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	Basic statistics of Sweden, 2015

	 (Numbers in parentheses refer to the OECD)

	LAND AND PEOPLE

	Population (millions)
	9.8
	(1283.0)
	Population density per km²
	21.9
	(35.4)

	Under 15 (%)
	17.3
	(18.1)
	Life expectancy (years, 2014)
	81.9
	(80.1)

	Over 65 (%)
	19.9
	(16.2)
	Men 
	80.2
	(77.5)

	Foreign-born (%)
	16.4
	(11.1)
	Women
	83.8
	(82.8)

	Latest 5-year average growth (%)
	0.9
	(0.6)
	Latest general election 
	14th September2014

	ECONOMY

	Gross domestic product
	
	
	Value added shares (%, 2014)
	
	

	In current prices (billion USD)
	492.6
	(45865.0)
	Primary
	1.4
	(1.6)

	Latest 5-year average growth (%)
	2.0
	(1.6)
	Industry including construction
	26.0
	(24.2)

	Per capita (thousand USD PPP)
	46.4
	(39.7)
	Services
	72.6
	(74.1)

	GENERAL GOVERNMENT

	Expenditure (% of GDP)
	50.3
	(41.9)
	General government gross debt (% of GDP, 2014)
	45.2
	(115.9)

	Revenue (% of GDP)
	50.5
	(39.0)
	General government net debt (% of GDP, 2014)
	-28.5
	(76.1)

	EXTERNAL ACCOUNTS

	Exchange rate (SEK per USD)
	8.44
	
	Main exports (% of total merchandise exports)
	
	

	PPP exchange rate (USA = 1)
	9.13
	
	Road vehicles
	11.1
	

	In per cent of GDP
	
	
	General industrial machines
	6.5
	

	Exports of goods and services
	45.6
	(24.9)
	Paper, paperboard
	6.3
	

	Imports of goods and services
	40.8
	(24.7)
	Main imports (% of total merchandise imports)
	
	

	Current account balance
	5.2
	(0.1)
	Road vehicles
	11.0
	

	Net international transfers
	-1.8
	(-0.7)
	Petroleum, petroleum products
	8.8
	

	Balance of income
	2.3
	(0.5)
	Telecommunication, sound equipment
	6.3
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64year-olds (%)
	75.5
	(66.3)
	Unemployment rate, Labour Force Survey (15-64year-olds) (%)
	7.6
	(7.0)

	Men
	77.0
	(74.2)
	Youth (age 15-24) (%)
	20.3
	(14.0)

	Women
	74.0
	(58.6)
	Long-term unemployed (1year and over) (% of unemployed)
	0.2
	(34.1)

	Participation rate for 15-64year-olds (%)
	81.7
	(71.3)
	Tertiary educational attainment 25+ year-olds (%)
	40.0
	(35.0)

	Average hours worked per year
	1612
	(1766)
	Gross domestic expenditure on R&D (% of GDP, 2014)
	3.2
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe)
	5.1
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2013)
	3.8
	(9.4)

	Renewables (% of TPES)
	46.9
	(9.6)
	Water abstractions per capita (m3 per capita, 2010)
	287.0
	

	Fine particulate matter concentration 
(PM2.5, μg/m3)
	6.1
	(14.9)
	Municipal waste per capita (tonnes, 2012)
	438.0
	(516.0)

	SOCIETY

	Income inequality (Gini coefficient, 2013)
	0.281
	(0.311)
	Education outcomes (PISA score)
	
	

	Relative poverty rate (2013)
	8.9
	(11.1)
	Reading 
	500
	(493)

	Share of women in parliament
	45.0
	(27.1)
	Mathematics
	494
	(490)

	Net official devolpment aid (% of GNI)
	1.4
	(0.4)
	Science
	493
	(493)

	Source: Calculations based on data extracted from the databases of the following organisations: National Bureau of Statistics, OECD, International Energy Agency, World Bank and International Monetary Fund.




Executive summary
The economy is growing strongly
Economic growth has brought down unemployment
[image: graphic]Source: OECD Economic Outlook database.
StatLinkhttp://dx.doi.org/10.1787/888933446224

Output has been lifted by an expanding labour force, investment and a recent pick-up in productivity. Unemployment is receding, although it remains relatively high for vulnerable groups, notably the foreign-born. Expansionary monetary policy is supporting growth and inflation is picking up. Macro-prudential measures have been taken to cool the housing market. Even so, prices have reached high levels, boosted by rising income, low interest rates and supply shortages. 

The rise in income inequality needs to be contained
Inequalities have widened
[image: graphic]Source: Statistics Sweden.
StatLinkhttp://dx.doi.org/10.1787/888933446236

Housing market inefficiencies particularly penalise households with low income and wealth, as they are less likely to own housing, and rental regulations lower their geographical and labour market mobility. Income inequality rose more rapidly than in any other OECDcountry since the1990s, albeit from a very low level. Capital gains boosted top incomes, while benefits increased more slowly than wages. High labour market entry thresholds, spatial segregation, and bottlenecks in migrant settlement reduce opportunities and social mobility. Reforms to housing, wage subsidies and migrant settlement and integration, as well as a more systematic approach to benefits uprating would raise the incomes and opportunities of the disadvantaged.

Gender equality can be pushed further
Gender wage gaps and the glass ceiling remain
[image: graphic]Source: OECD Employment database and ILO KILM database.
StatLinkhttp://dx.doi.org/10.1787/888933446244

Sweden is one of the most gender-equal countries in the world, even though foreign-born women are lagging behind. Women have a high employment rate, outperform men in education and are well represented in government and parliament. However, gender wage differences persist: women are under-represented on private company boards, in senior management positions, in many well-paid and influential professions and among entrepreneurs. Better shared parental leaves would raise gender equality further. Fostering women entrepreneurship and promoting entry of women in senior management is also crucial.
	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Macroeconomic policies

	Despite strong output growth, inflation remains below target. 
	Gradually withdraw monetary stimulus as inflation rises towards the 2% target.

	Fiscal policy is mildly expansionary, due to migration-related costs. Important investments are needed in education and for the integration of refugees and Sweden’s low public debt provides room for manoeuvre. However, strong fiscal buffers are needed to dampen external shocks in a small open economy. 
	Continue to pursue prudent fiscal policy, while accommodating temporary immigration-related spending to facilitate integration.


	Housing and household debt

	Macro-prudential measures, including a new mortgage amortisation requirement, have been introduced. Nevertheless, growth in household debt remains strong. 
	Introduce a cap on household debt-to-income ratios.


	Favourable tax treatment of owner-occupied housing encourages household indebtedness and is regressive. 
	Reform the recurrent property tax to better align tax charges with property values. Phase out the deductibility of mortgage interest rate payments.


	Inefficient land-use planning and low incentives for municipalities to encourage construction contribute to housing shortages, which reduce affordability and labour mobility.
	Enhance co-operation between central and local government in land-use planning and increase incentives for municipalities to facilitate the timely release of development land. Simplify land-use planning procedures, balancing economic, environmental and social considerations.

	Strict rental regulations contribute to reducing mobility, notably for low-income households, and may contribute to spatial segregation.
	Ease rental regulations to incentivise rental housing supply, mobility and better utilisation of the housing stock, while maintaining tenant protection against abuse.


	Income inequality and equal opportunities

	Social benefits have been uprated according to the CPI or on an adhoc basis since the1990s, gradually increasing the gap between benefits and work income. 
	Review annually the distributional consequences of uprating social benefits, taking equity, fiscal costs and work incentives into consideration.

	Bottlenecks in migrant settlement and integration slow down labour market entry, even though the government has decided to scale up a new, collaborative approach to the settlement process and earmarked resources to address the issue. 
	Continue to simplify the procedures to help migrants get residence and work permits.


	Multiple wage subsidy schemes with different target groups and different rules increase the administrative burden and reduce take-up.
	Rationalise by merging and harmonising various wage subsidy schemes to better target the most vulnerable workers, ease the related administrative burden and increase take-up.

	Gender equality

	Women take 75% of parental leaves, which affects their career prospects. 
	Encourage parents to split parental leave more equally by continuing to increase the share reserved for each parent.

	Foreign-born women have a very low employment rate compared to natives and many of them are neither employed, nor in training or education. 
	Enhance active labour market policy for foreign-born women when the Introduction programme ends, to prevent them from drifting away from the labour market.






Assessment and recommendations


Inclusive and green growth fosters well-being

Sweden weathered the global financial and economic crisis with limited damage, thanks to strong macroeconomic, fiscal and financial fundamentals, as well as a competitive and diversified business sector. Output has grown faster than in most other OECD countries over recent years (Figure 1, Panel A). Population increases, to a large part related to immigration, have contributed significantly to growth (Box 1). Even so, the country’s GDP per capita has expanded faster than in most OECD countries (Panel B). Sweden’s export performance has remained steady since the 2008 global downturn with large current account surpluses persisting (Panel C). In a weak global environment, growth has been primarily driven by strong domestic consumption and investment (Panel D). Although residential construction contributes heavily to the investment boom, business investment has also picked up (Panel E). This has contributed to reviving labour productivity, which is now increasing rapidly (Panel F). Growth is expected to remain solid over the coming years, even though it will slow somewhat as the economy is now operating near full capacity (Table 1).



Figure 1. Economic growth is robust

[image: graphic]Source: OECD Economic Outlook database.
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Table 1. Macroeconomic indicators and projections


	Annual percentage changes, volume1




	 

	2014

	2015

	2016

	2017

	2018





	GDP

	2.7

	3.9

	3.3

	2.7

	2.2




	Private consumption

	2.2

	2.6

	2.5

	2.6

	2.5




	Government consumption

	1.7

	2.2

	3.5

	2.4

	1.2




	Gross fixed capital formation

	5.6

	6.8

	7.1

	3.7

	3.1




	Housing

	15.6

	15.7

	15.3

	7.9

	4.6




	Business

	4.3

	6.0

	5.2

	2.7

	2.7




	Government

	1.6

	0.7

	4.9

	2.1

	2.6




	Final domestic demand

	2.8

	3.5

	3.9

	2.8

	2.3




	Stockbuilding2

	0.2

	0.3

	0.1

	0.0

	0.0




	Total domestic demand

	3.0

	3.8

	4.0

	2.8

	2.3




	Exports of goods and services

	5.5

	5.2

	2.7

	3.4

	3.2




	Imports of goods and services

	6.5

	5.0

	4.5

	3.5

	3.5




	Net exports2

	-0.2

	0.3

	-0.6

	0.1

	0.0




	Other indicators (% growth rates, unless specified)




	Potential GDP

	1.9

	2.1

	2.3

	2.3

	1.8




	Output gap3

	-1.9

	-0.2

	0.7

	1.2

	1.5




	Employment

	1.4

	1.4

	1.3

	1.1

	0.7




	Unemployment rate4

	7.9

	7.4

	6.9

	6.7

	6.7




	GDP deflator

	1.7

	2.1

	1.2

	1.8

	2.2




	CPI

	-0.2

	0.0

	0.9

	1.5

	2.0




	CPIF5

	0.5

	0.9

	1.4

	1.6

	1.9




	Household saving ratio, net6

	15.9

	16.4

	17.8

	17.3

	16.8




	Trade balance7

	4.3

	4.8

	4.1

	4.2

	4.3




	Current account balance7

	4.6

	5.2

	4.8

	4.8

	4.9




	General government financial balance7

	-1.6

	0.2

	0.2

	-0.1

	0.1




	Underlying government net lending3

	-0.3

	0.2

	-0.3

	-0.8

	-0.9




	Underlying government primary balance3

	-0.2

	0.1

	-0.5

	-1.0

	-1.1




	Gross government debt (Maastricht)7

	45.2

	43.9

	43.0

	41.7

	40.2




	General government net debt7

	-28.5

	-27.7

	-26.6

	-25.4

	-24.4




	Three-month money market rate, average

	0.7

	-0.2

	-0.5

	-0.5

	-0.1




	Ten-year government bond yield, average

	1.7

	0.7

	0.5

	0.5

	0.8




	1. Annual data are derived from quarterly seasonally and working-day adjusted figures.


	2. Contribution to changes in real GDP.


	3. As a percentage of potential GDP.


	4. As a percentage of labour force.


	5. CPI with a fixed mortgage interest rate.


	6. As a percentage of household disposable income.


	7. As a percentage of GDP.


	Source: OECD Economic Outlook 100.





Inclusive, sustainable and green growth over the past two decades has underpinned a high quality of life for Swedes. The country has welcomed a large number of immigrants, which have both contributed to and benefitted from economic prosperity. The foreign-born accounted for over 16% of the population in 2015, up from 10% in 1993 at the trough of the early-1990s recession. The gap in GDP per capita to the upper half of OECD countries has shrunk from about 15% in 1993 to about 5% in 2015, as a result of rising employment and strong productivity growth (OECD, 2017). At the same time, output growth has been decoupled from carbon emissions and Sweden is among the most innovative OECD countries when it comes to environment-related technologies. Inequality remains among the lowest among OECD countries but has risen fast since the 1990s. Gender inequality is low by OECD standards but persists. Inclusive green growth coupled with high well-being are clearly reflected in the various dimensions of the OECD’s Better Life Index (Figure 2, Panel A), where Sweden stands out in terms of environmental quality, health, civic engagement and governance, and work and life balance. Sweden scores higher than the OECD average on all sub-components of the index, but relatively low rankings in five of the eleven sub-components (housing, social connections, jobs, education and personal security) point to possible improvements (Panel B).



Figure 2. Swedes enjoy a high quality of life

[image: graphic]1. Each well-being dimension is measured by indicators from the OECD Better Life Indicator set. Indicators are normalised to range between 0 (worst) and 10 (best).

Source: OECD Better Life Index database 2016.

StatLink  http://dx.doi.org/10.1787/888933445681



The areas of relative weakness highlighted by the Better Life Index were also identified in previous OECD Economic Surveys, which pointed to problems in the operation of the housing market, rigidities in the labour market hampering access to jobs for the low-skilled, and declining educational performance (Table 2). The government has taken resolute action to address problems in education, but faces difficulties to recruit qualified teachers. Research and innovation policies are being enhanced, even though challenges remain in terms of governance, leadership and strategic vision (OECD, 2016a). Some measures have been taken to improve job prospects for low-skilled workers, but high labour market entry thresholds are still significant obstacles to hiring, particularly low-skilled immigrants. Some building subsidies and relaxation of planning rules have also been introduced, but more comprehensive reforms will be needed to significantly cut dwelling shortages in the rental markets of Stockholm, where the problem is particularly acute, and of other major cities (Figure 3). Unfortunately, a recent government initiative to gather cross-party agreement on some housing market reforms ended in failure. Against this background, the key economic policy priorities should be to:


	
Table 2. A number of earlier OECD recommendations have been followed



	Earlier OECD recommendations

	Action taken since March 2015 or planned





	Macroeconomic policy (2015): Maintain expansionary monetary policy until inflation is clearly picking up. Maintain prudent fiscal policy and let automatic stabilisers work.

	As inflation remained weak, the Riksbank moved the repo rate into negative territory and implemented quantitative easing. Fiscal policy has been counter-cyclical over recent years, but is turning mildly expansionary because of substantial extra immigration-related expenditure.




	Financial stability (2015): Continue to implement macro-prudential policies to contain the risks related to rising household debt. Consider phasing out mortgage interest deductibility.

	The countercyclical bank capital buffer has been raised to 2% of risk-weighted capital and an amortisation requirement for mortgages has been introduced. No action has been taken on mortgage interest deductibility.




	Education and skills (2015): Raise the attractiveness of teaching by increasing monetary incentives, offer clearer career paths, and improve teacher education; increase support for struggling students, including immigrants, through early intervention and targeting resources based on socio-economic background; enhance support and incentives for immigrants to learn Swedish; consider consolidating existing institutions in charge of advising on and supervising education policies into an education policy council.

	
The education system has received an additional SEK 8.3bn (about 0.2% of GDP) in 2016 to enhance the attractiveness of the teaching profession, notably through salary increases, and to promote early intervention and equity. Special resources have been channelled to schools with low learning outcomes. 

Swedish for Immigrants (SFI) has been reformed and steps are taken to enable asylum seekers to begin learning Swedish earlier. 





	Labour market (2015): Reduce the gap in employment protection between permanent and temporary contracts and increase flexibility in entry level wages.

	The government favours lowering labour costs for low-skilled workers through subsidies. The subsidy system will be simplified to increase take-up. Employment protection remains strong for permanent contracts.




	Housing market (2012, 2015): Streamline land-use planning and zoning regulations and increase incentives for municipalities to release land; phase out rent controls so as to more closely align rents with market values.

	In 2015, the government has pledged to work with municipalities to improve the efficiency of land-use planning and regulations. It is reinforcing incentives for municipalities to encourage construction, notably through increased financing for related infrastructure. No action is taken to ease rent controls.




	Growth, entrepreneurship, innovation and R&D (2015): Simplify regulatory procedures, in particular regarding licences and permits; invest to improve the quality of roads and rail, with careful consideration of social returns; continue to broaden support for innovation and enhance co-ordination of innovation and research policies. 

	Starting a business has become easier, as the company registry is now required to register a company in five days. The Government is making major investments in infrastructure, road and railway maintenance, and public transport. Innovation and research policy is being gradually strengthened, but governance, leadership and strategic vision need further improvement. 




	Climate change mitigation (2011): Continue to gradually phase out exemptions to the carbon tax; clarify the role and the expected costs and benefits of the long-term priority to have a fossil-fuel independent vehicle fleet by 2030.

	Climate change is the government’s top environmental priority. Many exemptions from energy and CO2 taxes have been reduced or removed; the largest remaining tax expenditure is the favourable tax treatment of diesel used in transport. Cost-benefit analysis is still lacking.









Figure 3. The shortage of rental housing is acute in Stockholm

[image: graphic]Source: Stockholm Housing Agency.

StatLink  http://dx.doi.org/10.1787/888933445694




	Initiate a comprehensive housing market reform.


	Support the integration of immigrants to raise long-term growth and strengthen social cohesion. 


	Foster more inclusive growth through policies promoting income and gender equality.






Box 1. Contributions to potential output growth

Potential GDP is boosted by strong potential employment growth, capital deepening and rising total factor productivity (TFP) (Figure 4). Potential employment rises as working-age population grows, largely through immigration, and labour force participation increases. It currently contributes about one percentage point to annual potential GDP growth, but is expected to slow from 2018. While the contribution of the capital stock to growth had fallen in the wake of the 2008 global downturn, it has been lifted again by the recovery in fixed investment over the past few years. The global fall in TFP growth since the turn of the century has not spared Sweden (OECD Economic Survey of Sweden 2015). Productivity growth declined in the wake of the global financial crisis of 2008, partly as a result of labour hoarding and reduced investment. However, high competitiveness due to strong integration in global value chains and the ability to supply high-value services, as well as a pick-up in business investment, has pushed up TFP, which is expected to contribute significantly to growth over the coming years. TFP is affected by global trends in technology, but also by research and innovation policies and the impact of framework policies on the allocation of resources towards their most productive uses (OECD, 2015a). Given the rapid expansion of the labour force, skills development and labour market matching will have a decisive impact on productivity growth going forward. Recent research shows that skill mismatch is associated with lower productivity across OECD countries (Adalet McGowan and Andrews, 2015). 



Figure 4. Labour, capital and productivity all contribute to growth

[image: graphic]Source: OECD Economic Outlook database.

StatLink  http://dx.doi.org/10.1787/888933445709





Employment has increased more rapidly than in most OECD countries over recent years (Figure 5, Panel A). The unemployment rate has receded and is now around 7% (Panel B). Shortages of workers are appearing in some sectors, like construction, education and municipal services. The unemployment rate is now estimated to be below the structural unemployment rate, which is estimated at around 7.5%. The relatively high structural unemployment rate reflects high labour force participation and mismatches between labour supply and demand. Low-skilled workers, especially immigrants, face difficulties finding jobs, reflecting high skills requirements for most jobs in Sweden. Indeed, despite strong output growth, unemployment is increasing among some vulnerable groups, in particular immigrants and the low-skilled (Figure 6, Panel A) (OECD, 2016b). Reducing unemployment further will require increasing employment in vulnerable groups, and the government is taking steps to achieve this goal by, inter alia, investing in education and training and improving job matching policies, with a focus on those who are furthest from the labour market. Nevertheless, meeting the government objective of achieving the lowest unemployment rate in the European Union by 2020 is made even more difficult by the inclusion of many full-time students in Swedish unemployment statistics and large recent inflows of refugees (Box 2). 



Figure 5. Unemployment is declining

[image: graphic]Source: OECD Economic Outlook database.

StatLink  http://dx.doi.org/10.1787/888933445712





Figure 6. Some groups are struggling to access employment

[image: graphic]1. Aged 16-64.

Source: Statistics Sweden and Swedish Public Employment Agency.

StatLink  http://dx.doi.org/10.1787/888933445728





Box 2. Immigration and population structure

Inflows of asylum seekers relative to the population have been the highest in the OECD in the latest years. About 160.000 asylum seekers reached Sweden in 2015 (Figure 7, Panel A). However, the inflow decreased to around 30.000 asylum seekers in 2016, which is close to inflows prevailing before the Syrian crisis. The share of foreign born in Sweden has risen from 7.5% in 1980 to over 16% in 2015. The composition of the migrant population in Sweden has changed from mainly Nordic work migrants working in the manufacturing industry in the 1980s towards largely humanitarian and family reunion migrants. Estimates suggest that about half of the current foreign-born population originally...
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