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) )NTRODUCTION

3OUND�PUBLIC�FINANCES�ARE�A�PREREQUISITE�FOR�SUSTAINABLE�ECONOMIC�GROWTH�AND
HIGH� EMPLOYMENT�� 4HE� 3TABILITY� AND� 'ROWTH� 0ACT� AGREED� BY� THE� %UROPEAN
#OUNCIL�AIMS�AT�GUARANTEEING�SUSTAINED�BUDGET�DISCIPLINE� IN� THE� THIRD�STAGE�OF
%-5�� 4HE� 0ACT� STRENGTHENS� SURVEILLANCE� OF� BUDGETARY� POSITIONS� OF� ALL� THE
-EMBER� 3TATES�� !S� PART� OF� THIS� SURVEILLANCE��-EMBER� 3TATES� ARE� TO� SUBMIT� A
STABILITY� OR� CONVERGENCE� PROGRAMME� IN� ACCORDANCE� WITH� #OUNCIL� 2EGULATION
�%'	� ��������� 4O� CONFORM� TO� THE� -AY� ��� ����� DECLARATION� BY� FINANCE
MINISTERS�� THESE�PROGRAMMES�MUST�BE�PRESENTED�BEFORE� THE�END�OF�������4HE
CONVERGENCE� PROGRAMMES� APPLY� TO� THOSE� COUNTRIES� NOT� ADOPTING� THE� SINGLE
CURRENCY�� 4HE� #OUNCIL� HAS� APPROVED� SPECIAL� GUIDELINES� FOR� THE� FORM� AND
CONTENT�OF�THE�STABILITY�AND�CONVERGENCE�PROGRAMMES�

4HIS�#ONVERGENCE�0ROGRAMME�IS�BASED�ON�THE�PROJECTION�OF�ECONOMIC�GROWTH
AND�THE�DIRECTION�OF�ECONOMIC�POLICY�PRESENTED�IN�THE������"UDGET�"ILL��WHICH
WAS� PRESENTED� TO� THE� 2IKSDAG� IN� /CTOBER� ������ (OWEVER� IN� THE� LIGHT� OF
SUBSEQUENT� INFORMATION�� MAINLY� CONCERNING� INTERNATIONAL� DEVELOPMENTS�� THE
PROJECTION�HAS�BEEN�REVISED� IN� IMPORTANT�RESPECTS��4HE�3OCIAL�$EMOCRATS�� THE
#ENTER�0ARTY�AND�THE�'REEN�0ARTY�SUPPORT� THE�#ONVERGENCE�0ROGRAMME��4HE
#ONVERGENCE� 0ROGRAMME� DOES� NOT� IMPLY� ANY� POSITION� OR� COMMITMENT� IN
CONNECTION�WITH�THE�SINGLE�CURRENCY�

)) %CONOMIC�0OLICY�0REMISES

3INCE�THE�PRESENTATION�OF�THE�PREVIOUS�#ONVERGENCE�0ROGRAMME�IN�*UNE������
THE� 3WEDISH� ECONOMY� HAS� REGAINED� ITS� STRENGTH� AND� THE� BASIS� FOR� HIGH� AND
SUSTAINABLE� GROWTH� HAS� BEEN� ESTABLISHED�� !� VERY� FARREACHING� CONSOLIDATION
PROGRAMME�HAS�REVERSED�THE�DEFICIT�IN�THE�GENERAL�GOVERNMENT�FINANCES�Ó�MORE
THAN� ��� PER� CENT� OF�'$0� IN� ����� Ó� AND� IN� ����� THERE� IS� NOW� A� SURPLUS� OF
NEARLY�����PER�CENT�OF�'$0��MEASURED�ACCORDING�TO�ACCOUNTING�PRINCIPLES� FOR
THE�3WEDISH�.ATIONAL�!CCOUNTS���-EASURED�ACCORDING�TO�ACCOUNTING�PRINCIPLES
FOR� THE� %UROPEAN� 3YSTEM� OF� !CCOUNTS� �%3!	�� THE� ����� BUDGET� SURPLUS� IS
ESTIMATED�TO�AMOUNT�TO�����PER�CENT�OF�'$0�	�4HE�CONSOLIDATED�GROSS�DEBT�AS�A
SHARE�OF�'$0�IS�DECLINING�RAPIDLY��)NFLATION�AND�INFLATIONARY�EXPECTATIONS�HAVE
BEEN�REDUCED� TO�A�SUSTAINABLY� LOW� LEVEL��!LL� IN� ALL�� THESE�ACTIONS�HAVE�CREATED
THE�CONDITIONS�FOR�A�DECLINE�IN�INTEREST�RATES�

4HE� ECONOMIC� POLICY� IS� DIRECTED� AT� MAINTAINING� STABLE� MACROECONOMIC
CONDITIONS�IN�ORDER�TO�LAY�THE�FOUNDATION�FOR�FURTHER�HEALTHY�ECONOMIC�GROWTH�
)N� THIS� WAY� THE� CONDITIONS� FOR� INCREASED� EMPLOYMENT� AND� REDUCED
UNEMPLOYMENT�ARE�CREATED��/NE�GOAL�IS�TO�INCREASE�EMPLOYMENT�IN�THAT�PART�OF
THE�POPULATION�AGED����TO����TO����PER�CENT�BY������
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+EEPING� FIRM�CONTROL�OVER� THE�DEVELOPMENT�OF� PUBLIC� FINANCES� IS� ONE� OF� THE
MAIN� FEATURES� OF� THIS� POLICY�� 3WEDISH� EXPERIENCE� INDICATES� THAT�MEDIUMTERM
TARGETS�FOR�THE�GENERAL�GOVERNMENT�FISCAL�BALANCE�AND�THE�DEBT�PLAY�A�MAJOR�ROLE
IN�THIS�CONTEXT��4HE�MEDIUMTERM�TARGET� IS�A�BUDGET�SURPLUS�CORRESPONDING�TO
AN� AVERAGE� OF� �� PER� CENT� OF� '$0� OVER� THE� BUSINESS� CYCLE�� 4HEREBY�� A
COMFORTABLE�MARGIN�CAN�BE�ESTABLISHED�IN�ORDER�TO�BE�ABLE�TO�AVOID�AN�EXCESSIVE
DEFICIT�DURING�A�FUTURE�DOWNTURN��!N�IMPORTANT�FACTOR�IN�ACHIEVING�THIS�GOAL�IS
THE�STRICTER�BUDGET�PROCESS�THAT�HAS�BEEN�IN�EFFECT�SINCE�������WHICH�INCLUDES�A
PROVISION� FOR� A� CEILING� ON� PUBLIC� EXPENDITURE� ESTABLISHED� BY� THE� 2IKSDAG�
!CCORDING�TO�THE�3TABILITY�AND�'ROWTH�0ACT��THE�-EMBER�3TATES�WILL�AIM�AT�THE
MEDIUMTERM� OBJECTIVE� OF� BUDGETARY� POSITIONS� OF� CLOSE� TO� BALANCE� OR� IN
SURPLUS�

3VERIGES� 2IKSBANK� FORMULATES� MONETARY� POLICY� INDEPENDENTLY�� 4HIS� POLICY� IS
BASED� ON� A� PRICE� STABILITY� OBJECTIVE�� WHICH� IS� DEFINED� AS� AN� INCREASE� IN� THE
CONSUMER�PRICE�INDEX�OF���PER�CENT�A�YEAR��WITH�A�TOLERANCE�INTERVAL�OF�PLUS�OR
MINUS�ONE�PERCENTAGE�POINT�

7ITH� THE� AIM� OF� STRENGTHENING� THE� CREDIBILITY� OF� THE� PRICE� STABILITY� OBJECTIVE�
FIVE� PARTIES� IN� THE� 2IKSDAG� REACHED� AN� AGREEMENT� DURING� THE� PREVIOUS
PARLIAMENTARY� TERM� ON� INCREASED� INDEPENDENCE� FOR� THE� 2IKSBANK�� )N� AUTUMN
����� THE� 2IKSDAG� HAS� PASSED� RESOLUTIONS� ON� THE� CONSTITUTIONAL� AMENDMENTS
IMPLIED� IN� THE� AGREEMENT�� 4HE� LEGAL� CHANGES� MEAN� THAT� THE� PRICE� STABILITY
OBJECTIVE� IS� PRESCRIBED� BY� LAW� AND� INCLUDE� THE� INTRODUCTION� OF� A� PROHIBITION
AGAINST� GIVING� INSTRUCTIONS� TO� THE� 2IKSBANK� AND� A� PROVISION� MAKING� IT� MORE
DIFFICULT� TO�OBLIGE�MEMBERS�OF� THE�2IKSBANKÖS�%XECUTIVE�"OARD� TO� RETIRE��4HE
CHANGES�EFFECTED�ARE�IN�LINE�WITH�THE�TERMS�LAID�DOWN�IN�THE�-AASTRICHT�4REATY�

4HE�2IKSDAG�HAS�DECIDED�THAT�3WEDEN�SHOULD�NOT�INTRODUCE�THE�EURO�WHEN�THE
THIRD�STAGE�OF�%-5�BEGINS��(OWEVER�3WEDEN� IS�KEEPING�THE�DOOR�OPEN�FOR�A
LATER� ENTRY� INTO� %-5�� 3WEDEN� WILL� ALSO� CONTINUE� TO� FULFIL� THE� ECONOMIC
CONDITIONS� FOR� FULL�MEMBERSHIP� IN�%-5� IN� ORDER� TO� PRESERVE� ITS� FREEDOM�OF
ACTION�� 4O� INCREASE� KNOWLEDGE� AND� STIMULATE� A� BROAD� DEBATE� ON� A� 3WEDISH
PARTICIPATION�IN�THE�THIRD�STAGE�OF�%-5��A�BROAD�AND�IMPARTIAL�INFORMATION�AND
EDUCATIONAL�PROGRAMME�IS�UNDER�WAY��!�DECISION�ON�PARTICIPATION�IN�%-5�WILL
BE�SUBMITTED�TO�THE�3WEDISH�PEOPLE�FOR�CONSIDERATION�IN�A�GENERAL�ELECTION�OR
REFERENDUM�
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))) &ISCAL�0OLICY

4HE� PUBLIC� SECTOR� FISCAL� BALANCE� EXPRESSED� AS� A� PERCENTAGE� OF� '$0� HAS
STRENGTHENED� BY� ����� PERCENTAGE� POINTS� SINCE� ������ 4HE� GREATER� PART� OF� THIS
IMPROVEMENT� Ó� OVER� �� PERCENTAGE� POINTS�� OF� WHICH� REDUCED� INTEREST
EXPENDITURE�ACCOUNTS� FOR�NOT�QUITE���PERCENTAGE�POINT�Ó�HAS�OCCURRED�ON� THE
EXPENDITURE�SIDE�

4ABLE���0UBLIC�&INANCES
0ER�CENT�OF�'$0

���� ���� ���� ���� ����

4OTAL�2EVENUE ���� ���� ���� ���� ����
4AXES ���� ���� ���� ���� ����
/THER�REVENUE ��� ��� ��� ��� ���

4OTAL�%XPENDITURE ���� ���� ���� ���� ����
4RANSFERS ���� ���� ���� ���� ����
#ONSUMPTION�AND��INVESTMENT ���� ���� ���� ���� ����
)NTEREST�PAYMENTS ��� ��� ��� ��� ���

&ISCAL�BALANCE ���� ��� ��� ��� ���
#ENTRAL�GOVERNMENT ���� ��� ��� ��� ���
2ETIREMENT�PENSION�PLAN ��� ��� ��� ��� ���
,OCAL�GOVERNMENTS ��� ��� ��� ��� ���

&ISCAL�BALANCE�ACCORDING�TO�%3! �� �� ��� ��� ���
#ONSOLIDATED�GROSS�DEBT ���� ���� ���� ���� ����
.ET�DEBT ���� ���� ���� ���� ����
'$0��3%+�BILLIONS ����� ����� ����� ����� �����

3OURCES��3TATISTICS�3WEDEN�AND�-INISTRY�OF�&INANCE�

/NLY�A�SMALL�PART�OF�THE�IMPROVEMENT�IN�THE�FISCAL�BALANCE�CAN�BE�EXPLAINED�BY
CYCLICAL� OR� OTHER� TEMPORARY� FACTORS�� 4HE� UNDERLYING� OR� STRUCTURAL� SAVINGS
RECKONED�BETWEEN������AND������HAVE�BEEN�STRENGTHENED�BY�THE�EQUIVALENT�OF
ALMOST����PER�CENT�OF�'$0��4HIS�IMPROVEMENT�IS�CHIEFLY�DUE�TO�THE�IMPACT�OF
THE�CONSOLIDATION�PROGRAMME��5NDER�THIS�0ROGRAMME��MEASURES�CORRESPONDING
TO���PER�CENT�OF�'$0�WERE�IMPLEMENTED�DURING�THESE�YEARS�
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4ABLE���#HANGE�IN�THE�0UBLIC�3ECTOR�&ISCAL�"ALANCE
0ER�CENT�OF�'$0

���� ���� ���� ����
4OTAL�CHANGE ��� ��� ��� ���
2EVENUE�FROM�CAPITAL�AND�INTEREST
EXPENDITURE

��� ��� ��� ���

#YCLICAL�EFFECTS ��� ��� ��� ���
4IMING�OF�TAX�REVENUE ��� ��� ��� ���
#ENTRAL�GOVERNMENT�PROPERTY
PURCHASES�AND�SALES

��� ��� ��� ���

#HANGE�IN�STRUCTURAL�BALANCE ��� ��� ��� ���
3OURCE��-INISTRY�OF�&INANCE�

4HERE�ARE�SEVERAL�REASONS�WHY�3WEDEN�SHOULD�ALSO�HAVE�A�BUDGET�SURPLUS�IN�THE
PUBLIC�SECTOR�IN�THE�YEARS�TO�COME�

− 4HE�NET�DEBT� SHOULD�BE� REDUCED� IN� ORDER� TO� STRENGTHEN� CONFIDENCE� IN� THE
3WEDISH� ECONOMY� OVER� THE� LONG� TERM� AND� TO� REDUCE� THE� PUBLIC� SECTORÖS
SENSITIVITY�TO�INTEREST�RATE�FLUCTUATIONS�

− &OR�REASONS�OF�EQUITY��3WEDEN�MUST� REDUCE� THE�DEBT� AND� THE�CONCOMITANT
INTEREST�PAYMENTS�BEING�HANDED�DOWN�TO�FUTURE�GENERATIONS�

− 4HE�PUBLIC�SECTORÖS�NET�FISCAL�POSITION�NEEDS�TO�BE�STRENGTHENED�BEFORE�THE
INCREASE�IN�CLAIMS�ON�THE�PUBLIC�SECTOR�EXPECTED�AS�A�RESULT�OF�THE�INCREASE�IN
THE�PERCENTAGE�OF�OLDER�PEOPLE�IN�THE�POPULATION�

− 4HE� PUBLIC� FINANCES� HAVE� A� PROPORTIONATELY� HIGH� DEGREE� OF� SENSITIVITY� TO
ECONOMIC�FLUCTUATIONS��)F�THERE�IS�A�SURPLUS�DURING�A�NORMAL�BUSINESS�CYCLE�
ENOUGH�ROOM�WILL�BE�CREATED�SO�THE�AUTOMATIC�STABILISERS�CAN�BE�ALLOWED�TO
WORK�IN�THE�EVENT�OF�A�DOWNTURN�IN�THE�BUSINESS�CYCLE�

!GAINST�THIS�BACKGROUND�THE�2IKSDAG�DECIDED�IN������ON�A�MEDIUMTERM�TARGET
FOR�THE�PUBLIC�FINANCES��THE�BUDGET�SURPLUS�IN�THE�PUBLIC�SECTOR�SHOULD�AMOUNT
TO�AN�AVERAGE�OF���PER�CENT�OF�'$0�SEEN�OVER�THE�BUSINESS�CYCLE��4HE�GOAL�WILL
BE�ACHIEVED�GRADUALLY�SO�THAT�THE�SURPLUS�WILL�AMOUNT�TO�����PER�CENT�OF�'$0
IN������AND�TO�����PER�CENT�OF�'$0�IN�������4HE�GOALS�FOR�THESE�YEARS�ARE�VALID
WITH� GROWTH� AS� CALCULATED� IN� THE� ����� 3PRING� "UDGET� "ILL�� )F�� FOR� CYCLICAL
REASONS�� GROWTH� WERE� TO� DEVIATE� SUBSTANTIALLY� FROM� THESE� CALCULATIONS�� AN
EQUIVALENT�VARIANCE�FROM�THE�STATED�GOALS�WOULD�BE�TOLERATED��7ITH�THE�AIM�OF
STRENGTHENING� CONFIDENCE� IN� THE� 3WEDISH� ECONOMY�� THE� 2IKSDAG� DECIDED� IN
AUTUMN������TO�RAISE�THE�TARGET�FOR������TO�A�PUBLIC�SECTOR�BUDGET�SURPLUS�OF
���� PER� CENT� OF� '$0��7ITH� A� SURPLUS� OF� THIS� SIZE�� THE� PUBLIC� SECTORÖS� FISCAL
POSITION�WILL�BE�STRENGTHENED�SUBSTANTIALLY�
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!S� THE�MEDIUMTERM�GOAL� REFERS� TO� THE�PUBLIC� SECTOR� FISCAL�BALANCE� SEEN�OVER
THE� BUSINESS� CYCLE�� THE� ACTUAL� BUDGET� SURPLUS� COULD� FALL� BELOW� �� PER� CENT� OF
'$0�IN�A�PHASE�OF� THE�BUSINESS�CYCLE�WITH�RELATIVELY�HIGH� IDLE�CAPACITY� IN�THE
ECONOMY��BUT�CONVERSELY�EXCEED���PER�CENT�OF�'$0�IN�THE�PEAK�PHASE�OF�THE
BUSINESS�CYCLE��4HUS�THE�LEVEL�THAT�THE�BUDGET�SURPLUS�WILL�REACH�IN�AN�INDIVIDUAL
YEAR�IS�DEPENDENT�ON�THE�PHASE�OF�THE�BUSINESS�CYCLE��WHICH�PROVIDES�SCOPE�FOR
THE� AUTOMATIC� STABILISERS� TO�WORK�� )N� THIS�WAY� IT� IS� POSSIBLE� TO� REFRAIN� FROM� A
PROCYCLICAL�FISCAL�POLICY��!�MEDIUMTERM�GOAL�OF�A�PUBLIC�SECTOR�BUDGET�SURPLUS
EQUIVALENT� TO� �� PER� CENT� OF�'$0� SHOULD� ALSO� BE� COMPATIBLE� TO� SOME� EXTENT
WITH�CONDUCTING�AN�ACTIVE�FISCAL�POLICY��WITH�THE�AIM�OF�MODERATING�SWINGS� IN
THE�BUSINESS�CYCLE�WITHOUT�RISKING�EXCESSIVE�DEFICITS�DURING�DOWNTURNS�

!DJUSTING� THE� PUBLIC� SECTOR� FISCAL� BALANCE� TO� CYCLICAL� BEHAVIOUR� PRESUPPOSES
THAT�EXPENDITURE� IS�UNDER�CONTROL� AND�� AS� A� RESULT� THEREOF�� FISCAL�POLICY�ENJOYS
STRONG� CREDIBILITY�� +EEPING� EXPENDITURE� UNDER� THE� ESTABLISHED� CEILINGS� IS� A
FUNDAMENTAL� TARGET�� 3INCE� THE� ����� BUDGET�� NEW� AND� STRICTER� RULES� FOR� THE
CENTRAL� GOVERNMENT� BUDGET� PROCESS� HAVE� BEEN� PUT� INTO� PRACTICE�� 4HESE� RULES
INCLUDE�A�PROVISION�WHEREBY�THE�2IKSDAG��IN�CONNECTION�WITH�THE�'OVERNMENTÖS
3PRING� "UDGET� "ILL�� ESTABLISHES� NOMINAL� EXPENDITURE� CEILINGS� FOR� EACH� CENTRAL
GOVERNMENT� EXPENDITURE�� EXCLUDING� INTEREST� PAYMENTS�� 3UCH� EXPENDITURE
CEILINGS� HAVE� BEEN� ESTABLISHED� FOR� THE� YEARS� ��������� AND� MEAN� THAT� THE
EXPENDITURE�ITEMS�FOR�WHICH�CEILINGS�HAVE�BEEN�ESTABLISHED�WILL�NOT�BE�ALLOWED
TO� RISE� BY� MORE� THAN� ���� PER� CENT� IN� THE� COMING� THREEYEAR� PERIOD�� 4HE
ESTABLISHED� EXPENDITURE� CEILINGS� CANNOT� BE� EXCEEDED� WITHOUT� THE� 2IKSDAG
PASSING�A�RESOLUTION�TO�THAT�EFFECT�

%XPENDITURE�WAS�HELD�UNDER�THE�EXPENDITURE�CEILING�BY�A�WIDE�MARGIN�IN������
)N������THERE�APPEARED�TO�BE�SOME�RISK�IN�THE�AUTUMN�THAT�THE�CEILING�WOULD�BE
EXCEEDED�� 4O� AVOID� SUCH� A� POSSIBILITY�� MEASURES� HAVE� BEEN� TAKEN� TO� REDUCE
CERTAIN� EXPENDITURE�� )F� THE� EXPENDITURE� CEILING� FOR� ����� THREATENS� TO� BE
EXCEEDED��MEASURES�WILL�BE�TAKEN�TO�LIMIT�CENTRAL�GOVERNMENT�EXPENDITURE�

"EGINNING�IN������A�BALANCED�BUDGET�REQUIREMENT�APPLIES�TO� LOCAL�AND�COUNTY
GOVERNMENTS�� 4HIS� REQUIREMENT� MEANS� THAT� REVENUE� AND� EXPENDITURE� MUST
BALANCE�� )N� PRACTICE� THE� EXPENDITURE� OF� THE� LOCAL� GOVERNMENT� SECTOR�� WITH� A
GIVEN� TAX� LEVY�� IS� ALSO� LIMITED� BY� THIS� REQUIREMENT�� (OWEVER�� THE� ECONOMIC
CONDITIONS� OF� THE� VARIOUS� MUNICIPAL� AND� COUNTY� GOVERNMENTS� DIFFER
CONSIDERABLY�OWING�TO�SUCH�REASONS�AS�DEMOGRAPHIC�CHANGES�

4HE� DIRECTION� OF� FISCAL� POLICY� IS� NOT� DECIDED� BY� CURRENT� BUSINESS� CONDITIONS
ALONE�� 4HE� UNDERLYING� GROWTH� AND� THE� WAY� IN� WHICH� THE� LABOUR� MARKET
FUNCTIONS� ARE� ALSO� IMPORTANT��7AGE� FORMATION� PLAYS� A� PARTICULARLY� SIGNIFICANT
ROLE� HERE�� !� WAGE� FORMATION� PROCESS� THAT� FUNCTIONS� WELL� AND� A� BETTER
FUNCTIONING� LABOUR� MARKET� INCREASE� THE� LEVEL� OF� PRODUCTION�� WHICH� IS
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COMPATIBLE� WITH� THE� MAINTENANCE� OF� LOW� INFLATION� Ó� A� SITUATION� THAT� IS� ALSO
REFLECTED�IN�STRONGER�PUBLIC�FINANCES��!�CENTRAL�GOVERNMENT�COMMISSIONER�HAS
RECENTLY� SUBMITTED� PROPOSALS� TO� THE� 'OVERNMENT� FOR� CHANGES� IN� THE� RULES
SURROUNDING� WAGE� NEGOTIATIONS�� INCLUDING� A� STRENGTHENED� MEDIATION� FUNCTION
AND�CERTAIN�RESTRICTIONS�ON�THE�RIGHT�TO�TAKE�INDUSTRIAL�ACTION�

7EAK�GROWTH�ASSOCIATED�WITH�STRUCTURAL�PROBLEMS�MUST�NOT�RESULT� IN�A�WEAKER
FISCAL� POLICY�� 4HE� MAJOR� EFFORT� TO� PROMOTE� EDUCATION� IS� AN� IMPORTANT
COMPONENT� OF� A� STRATEGY� FOR� INCREASED� GROWTH�� !NOTHER� IMPORTANT� FACTOR
AFFECTING�GROWTH�IS�THE�DESIGN�OF�THE�TAX�SYSTEM��!S�A�RESULT�OF�THE�FAVOURABLE
DEVELOPMENTS�IN�THE�PUBLIC�FINANCES��SCOPE�CAN�BE�FOUND�FOR�CERTAIN�CHANGES�IN
THE� TAX� SYSTEM� IN� THE� COMING� YEARS�� 4HEREFORE� THE� 'OVERNMENT� HAS� INVITED
REPRESENTATIVES� OF� ALL� THE� PARTIES� IN� THE� 2IKSDAG� TO� DISCUSSIONS� ON� THE� FUTURE
DIRECTION�OF�TAX�POLICY��!�STARTINGPOINT�IN�THIS�OVERHAUL� IS�THAT�THE�TAX�SYSTEM
WILL�BE�CHARACTERISED�BY� SIMPLICITY� AND�UNIFORMITY��WITH�A�BROAD� TAX�BASE� AND
LOW�TAX�RATES�

)6� &ORECAST�FOR�THE�#OMING�9EARS

%CONOMIC�/UTLOOK

4HE�CONSOLIDATION�OF�PUBLIC�FINANCES�AND�STABLE�MONETARY�CONDITIONS�HAVE�LAID
THE� FOUNDATION� FOR� FAVOURABLE� GROWTH� IN� PRODUCTION� AND� EMPLOYMENT� IN� THE
NEXT�FEW�YEARS��4HE�CURRENT�INTERNATIONAL�ECONOMIC�SLOWDOWN�IS�PARTIALLY�OFFSET
BY� A� STRONG� GROWTH� IN� DOMESTIC� DEMAND�� 4HE� GROWTH� IN� 3WEDENÖS� '$0� IS
ESTIMATED�TO�AMOUNT�TO�����PER�CENT�IN������AND�ABOUT�����PER�CENT�IN�THE�YEARS
�����AND������

)N�/CTOBER� ������ IN� CONNECTION�WITH� THE� �����"UDGET�"ILL�� THE�'OVERNMENT
GAVE� ITS� ASSESSMENT� OF� THE� ECONOMIC� OUTLOOK� UP� TO� AND� INCLUDING� �����
)NFORMATION� RECEIVED� SUBSEQUENTLY�� ESPECIALLY� CONCERNING� THE� INTERNATIONAL
SITUATION��HAS�CAUSED�A�MODEST�DOWNWARD�REVISION�OF� THE�GROWTH�FORECAST� FOR
THE�NEXT�TWO�YEARS�

4HE�ECONOMIC�CRISIS�IN�!SIA�AND�ELSEWHERE�AND�UNREST�IN�THE�FINANCIAL�MARKETS
HAS� CAUSED� CONSIDERABLE� UNCERTAINTY� IN� ASSESSING� INTERNATIONAL� DEVELOPMENTS�
4HE�FORECAST�ASSUMES�A�STABILISATION�OF�THE�INTERNATIONAL�FINANCIAL�SYSTEM�AND�A
MODEST�RECOVERY�IN�THE�*APANESE�ECONOMY�IN�������WHICH�WILL�THEN�STRENGTHEN
SUCCESSIVELY�IN������AND�������!�GROWING�NUMBER�OF�SIGNS�POINT�TO�A�DOWNTURN
IN�GROWTH�IN�THE�5NITED�3TATES��AT�THE�SAME�TIME�THAT�THE�PROSPECTS�FOR�GROWTH
IN�THE�%5�HAVE�MODERATED�SOMEWHAT��)N������GROWTH�IN�'$0�IS�ESTIMATED�TO
AMOUNT�TO�ABOUT�����PER�CENT�FOR�THE�/%#$�AREA�AND�TO������PER�CENT�FOR�THE
%5�AREA�
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&AVOURABLE� MONETARY� CONDITIONS� AND� STRONGER� PUBLIC� FINANCES� WILL� FORM� THE
BASIS�OF�RELATIVELY�GOOD�GROWTH�IN�%UROPE�DURING�THE�FORECAST�PERIOD��'ROWTH
IN� THE� COUNTRIES� OF� THE� %5� IS� ESTIMATED� AT� ���� PER� CENT� IN� ����� AND� �����
'ROWTH�IN�THE�/%#$�AREA�AS�A�WHOLE�IS�EXPECTED�TO�COME�TO�JUST�OVER���PER
CENT�A�YEAR�

&AVOURABLE�CONDITIONS� IN� THE�3WEDISH�ECONOMY�SHOULD� LEAD� TO� RELATIVELY�HIGH
GROWTH�IN�THE�NEXT�FEW�YEARS��4HE�INTEREST�RATE�ON�TENYEAR�GOVERNMENT�BONDS
HAS�BEEN�BROUGHT�DOWN�TO�ITS�LOWEST�LEVEL�FOR�SEVERAL�DECADES�AND�AT�THE�SAME
TIME�� THE� INTEREST� RATE� DIFFERENTIAL� AGAINST� THE� EURO� AREA� HAS� BEEN� REDUCED� TO
ABOUT�����PERCENTAGE�POINTS��4HE�INFLATION�RATE�IS�LOW�AND�STABLE��$URING�����
CONSUMER� PRICES� HAVE� FALLEN� SLIGHTLY�� (OWEVER� TEMPORARY� FACTORS� SUCH� AS
CHANGES� IN� CERTAIN� TAXES� AND� SUBSIDIES� PARTLY� ACCOUNT� FOR� THIS� DECLINE�� 4HE
UNDERLYING�RATE�OF� INFLATION� IS�ESTIMATED� TO�BE�ABOUT���PER� CENT��$URING�����
THE� CONSUMER�PRICE� INDEX� IS� EXPECTED� TO� INCREASE�BY� A� LITTLE�MORE� THAN� �� PER
CENT�� 4HE� LOW� INFLATION� HAS� MADE� IT� POSSIBLE� FOR� THE� 2IKSBANK� TO� LOWER� ITS
INSTRUMENTAL� RATE� ON� FOUR� OCCASIONS� BY� A� TOTAL� OF� ����� PERCENTAGE� POINTS�
-ARKET� INTEREST� RATES� ARE� EXPECTED� TO� FALL� A� LITTLE� MORE� IN� EARLY� ������ BUT� TO
BEGIN�TO�RISE�TOWARDS�THE�END�OF�THE�YEAR� IN�BOTH�3WEDEN�AND�THE�REST�OF� THE
WORLD��OWING�TO�STRONGER�ECONOMIC�GROWTH�

"Y�PURSUING� AN� ECONOMIC�POLICY�WHICH� CONTINUES� TO� EMPHASISE� LOW� INFLATION
AND�SURPLUSES�IN�THE�PUBLIC�FINANCES�AND�THE�CURRENT�ACCOUNT��CONFIDENCE�IN�THE
3WEDISH�ECONOMY� IS� STRENGTHENING�AND� THUS�CONDITIONS� FOR� A� STABLE� EXCHANGE
RATE� IN� THE� LONG� TERM�ARE� IMPROVING��0ARTICIPATION� IN� THE�%UROPEAN� EXCHANGE
RATE� MECHANISM�� %2-��� CAN� BE� VIEWED� AS� A� NATURAL� STEP� TOWARDS� POSSIBLE
3WEDISH�PARTICIPATION�IN�%-5�

4HE�3WEDISH�KRONA�HAS�A�FLOATING�EXCHANGE�RATE��4HEREFORE�SOME�FLUCTUATION�IN
THE� EXCHANGE� RATE� IS� NATURAL�� $URING� ����� AND� ����� THE� EXCHANGE� RATE� HAS
FLUCTUATED��BUT�THERE�HAS�NOT�BEEN�ANY�DEFINITE�TREND��-ORE�RECENTLY��THE�KRONA
HAS� WEAKENED� IN� CONNECTION� WITH� THE� UNREST� IN� THE� INTERNATIONAL� FINANCIAL
MARKETS��4HE�WEAKENING�OF�THE�KRONA�APPEARS�TO�BE�UNWARRANTED�IN�VIEW�OF�THE
ECONOMIC� FUNDAMENTALS� SHOWING� FAVOURABLE� GROWTH�� LOW� INFLATION�� STABLE
CURRENT�ACCOUNT�SURPLUS�AND�INCREASING�BUDGET�SURPLUSES�IN�THE�PUBLIC�SECTOR�
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%XPORT� GROWTH� HAS� WEAKENED� IN� ����� COMPARED� WITH� THE� MOST� RECENT� FOUR
YEARS��WHEN�EXPORTS�ON� AVERAGE� GREW�MORE� THAN����PER� CENT� A� YEAR�� 3WEDISH
EXPORTS� TO�!SIA�HAVE�DECLINED�SHARPLY��(OWEVER�THIS�DECLINE� IS�PARTIALLY�OFFSET
BY� THE� CONTINUING� GROWTH� OF� EXPORTS� TO� THE� %UROPEAN� MARKET�� !N� EXPECTED
DOWNTURN� IN� THE� INTERNATIONAL� INDUSTRIAL� OUTLOOK� IN� ����� WILL� LEAD� TO� FURTHER
RESTRAINTS� ON� THE� GROWTH� OF� 3WEDISH� EXPORTS��WHICH� ARE� LARGELY� COMPOSED� OF
MANUFACTURED�GOODS�

$OMESTIC� DEMAND� IS� EXPECTED� TO� BE� THE� ENGINE� OF� GROWTH� IN� THE� 3WEDISH
ECONOMY� IN� THE� PERIOD� COVERED� BY� THE� FORECAST�� !FTER� SEVERAL� YEARS� OF� VERY
WEAK� GROWTH�� THE� CONDITIONS� FOR� SIGNIFICANT� GROWTH� IN� HOUSEHOLD� DISPOSABLE
INCOME�NOW�EXIST��$ECLINING�INTEREST�RATES�HAVE�HELPED�STRENGTHEN�THE�FINANCIAL
POSITION� OF� HOUSEHOLDS� APPRECIABLY� IN� RECENT� YEARS�� $OMESTIC� CONFIDENCE� IN
ECONOMIC�DEVELOPMENTS� IN�3WEDEN� IS� INTACT�� DESPITE� THE� INTERNATIONAL� UNREST�
!FTER�SEVERAL�YEARS�OF�WEAK�CONSUMPTION��THERE�IS�A�PENTUP�DEMAND�FOR�CAPITAL
AND� OTHER� GOODS�� &AVOURABLE� DEVELOPMENTS� IN� THE� LABOUR� MARKET�� COMBINED
WITH� LOWER� INTEREST� RATES��WILL� CREATE�CONDITIONS� FOR� A� CONSIDERABLE� INCREASE� IN
PRIVATE�CONSUMPTION�

4ABLE���"ASIC�%CONOMIC�)NDICATORS
0ERCENTAGE�CHANGE

���� ���� ���� ���� ����

$EMAND�AND�/UTPUT
0RIVATE�CONSUMPTION ��� ��� ��� ��� ���
'OVERNMENT�CONSUMPTION ��� ��� ��� ��� ���
)NVESTMENT ��� ��� ��� ��� ���
#HANGE�IN�STOCKS ��� ��� ��� ��� ���
%XPORTS ���� ��� ��� ��� ���
)MPORTS ���� ��� ��� ��� ���
'$0 ��� ��� ��� ��� ���
+EY�)NDICATORS
)NFLATION��$EC$EC ��� ��� ��� ��� ���
(OURLY�WAGE�INCREASE ��� ��� ��� ��� ���
4ENYEAR�GOVERNMENT�BOND
INTEREST��LEVEL	

��� ��� ��� ��� ���

%XCHANGE�RATE��%#5�INDEX ����� ����� ����� ����� �����
%MPLOYMENT ��� ��� ��� ��� ���
5NEMPLOYMENT�LEVEL��PER�CENT ��� ��� ��� ��� ���

3OURCE��-INISTRY�OF�&INANCE�

!FTER� STAGNATING� FOR� TWO� YEARS�� INVESTMENT� HAS� ALSO� TURNED� AROUND� AND� WILL
CONTINUE�TO�GROW�DURING�THE�FORECAST�PERIOD��)N�INDUSTRY��CAPACITY�UTILISATION�IS
HIGH�AND�PROFIT�LEVELS�ARE�RELATIVELY�GOOD��(OWEVER�INVESTMENT�BY�INDUSTRY�WILL
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SLACKEN�IN������AS�A�RESULT�OF�A�REDUCTION�IN�EXPORTS��"UT�INVESTMENT�IS�NEEDED
TO� MEET� GROWING� DEMAND� IN� THE� DOMESTIC� MARKET�� )N� ADDITION� RESIDENTIAL
INVESTMENT�IS�EXPECTED�TO�RECOVER��EVEN�THOUGH�THE�RECOVERY�WILL�START�FROM�A
VERY�LOW�LEVEL�

'$0� IS� ESTIMATED� TO�GROW�BY�����PER� CENT� IN������ AND� THEN� SLOW� TO�����PER
CENT�IN�������!FTER�THAT�GROWTH�IS�EXPECTED�TO�BE�����PER�CENT�A�YEAR��GIVEN�THE
ASSUMPTIONS�PREVIOUSLY�STATED�

$EVELOPMENTS� IN� THE� LABOUR� MARKET� HAVE� BEEN� UNEXPECTEDLY� STRONG� DURING
������*OB�VACANCY�STATISTICS��ETC��INDICATE�THAT�DEVELOPMENTS�WILL�CONTINUE�TO�BE
FAVOURABLE�IN�THE�IMMEDIATE�FUTURE��(OWEVER�THE�WEAKENING�TREND�IN�INDUSTRY
AND�OTHER�AREAS�OF� THE�ECONOMY�WILL� LEAD� TO�A�WEAKER�GROWTH� IN�EMPLOYMENT
DURING�������!FTER�THAT��EMPLOYMENT�IS�EXPECTED�TO�GROW�AT�AN�ANNUAL�RATE�OF
ABOUT���PER�CENT��/PEN�UNEMPLOYMENT�IS�ESTIMATED�TO�FALL�FROM�AN�AVERAGE�OF
����PER�CENT�IN������TO�����PER�CENT�IN������

0UBLIC�&INANCES

)N������PUBLIC�FINANCES�SHOW�A�BUDGET�SURPLUS�FOR�THE�FIRST�TIME�IN�EIGHT�YEARS�
'IVEN� THE�MACROECONOMIC�DEVELOPMENTS�DESCRIBED�PREVIOUSLY�� THE� SURPLUS� IS
ESTIMATED� TO� BE� ABOUT� �� PER� CENT� OF� '$0� IN� ������ 4HEREAFTER�� IN� VIEW� OF
POLICIES� THAT�HAVE�NOW�BEEN�DECIDED�� THE�BUDGET� SURPLUS�WILL� INCREASE�� )T�WILL
EXCEED���PER�CENT�OF�'$0�IN������AND���PER�CENT�OF�'$0�IN�������-EASURED
ACCORDING� TO�%3!�ACCOUNTING�PRINCIPLES�� THE�BUDGET� SURPLUS� IN� EACH� OF� THESE
YEARS�IS�ESTIMATED�TO�BE�ABOUT�HALF�A�PERCENTAGE�POINT�LOWER�

/WING�TO�AGREED�TAX�REDUCTIONS��AMONG�OTHER�REASONS��TAX�REVENUE��WHICH�WAS
TEMPORARILY� HIGH� DURING� ������ WILL� FALL� AS� A� PERCENTAGE� OF� '$0� DURING� THE
FORECAST�PERIOD��4HE�TAX�RATIO�WILL�BE�REDUCED�BY�NEARLY�TWO�PERCENTAGE�POINTS
BETWEEN� NOW� AND� ������ 4HUS� THE� IMPROVEMENT� IN� THE� FISCAL� BALANCE�WILL� BE
ATTRIBUTABLE�TO�A�SUBSTANTIAL�REDUCTION�IN�EXPENDITURE�AS�A�PERCENTAGE�OF�'$0�
-EASURED�IN�REAL�TERMS��EXPENDITURE�IS�ESTIMATED�TO�BE���PER�CENT�LOWER�IN�����
THAN� IN� ������$ECLINING� INTEREST� EXPENDITURE�WILL� ACCOUNT� FOR� ONE� PERCENTAGE
POINT� OF� THIS� DECREASE� IN� EXPENDITURE�� )T� IS� CHIEFLY� LABOUR� MARKET� RELATED
EXPENDITURE� THAT� WILL� FALL� IN� CONJUNCTION� WITH� DECLINING� UNEMPLOYMENT�� 4HE
UNDERLYING� OR� STRUCTURAL� SURPLUS� WILL� INCREASE� BY� ABOUT� �� PER� CENT� OF� '$0
BETWEEN������AND�������4HE�FISCAL�POLICY�NOW�MAPPED�OUT� IS�EXPECTED�TO�BE
SLIGHTLY� EXPANSIONARY� DURING� ����� AND� SOMEWHAT� CONTRACTIONARY� DURING� ����
AND������

!S�A�RESULT�OF�THE�STATUTORY�BALANCED�BUDGET�REQUIREMENT�FOR�LOCAL�AND�COUNTY
GOVERNMENTS��WHICH�COMES� INTO�EFFECT�AT� THE�BEGINNING�OF� THE�YEAR������� THE
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SECTOR�AS�A�WHOLE�IS�EXPECTED�TO�SHOW�A�BUDGET�SURPLUS��4HIS�SURPLUS�HAS�BEEN
ESTIMATED�AT�ALMOST�����PER�CENT�OF�'$0�

4ABLE���0UBLIC�&INANCES
0ER�CENT�OF�'$0

���� ���� ���� ����

4OTAL�2EVENUE ���� ���� ���� ����
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4RANSFERS ���� ���� ���� ����
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#ENTRAL�GOVERNMENT ��� ��� ��� ����
2ETIREMENT�PENSION�SYSTEM ��� ��� ��� ����
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#HANGE�IN�STRUCTURAL�FISCAL�BALANCE ��� ��� ��� ���
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.ET�DEBT ���� ���� ���� ����
'$0��LEVEL�"ILL�3%+ ����� ����� ����� �����

3OURCE��-INISTRY�OF�&INANCE�

4HE�DISTRIBUTION�OF�THE�BUDGET�SURPLUS�BETWEEN�THE�CENTRAL�GOVERNMENT�AND�THE
NATIONAL�RETIREMENT�PENSION�SYSTEM�WILL�BE�AFFECTED�DURING�THE�FORECAST�PERIOD
BY�THE�AGREED�REFORM�OF�THE�RETIREMENT�PENSION��4HE�RESULT�OF�THE�REFORM��WHEN
FULLY�IMPLEMENTED��WILL�BE�TO�STRENGTHEN�THE�REVENUE�OF�THE�RETIREMENT�PENSION
SYSTEM��WHILE�THE�BUDGET�SURPLUS�OF�THE�CENTRAL�GOVERNMENT�WILL�BE�REDUCED�BY
AN�EQUIVALENT�AMOUNT��4O�COMPENSATE�FOR�THIS�TRANSFER��IT�HAS�BEEN�DECIDED�THAT
THERE�WILL�BE�A�TRANSFER�OF�FUNDS�FROM�THE�.ATIONAL�0ENSION�&UND�TO�THE�CENTRAL
GOVERNMENT�FOR�THE�AMORTISATION�OF�THE�CENTRAL�GOVERNMENT�DEBT��4HE�SIZE�OF
THIS�TRANSFER�HAS�NOT�BEEN�ESTABLISHED��BUT�PENDING�A�FINAL�DECISION��A�TRANSFER�OF
3%+� ��� BILLION� A� YEAR� WILL� BE� MADE� IN� ����� AND� ������ )N� THE� CALCULATIONS
REPORTED�IN�4ABLE����A�TECHNICAL�ASSUMPTION�HAS�BEEN�MADE�THAT�AN�ADDITIONAL
TRANSFER�OF�3%+�����BILLION�WILL�BE�MADE�������!FTER� THE�PENSION�REFORM�HAS
BEEN� INTRODUCED�� AND� EXCLUDING� THE� TEMPORARY� EFFECTS�� ESTIMATES� ARE� THAT� THE
BUDGET� SURPLUS� IN� THE�PUBLIC� SECTOR� IN������WILL� BE�DISTRIBUTED� IN� SUCH� A�WAY
THAT�THE�CENTRAL�GOVERNMENT�WILL�HAVE�A�BUDGET�SURPLUS�OF�����PER�CENT�OF�'$0�
THE� RETIREMENT�PENSIONS� SYSTEM�A� SURPLUS� EQUIVALENT� TO� ���� PER� CENT� OF�'$0
AND�THE�LOCAL�GOVERNMENTS�A�BUDGET�SURPLUS�OF�����PER�CENT�OF�'$0�

!S� A� CONSEQUENCE� OF� THE� SURPLUS�� THE� CONSOLIDATED� GROSS� DEBT� OF� THE
GOVERNMENT�WILL� BE� REDUCED�� BEGINNING� IN������4HEREFORE� THE� DEBT� RATIO�WILL
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DECLINE�MARKEDLY��4HE� ASSUMED� TRANSFER� OF� FUNDS� FROM� THE�.ATIONAL� 0ENSION
&UND�TO�THE�CENTRAL�GOVERNMENT�WILL�HELP�TO�REDUCE�THE�CONSOLIDATED�GROSS�DEBT
BY�MORE�THAN���PER�CENT�OF�'$0�

6)� 3ENSITIVITY�!NALYSIS

0UBLIC� FINANCES� IN� 3WEDEN� HAVE� A� RELATIVELY� HIGH� SENSITIVITY� TO� CYCLICAL
DEVELOPMENTS�AND�CHANGES�IN�THE�RATE�OF�GROWTH��4HE�FISCAL�BALANCE�IN�3WEDEN
HAS� HISTORICALLY� FLUCTUATED� SUBSTANTIALLY� OVER� THE� BUSINESS� CYCLE�� )T� IS� WORTH
POINTING� OUT� THAT� THESE� SWINGS� HAVE� BEEN� LARGELY� A� MANIFESTATION� OF� A
DISCRETIONARY�CONTRACYCLICAL�FISCAL�POLICY��RATHER�THAN�THE�AUTOMATIC�FUNCTIONING
OF�THE�TAX�AND�TRANSFER�SYSTEMS�

!� NUMBER� OF� SENSITIVITY� ANALYSES� OF� THE� PUBLIC� FINANCES� WERE� REPORTED� IN
CONNECTION�WITH�THE������3PRING�"UDGET�"ILL�AND�THE������"UDGET�"ILL��4HESE
ANALYSES� CONSIDERED� ALTERNATIVE� PATHS� OF� DEVELOPMENT� FOR� THE� 3WEDISH
ECONOMY��4HE�STARTINGPOINT�FOR�THESE�SENSITIVITY�ANALYSES�IS�THAT�'$0�GROWTH
IN�THE�NEXT�FEW�YEARS�WILL�BE�WEAKER�THAN�ESTIMATED��AT� THE�SAME�TIME�CURRENT
TAX� AND� EXPENDITURE� REGULATIONS� REMAIN� UNCHANGED�� !CCORDING� TO� THESE
CALCULATIONS�� THE� FISCAL� BALANCE� WILL� WORSEN� OVER� A� TWOYEAR� PERIOD� BY� THE
EQUIVALENT�OF��������PER�CENT�OF�'$0�FOR�EACH�PERCENTAGE�POINT�THAT�THE�REAL
'$0�LEVEL�DEVIATES�FROM�A�BASE�SCENARIO��4HE�CALCULATIONS�ALSO�SHOW�THAT�THE
PUBLIC� FINANCES� ARE� AFFECTED� DIFFERENTLY�� DEPENDING� ON� THE� FACTORS� BEHIND� THE
WEAKER� GROWTH�� 4HE� SHIFTING� COMPOSITION� OF� '$0� AND� DIFFERENCES� IN� HOW
WAGE�FORMATION�IS�ADJUSTED�MEANS�THAT�THE�TAX�BASE�AND�PUBLIC�EXPENDITURE�WILL
BE� AFFECTED� IN� DIFFERENT� WAYS�� 'ENERALLY� SPEAKING�� A� RECESSION� GENERATED� BY
WEAKER�INTERNATIONAL�GROWTH�WILL�AFFECT�THE�PUBLIC�FINANCES�LESS�THAN�A�RECESSION
THAT�IS�DETERMINED�CHIEFLY�BY�DOMESTIC�FACTORS�

4HE�SENSITIVITY�OF�THE�PUBLIC�FINANCES�TO�SWINGS�IN�THE�BUSINESS�CYCLE�HAS�BEEN
REDUCED� IN� THE� PAST� DECADE� BY� A� SERIES� OF� DECISIONS�� !� COMPREHENSIVE� TAX
REFORM�AT� THE�BEGINNING�OF�THE�����S�REDUCED�THE�MARGINAL� TAXES�AND� THEREBY
THE�SCALE�OF�THE�LARGE�STABILISERS�THAT�HAD�PREVIOUSLY�BEEN�BUILT�INTO�THE�TAXATION
OF� INCOME�� 4HE� BALANCED� BUDGET� REQUIREMENT� APPLYING� TO� LOCAL� GOVERNMENTS
RESTRICTS�THE�POSSIBILITY�OF�FINANCING�THEIR�ACTIVITIES�BY�BORROWING�IN�PERIODS�OF
WEAK�REVENUE�GROWTH�

!CCORDING� TO� THE� GUIDELINES� FOR� THE� #ONVERGENCE� 0ROGRAMMES�� THESE
0ROGRAMMES�WILL�ALSO�REPORT�SENSITIVITY�CALCULATIONS�INDICATING�HOW�THE�INTEREST
RATE� LEVEL� AFFECTS� THE� PUBLIC� FINANCES�� !� PARTIAL� ASSESSMENT� OF� THE� IMPACT� OF
INTEREST�RATES�ON�PUBLIC�SECTOR�EXPENDITURE�SHOWS�THAT�A�ONE�PERCENTAGE�POINT
INCREASE� IN� THE� LONGTERM� INTEREST� RATE� LEADS� TO� AN� INCREASE� IN� INTEREST
EXPENDITURE�IN�THE�PUBLIC�SECTOR�OF�ABOUT�3%+����BILLION��WHICH� IS�EQUIVALENT
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TO�����PER�CENT�OF�'$0��(OWEVER�THE�PUBLIC�SECTORÖS�INTEREST�REVENUE�WILL�ALSO
RISE�BY�ABOUT�3%+���BILLION��4HEREFORE�THE�NET�EFFECT�ON�THE�PUBLIC�SECTOR�FISCAL
BALANCE�IS�LIMITED�TO�ABOUT������PER�CENT�OF�'$0�


