison. The ceiling for deferrals is currently SEK 1.45 million. Had the capital
tax been paid directly on the sale of the property,
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the tax would have been SEK 319,000 kronor
(1,450,000*0.22). This is the tax credit. The imputed yield of 1.67 per cent on the deferred
amount translates into a tax burden of SEK 7,250
(1,450,000*0.0167*30%). In relation to the tax
credit, this corresponds to a tax burden of 2.3 per
cent (7,250/319,000).
Standardised taxation is far from consistent
In cases where there is an actual return on a financial or real asset, the tax rules are largely consistent. Where the return is calculated on a standardised basis, however, the taxation is far from consistent. In some cases, the tax burden varies with
interest rates (tax allocation reserves), but not in

72

others. For deferrals of capital gains taxation, for
example, the tax burden does not vary with interest rates. In some cases, the tax burden will vary
with capital appreciation. For properties where the
charge is below the ceiling, the tax is linked to
movements in housing prices. For properties paying the maximum property charge, however, there
is no such connection, as the property charge is
linked to movements in an income index rather
than property values. In other cases, the tax burden varies with both capital appreciation and interest rates (the investment savings account).
These differences complicate taxation and
make it hard for the layman to assess the tax implications of different types of investment.
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Tables of revenue and expenditure of central government
Central government tax revenue and central government budget revenue 2011–2020
SEK billion

Forecast
2011

2012

2013

2014

2015

2016

2017

2018

1 051.3 1 139.7

2019

2020

Taxes on labour

913.0

945.1

972.4

993.7

1 195.5

1 249.9

Direct taxes on labour

487.3

505.1

523.0

530.3

559.7

611.0

640.5

670.9

697.2

722.0

538.2

560.8

581.9

602.7

636.1

671.1

700.3

729.6

758.3

787.6

44.6

44.2

44.8

47.4

51.2

57.2

61.3

65.9

67.7

68.1

Earned income tax credit

-80.4

-83.6

-85.8

-100.2

-103.7

-104.3

-107.2

-109.7

-112.8

-116.6

Tax credit for household improvements
and household services

-15.0

-15.9

-17.5

-19.2

-23.3

-12.6

-13.7

-14.7

-15.7

-16.8

-0.2

-0.4

-0.5

-0.5

-0.6

-0.3

-0.3

-0.3

-0.3

-0.3

Local government income tax
Central government income tax

Other credits
Indirect taxes on labour
Social security cont. employers
Social security cont. self-employed
Social security cont. self-employed
Tax abatements
Occupational group life insurance
Premium pension system fees
Taxes on capital
Corporate income tax

1 299.0 1 346.8

425.7

440.0

449.4

463.4

491.6

528.6

555.0

579.0

601.8

624.7

426.6

442.4

454.3

471.1

491.6

512.8

536.3

559.3

581.3

603.4

12.4

11.7

11.5

11.6

12.3

13.0

13.7

14.3

14.9

15.4

36.2

37.4

36.8

37.0

40.0

43.9

45.8

47.7

49.6

51.5

-21.6

-22.4

-22.9

-25.1

-19.2

-5.8

-3.8

-3.8

-3.9

-3.9

1.0

0.9

0.7

0.7

0.5

0.5

0.4

0.4

0.4

0.4

-28.9

-30.0

-31.0

-31.9

-33.6

-35.8

-37.4

-38.9

-40.4

-42.1

183.5

167.8

172.7

200.2

242.6

217.8

211.9

217.4

223.2

242.0

28.8

27.7

32.3

48.0

65.8

53.5

42.9

44.0

44.3

49.1

102.8

89.5

89.0

96.5

119.2

108.0

113.9

117.5

121.2

127.8

Real estate tax

11.9

10.1

6.9

10.2

8.5

4.3

3.8

4.0

6.4

12.9

Stamp duty

27.5

28.7

31.6

32.0

33.5

34.5

33.9

34.0

32.8

32.9

Coupon tax

8.0

8.0

8.9

9.3

10.9

11.8

11.7

12.1

12.4

12.8

Capital returns tax

Corporate income tax

4.6

3.8

4.1

4.2

4.6

5.6

5.7

5.8

6.0

6.3

455.0

452.5

461.1

475.3

507.9

531.2

550.0

566.8

586.9

609.8

Value-added tax

332.5

330.6

339.5

355.0

380.3

398.2

414.9

430.2

446.7

466.0

Tax on tobacco

12.0

Taxes on consumer goods and inputs

11.3

11.8

11.1

11.4

11.8

11.7

11.7

11.7

11.8

Tax on ethyl alcohol

4.3

4.3

4.0

4.1

4.2

4.2

4.2

4.2

4.2

4.1

Tax on wine etc.

4.7

4.8

4.9

5.2

5.7

5.7

6.0

6.1

6.1

6.2

Tax on beer

3.2

3.2

3.3

3.5

3.9

3.9

4.1

4.1

4.1

4.2

Energy tax

40.6

40.1

40.9

39.0

40.7

44.8

46.4

48.5

50.9

53.0

Carbon dioxide tax

25.4

25.2

24.0

23.3

24.6

24.6

24.4

24.4

24.7

25.1

4.5

4.5

4.4

4.4

4.8

5.2

4.6

3.2

3.2

3.2

15.7

15.6

16.5

16.8

18.8

19.9

20.5

20.8

21.1

21.5

Import duties

5.7

5.3

5.2

5.8

6.3

6.0

6.2

6.5

6.8

7.2

Other taxes

7.3

7.1

7.2

6.8

6.8

6.9

7.0

7.0

7.1

7.2

2.7

2.9

11.6

7.1

7.9

15.5

12.4

12.8

14.0

14.5

-6.3

-6.3

-6.6

-5.9

-4.3

-4.1

-3.9

-3.7

-3.5

-3.3

9.1

9.1

18.2

13.0

12.3

19.6

16.3

16.5

17.5

17.8

1 809.7 1 904.1

Other energy and environmental taxes
Road traffic tax

Taxes not collected and other taxes
Taxes not collected
Other taxes
Total tax revenue
EU taxes
General government tax revenue
Local government tax revenue
Contributions to national pension funds
Central government tax revenue

1 554.3 1 568.2 1 617.8 1 676.4
5.7

5.3

5.2

5.8

1 548.7 1 563.0 1 612.6 1 670.6

1 969.8

2 046.8

6.0

6.2

6.5

1 803.4 1 898.2

1 963.6

2 040.3

6.3

2 123.1 2 213.0
6.8

7.2

2 116.3 2 205.8

552.6

576.2

597.3

618.2

652.0

687.4

717.4

747.9

777.2

807.1

195.2

201.6

207.5

213.7

224.1

232.3

243.0

252.8

261.8

271.6

800.9

785.2

807.7

838.7

927.3

978.4

1 003.2

1 039.6

1 077.2 1 127.1
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Cont.
SEK billion

Forecast
2011

Central government tax revenue
Accruals

2014

2015

2016

800.9 785.2 807.7 838.7

2012

2013

927.3

978.4 1 003.2 1 039.6 1 077.2 1 127.1

48.5

17.0

33.7

33.1

Payment deferrals

11.4

-16.1

of which local governments

27.9

-0.4

-15.0

-8.1

0.7

0.9

-0.2

-16.9

-17.2

-0.2

0.7

0.0
3.4

Collection deferrals

of which old-age pension system
of which corporations and households
of which church communion
of which EU
Deferments
Central government tax income

-21.2 -23.5

2018

2019

2020

-33.3

27.4

-7.1

-5.8

4.9

-2.5

-7.2

-29.5

35.5

17.0

5.9

7.7

5.9

-34.7 -16.3

-3.2

-7.5

-23.5

-11.1

-2.2

-7.8

7.2

0.5

-6.3

1.9

6.1

0.6

-0.4

0.7

0.9

1.4

0.8

0.8

0.8

-20.2

-7.9

-11.4

-9.8

-19.9

-14.9

-9.9

-9.9

0.6

0.1

0.2

0.8

1.3

1.0

0.8

0.6

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.1

0.0

-0.6

-0.6

-0.6

-0.6

-0.6

-0.6

13.5

849.4 802.2 786.6 815.2
4.0 -25.0

893.9 1 005.8

996.1 1 033.8 1 082.1 1 124.7

Other revenue

23.0

-14.6

-34.4

-40.1

-46.8

-44.6

-46.5

-48.3

2000 Revenue from central government activities

55.3

48.8

48.1

41.7

39.0

31.0

27.5

29.4

29.9

30.8

3000 Revenue from sale of property

23.1

0.3

20.8

0.2

0.1

0.2

0.0

0.0

0.0

0.0

4000 Loan repayments

1.5

1.3

1.1

0.9

0.9

0.8

0.7

0.6

0.6

0.5

5000 Computed revenue

11.1

9.7

9.9

9.9

9.7

10.8

11.5

12.1

13.6

14.9

6000 EU grants

12.3

9.8

10.3

11.9

9.7

11.0

10.9

13.0

12.1

11.8

-72.3

-76.6

-78.7 -81.6

-8.0

-8.0

7000 Clearings etc. connected with the tax system

-85.8

-93.9

-97.4

-99.7

-102.7

-106.3

-8.0

-8.2

0.0

0.0

0.0

0.0

0.0

Total revenue

872.4 787.6 790.5 790.2

859.5

965.7

949.3

989.2 1 035.6 1 076.4

Total expenditure

804.6 812.5 921.4 862.4

892.2

919.9

962.0

964.5

964.1

986.5

-32.6

45.7

-12.7

24.7

71.5

89.9

8000 Subsidies through credits on tax accounts

Budget balance

67.8

-7.6

-24.9 -130.9 -72.2

Source: SKV and ESV
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TABLES OF REVENUE AND EXPENDITURE OF CENTRAL GOVERNMENT

Central Government Budget Expenditure 2011–2020
SEK billion
Expenditure area

Forecast
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020
13,6

1

Governance

11.2

11.5

11.8

12.9

12.3

12.6

13.2

13.6

13.6

2

Economy and financial administration

12.9

13.5

16.1

14.1

14.4

15.0

15.2

15.5

15.9

16,6

3

Taxes. customs and enforcements

9.9

10.3

10.4

10.4

10.8

10.8

11.1

11.2

11.4

11,7

4

The judicial system

37.2

38.2

39.3

40.2

40.4

41.9

43.7

44.8

45.7

47,1

5

International cooperation

1.9

1.5

1.8

1.7

1.9

2.1

1.9

1.9

1.9

1,9

6

Defense and contingency measures

44.2

45.5

45.4

48.0

48.3

48.4

50.1

51.1

53.2

54,4

7

International development cooperation

29.2

30.2

30.8

31.0

32.2

31.6

34.6

40.8

43.4

45,1

8

Migration

7.6

8.2

9.9

12.6

18.7

38.2

38.0

15.1

12.0

10,7

9

Health care, medical care and social
services

56.5

58.7

59.0

61.6

65.0

63.4

67.3

67.9

66.3

66,0

10

Financial security for the sick and
disabled

95.8

94.9

96.4

99.0

102.6

105.8

104.5

103.0

102.5

103,9

11

Financial security for the elderly

41.6

41.3

40.0

39.3

38.1

36.0

34.8

33.6

33.1

32,9

12

Financial security for families and
children

72.0

75.6

78.5

80.8

82.9

86.1

88.8

92.0

95.3

98,8

13

Gender equality and introduction of new
arrivals

5.0

6.8

8.8

12.2

15.4

18.9

29.8

28.3

23.5

19,0

14

Labour market and working life

63.3

66.6

69.7

66.9

65.0

72.5

73.5

73.1

72.9

73,3

15

Financial support for students

21.8

21.1

20.6

20.0

19.2

19.5

20.1

20.2

21.1

22,1

16

Education and academic research

53.7

53.8

56.5

59.4

63.0

65.6

70.5

72.5

73.1

74,6

17

Culture. media. religious communities
and leisure activities

12.0

12.3

12.7

12.8

13.3

14.1

14.5

14.6

14.6

14,6

18

Planning. housing provision. construction
and consumer policy

1.1

1.0

1.0

1.1

1.1

3.0

4.9

4.8

5.1

5,5

19

Regional growth

3.2

3.4

3.3

2.9

2.2

2.6

3.3

3.3

3.3

3,1

20

General environmental protection and
nature conservation

5.1

4.8

4.8

5.1

5.9

6.9

8.0

7.8

8.1

8,1

21

Energy

2.9

2.7

2.6

2.9

2.3

2.7

2.9

2.7

2.8

2,3

22

Transport and communications

38.7

42.9

43.7

46.0

47.2

51.6

55.5

55.1

58.7

59,9

23

Land-based industries, rural areas and
food

16.4

16.4

16.0

16.2

13.4

16.0

17.0

19.0

17.3

17,0

24

Industry and trade

5.3

5.9

5.2

5.4

5.5

5.8

6.4

6.5

6.6

6,2
106,1

25

General grants to local government

88.0

85.1

88.9

93.6

102.0

93.3

105.6

105.8

106.1

26

Interest on the national debt. etc.

34.5

27.4

16.8

3.3

21.9

2.6

10.5

9.5

20.5

32,0

27

Contribution to the European Union

30.6

31.5

37.4

41.6

44.2

29.4

28.1

40.4

40.7

41,1

Sum of expenditure areas

898,3

957.8

976.5

990.6

889.3

896.7

953.7

954.2

968.7

987.7

Sum of expenditure areas excl.
interest payments

896,6

945.6

954.8

962.5

867.4

894.2

943.2

944.7

948.2

955.7
-1,2

Net lending by National Debt Office

1.6

1.0

96.2

22.0

10.1

14.7

8.3

10.3

-4.6

Cash correction

1.5

0.4

-2.2

-0.5

-7.3

8.5

0.0

0.0

0.0

0,0

804,6

812.5

921.4

862.4

892.2

919.9

962.0

964.5

964.1

986.5

222.0

238.5

256.7

258.0

267.5

285.3

299.8

312.1

323.6

335,5

Total expenditure
Old-age pension system outside the
central government budget
Sum of ceiling-limited expenditure

989,0 1 022.2 1 067.3 1 095.5 1 134.9 1 179.5 1 243.0 1 256.8 1 271.9 1 291.2

Total revenue

872,4

787.6

790.5

790.2

859.5

965.7

949.3

67,8

-24.9

-130.9

-72.2

-32.6

45.7

-12.7

Budget balance

989.2 1 035.6 1 076.4
24.7

71.5

89.9

Source: ESV
Anm. Exp. area according to Budget Bill for 2017.
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CONTACTS

Contacts

The Government budget and public finances forecast is produced by the Analysis and Forecasts division.
The editorial team included Anna Daniels, editor, +46 (0) 8 690 44 16, and Michael Lemdal,
+46 (0) 8 690 44 42. The editorial team primarily assists with general issues.
Expenditure
1. Governance
2. Economy and financial administration
3. Taxes, customs and enforcements
4. The judicial system
5. International cooperation
6. Defence and contingency measures
7. International development cooperation
8. Migration
9. Health care, medical care and social services
10. Financial security for the sick and disabled
11. Financial security for the elderly
12. Financial security for families and children
13. Gender equality and introduction of new arrivals
14. Labour market and working life
15. Financial support for students
16. Education and academic research
17. Culture, media, religious communities and leisure activites
18. Planning, housing provision, construction and consumer
policy
19. Regional growth
20. General environmental protection and nature conservation
21. Energy
22. Transport and communications
23. Land-based industries, rural areas and food
24. Industry and trade
25. General grants to local governments
26. Interest on the national debt etc.
27. Contribution to the European Union
Cash-based adjustment
Swedish National Debt Office's net lending
Income
Direct taxes on labour, accruals
Indirect taxes on labour
Taxes on capital
Corporate taxes and excise duties
Property tax, stamp duty, energy taxes
Road traffic-, tobacco- and alcohol-tax, financing charges
Value-added tax
Dividends from state-owned companies, revenue from sale of
property
Local government equalisation rates
Tax reductions
Contributions from the EU
Calculated income, repayment of loans

Macroeconomic development
Local government sector's finances

Anna Daniels
Svante Hellman
Anna Daniels
Thomas Lorehn
Thomas Lorehn
Thomas Lorehn
Thomas Lorehn
Anna Daniels
Stefan Gehlin
Anna Daniels
Dan Sölverud
Lina Landström
Anna Daniels
Sofia Larsén
Lina Landström
Lina Landström
Stefan Gehlin

08-690 44 16
08-690 43 15
08-690 44 16
072-515 84 98
072-515 84 98
072-515 84 98
072-515 84 98
08-690 44 16
08-690 45 43
08-690 44 16
08-690 43 58
08-690 43 71
08-690 44 16
08-690 43 41
08-690 43 71
08-690 43 71
08-690 45 43

Sofia Larsén
Lina Landström
Sofia Larsén
Anna Daniels
Svante Hellman
Lina Landström
Stefan Gehlin
Anna Daniels
Sofia Larsén
Anna Daniels
Thomas Lorehn
Svante Hellman

08-690 43 41
08-690 43 71
08-690 43 41
08-690 44 16
08-690 43 15
08-690 43 71
08-690 45 43
08-690 44 16
08-690 43 41
08-690 44 16
072-515 84 98
08-690 43 15

Pernilla Lindblad
Pernilla Lindblad
Björn Andersson
Michael Lemdal
Daniel Stedt
Rojan Karakaya
Björn Andersson

08-690 44 93
08-690 44 93
08-690 44 01
08-690 44 42
08-690 44 33
08-690 44 31
08-690 44 01

Björn Andersson
Anna Daniels
Pernilla Lindblad
Lina Landström
Björn Andersson

08-690 44 01
08-690 44 16
08-690 44 93
08-690 43 71
08-690 44 01

Ann-Sofie Öberg
Patrik Jonasson

08-690 43 88
08-690 43 76

Analysis and Forecasts division, email: firstname.surname@esv.se, prognos@esv.se
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The ESV makes Sweden richer
– The ESV are in control of central government finances, develops financial
management in central government and audits the EU structural funds in Sweden.
– The ESV works in close cooperation with the Government Offices/Line Ministries
and the government agencies.
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