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foreword

he Social Insurance Book 2001 is the latest in the series of periodic

publications from the National Social Insurance Board aimed

at providing an overall review and discussion of important and
topical issues relating to social insurance.

The theme of this third volume is Welfare for the Elderly.

Now that the pension issue has been resolved, eldercare is the area of
public spending where demographic trends are most likely to cause
serious financing difficulties some twenty years from now. Saving in
one or more “eldercare fund” might be a way of spreading the burden
of costs between different generations of the working population, thus
reducing the risk of having to introduce heavy tax increases as a last
resort to maintain eldercare at a respectable level. It might also be hoped
that a positive yield on fund investment would lead to lower taxation
and keep proposed insurance charges down to a minimum.

A special savings scheme to finance future eldercare would inevitably
cost money. One or two per cent of GbP might suffice to achieve an
effective spreading of costs, though with wide variations for different
assumptions of growth in expenditure and yield from funds. It is scar-
cely likely that an equivalent amount could be raised using a voluntary
eldercare insurance scheme. A compulsory social insurance scheme also
offers other important advantages.

However, if a fund for demographic equalization is to be linked to the
issue of eldercare, we have to act quickly. Today, the generation of the
forties is still at work, but the time for their retirement is approaching.
For a further 10—20 years, the ratio of very old people to the rest of the
population will be significantly lower than later on. It is thus now that
the conditions exist for consciously planning a fairer distribution of
costs between the generations.

To "lock away” money today for tomorrow’s eldercare may seem to be
an unnecessary infringement of the free — and at any given moment of
time, wise — right of disposal of resources. However, it is not certain
that such savings in public finances will be available at all unless a
broad consensus can be reached on a good cause to save for. If people
can be convinced of the wisdom of creating a buffer today for the old
of tomorrow, we will have achieved two aims. The public finances savings
goal becomes both more realistic and easier to understand. People will
have greater trust in society’s ability to provide many more old people
in the future with the care necessary to ensure a dignified old age.
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Eldercare insurance?
— some conclusions

Like many other countries, Sweden is facing a national economic supply
problem due to demographic developments. In less than ten years from
now, the large generation of those born in the 1940s will begin their
transition from gainful employment to retirement. As they continue
to grow older, these people will become consumers of care services on
an ever greater scale. It is a well-known fact that the final year of life,
regardless of the age at which it occurs, can be extremely care-intensive.
Moreover, many forms of care themselves promote longevity, while others
are by their nature preventive, postponing until later the need for further
care. A lively debate has lately arisen concerning our ability to finance
the future cost of eldercare. Here we discuss the possibility of saving
today so as to spread the costs of eldercare more fairly among different
generations. We also discuss whether the present system, which puts
the responsibility for financing eldercare on the municipalities, is the
best way to ensure a fair deal for those requiring care in old age. An
eldercare insurance scheme might also prove to be a solution for the
municipalities. When the national supplementary pension scheme (aTp)
was first introduced, contributions were collected earlier

than was actually justified by expenditure on pensions
at the time. This resulted in the National Pension
Fund (ap), which now acts as a buffer between the
generations that will enable us to cope with
the demographic pressure on pensions.

Should we take a similar approach to
the cost of eldercare? In other words,
should society put aside funds now in
order to help finance the expected rise

in eldercare costs after 2020?

There is very little we can do to
influence demographic trends in Sweden T
during the next few decades. Those oo
entering the workforce after 2015 will ”" ,V
be the small birth cohorts of the 1990s ,_. ’
and onwards. The number of persons O 4
of working age is beginning to decline.

Meanwhile, people are expected to live longer by several years on average,
leading to a successive aging of the population in Sweden. Today, there
are just over 8 persons older than 8o for every 100 persons aged 20—64.
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In 2030, the equivalent ratio will be almost 15 to 100, according to the
main alternative in the most recent population forecast from the National
Statistics Office of Sweden (scB) —almost twice the proportion. During
the early 2010s, on the other hand, it is possible that the population
aged over 8o will decline, both in relation to the size of the working
population and in absolute numbers. There is thus still time to prepare
the national economy for the strain that eldercare expenditure will
eventually exert on it. Knowing from experience how long it takes for
any new system to gain political and juridical acceptance, it is high
time we gave the matter serious thought.

In the Swedish model, both pensions and nursing-and-care services
are organized primarily as redistribution (“pay-as-you-go”) systems, that
is to say, payments by the working population in the form of taxes and
contributions are not invested in funds but are used to finance current
pensions for retired people, health and medical care for all citizens and
public welfare programmes. Society’s commitment to care of the elderly
is important for the welfare of the individuals themselves and of their
relatives. As the ratio of old people to the working population increases,
the society’s commitments become considerable. It is also important
that individuals in their fifties as well as their relatives are informed
today of the extent to which society will provide for these needs in ten
or twenty years’ time. This can have a decisive effect on how such indivi-
duals view the need to save personally for
their own future eldercare. Up to now,

the Swedish model has guaranteed a
relatively high minimum standard of
living for old people. If this is to
continue, perhaps it is important for
people to start saving together to-
wards a collective “insurance” to
help finance tomorrow’s elder-
care. Unless we act now, an intol-
erably heavy burden is likely to fall on
the younger members of the working popu-
lation who will ultimately have to foot the
bill for both pensions and care.

For more than 10 years now, the form and financing of the national
pension scheme has been the subject of heated debate and extensive
reform. Now that the new pension scheme is in place, there is a certain
time logic in putting eldercare next in line for discussion. The Social
Insurance Book 2001 is devoted to this theme. The following section
deals with aging from a medical perspective. Medical experts warn us
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that the population will continue to age and life expectancy will continue
to grow. This may also spell increased costs for eldercare. However,
extrapolating the future cost of eldercare for different age groups solely
on the basis of present-day trends is likely to result in an overestimation,
since we should also take into account the likelihood of our becoming
healthier. In the next section but one, we discuss the cost of eldercare
in the future.

For the remainder of this section, we discuss whether an eldercare
insurance scheme might provide a possible answer to the growing burden
of support and how such a scheme might be organized.

One option when designing an insurance scheme is to invest in a
fund, in which case we must also decide the extent. In a distribution
system, the future scope of any scheme is “insured” or “guaranteed” by
future production, that is, economic growth (and, of course, by future
political commitment and the importance accorded to the distribution
factor). In a fund-based system, this is governed by the capital market
and potential return on investment. In a later section, we present a
historical review of the yield from the capital market and discuss some
of the problems associated with expected return on investment.

An eldercare insurance scheme - what form should it take?

At present, municipalities are responsible for providing eldercare within
the framework of public obligations. In practice, the municipal contri-
bution functions as a complement to that of relatives, but with a “high
cost ceiling” above which the municipality assumes main responsibility
for the cost of more intensive care. The question for the future is thus:
will relatives be forced to contribute more as public resources dwindle
— or will society be able to maintain its present level of support to
individuals?

Municipal services are financed largely through local taxation. To
supplement revenue-based financing, old people pay charges for nursing
care, though these cover less than 10 per cent of total costs (estimates
vary). Considerable variations exist between municipalities and between
recipients with different financial backgrounds.

The thought behind eldercare insurance is that it should take over
the financing responsibility of the municipalities. Collecting insurance
contributions partially in advance might ease the pressure on the future
support system — coming generations smaller than that of the 1940s
need to be relieved of some of the burden if equality is to be achieved
between generations. Today’s eldercare has also been criticized for being
under-dimensioned and below standard. Furthermore, there are fears
that “the helping hand” may not be found when the large cohorts need
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it. An insurance scheme promises to increase available resources for
nursing and care of the elderly, while at the same time providing an
element of individual choice.

When designing an eldercare insurance scheme, we are faced with
a number of options. An insurance scheme can be

voluntary or obligatory, run by the state or by private
enterprise and funded or unfunded — in the latter
case, often called a pay-as-you-go sheme it would con-
tinue to be financed through taxes and charges as at
present. Some combinations are out of the question.
For example, it is impossible to have an
insurance scheme that is both voluntary
and unfunded. On the other hand, an
obligatory scheme may be funded
or unfunded and be oper-
ated by the state or
by private enter-
prise.

Pay-as-you-go system or fund-based system

There are a number of fundamental differences between a pay-as-you-
go system and a fund-based system. One is that a fund-based system
consists of fund capital, the interest on which can produce a market

yield. A pay-as-you-go system is financed by taxes and/or charges, which
increase with economic growth. However, as far as financial flows are
concerned, a fully fund-based system works like a pay-as-you-go system
with a demographic buffer fund (such as the national pension scheme
with its AP fund). The net flow of money from the fund is governed by
the demographic surplus or deficit of the insured community.

Pay-as-you-go and fund-based systems differ in another respect.
In pay-as-you-go systems, there is an implicit social contract between
the generations, while in purely fund-based systems the contract is
explicit. Regardless of the nature of the contract, however, it is a matter
of mortgaging future production results, a mortgage which can vary in
size depending on difference in yield from the two forms. If both
systems achieve exactly the same yield, the country will have mortgaged
the same future share of production potential, irrespective of whether
the system is fully fund-based or a pay-as-you-go system with a demo-
graphic buffer fund. Something in between a pay-as-you-go system
and a fund-based system, with a buffer fund linked to a pay-as-you-go
system to balance excessive demographic pressures, would seem to be
the most suitable solution for Sweden.
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If an 7eldercare fund” was able to provide a higher yield than the
rate of growth in gross national product (Gpp) and revenue basis at
unchanged tax rates in per cent, this fund might also ease the general
sacrifice necessary to achieve a given level of service in eldercare for
some decades to come. The question of the size of the yield is thus of
great significance, and is discussed in a later section.

Private or social

Sweden has a long tradition of providing public (and obligatory) state-
run social insurance schemes, though with extensive contractual supple-
ments in certain systems. Old age pension, sickness benefit and disability
pension are examples of major social insurance schemes.

Eldercare is not in itself a form of insurance. Rather, in its present
form, it consists of a guaranteed minimum level of service from the
public sector. As with health and medical care, the provision of eldercare
is governed by individuals needs, but also by the ability of people to
express these needs and request the services of society. Furthermore,
the municipalities and county councils alone control the output of
nursing and care services and thus influence what is in fact available.

In none of these areas does the difference between private and social
insurance constitute a clear dividing line, and many combinations of
financing, production and consumption are possible. Admittedly, there
are other differences. Private financing almost always means that insur-
ance is differentiated according to risk. The spreading of risks between
groups that can be achieved by public insurance is not an option. Even
when private insurance is regulated so as to outlaw risk differentiation,
there are always ways of discouraging the bad risks and “taking the
cream of the crop”. Still, the most important dividing line runs not
between social and private, but between voluntary and obligatory.

Voluntary or obligatory

Voluntary insurance has the advantage of providing the individual with
a choice. However, it gives rise to the kinds of problem that usually
justify going for a social insurance scheme instead. Some people choose
to “get a free ride”, cynically calculating that society will be there to
help them even if they do not take out a policy. What usually distin-
guishes a private insurance policy is that the contribution is different-
iated according to risk — those constituting the best risks from the
viewpoint of the insurance company pay less, or they might even be the
sole category covered. In areas where distribution aspects may be consid-
ered to have high priority, Sweden has normally chosen collective obliga-
tory insurance rather than voluntary insurance.
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If Sweden decides to introduce an eldercare insurance scheme, it
ought to be obligatory. However, this does not preclude the use of
insurance products offered on the private market for needs beyond
those covered by the public sector. It is, nevertheless, important for
individuals to know the full extent of coverage by social insurance
schemes so that they may take out private insurance policies on top of
these, should they so wish and be able to.

A issue of great interest
In the past two or three years alone, several surveys and proposals have
been presented. S. Félster (Ds 1998:15) and sns (the Economists’ Expert
Group of the Industrial Council for Social and Eco-
nomic Studies) (U. Jakobsson, ed. [1999]) advocate
a voluntary eldercare insurance scheme designed
to protect insured persons against the accumulation
of separate health care charges. However, the
majority of those taking part in the debate — if they
advocate insurance at all — have tended to favour
the obligatory model. This is true of G. Grip and
C. Ortendahl (2000), sxs (L. Séderstrém, et al. [1999])
and P. G. Edebalk and M. Svensson (2000). Folster
(Ds 1998:15) also discusses the possibility of coping
with the expected increase in expenditure by means
of a special tax that could be invested in funds.
There has been no shortage of sceptics and critics,
even regarding eldercare insurance with obligatory
participation —which is viewed as an “earmarked tax”,
e.g. G. Wetterberg (2000) and B. Westerberg (2000).
Also Edebalk and Svensson (2000) list some of the many problems
and difficult choices associated with the concept of insurance.

What have other countries done?

In the majority of non-Scandinavian countries, eldercare and its finan-
cing are organized differently than in Sweden, so the preconditions for
eldercare insurance are likewise different.

Voluntary eldercare insurance is primarily known from the usa,
where there are in reality two publicly financed systems, the Medicaid
and Medicare programmes. Medicare, which is financed by obligatory
premiums from gainfully employed persons, pays the cost of hospital
and nursing-home care, but only for a relatively short period of time.
Otherwise, the Medicaid programme applies. This does not compensate
all the types of costs that are associated with nursing and care in Sweden,
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and compensation is means-tested. To ensure that people are able to
access health care without risking financial ruin, voluntary eldercare
insurance schemes have grown up on the American insurance market.
Eldercare insurance, however, has not been a great success in the usa. It
has been particularly difficult to persuade young people to take out an
insurance policy. The reason may be that they see themselves, rightly or
wrongly, as belonging to low-risk groups — and they find it difficult to
imagine themselves being in need of care in the future.

In Sweden, criticism of voluntary insurance has partly been grounded
in the fear that it might encourage municipalities to charge high fees.
Experience from the usa also highlights other problems. If the premium
is calculated on a strict insurance basis, it becomes more costly for people
in high-risk groups, leading in practice to their exclusion. On the other
hand, the difficulty insurance companies face when calculating a reason-
able premium level can result in insufficient differentiation. This in
itself may reduce the likelihood of excluding high-risk groups, but
instead it makes it hard for companies to attract the more profitable
low-risk groups, since these find the premium too high.

Eldercare insurance schemes account for a negligible part of elder-
care financing in the usa, and the proportion of old people with such
insurance is equally small. A British proposal for voluntary eldercare
insurance was rejected partly on the grounds that not enough people
would be willing to pay the required premium. In Germany, a voluntary
insurance scheme was discussed but later rejected for similar reasons in
favour of an obligatory scheme. As mentioned earlier, the majority of
Swedish proposals have deemed an obligatory insurance scheme to be
superior, for much the same reasons as those given above.

Germany and Japan are the only two countries so far to have intro-
duced public eldercare insurance schemes. Both schemes are obligatory
but differ as regards financing, methods of needs assessment and choice
of care providers to exploit the insurance (see Edebalk and Svensson,
2000). In Germany, both the working population and pensioners are
charged for the insurance. It is administered by special insurance offices
whose own medical advisors assess the level of infirmity and need of
care. The insurance covers medical care and personal nursing both at
home and in special accommodation. However, it does not cover the
kind of services provided, for example, by our own home-help. The
insurance does not provide total coverage of costs, but consists of certain
fixed amounts determined by the level of infirmity. The remainder is
paid by the recipients themselves, by relatives or by social-security pay-
ments. In Germany, care of the elderly was earlier based to a much
larger extent than in Sweden on support from relatives. Social-security
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allowances were granted if there were no children or marriage partners
to provide financial help. The insurance scheme has been introduced
to curb the growth of social security allowances in the future, when the
increased number of old people renders support from relatives inade-
quate. In the case of Germany, the insurance scheme has thus led to an
enhancement of the social rights of old people, while in Sweden most
people already view such rights as normal and take them for granted.

Payments from the German insurance scheme may be made both
to compensate relatives for their support and to finance professional
nursing and care (at home or in special accommodation). The former
of these two forms of compensation has dominated, at least up to a few
years ago.

In Japan, too, care of the elderly has traditionally been characterized
by sizeable contributions from relatives. In the recently introduced
Japanese eldercare insurance scheme, the municipalities are the insurers.
Premiums are paid by all people over 40, including pensioners. It is the
task of the municipalities to set up a team for conducting individualized
needs assessment. The compensation which is then paid out, unlike
that in Germany, is related to the actual cost of the care up to a certain
maximum limit. Recipients themselves decide the type of care and who
is to provide it. However, once again unlike Germany, no compensation
is paid to the recipients’ relatives.

The debate in Sweden

Swedish proposals for voluntary eldercare insurance so far put forward
have roughly the same aim as the American model, that is to say, to
provide some kind of cost ceiling. In Sweden, too, the amount indi-
viduals have to pay for care is means-tested. Individuals are only entitled
to a certain reserved amount once fees have been paid. This has naturally
led to frustration for many people. For example, it creates financial
difficulties for a spouse wishing to continue living in the joint home
after the other partner has been obliged to move to an old people’s
home. The aim is thus to protect the income and assets of the person
requiring care. The proposals have been criticized for giving muni-
cipalities an incentive to charge high fees. It requires legislation or other
rules to prevent municipalities from including insurance payments as
income when charges to individuals are calculated.

With obligatory participation, we no longer have the problem of
high-risk groups being excluded or of low-risk groups not joining. It
also solves the so-called ‘free ride’ problem — that is, people not taking
out insurance because they are convinced society will help them out
anyway when it comes to the crunch.
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A question that must be carefully weighed up is
whether young people should also be expected to
pay or just older people — Grip and Ortendahl
recommend that payments begin at the age of 45.
Apart from the legal difficulties that can arise
in connection with an obligatory charge
based on age, it might be hard to raise

sufficient funds using such an age
limit. Another question to
resolve is whether only gain-
fully employed persons
should pay or whether
pensioners (including
disability pensioners)
and other persons
with incomes
should also be
included.

A further question is
whether the premium should
be the same for everyone or, for instance, comprise a certain percentage
of a person’s income. In pension schemes, it is usual for contributions
to be income-related, at least if pension payments are (the “direct pipe-
line” principle). Eldercare in Sweden has also traditionally been paid
for as a percentage of income (municipal tax). It has thus been part of
an equalization policy aimed not only at achieving equality between
care recipients and non-recipients but also between low and high earners.
A fixed premium must also be relatively low — if everyone is to pay —in
which case, once again, it could prove difficult to bring in sufficient
amounts.

As regards benefits, the same applies as for voluntary insurance
schemes — it is essential to specify the nature of the service, nursing and
care that is to be insured. A wide range of solutions have been discussed,
from schemes providing increased daily service and care to those covering
only more cost-intensive operations — the latter being actually closest
to the classic concept of insurance. The scheme could naturally cover
both kinds. Grip and Ortendahl (2000) themselves offer three alter-
natives in this connection. The insurance might also be used to enhance
quality of life, provide “that little extra” over and above revenue-financed
basic needs. As with voluntary insurance schemes, the difficulty lies in
knowing in advance what will be considered to be a desirable level of
care in the distant future.
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Other questions to resolve are who should decide whether the need
of care exists or not, who should be the insurer — private enterprise, the
state or possibly the municipalities themselves — and so on. In this
connection, the risk of costs spiralling due to being passed on must be
calculated and counteracted. Private insurers are scarcely an option if
income-related charges are adopted. The idea of eldercare services being
dependent on past income and paid-up contributions is foreign to the
Swedish way of thinking.

The proposal from the sns Welfare Policy Board (Soderstrom et
al., [1999]) advocates an obligatory public social insurance scheme. The
reasons given are that the municipality is too small an insuring unit to
be able to spread the risks of an unfavourable demographic structure
and that the municipal equalization system does little to compensate
this. Therefore, financing ought to be organized at state level. The pro-
duction of eldercare may to advantage be decentralized and farmed out
to both private and municipal care providers. Assessment of needs is a
task for the authorities and should continue under their supervision.

The introduction of an obligatory insurance charge, or "earmarked”
tax, could be interpreted as an attempt to exempt one area from the
need to save during an economic downturn. But as Westerberg (2000)
points out, no form of eldercare insurance will ever be able to guarantee
eldercare in every conceivable economic scenario. This circumstance
has been formally taken into account in the “auto-

nomous” reformed pension scheme through the so-
called self-correcting mechanism decided on in
200r1. In a period of strong economic growth,
on the other hand, an insurance scheme
might paradoxically have the effect

of inhibiting the development of

e ° eldercare (Wetterberg [2000]). A

discussion of priorities in the

normal budget process might lead to a more favourable result than if
the resources for eldercare were limited to the money brought in by the
insurance scheme. As pointed out below in the section on the cost of
eldercare, it is natural enough to allow the standard of nursing and care
to rise in keeping with rises in GDP per citizen and the general standard
of consumption.

Proposal for an eldercare fund”

If we regard the pension problem as having been solved, eldercare is the
area of public spending where demographic trends are most likely to
cause serious financing difficulties some twenty years from now. This
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is naturally worrying to people who belong to the generations that can
be adversely affected. An insurance scheme would, in this case, serve to
dampen such anxiety. In several of the analyses referred to above, it has
been observed that an obligatory eldercare insurance may be combined
with saving and fund investment. Saving in one or more “eldercare
fund” would even out the cost burden between different generations of
gainfully employed and reduce the risk of heavy tax increases being
introduced as a last resort to maintain eldercare at a respectable level. It
might also be hoped that a positive yield on fund investment would
lead to lower taxation and keep the proposed insurance charge down to
a minimum. Admittedly, yield from funds is in the nature of a gamble,
as emphasized in one of the following sections. The years leading up to
2025 or thereabouts represent too small a time-span to guarantee that
actual yield will equal, or exceed by a given margin, real economic
growth.

A special savings scheme to finance future eldercare would inevitably
cost money. One or two per cent of DP might suffice to achieve an
effective spreading of costs, though with wide variations for different
assumptions of growth in expenditure and yield from funds. It is scarcely
likely that a similar amount could be raised using a voluntary eldercare
insurance scheme, not to mention other questionable aspects of such a
form of insurance.

An obligatory eldercare insurance scheme could prove an effective
solution to the problem of achieving equal rights for all citizens. It
might also solve the financing difficulties of the municipalities and the
problem of sharing costs between them. As has been pointed out in the
current debate (Edebalk and Svensson), the present system means that
those municipalities offering the best eldercare run a financial risk by
attracting older people. Financing through a social insurance scheme
would ensure that resources went to the people with the greatest need.
Thus, money would be available in those municipalities where nursing
and care were provided.

However, before an obligatory eldercare insurance scheme can be
introduced, there remain many problems to solve and choices to make.
It will be some time before an obligatory insurance scheme can be
decided on with a reasonable degree of political support, even though
eldercare issues are currently being examined in many quarters, including
several authorities and organizations, and several reports are expected
during the coming year. It will take even longer for such an insurance
scheme to be implemented.

However, if a fund for demographic equalization is to be linked to
the issue of eldercare, we have to act quickly. Today, the generation of
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the forties is still at work, but the time for their retirement is approaching.
For another 10—20 years, the ratio of the very old to the rest of the
population will be much more favourable than later on. Thus, it is now
that the conditions exist for consciously planning a even distribution
of costs between the generations.

An obligatory insurance fee is viewed by many as a form of taxation.
An obligatory eldercare insurance scheme involving saving would thus
require an additional transfer of public funds to the eldercare sector.
However, increasing the overall burden of taxation by the necessary
amount over the next few years would almost certainly meet with fierce
political resistance. Perhaps this might not be necessary. One possibility
would be to start out from the current public finances savings target of
2 per cent of Gpp. If the target remains unchanged, it should result in
public net assets being built up over the next few years. See, for example,
the latest Long-Term Planning Commission report (sou 2000:7, appen-
dix 1), H. Olsson and C. J. Nordén (2000). However, under pressure
from those wishing to use any surplus for new expenditure and those
who would prefer to lower taxation, it is no easy task to maintain a
general surplus target. Perhaps it would be easier to achieve a political
consensus for retaining the savings target if the surplus were to be used
for financing future eldercare. If so, a first step would have been taken,
creating a breathing space for the more detailed work of designing a
feasible eldercare insurance scheme. There is a clear parallel here with
the launching of the premium reserve scheme in the reformed pension
system. Appropriations began long before the design of the system was
finalized, the funds being temporarily administered by the National
Swedish Debt Office. The parallel with the supplementary pension
(apP) funds is also highly relevant.

The ap funds were created at a time when the pressure from pension
payments was still moderate. Money from the funds was used to invest
in the future, mainly in housing, thus relieving future generations of
the need to invest a similar amount in housing construction. Scope was
created for future expenditure on pensions.

At the same time, the AP funds will serve as a source of financing
when people born in the 1940s retire. But for this, spending on pensions
would have had to increase considerably, which will not now be necess-
ary. The pension scheme will survive the demographic trauma created
by the generation of the 1940s. Financing has been shared out between
earlier generations and the generation that will be working when the
large number of retirements with pension occurs.

To "lock away” money now for tomorrow’s eldercare may seem to
be an unnecessary infringement of the free — and at any given moment
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of time, wise — right of disposal of resources. However, it is not certain
that such savings in public finances will be available at all unless a
broad consensus can be reached on a good cause to save for. If people
can be convinced of the wisdom of creating a buffer today for the old
people of tomorrow, we will have achieved two aims. The actual savings
goal becomes more realistic and easier to understand, while people may
be reassured of society’s ability to provide many more old people with
the care necessary for a dignified old age in the future.
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Healthier aging
— possible scenarios

The theme of last year’s edition of the
Social Insurance Book was ”After 55
— Welfare, work and leisure”. A

leading thesis of the book was that
there ought not to be so many

old-age and disability pen-

sioners as are assumed by
current forecasts. Instead,
we should continue
working longer on aver-
=%  age. The public system
stipulates no upper age
limit for claiming a pension.
Nevertheless, most people are influ-
enced by some such upper limit deriving from contractual agreements.
Often people have been obliged to retire at 65. With the passage of
time, such contracts have created a norm for what is expected. Most
people today take it for granted that they will retire from working life
at the age of 65 or, preferably, perhaps at 6o. But does the exit from
working life have to be so abrupt? Should not health, work capacity
and what the individual wants be the deciding factors in the decision
to retire, rather than a certain age level?

Statistics reveal that /ife expectancy is still increasing and that people
retain their health up to ever higher age levels. On the basis of such statistics,
is it not reasonable to assume that we will be able to continue working
much longer in future, if we want to and are healthy?

In this section, these questions will be discussed in the light of
current medical research into human aging. During the past few decades,
the science of aging has made great advances. This may be due to more
and more people reaching a ripe old age in the western world, thus
providing an economic basis for pharmaceutical and medical technology
aimed at the elderly.

To give some idea of where science stands today and how contem-
porary scientists view the question of aging, we take up only the results
of research from more recent years. The data used in our review is drawn
partly from scientific publications of the past ten years, and partly
from interviews with a number of Swedish experts in different medical
specialties.
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Life expectancy
People all over the world are reaching ever higher ages. This demographic
breakthrough occurred in the twentieth century, when life expectancy in
many western countries virtually doubled. (Life expectancy is the number
of years that an age cohort in any given year may be expected to have
left to live. Often it is given for newly-born cohorts). The immense increase
has largely come as a surprise, most forecasts of life expectancy having
missed the mark. In most cases, increases have been underestimated.
The reason for this aging of the population is a change in balance
between nativity and mortality. We now have a pattern consisting of
low nativity and low mortality. This results in a growing number of old
people and a diminishing number of young people. The decrease in
mortality among old people has been dramatic in European countries
over the past half-century. The older the age group, the greater the
decrease, as illustrated in the following table.

Age 1980 2000 Difference in per cent
65—69 2.0 1.4 0.6

70-74 3.3 2.3 1.0

75779 5.7 4.0 17

80-84 9.8 7.2 2.6

85-89 16.5 13.3 3.2

90-94 27.3 23.3 4.0

95— 44.6 41.0 3.6

SOURCE: SCB

Mortality in per cent for different age groups. Mortality has decreased during
the past 20 years in all age groups over 65.

Developments in Sweden match those of the rest of Europe. In 1968,
there were approximately 365,000 persons aged 75 or over. Thirty years
later, the number of old people had almost doubled. According to the
National Statistics Office (scB), there will be roughly one million people
in these age groups by 2020. As shown in the following table, life expect-
ancy is expected to increase by approximately 5 years during the period
20002050 (5.5 years for men and 4.4 years for women).

Year At birth Atés

Women Men Women Men
2000 82.1 771 20.1 16.5
2030 85.2 81.0 22.5 19.1
2050 86.5 82.6 23.5 20.3

SOURCE: SCB’S DEMOGRAPHIC REPORTS 2000:1

Remaining life expectancy. Life expectancy at 65 is expected to increase by
approximately 3.5 years for both women and men during the next 50 years.
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The population is expected to increase from approximately 8.9 million
in 2000 to approximately 9.5 million in 2050. In 1950, the population
was approximately 7 million. In the following table, we see that the
number of persons over 8o will virtually double within the next 50
years. This confirms observations indicating that this is the fastest
growing group in the western world.

Year Over 65 Over 80 Centenarians

1950 10.2 15 Reaching the age of one hundred is
2000 17.3 4.9 no longer the rare event it used to
2050 24.4 93 be. The number of centenarians in
SOURCE: SCB’S DEMOGRAPHIC REPORTS 2000:1 Europe has been doubling cvery ten

Proportion of the population. The proportion of
persons over 8o will have doubled by 2050.

years for the past half-century. The
increase in countries with high
mortality rates has been just as great
as in those with low mortality rates. One sees the same trend in the
usA. In 1950, there were approximately 3,000 centenarians in the UsA.
Today, this figure stands at 65,000, and it is forecast that there will be
approximately 9oo,000 centenarians by 2050. Of the 65,000 centenarians
now living, only 5,000 are men, a gender difference which we cannot
fully account for at present. Throughout the world, however, women
live six years longer than men on average. In Sweden, the number of
centenarians is estimated to have been approximately 1,000 in the year
2000, and according to forecasts from the National Statistics Office
(scB), this number will have reached approximately 6,800 by the year
2050. The proportion of centenarians in relation to the population is
thus twice as large in the UsA as it is in Sweden.

Slower rate of increase
Although life expectancy is constantly increasing, the actual rate of
increase has slowed down over the past few decades. In the usa, for
example, life expectancy increased by 27 years from 1900 to 1997. The
greatest increase — 21 years — occurred during the first 7o-year period,
while the increase over the past 30 years has been considerably less (6
years from 1970 to 1997). A similar development can be seen in Sweden,
where life expectancy for men and women was just under 60 years at
the start of the twentieth century. In 1970, life expectancy for men was
71.7 years and for women 76.1 years. Since then, it has increased by 5.4
years for men and 5.8 years for women.

The slowing rate of increase is mainly due to the dramatic reduction
in the incidence of diseases, which took a heavy toll of young persons
and especially children at the beginning of the century. Certain diseases,
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such as tuberculosis, have been virtually eradicated. Today’s increase is
due primarily to reduced mortality among old people.

Will the rate of increase continue to fall, as the scB forecasts assume
(approximately 5 years during the next half-century)? Or will advances
in medical science lead to further dramatic increases in life expectancy?

Life expectancy in the future
When considering various future scenarios, a distinction is made
between life expectancy and the maximum number of years a human
being can live. The maximum human life-span” has remained constant
at approximately 125 years over the past 100,000 years. What has changed
is the length of life a person may be expected to have from the time of
birth onwards, i.e. life expectancy

Different conclusions have been drawn regarding the possibility of
people growing significantly older than today. Some researchers claim
that life expectancy will never exceed a ceiling of somewhere around 8
years. By contrast, others maintain it is quite possible that life expectancy
will reach approximately 100—120 years in the not too distant future.
In the publications this chapter is based on, the dominant tendency is
to anticipate a somewhat more modest increase. Nor did the Swedish
researchers interviewed envisage any dramatic increase. An exception
was the medical geneticist who guessed that the means to halt aging
would be available within the next half-century.

Life expectancy and the eradication of disease
To justify the belief that no dramatic increase is to be expected, estimates
were quoted showing that a total eradication of the most common causes
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of death before the age of 8o would not increase life expectancy by
more than ten years at most (Lithell, Rosén, Saldeen, Strandberg). In
Sweden, the greatest effect would be gained if heart and vascular diseases
were to be totally eradicated. This would increase life expectancy by 4—
5 years. Eradicating all cancer tumours would add approximately three
years of life. Eradicating every other disease would give one or two
months of increased life expectancy per disease. If an illness such as
Alzheimer’s disease were to be entirely eliminated, life expectancy would
only increase by about 19 days.

A complete eradication of our national diseases is to be regarded as
a utopian dream. Moreover, most researchers believe that a reduction or
elimination of one disease would pave the way for other diseases. A
person who has been helped to survive a heart attack runs the risk of
contracting, for example, cancer (Nyberg, Saldeen, Jonsson). Nor can
one ignore the risk of hitherto unknown infectious diseases, such as
A1ps and the Ebola virus, ravaging both developing countries and the
western world (Pettersson). There seems little probability, therefore,
that life expectancy will show any dramatic increase as a result of curing
or eliminating diseases. Any significant increase requires, in addition
to the elimination of diseases, a slowing down of the "normal” process
of aging. If a brake is to be put on aging, we must first discover what it
is that controls a person’s life-span and why we grow older.

What controls aging?

Most researchers agree that individual life-span is controlled by both
internal and external factors. However, they do not always agree about
the relative importance of these factors. Some experts maintain that
almost 100 per cent of a human being’s individual life-span is determined
by genes, while others believe that at most 25 per cent can be explained
by genes.

Based on what we know today, it is hardly probable that a single
gene has any influence on population levels, even though some genes
would seem to have greater influence on the length of life than others.
For example, carriers of a gene variant designated APOE e4 have a higher

mortality rate than the rest of the population and studies
have revealed that centenarians have lower levels of this

Vo

\\\ t gene variant. Other research has shown that there seems

T to be a strong family component in people who live

J . . .

\ \\/ / / long lives. It has been assumed that this component is

\ o / genetic and that it may consist of one or more genes.

~ Perhaps we will learn how to influence these genes in
\\,’/ p g

the future.
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The aging process

The risk of a person dying is least around the age of 12—13, after which
it increases with age. Aging can thus be seen as a life-long process and
not something that suddenly starts at the age of 65. Many researchers
emphasize the importance of distinguishing between changes due to
aging and changes due to illness. We must ask ourselves "What would
people die of, if all the illnesses listed in the cause-of-death certificate
were to be eradicated?”. For they are bound to die anyway, but in that
case perhaps as a result of the processes which really constitute aging.
What, then, distinguishes changes due to aging from changes resulting
from illness? One distinguishing feature is that, unlike illness, they
happen to every individual who reaches a certain age. Furthermore,
they occur in virtually all species and never start prior to sexual maturity
in any member of the species. Even animals, which have had no experi-
ence of aging during thousands or even millions of years, exhibit similar
changes once removed from their wild condition.

The point is that one cannot understand aging by studying the
illnesses of old people. The study of illness tells us nothing about
normalcy! One researcher believes that instead of asking "Why do we
age?”, we ought rather to ask "Why do we live so long?”. He justifies
this by pointing out that we were never intended, teleologically speaking,
to know anything about the aging process. For 99.9 per cent of the
human race’s time on earth, life expectancy has been about 30 years,
with a maximum life-span of about 50 years. Human beings, and those
animals we have chosen to protect, are the only creatures on earth that
in large numbers get to experience aging.

That humans (and animals in captivity) reach an age well beyond
their active reproductive stage may accordingly be regarded as an artefact
in nature. This may explain why the actual aging process, as opposed to
the life-span of the individual, seems not to be controlled by genes.
Genes control biological development up to sexual maturity, but seem
to carry no instructions for actual aging. Age-specific mortality is never-
theless strikingly constant over time, between people and at various
levels of the total death rate. This has given rise to the supposition that
there is some kind of underlying biological pattern related to aging.

If there is no genetic code for the actual aging process, how can one
explain aging in biological terms? Studies of the structure and function
of the cell have suggested some possible explanations. These discoveries
may lead to the development of the means to slow down aging in the
tuture. The most important findings relate partly to zhe effect of oxygen
on the cell, partly to the length of the so-called telomeres.
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Oxidative stress in the cell

Cells have a certain vulnerability in connection with oxygen. Aging

may be related to this vulnerability. During the early stages of the

development of life on earth, oxygen was in fact a poison, which

organisms only gradually learned to handle. Using oxygen, the organism

could render more effective the combustion of food
and the production of energy in the body. However,

as a bi-product, so-called reactive oxygen com-
pounds are formed. These damage the genes, fats
and proteins in the cells. As a protection against such
damage, all cells contain special molecules, antioxi-
dants, whose task is to
neutralize the reactive
oxygen compounds.
The body itself can
produce antioxidants,
but these can also enter
the body as food in the
form of vitamins. The balance between the reactive oxygen compounds
and the antioxidants seems to have an effect on the life-span of the
species. Humans, for example, have a far greater number of antioxidants
in their cells than mice, which live far shorter lives than we do.
Experiments on animals have shown that is possible to create an
increased life-span by manipulating the gene pool. The genes involved
have been shown in many instances to affect the breaking down of the
reactive oxygen compounds. An equivalent of these genes is also found
in the pNa of humans, so it is theoretically possible to perform similar
surgery on humans. One has also succeeded in producing a chemical
that speeds up the degradation of the reactive oxygen compounds. If
the chemical is fed to roundworms, their average life-span is prolonged
by just over 40 per cent. According to researchers in the field, it is
reasonable to assume that within a time-frame of some 20—30 years
clinical tests will have been carried out with similar substances
(Pettersson).

The role of telomeres in the aging process

What are telomeres? The ends of normal chromosomes are sealed with
a specific DNA, which prevents them from fusing with each other or with
other chromosomes. These ends, called telomeres, consist of a repeated
number of identical short bNa sequences. In the chromosome dupli-
cation process preceding every cell-division, the telomeres are not copied
in their entirety but are slightly truncated. There seems to be a critical
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point in this shortening, beyond which the cell is no longer able to
divide. There has been shown to exist a close connection between the
length of the telomere in a cell and the number of divisions the cell can
undergo. The shorter the length of the telomere, the smaller the number
of divisions. It has also been demonstrated that the length of telomeres
decreases with advancing age in humans. There is, however, one exception.
For example, the length of telomeres in donated sperm was not affected
by the donor’s age. This could indicate that the reproductive cells include
a mechanism for maintaining the length of telomeres.

In the mid-1980s, an enzyme was discovered which was given the
name telomeras. It was found that telomeras extended the telomeres.
Telomeras is found in large quantities in cancer cells, which do not die
— as opposed to normal cells, that have a limited life-span. In approx-
imately 9o per cent of all human cancer tumours, telomeras is found in
abundance. In recent years, however, telomeras has also been found in
normal cells, such as foetal tissue, bone-marrow cells and testicles. The
amount of telomeras in these normal cells is, however, considerably less
than in cancer cells.

The discovery of the function of telomeras may stimulate research
into ways of introducing telomeras into normal cells, with the aim of
slowing down aging. It will naturally be essential to carefully adjust
amounts to avoid the risk of normal cells developing into cancer cells.
On the other hand, research may also focus on finding inhibitors of
telomeras production in order to modify the characteristics of cancer
cells and build a limited life-span into these too.

Having found plausible explanations of aging at the cell level, it is
merely a matter of time before this knowledge will also be applied to
humans. One can be fairly sure that if it proves to be within human
ingenuity to genetically slow down aging, it will happen sooner or later.
However, it still seems to be a giant step from roundworms to human
beings!

So is there any way of slowing down aging today? Some people say
there is, and activities aimed at postponing the advent of old age are
becoming more and more common. Health food stores are flooded
with products claiming to have rejuvenating powers. Every now and
again, one can read in the evening tabloids or health brochures about
some new miracle pill which will help us retain our youth. Among
these offerings, is there any treatment that delivers what it promises,
that is, eternal youth? In the usa, there are medical clinics, run by
doctors specialized in treating healthy persons with medical prepara-
tions, devoted to combating changes due to aging. Their activities go
under the name of "anti-aging medicine”.
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”Anti-aging medicine”

”Anti-aging medicine” is not a new concept in history. Because people
have always striven to live as long as possible — without at the same
time growing old — the search for the fount of eternal youth has always
been going on. At the beginning of the twentieth century, it was dis-
covered that the production of sex and growth hormones decreases as
we grow older. Ever since this discovery, people have reasoned that an
extra supplement of these hormones ought to counteract aging. In
modern times, therefore, “anti-aging medicine” has primarily been
associated with hormone treatment. The goal of anti-aging treatment
is to restore the hormone system responsible for the preservation and
repair of cells. To achieve this goal, one has sought to restore the hormone
system to the level found at the age of 25-30.

Oestrogen, progesterone and testosterone control our reproductive
functions. Treating women with oestrogen is the field in which we
have the longest experience. Replenishing the supply of oestrogen
counteracts menopausal problems, such as sweating, hot flushes and
fragile mucous membranes. Post-menopausal treatment with oestrogen
has been shown to counteract brittleness of the bones. Although
oestrogen treatment has a long history, we still do not fully understand
what side-effects it may have in the long term. What we do know,
however, is that although oestrogen certainly improves health and
enhances the quality of life while we are
living, there is no evidence that it increases
life-span.

We have far less experience of test-
osterone than of oestrogen. When testo-
sterone was synthesized in the nineteen-
thirties, hopes were high that the fount of
eternal youth had been discovered. This
proved not to be the case and we still know
very little about the possible effects of in-
creasing the levels of testosterone. A case in
point is impotence. Studies have shown that
testosterone deficiency accounts for only a
small percentage of cases, and even here
testosterone is not always a suitable treat-
ment.

Growth hormone is known for its effect
on the skeleton and soft tissues, as well as
on metabolism. In Sweden, this is only pre-
scribed for persons unable to produce the
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hormone naturally themselves, i.e. on purely medical grounds. A com-
bination of therapy plus growth hormone for persons with inadequate
growth hormone production has been shown to improve memory and
other cognitive functions. It also influences a person’s moods, sense of
well-being and level of activity. An additional supply of growth hormone
may also produce purely cosmetic improvements. Pot-bellies in men
and women are reduced and women’s bodies retain their subcutaneous
fat so that wrinkles disappear. Constant replenishment is required, how-
ever, for lasting results. If treatment is discontinued, the previous con-
dition returns (Nyberg). In the Usa, it is also possible to treat healthy
persons with growth hormone. Treatment consists of daily injections
where the doses are lower than those given on medical grounds.

Research into the protective role of antioxidants is also beginning
to have an impact on anti-aging clinics. Extra vitamins are prescribed
in the hope of shoring up the antioxidant system. However, research
has shown that it is doubtful whether extra intake, over and above what
is received in the form of food, has any noticeable effect. On the contrary,
it seems that if we add fresh amounts of antioxidants to the body,
natural gene-controlled production is inhibited.

No dramatic increase

To sum up, there is unlikely to be any dramatic increase in life expect-
ancy even if the illnesses we suffer from are reduced or eliminated. The
eradication of all illnesses up to the age of 8o, in itself a utopia, would
at best extend life expectancy by only ten years. Furthermore, it is
impossible to protect ourselves against new viruses as yet unknown which
could start widespread infectious epidemics.

Nor will the anti-aging medicines of today have any effect on life
expectancy. It has been shown that the physical and psychological effects
of aging, such as wrinkled skin, dry mucous membranes, pot-bellies,
failing memory and deteriorating cognitive functions, can be tempo-
rarily counteracted by administering growth hormone, but the effect
evaporates as soon as treatment is discontinued. Extra doses of hormone
thus appear powerless to influence the aging and death of cells.

On the other hand, we may not ignore the possibility of slowing
down the aging process at some future date by modifying genetic make-
up. This might lead to an upward shift in the maximum life-span,
with more and more people reaching an advanced age. Even though
the majority of scientists today express themselves with caution on the
subject of future life expectancy, it cannot be ruled out that sc®’s fore-
cast of only five years’ increase over the next fifty years may take its
place alongside earlier underestimates.
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If the appropriate technology arrives on the scene much earlier than
expected, it will spawn a fierce ethical and sociopolitical debate. As yet,
we can scarcely imagine what questions will be raised by such technology.
Among biogerontology researchers, the debate is already under way.
Some scientists, while by no means excluding the
possibility of influencing aging in the future, see no
existential justification for it. They do not consider the

task of the biogerontolists to be the prolongation of the
human life-span, but rather to increase people’s ability
to live long active lives, free of illness and functional
dependency. It is a matter of "adding life to years, not
just years to life!”, according to Winston Churchill,
who, as we know, lived to a respectable old age.

This brings us to the second of the premises

underlying the basic thesis of the Social
Insurance Book 2000, namely, that elderly people,
whether or not life expectancy increases a lot or a little,
retain their health at ever more advanced ages.

The health of the elderly

The fact that people live longer today may be due to improved health
or to people being kept alive longer during periods of illness. Many
different scenarios are conceivable. One is that health remains unchanged,
that is, people continue to exhibit the same level of illness as formerly
at the same age. In this case, a longer life will mean a longer period of
illness. Another scenario is where the period of illness is postponed but
is of the same length. A third alternative is that we reach a higher old
age and that the period of illness is shortened, due to an increasing
number of diseases becoming curable or susceptible to treatment.
Questions concerning the length of the period of illness and the time
of its onset are important to answer. The implications for society will
vary according to the answers we receive, as the discussion in the
following section illustrates.

What, then, is the state of health of the older population? How
will it develop over the next half-century? In this section, we do not set out
to detail the various illnesses that afflict old people. Instead, we discuss
in more general terms the state of health of the elderly. In addition, we
take up some specific problem areas pertaining to care of the elderly.

The state of health of old people

WHO warns us that we are facing a great challenge. It is essential to

ensure that the extra years of life expectancy do not spell additional
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suffering for those who grow older. The issue of life expectancy must
be supplemented by the equally important issue of health expectancy.
Regular surveys of living conditions in Sweden (ULF) are already carried
out in order to measure the standard of public health. These are
conducted annually by the National Statistics Office of Sweden (scB)
on behalf of the Swedish Riksdag. Using approximately 700 welfare
indicators, the aim is to form an impression of how people live and feel
in Sweden today. The surveys have been conducted since 1975 and so
far approximately 150,000 persons have been interviewed. However,
the respondent population is limited to persons aged 16—84, so that
information about “the very old” (over 85) is not available.

ULF reveals that the longer people live, the greater the chance of
suffering from chronic illness (see the table below). Diseases of the
circulatory system, that is, heart and arteries, are by far the most common
among the elderly. Nearly half the number of people over 75 report
such problems, as against just over a third of those aged 65—74. Of the
circulatory diseases, heart disease is three to five times more common
after the age of retirement than in the adult population as a whole
(ages 16-84).

Illnesses Age
65-74 75-84 16-84

Long-term illness (unspecified) 72 82 46
Disease of circulatory system 39 49 13
Heart disease 17 24 5
High blood pressure 21 24 8
Disease of motor organs 26 34 18
Impaired locomotion 35 66 15
Disease of endocrine system 15 15 5
Diabetes 8 9 3
Disease of respiratory organs 8 9 7

SOURCE: SURVEY OF THE LIVING CONDITIONS OF THE POPULATION (ULF)

The illnesses most frequently reported by old people themselves. In per cent.
Diseases of the circulatory system are the most common and of these heart
disease is the most frequently reported.

Other illnesses afflicting old people in particular are osteoporosis (brittle-
ness of the bones), dementia — for example, in the form of Alzheimer’s
disease — psychological problems in the form of depression and anxiety
as well as, according to geriatric expertise, malnutrition (Akner). Often,
an elderly person has several illnesses simultaneously. A Swedish study
has shown that roughly 8o per cent of all people over 75 suffer from two
or more chronic illnesses as reported by themselves. ULF also shows that
the older people become, the more frequently they visit the doctor. In
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answer to the question as to whether they had visited a doctor during
the preceding three months, 41 per cent of the entire group (aged 16—
84) answered yes, while the corresponding figure for the age group 75—
84 was 65 per cent. Are there grounds for believing that the state of
health of older people is destined to improve significantly?

Changes over the past twenty years in Sweden

In comparing the state of health today with that of twenty years ago,
statistics from the Survey of the Living Conditions of the Population
(uLF) reveal both improvement and deterioration. In the following
example, data from 1980 is compared with that from 1996. Health as
reported by respondents has definitely improved since 1980. At that
time, 12.5 per cent of all people aged 65—84 judged their health to be
bad or very bad. In 1996 the corresponding figure was roughly 8 per
cent. Similarly, 1o per cent fewer
reported reduced work capacity
(25% in 1996 as against 28% in
1980). The proportion of men
who smoked declined notice-

ably, from 28.4 per cent in 1980
to 15.8 per cent in 1996. By
contrast, the proportion of
women smokers increased
from 8.7 to 12.8 per cent.

% Chronic illnesses were
reported to the same extent as earlier while more people had visited a
doctor (see the table below). Diseases of the motor organs increased for
the entire group of elderly people (aged 65—84) by 40 per cent (up from
21.5% to 30%). Despite this, the proportion reporting impaired motor
functions and motor disorders declined, while backache problems
increased (table on page 37).

Chronicillnesses Visits to doctor
Age 1980 1996 1980 1996
65—-69 69.2 68.7 43.2 50.4
7074 73:0 747 48.3 55.2
75-79 795 79-6 52.4 63.3
80-84 85.3 83.9 58.9 67.5

SOURCE: SURVEY OF THE LIVING CONDITIONS OF THE POPULATION (ULF)

The proportion of people with chronic illnesses and the proportion of those
visiting a doctor over a three-month period. The same number of people
reported having a chronic illness, but the number visiting a doctor increased.
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Reduced locomotion Disability Backache
Age 1980 1996 1980 1996 1980 1996
65—69 41.3 32,0 14.6 12.4 8.9 11.5
7074 46.4 38.1 24.9 15.4 5.9 8.3
7579 65.7 56,0 42.4 28.1 7.8 12.5
80-84 82.1 75.1 53.5 43.0 7.6 8.8

SOURCE: SURVEY OF THE LIVING CONDITIONS OF THE POPULATION (ULF)

The proportion of people with reduced locomotion, disability and backache.
Fewer people reported reduced locomotion and disability, while backache
problems increased.

It seems there has been an overall improvement in the health of elderly
people and that the increased frequency of certain illnesses is attributable
to increased age. The increase in chronic illnesses — such as motor organ
problems — is a natural concomitant of living longer. Since heart disease
is one of the most common ailments of old people, it may be of particular
interest to illustrate any changes using this as our example.

Age Women Men

1980 1996 1980 1996
65—69 9.4 12.5 10.8 16.0
70-74 16.7 14.9 18.4 19.2
75—79 24.2 16.6 22.2 29.2
80-84 27.7 25.0 23.6 26.1

SOURCE: SURVEY OF THE LIVING CONDITIONS OF THE POPULATION (ULF)

The proportion of people reporting heart diseases. There has been a reduction
among women, but heart diseases have increased among men.

While the proportion of women reporting heart diseases decreased,
except for the age group 65—69, the proportion of men increased in all
groups. One explanation of the increased incidence among men may
be lower mortality rates. As more men survive severe heart attacks, there
are as a consequence more men living with heart ailments, which are
controlled by the use of medicine or other technology. Moreover, this
means that more men are likely to suffer additional heart complications
later on. How, then, has the mortality rate changed during this same period?

The table below indicates that mortality from heart attacks decreased
significantly during these years. The death rate dropped for both sexes.
For women, deaths were halved in virtually all age groups, while for
men the reduction was greatest in the age groups 65—69, where deaths
were more than halved (54%). In the remaining age groups, there was a
reduction of 37—45 per cent.
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It is interesting to note that not only did the death rate drop but it
also shifted upwards to the higher age brackets. The frequency that
applied in 1980 to the age groups 65—69 applied in 1996 to the age
groups 70—74, the frequency for 70- to 74-year-olds now applied to 75-
to 79-year-olds, and so on. This trend is typical for all age groups and
applies equally to women and men.

Women Men

Age 1980 1996 1980 1996
65-69 0.4 0.2 1.3 0.6
7074 0.8 0.4 2.0 11
7579 1.6 0.8 3.1 17
80-84 3.2 1.6 4.9 3.0
85-89 5.7 3.0 7.8 4.9
90— 10.0 5.4 13.1 7.7

SOURCE: SURVEY OF THE LIVING CONDITIONS OF THE POPULATION (ULF)

The proportion of those over 65 who died of heart attacks. The death rate
dropped for both sexes and also shifted upwards among age groups.

An important factor in the reduced death rate is smoking, which has
declined significantly. In 1980, 29 per cent of women were smokers
compared to 22 per cent in 1998. The corresponding figures for men
were 36 and 17 per cent respectively. The diagnosis and treatment of
high blood pressure has also contributed to reducing the death rate, as
well as changes in people’s lifestyles. There is a greater awareness today
than formerly of the importance of keeping fat intake down, drinking
alcohol in moderation and getting physical exercise.

Medical technology, with rapid advances both in the field of trans-
plantation and medical genetics, promises improved methods of treat-
ment. Medicines are already available which provide effective help to
those who have developed some form of heart problem. Researchers in
this field all agree that a continued decrease in mortality and contrac-
tion of the disease is to be expected, provided preventive measures
increase (Saldeen, Rosén, Strandberg).

We encounter a similar optimism concerning the future state of
health of the elderly among researchers within other medical specialties.
Research in the field of diabetes and Alzheimer’s disease, for example,
is constantly making new discoveries which will facilitate the treatment
and prevention of these illnesses (Lithell, Jonsson). Similar developments
are expected for most of the diseases familiar to us today. Great hopes
are pinned on medical genetics regarding both treatment and diagnosis.
(Pettersson, Strandberg).




WELFARE FOR THE ELDERLY

Health-weighted years of life

What is the relationship of “health expectancy”
to “life expectancy” when we compare the health
of elderly people today with twenty years ago?
In the Social Insurance Book 2000, we used
statistics from the Survey of the Living
Conditions of the Population (ULF) to
calculate precisely the “expected years of
health”. We used the measure “health- 4
weighted years of life”, which is a
combination of mortality and degree of ill
health. This involves “weighting” various
levels of ill health. If a person enjoys full
health in every respect, the expected years

of life are given the "weight” of 1. In the

case of slight ill health, the weight drops to
0.9. In the case of severely impaired health, the expected years of life
"weigh” only o.5. Put another way, we might state that for someone
with severely impaired health, one year of survival corresponds "quality-
of-life-wise” to only half a year lived in full health (Living Conditions
— Report no. 93).

The analysis revealed that the expected number of health-weighted
years of life had increased somewhat for women and men since the
beginning of the 1980s. For women in the age group 6574, average life
expectancy was 8.4 years at the beginning of the 1980s, while at the end
of the 1990s it had increased to 8.6 years. The corresponding health-
weighted years of life were 6.9 and 7.2 respectively. For men in the same
age group, the number of health-weighted years of life increased from
5.9 to 6.6 during the same period. Thus, this age group enjoys good
health for approximately 85 per cent of the expected years of life.

A follow-up to the analysis in the Social Insurance Book 2000
indicates that women in the age group 75-84 enjoy good health for
approximately 75 per cent of the expected years of life while the corre-
sponding figure for men is a little over 8o per cent. Also in this age
group, the number of health-weighted years of life increased from the
beginning of the 1980s to the end of the 1990s (for women, from 2.25 to
2.55, and for men, from 1.55 to 2).

Under-diagnosis among the elderly
The findings reported in ULF, revealing that the health of elderly people

had in their own estimation improved while simultaneously a greater

number of chronic illnesses were reported, appear to be self-contra-
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dictory. An explanation of this paradox may perhaps be found in the
improved medical treatment of elderly people’s illnesses. As mentioned
earlier, we have traditionally divided changes relating to old age into
those due to "illness” and those due to the "normal aging process”. In all
likelihood, this led in the past to an under-diagnosis of illness among
the elderly. The increased risk of illness was simply viewed as a natural
phenomenon. Today, geriatric researchers agree that many changes earlier
classified as "normal aging” are in reality pathological (Akner). This
means that there is often a good prospect of a cure. As one doctor
expressed it: "If we know enough about our patients’ physiology, actual
age will cease to be a determining factor in the prognosis for success of
the treatment”.

Formerly, many clinics also shared the belief that older people lacked
the ability to adapt to changes of lifestyle. In accordance with the motto
"you can’t teach an old dog new tricks”, it was believed that old people
were unable to change their lifestyle. However, studies have shown that
elderly people respond well to preventive measures. One simple example
worth mentioning is the 75-year-old man with severe bronchitis who
had been a smoker since the age of 14. He received an anti-smoking
cure as a Christmas present from his children and succeeded in giving
up smoking. The bronchitis disappeared almost immediately and a few
weeks later he was climbing the four flights of stairs to the doctor’s
surgery with ease. Since this man was one of his first
patients, the successful outcome created a firm belief in
the mind of the young clinician that people were able to
change, age notwithstanding!

Threats to health among the elderly

A common complaint among gerontologists and geriatric
researchers from various countries is that geriatric and ger-
ontological research still lacks adequate funding. They also
teel that geriatrics is not regarded as an important medical
discipline. They believe this is the reason why our
understanding of old people’s illnesses is still relatively
limited and why the treatment of old people is still below
standard (Akner, Lithell). According to these researchers,
greater knowledge of old people’s illnesses will further
improve the health of the elderly. However, major problems

remain to be solved, such as institutionalization, mal-
nutrition, multi-medication, passivization and incorrect lifestyle, before

the health of elderly people can be optimal.
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Institutionalization
One of the major problems to solve within geriatrics is the risk of institu-
tionalization. Institutionalization may be described as a more or less
temporary impairment of a set of skills, both physical and psychological,
as a result of admission to hospital. This phenomenon does not only
affect old people, but old people are particularly vulnerable, due to the
naturally lowered state of some of their central functions. A few days
in hospital for an uncomplicated infection may severely reduce an 85-
year-old woman’s ability to make her own way to the
toilet. So the degree of institutionalization after a longer

period of treatment may easily be imagined. However,
doctors in the field claim that this risk is widely
recognized within Swedish geriatric care. On the other
hand, awareness of the risk may be considerably
less within other medical areas (Akner,
Lithell). Consequently, there is consider-
able justification for the fear expressed
by old people’s of ending up in hospital.
They are afraid of losing the functions
they still have intact — a fear based, no
doubt, on the experience of what
happened to relatives or friends after they
had been admitted to hospital.

Malnutrition

A sound nutritional balance is a pre-
requisite for avoiding illness and regain-
ing health. It has been shown that under-
nourishment is common within Swedish health and medical care. The
average incidence of malnutrition is approximately 30 per cent, but it
is significantly higher among old people who are chronically ill. Studies
have revealed that something like 70 per cent of residents in nursing
homes suffer from malnutrition while the remaining 30 per cent lie in
the immediate risk zone. We may compare this with 3-6 per cent of
people living at home who suffer from malnutrition. However, 40-60
per cent of these also fall within the risk zone. Malnutrition is defined
as a condition of imbalance between the intake and conversion of energy
and nutritious substances resulting in an increased risk of poor health.
The most common form of malnutrition within Swedish medical care
is caused by a combination of energy and protein deficiency (the
National Board of Health and Welfare report 2000:11). One of the

geriatricians interviewed felt that the level of knowledge concerning
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nutrition and the treatment of malnutrition within municipal geriatric
care still left a lot to be desired. In order to prevent ill health and
guarantee quality of life for the elderly, it is thus necessary to attempt
to restore a normal nutritional balance in older people (Akner).

Multi-medication and medicinal side effects

Another major problem is multi-medication (Akner, Jonsson, Strand-
berg). In Swedish nursing homes, an average of 9 medicines per resident
is used and a single elderly patient may be prescribed ro—15 different
medicines. It has been shown that nearly 20 per cent of residents in
nursing homes have serious medication problems. It may be a question
of unsuitable combinations of pharmaceutical preparations, duplicate pre-
scriptions or medicines which are clearly inappropriate for older people.

Apart from the risk of medicines neutralizing each other, many of
them have undesirable side effects. According to the Book of Medicine,
these constitute a major health and medical care problem, since they
are a frequent cause of adult patients being admitted to hospital. 2—12
per cent of patients admitted to medical, geriatric and isolation clinics
in Sweden have medicinal side effects as the main or contributory reason
for admittance. If a patient takes several medicines at the same time, it
clearly becomes very difficult to determine which of the patient’s symp-
toms are actually caused by illness and which are unintended interactions
between drugs or side effects of medicines.

One side effect is the so-called rebound effect. This is when a medi-
cine causes the very problem it was originally intended to combat.
Certain pain-killers, such as those taken for migraine, can after long
use actually give rise to pain, just as sleeping pills can produce insomnia
and ataractic drugs can cause anxiety. When this happens, it is easy to
believe that the dosage needs to be increased. One can end up in a
vicious circle, which may lead to addiction if the drug is a narcotic. The
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majority of soporific, sedative, ataractic and analgesic drugs are addictive.
To complicate matters even further, these preparations, unless phased
out very carefully, can give rise to abstinence symptoms very similar to
those the medicine was originally taken to alleviate.

Swedish pharmaceutical statistics reveal that prescriptions to the
elderly of both soporific and sedative drugs are very common. Apart
from the risk of addiction, long-term use of these drugs probably leads
to passivization, with impaired functions as a result. The table below
shows that purchases of both soporific and sedative drugs containing
benzodiazepines and analgesic drugs containing dextropropoxyphene
(Dxp) increase significantly with increasing age.

Age DXP Benzodiazepines
ppb/t.i.d1 ppD/t.i.d1

2029 2.0 4.1

4049 9.2 30.8

7079 41.7 97-0

* Defined daily dose/1000 inhabitants and day.

SOURCE: JONASSON, 2000

Sales of analgesic drugs with bxp and soporific and sedative drugs with
benzodiazepines in 1996 in Central Sweden. Purchases increase significantly
with increasing age.

One of the researchers interviewed considered it an organizational
blunder to allow a series of different doctors to treat the same patient
(Akner). In his opinion, this was the main cause of multi-medication
of the elderly and its unfortunate consequences. To rectify this situation,
he suggested that a single doctor be given primary responsibility for a
geriatric patient’s medication. "The doctor must once again be given
main responsibility for the patient, and not as now, function merely as
a consultant in the eldercare system”.

One way of avoiding multi-medication is to create a patient case-
book database allowing doctors to check which drugs have already been
prescribed to patients. This is also one of the action points proposed by
the National Board of Health and Welfare to the government with the
aim of improving medical and financial follow-up of the prescription
and use of medicines. The Board argues that if patients are to gain the
maximum benefit, it is essential for them to get the “right” treatment.
This in turn presupposes that the doctor making out the prescription
is aware of any other treatment the patient may be receiving in order to
take into account interactions, etc, that can neutralize the effect of the
current medicinal treatment.
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"Use it or lose it”

In order to postpone the period of illness, it is essential to keep both
physical and psychological functions in trim. The expression "Use it or
lose it” is highly relevant to our basic functions. It has been demonstrated
that if strong young men are confined to bed for a couple of weeks,
their muscles regress to such an extent that it takes considerable time
to rebuild lost muscular strength afterwards. It is thus easy to under-
stand that the risk of regression of vital powers in an elderly person is
even greater. As one expert put it: "The bed’s a dangerous place to be”
(Jonsson). In Sweden, this knowledge has, for example, been put to use
in special stroke wards. In these, the aim is to prevent people who have
suffered a stroke from losing more of their powers than necessary. The
patient is literally forced up straight from the ambulance stretcher and
activated. This has been shown to have a beneficial effect on survival
rates. It is the same story with the rehabilitation of patients suffering
from back and neck injuries.

Risk-enhancing lifestyles

Even if it is never too late to change lifestyles and by so doing make

considerable gains in health, health is something that should be built

up in one’s earlier years. Researchers and clinics universally agree on

this. When the experts being interviewed were asked what they them-

selves did to ensure the longest and healthiest life possible, all of them
replied that they had always liked to exercise. In

addition, they were careful about what they ate, even
though they confessed to liking good food and wine.
None of them smoked and none
seemed to suffer from overweight
problems. One of them thought
that it was important to make a regular
check of cholesterol levels, etc. Quality of life and
joie de vivre was emphasized by all of them. This
small group of male experts naturally represents

an extremely narrow selection and thus we cannot
base any generalizations about the population as
a whole on their healthy lifestyle.

Nevertheless, it seems that certain preventive
measures have really taken root in Swedish
society. Nowadays, for example, the whole popu-

lation seems to be conscious of the risk to health
from smoking. Sweden is one of the few
countries to have fulfilled the wHo goal
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of a population where at least 8o per cent are non-smokers. It is
disquieting, however, that many young women are starting to smoke
these days, and that this is still a question of "inequality”, that is to say,
most smokers are recruited from groups living in the poorest socio-
economic conditions.

More and more people have also come to accept the need to reduce
fat intake, and this is reflected in the decreasing number of

cardiac and vascular disorders. It is nevertheless important
to get plenty of exercise in early years to balance the fat
level in one’s diet. However, the increasingly sedentary
lifestyle of the younger generation would appear to
pose a serious threat to national health.
Gymnastics, which is of vital importance in
this connection, has declined in the schools,
as have many natural opportunities for exer-
cise, such as climbing stairs, walking or cycling
to school, etc. This lack of exercise may eventu- % H
ally swell the numbers of those suffering from over- .
weight.

Many researchers and clinics consider the problem of overweight
to be a serious threat to national health in the future. They speak about
it in such strong terms as “the fat epidemic” and "the ticking fat bomb”
(Akner, Jonsson, Nyberg, Rosén). Obesity has now been recognized as
a health problem in a number of countries, for example, Australia,
England, France, Canada and the usa, as well as in Sweden. In Sweden
today, there are approximately 2.5 million overweight people, half a
million of whom suffer from genuine obesity. Overweight and obesity
are defined by Bm1, which stands for Body Mass Index. BM1 = weight
in kilograms/(height in meters)?. A Bm1 higher than 25 is considered as
overweight and higher than 30 is regarded as obesity. Over the past
twenty years, the number of overweight people has increased by approxi-
mately 45 per cent. The increase has mainly taken place in the age
groups 16—44, primarily among young adults (18—25 years old). There is
no sign of our having reached the upper limit of this growing problem.

By far the most important cause of obesity is an imbalance between
the intake and conversion of energy over an extended period of time. A
serious risk with obesity is that it easily becomes permanent, since it is
extremely difficult to treat. There are few treatment programmes today
leading to a lasting reduction in weight. Moreover, obesity in itself may
lead to several other types of illnesses, in particular diabetes, increased
blood pressure, cardiac and vascular disorders as well as premature death.
Other consequences are excessive load on joints, increased susceptibility
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to certain forms of cancer, breathing problems during sleep, infertility
and psycho-social problems. In countries where this problem has been
studied over a longer period of time, it is estimated that treatment of
obesity and obesity-related conditions accounts for approximately ;5
per cent of total health and medical costs. Translated to Swedish terms,
this would amount to approximately 5— billion kronor. (Jonsson).

Furthermore, public health researchers warn us that the national
diseases of the future will consist of so-called combined illnesses —
including, among others, psychosomatic problems, stress, depression,
anxiety, phobias and addiction (Rosén). What characterizes these
illnesses is the fact that they often exhibit a diffuse pattern of symptoms
and that new diagnoses replace old ones. Thus, for example, "psychic
insufficiency” has been replaced by the more up-to-date "burnout”.
Diffuse pains in joints and muscles can now be diagnosed instead as
fibromyalgia. We already know that these conditions are difficult to
treat and that rehabilitation will therefore be time-consuming. What
effect these illnesses will have on the health of elderly people in the
future is at present beyond our knowledge.

Healthier old-timers
To sum up, the evidence suggests that our traditional picture of the
frail and helpless old person is already out-of-date. Today, many old
people are physically active, mobile, independent and healthy. This is
partly due to improved medical treatment, partly to a more
active and health-promoting lifestyle among older people.
Although future scenarios appear bleak in the light of the
threats to health described above (especially obesity and
physical passivity), most researchers are of the opinion that
the conditions exist for continued progress towards even better

health.

Our knowledge of the illnesses of older people has increased,

and we are still learning. This means that more and more

people will be offered treatment for the chronic diseases that
afflict them as a result of living longer.
This future scenario will naturally be influenced by how
old one is today. It is a reasonable assumption that the older
one is today, the less "benefit” one will derive from current
developments in medicine. Nevertheless, many clinics and
researchers believe that even those who have already reached
a high old age today may gain increased quality of life as a
result of the discoveries of medical science. Increasing numbers of old
people are being treated for a wide variety of diseases. This enables
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them to live at home longer instead of requiring long-term nursing
care.

As for those who are middle-aged today, it is reasonable to assume,
on the basis of the optimism expressed by many researchers, that they
may look forward to a healthy old age. More and more of those destined
to pass the 65-year-old mark in twenty years’ time, will live to a ripe old
age with enhanced health. Many scientists are even more optimistic
about the very young. Some go as far as prophesying that most of the
common diseases threatening us today will have been eradicated within
50 years, that is, by the time today’s 15-year-olds reach the age of 6.

However, from the point of view of the medical and health care
services, there is a reverse side to the coin. The fact that ever more
diseases are susceptible to treatment leads inevitably to the demand
that public health care should offer the methods of treatment that
exist, even if they are expensive. As more kinds of treatment become
possible, doctors and patients will face more choices and alternatives.
They will expect the public health care system to provide a greater
range of treatment for individual patients. It will not be cheap for
clinics to apply the dazzling advances of medicine science! Another
problem is that the cure of one disease may lead to others gaining a
foothold. A person who has been helped through a stroke or a heart
attack may later go on to be struck down by cancer. This in turn will
lead to additional costs for medical services.

In the long run, therefore, the cost of health care will not drop as a
result of people becoming healthier for longer periods. However, referring
back to the main thesis of the Social Insurance Book 2000, older people
will probably be able to go on working longer in the future. They will
thus be able to contribute to the national economy for a longer period.
If healthy old-timers can stay on at work for a few extra years, this
means that more people will share the cost of mounting health care
expenditure in general and of care of the swelling numbers of really old
people in particular.

Finally, since the older population is certain to continue increasing,
research into aging and its pathology may not be neglected. No society
can afford to ignore this group. As someone put it: ”A society’s survival
will hinge on how intelligently it handles the age bomb”. With all due
respect to medical technology, the last word lies with the politicians to
decide whether our nation is to succeed in “aging” gracefully or not.
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The future cost of eldercare

Total public expenditure for care of the elderly in 2000 amounted to
more than sex 6o billion. This figure includes municipal costs for
nursing and care of people aged 65 and older, irrespective of whether
they live at home or in so-called ‘special accommodation’. Also included
are estimated expenses for transportation services of approximately SEK
2 billion. After deducting the charges paid by old people themselves,
net public expenditure is somewhat less than sek 60 billion. It must be
emphasized that the accounting system for municipal operations does
not provide a detailed picture of aspects such as the distribution between
younger and older disabled people, and that different estimations lead
to differences in net expenditure of up to approximately sEk 1—2 billion.
Estimates in this section tally with estimates of costs for care of various
age groups in 2000 used by the Ministry of Health and Social Affairs
and the Ministry of Finance in reporting to Eurostat, the statistics
office of the Ev.

It should also be especially noted that the general concept of
eldercare includes the medical care taken over by the municipalities as
a result of the so-called Adel Reform in 1992. The figure given for
expenditure corresponds to approximately 6.5 per cent of the total wage
amount for the country. Eldercare thus accounts for over a quarter of
combined public spending on old age pensions and eldercare. Thirty
years from now, the ratio of eldercare expenditure to the wage amount
will in all probability be much higher. How much higher depends on a
number of factors — some of which will be discussed in this section —

but a major cause is the in-

creasing proportion of old
people in the population.
In a few years, the
working population will
stagnate, after which it
will decline in absolute
numbers —a consequence
of the low birthrate
registered during the
1990s, which is expected
to recover only slowly.
The number of old
people, on the other
hand, is about to
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increase explosively. This is partly due to increasing life expectancy.
The latter is estimated to show a further increase of approximately 3.5
years up to 2030, according to the main alternative in SCB’s most recent
population forecast, after which it will continue to show some increase
up to 2050. At present, there are 29 persons aged 65 and older for every
100 persons aged 20—64. In 2030, this figure will be 44. However, the
burden of providing support for the elderly is destined to become heavier
even without the continued increase in life expectancy. This is because
the earlier generations (especially the generation of the 1940s) are so
very much larger than the later ones, reflecting the historical develop-
ment of the birthrate. Even without any increase in life expectancy,
there would still be 39 old people for every 100 persons aged 20—64 in
2030.

The main estimate in the diagram below is based on the assumption
that the need of nursing and care shifts upwards in age at roughly the
same rate as life expectancy calculated from the age of 65 shifts upwards.
It is thus not assumed that increased life expectancy for the average
individual means more years of ill health towards the end of life. The
reason for this has been discussed in the preceding section "Healthier
aging”, and the question is briefly touched on below. If the assumption
that older people will be healthier at given ages — a view held by most
experts — were to prove false, costs would increase far more dramatically.
This would mean that the volume of eldercare consumed per person
remained constant for each age group and for each sex. The national
economic background required by the estimate is given in the following
fact box.

Per cent
15
Unchanged health at
given ages
......oooooo“'
o®®
10 o®

Old people become
healthier, "as though
3 years younger"
5
The 1940s generation reaches
8o around the year 2025
0

2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Expenditure on eldercare as a percentage of the wage amount.
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Prerequisites for the calculation

The growth of the wage amount is
determined by changes in the
number of hours worked and
changes in the real hourly rate of
pay. The number of hours worked
is in turn determined by the
number of persons employed and
their average working hours. The
number of employed persons has
been calculated on the assump-
tion that the proportion of the
working population of both sexes
and in each age group remains
constant, and — as a first step —
that the average working hours of
employed persons in these groups
remain constant. Changes in the
size of the gainfully employed
population and age distribution
contribute to a long-term decline
in the number of hours worked of
0.1 per cent per annum on average
during the period 2000—2050, with
the greatest reductions, 0.3 per
cent per annum, in the 2020s. Here
we have assumed a general reduc-
tion of annual working hours of 0.4
per cent per annum for all per-
sons. In terms of reduced weekly
working hours, this represents
approximately 1.5 hours a week
per ten-year period. In total, the
number of hours worked decreas-
es by 0.5 per cent on average
during the period 2000-2050.

The real hourly rate of pay is
assumed to rise by 2 per cent per
annum. This is significantly more
than the average for 1975-2000,
when the increase was limited to
some few tenths of a per cent per

annum, but significantly less than
for1950-1975, when the increase
was approximately 4 per cent per
annum. The growth of the wage
amount in fixed prices is thus 1.5
per cent per annum.

There is a successive increase in
the price of care production
relative to business sector produc-
tion. This is due to the fact that
productivity growth in the care
sector is assumed to be small or
non-existent. Growth in the real
hourly rate of pay by 2 per cent
per annum is assumed to be
equivalent to growth in industrial
productivity (production per hour
worked). A nominal rate of wage
increase of e.g. 4 per cent per
annum is thus consistent with a
rate of inflation of 2 per cent per
annum with unchanged profit
margins in industry. A prerequisite
is that the real rate of wage
increase in the care sector is as
high as in industry. In the event of
zero productivity growth in the
care sector, this would lead to a
relative price increase in care
consumption of 2 per cent per
annum. However, a part of care
consumption, approximately 25
per cent, consists of goods and
services bought in or procured
from the business sector and thus
can be assumed to have
productivity growth. The relative
price increase would then be 1.5
per cent per annum, which is what
has been calculated for the curve
in the diagram.

Old people are becoming healthier

The continuing increase in life expectancy that may be observed over a
long historical period has not led to any corresponding increase in the
number of years of cost-intensive ill health. The extra years of life have
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not consisted solely of years of ill health. As older people become
healthier, their need of nursing and care (at any given age) naturally
grows less.

It is not in itself an easy task to measure developments in the state
of health. In the surveys conducted by the National Statistics Office of
Sweden (scB) of the living conditions of the population (ULF), respon-
dents are asked to give their own estimation of their current state of
health. The results would seem to indicate that the health of older
people has improved over the years. The proportion experiencing full
health or slightly poor health has increased since the beginning of the
1980s both among “younger old people” and "older old people”. The
increase is somewhat greater for men than for women. It is conceivable
that such subjective findings underestimate more objective improvements
in health if it is true that norms for good health have risen in the
population.

In Appendix 8 of the Long-Term Planning Commission report,
LU 2000, I. Batljan and M. Lagergren, Ministry of Health and Social
Affairs (2000), there is a theoretical and empirical analysis of different
hypotheses concerning developments in the state of health of old people.
The authors conclude that the hypothesis with the greatest empirical
support is the one which views state of health as being determined
more by the number of years a person has left to live than by the
number of years already lived. Health deteriorates the nearer a person
comes to death, regardless of the age at which death occurs. An increase
in life expectancy would thus seem to mean that ill health, too, is
postponed until a higher age. The number of years of ill
health in old age remains constant, despite increasing
life expectancy.

A more radical hypothesis is that ill health is
shifting upwards in age even faster than the
occurrence of death. It would accordingly be

easier to improve health at advanced ages than
to postpone actual death. The period of ill
health preceding death would thus become
ever shorter.

Postponed illness leads to a reduction in
illness within given age groups. If the reduction
in illness is accompanied by a proportionate
reduction in eldercare costs, costs for eldercare
will decrease by the amount illustrated in the
table below. Here it is assumed that that
consumption of eldercare shifts progressively
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2000
2010
2020
2030
2040
2050

Reduced need of eldercare due to improved health of
older people. Comparison in per cent with a situation

upwards in age by 5 or 3 years during the period up to 2050. For example,
it is assumed that an 85-year-old in 2050 will require the same amount
of care that an 8o-year-old (or 82-year-old) requires today, and so on.
A similar standard technique is used by C.J. Nordén and H. Olsson

(2000).

If old people become as though. .. If old people in terms of health
Syearsyounger  3yearsyounger become progressively "as though 5

0 0 years younger” up to the year 2050,

10 6 the need for eldercare will drop
19 12 .

2 - dramatically. For example, by 2030
37 22 it will have fallen by approx-
46 28 imately 29 per cent. Batljan and

Lagergren arrive at similar results
based on projected trends in health

where health in given groups remains unchanged. development described in the

above-mentioned ULF surveys.

However, to assume that old people will become ”as though 5 years
younger” in respect of health is a lot to expect. Remaining life expectancy
from the age of 65 is assumed by the main alternative in scB’s latest
population forecast to increase by approximately 3.5 years up to the
year 2050. Possibly, therefore, the alternative that old people become
”as though 3 years younger” is more consistent with the hypothesis of a
more or less unchanged period of illness towards the end of life.

Causes of increased life expectancy and improved health

It has been argued above that steadily improving health among different
age groups will lead to a fall in age-specific consumption of eldercare.
But we could perhaps turn the argument around: do we not owe increas-
ed life expectancy and improved health primarily to an increase in the
consumption of eldercare?

The National Statistics Office (scB) bases its assumption of increasing
life expectancy on a number of factors: progress in medical science and
medical care, better living conditions, healthier lifestyles, etc. Improved
health and increased life expectancy in nearly all the nations of the
world is related to economic progress in its widest sense. Genetic changes
surely play a negligible role — there are scarcely any biological advantages
to living to twice the normal reproductive age as people do today in the
West. Consequently, this development is not on the whole "for free”.
On the other hand, there is no general scientific consensus as to which
factors are decisive.
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One cause of longer life and better health, especially in the early
stages of a country’s economic development, is improvement in the
standard of private consumption: more and better food, housing,
hygiene, and so forth. Public expenditure has, in this context, normally
played a minor — though perhaps not non-existent — role. Another
cause is healthier lifestyles: less tobacco and alcohol addiction, more
exercise and less overweight, etc. Such improvements do not cost much
in themselves, but naturally stem in part from scientific research and
public information campaigns. A third factor is progress in the field of
medicine and health care, which in Sweden, of course, has been closely
linked to public sector activities. It is partly a matter of an overall rise
in the standard of living of people of all ages — which may be termed
"primary preventive medical care” — and partly of specific measures
aimed at postponing death, eradicating disease and relieving pathological
symptoms. As regards the latter, increased consumption of eldercare
has played a special role.

That life expectancy and health vary between different socio-
economic groups within one and the same country has been proved to
be the case in both the usa and Sweden. As regards Sweden, this has
been established by, for example, M. Thorslund and O. Lundberg (1994).
The problem is, of course, that elderly people in different socio-economic
groups enjoy — and have enjoyed throughout the whole of their lives —
different standards of private consumption and lifestyle and probably
also of health care resources. The importance of individual factors is
thus difficult to quantify.

We might also mention the so-called iatrogenic need of care, which
is taken up by Baltjan and Lagergren. Care itself may create a need for
further care, sometimes as a result of erroneous treatment, sometimes
as a result of excessive treatment (institutionalization).

Thus, even though we cannot be sure to what extent
increased eldercare contributes to higher life expect-

ancy and improved health, it is clear that over
time the volume of care in Sweden has
risen considerably more than can be
explained by changes in the age
structure of the population. This does
not apply, however, to the 1990s, when
the trend was reversed. If the volume
of medical care continues to decrease
from now on, this may have a negative
effect on life expectancy and health.
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Growth in the standards of eldercare

The long-term increase in the consumption of eldercare beyond what
can be explained by changes in the age structure of the population (and
despite reduced illness within every age group!) is not a trend unique
to Sweden. In many different countries, we find a strong link between
medical care consumption per citizen and the general standard of living,
measured, for example, as GDP per capita. Nor is the trend restricted to
eldercare, but has affected most kinds of public consumption — child
care, schools and medical services in general. The diagram below illustrates
how the volume of individually consumed but publicly financed consump-
tion would have developed from 1950 onwards if the consumption of
each service had remained constant per person and age group — that is,
assuming no improvement in the health of old people — projected back-
wards in time instead of forwards. The curve bulges up and down,
mainly reflecting changes in the number of children and old people.
However, actual public consumption (which here, admittedly, includes
collective consumption such as defence, the judicial system, etc.) has
shown a far greater increase. Only from the end of the 1980s onwards
has there been a slower increase during some years, mainly the years of
severe cutbacks occasioned by the depression of the 1990s. In essence,
this last period reflects falling standards, while in the long-term historical
perspective we have thus witnessed a dramatic increase in standards.

Per cent

Actual public consumption

Age-determined needs

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000

Note. Age-specific needs calculated on the assumption that the volume of medical
care, nursing, etc, has remained constant per person and age group from year to year
during the whole period. Three years moving average for actual public consumption.

SOURCE: SCB’S NATIONAL ACCOUNTS AND POPULATION STATISTICS AS WELL AS C.J. NORDEN AND H. OLSSON
(2000).

Growth in volume of public consumption since 1950. Percentage of preceding
year.
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Increasing life expectancy and improved health may be due, at least in
part, to improved standards within eldercare itself, as a result of scientific
advances and of a general approach promoting the will to live. Such a
rise in standards costs money. Moreover, given improved standards in
other sectors of society, it is hardly surprising if standards also rise in
this consumer sector, regardless of developments in people’s state of
health. A better standard of eldercare is no less reasonable a demand
than a better standard of food and drink, clothes, travel, etc, and thus
may have little to do with health improvement. For example, one might
anticipate a future increase in the volume of eldercare consumption —
per eldercare consumer — that was proportional to the growth of Gpp
per capita.

The estimate in the diagram on page 49 is based on an assumed
growth rate in business sector productivity of 2 per cent per annum
and a standard rate of zero for productivity growth within wage-intensive
public production. Combining this with current forecasts for develop-
ments in total population and volume of work, we arrive at the following
per capita growth in GDP in per cent per annum:

2000—20I0 0.9
20I0—2020 0.8
2020—2030 0.8
2030—2040 1.3

20402050 1.0

With an equivalent growth in the standard
of eldercare, expenditure would increase
considerably more than under the con-
ditions stated earlier. This is illustrated
in the diagram at the end of this
section. From a historical point of
view, however, a growth in standards
matching GDP per capita is not parti-
cularly high. It may be noted that total
public consumption during the period
1960—2000 rose by approximately 2.7 per
cent per annum, which, spread over con-
sumers in relevant age groups, represents a growth
in standard of 2.2 per cent per annum. (This is essentially the average
difference between the curve and the columns in the diagram on page
54). GDP per capita likewise rose during the same period by just over 2
per cent per annum.
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The question naturally arises whether it makes sense to fund such
continued growth in standards in the traditional way. One could imagine
a system where "basic needs” were financed through taxation and higher
standards were something that could be purchased by those with the
desire and the means. But how are we to define basic needs? Do we
mean approximately the standard we enjoy today, or somewhat lower

or higher?

Higher growth in industrial productivity

It might be objected that the rate of growth in business sector product-
ivity assumed here, 2 per cent per annum, is too low an estimate. On
the assumption that profit shares remain constant (see the preceding
fact box), faster growth in business sector productivity would mean
corresponding increases in real wages and thus provide a stronger base
for taxation and fees. However, this does not mean it would be signifi-
cantly easier to finance health care consumption. For we may reasonably
assume that employees in the care sector would demand the same increase
in real wages as industrial workers, even if there was no equivalent
increase in productivity in their own sector. This would lead to a corre-
sponding increase in the cost of health care consumption. In relation to
the wage amount, the cost of eldercare would remain more or less the
same. On the other hand, it is naturally possible that higher charges for
care would be less of a burden for people whose incomes were proport-
ionately higher. Even a future increase in real hourly wages of 2 per
cent per annum would be quite large compared to what has been
achieved on average over the past 25 years. By 2030, this would mean an
hourly wage that was 8o per cent higher than that of today.

Increased supply of labour
The outcome would be quite different if faster economic growth was
based on a greater amount of work being performed in the economy. In
the estimates presented earlier, the number of hours worked was assumed
to decrease by 0.5 per cent per annum up to the year 2050. See the fact
box on page 50. An especially large decrease in the supply of labour, 0.7
per cent per annum, is forecast for the 2020s. If the decrease in the
number of hours worked could be avoided, the income base for financing
eldercare would grow while the cost of wages per hour would remain
unaffected. As an example, we could mention that up to the year 2030,
this would be equivalent to a development where future costs for eldercare
were approximately 15 per cent lower than in the main estimate presented.
A reduction in the number of hours worked could be counteracted
by an increase in the proportion of people working in the population.
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In the basic estimate, the proportion of people working in each age
group is assumed to be constant, including the older generations of
gainfully employed. In the Social Insurance Book 2000 published by
the National Social Insurance Board of Sweden (2000), it was asked
whether it might be possible to stem the downward trend in the partici-
pation of older people in the workforce. The conclusion was that the
prerequisites existed but that the stumbling block was the traditional
conviction — firmly rooted among both employee and employer and
among their organizations — that it was best for employees to retire
from working life well before the age of 6.

Furthermore, the basic estimate assumed a decrease in the average
working year per person of 0.4 per cent per annum (which in terms of
weekly working hours would mean 1.5 hours per ten-year period). Such
a decline may be described as fairly small in relation to long-term
European trends. See, for example, the regular publication of statistics
in oecp’s Employment Outlook. Over the past 20 years — though not
earlier — Sweden has proved to be an exception to the rule, with slowly
increasing average working hours. This is probably to be explained by
the virtually non-existent growth in real wages up to a few years ago.
Longer working hours have been a way for employees to achieve at least
a minimal real increase in annual income. There exists, both over time
and between countries, a clear inverse ratio of growth in real hourly
wages to annual working hours. See, for example, H. Olsson, the National
Institute of Economic Research (1996). With such a positive long-
term prospect of growth in real wages per hour as 2 per cent per
annum, as has been assumed here, it is probable that part of the
potential for increased income will be taken out in the form
increased leisure.

Labour and wages in the care sector
The supply of labour in Sweden is thus likely to diminish
in absolute numbers from the end of the present decade.
However, given the developments in eldercare con-

sumption outlined above, the number of people
employed in eldercare will need to increase by a
few per cent per annum during the period 2010—
2030. (This assumes that older people will become
”as though 3 years younger” while standards of
medical care per consumer remain constant.)

Bearing in mind that the care sector today also

has a more problematical age structure than the
economy as a whole, with many people scheduled to
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retire in the next few years, recruitment problems may arise. As shown
in the diagram below, nearly half of those employed in the municipal
sector are now over 45, compared with only a third of those employed
in private industry. Moreover, there is a large overrepresentation of women.
In 2000, 38 per cent of municipal employees were women over 43.

Women Men Both sexes
State 21.0 29.1 50.1
Municipalities and county councils  38.1 10.5 48.6
Private employers 12.4 22.0 34.4
Self-employed persons 14.0 41.9 55.9
Total 19.9 21.3 41.2

SOURCE: SCB’S LABOUR FORCE SURVEYS.

The proportion of persons aged 45 or older in employment in 2000.

There are already signs of an imminent shortage of, among others,
nursing staff and teachers. Even so, a few years remain before the large
generation of the 1940s reaches the age when, following historical prece-
dent, they begin to leave the workforce en masse. The next table shows
the result of an estimate based on the assumption that the proportion
of employed people in the population in various age groups remains
unchanged relative to the year 2000 and that there is no transfer between
sectors of people who have established themselves in given sectors from
the age of 25—30.

Sector Number of persons Changein %
State —20,000 —9.1
Municipalities and county councils —105,000 -9.5
Private employers and self-employed +119,000 +4.2
Total —6,000 -0.2

Note. Estimates of total employment assume an unchanged proportion of employed
persons in the population in respect of age and sex from 2000. Development per
sector has been estimated assuming that the various sectors up to 2010 maintain
their share of employment of the different age groups made up of cohorts who are
today 25 or older. For younger cohorts, it is assumed that employment in 2010 will
be distributed according to the pattern that applied to the same age groups in 2000.

SOURCE: SCB’S LABOUR SURVEYS AND POPULATION FORECASTS; ANALYSES OF THE NATIONAL SOCIAL
INSURANCE BOARD.

Hypothetical changes in employment 2000-2010 if no transfer of labour
occurs between sectors.
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In these circumstances, municipalities and county councils will suffer
a net loss of over 100,000 persons in the space of 10 years. One way of
preventing this from happening would be a successful recruitment cam-
paign among young people entering the labour market for the first
time. Of those employed today aged 20—30, approximately 20 per cent
work in the municipal sector. This figure needs to increase to well over
30 per cent in the next 1o years. To a certain extent, it may also be
possible to attract labour from the private sector. In both cases, however,
a major effort will be required. Changing the structure of operations
by increased privatization and conversion to independent companies is
naturally not a universal cure: the mere fact of people switching institu-
tional sectors does not change the market situation in any essential way.
Of course, recruitment might become easier, if it is true that private
employers are seen as being more attractive than public ones. The fact
that municipal employers are not particularly popular among employees
(including municipal employees themselves and privately employed
persons) has been shown, for example, in a survey presented by the
Association of Local Authorities. See the Association of Local Authori-
ties (2001).

It might well prove necessary in the long run to raise relative wage
levels in the care sector, which would inevitably involve increased costs.
As an arithmetical example, let us assume that a rise in pay of 0.75
percentage units per annum over and above the average for the rest of
the labour market is required up to the year 2020. This will eventually
result in approximately 16 per cent higher costs for nursing and care if
the volume of consumption remains the same. This increase in expendi-
ture would thus approximate to the savings up to the year 2030 deriving
from the feeling among old people that they are "as though 3 years
younger”, as calculated in the estimate above. Baltjan and Lagergren
(2000) present an estimate with a similar outcome, where, however, the
relative wage level is adjusted by o.5 percentage units per annum
extended to the year 2030.

Reduced expenditure on child-care and schools

The decrease in the number of children threatens to create a national
economic supply problem in the long term but from the point of view
of public finances it will naturally be a relief when the baby-boom
children born around 1990 reach school-leaving age a few years from
now. The ratio of expenditure on child welfare, schools and paediatric
care to the wage amount is about to diminish if we merely look to
population trends and assume the same standards and scope of activities
as today. In the 2010s, the need for expenditure on children and young
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people will drop dramatically due to demographic developments. If we
assume that the number of children born will eventually increase —
reaching a level of 1.8 children per woman after 2010 compared with
just over 1.5 today — this financial “savings potential” relative to today
will nevertheless be exhausted by the end of the 2020s.

It is thus not true that increasing expenditure on eldercare can be
compensated by reduced expenditure on children due to falling birth-
rate, other than in the short term. If there is no recovery in the birthrate,
the potential will of course be greater, but in that case the problem of
maintaining our national economy will be gravely aggravated in the
long-term perspective beyond 2030.

Uncertain cost trends

A more or less significant increase in the future cost of eldercare appears
to be inevitable. The rate of increase will accelerate in the 2020s, when
the 1940s generation starts to be increasingly in need of care. The exact
course of this development is naturally difficult to forecast in any detail.
It will depend, among other things, on developments in health, but the
tuture level of ambition regarding standards of care will be an important
factor. Developments in life expectancy will also certainly exert an influ-
ence. Here we have used the main alternative in the latest population
forecast from scB, which states that the expected remaining average
length of life at the age of 65 will increase by approximately 3.5 years up
to the year 2050. This forecast is predicated on continued advances in
medical science, but it is impossible to prophesy future developments
in detail or what the costs of these will be. At one extreme, we can
imagine that it will be relatively cheap to "buy” both longer life and
better health. In that case, the increase in costs for eldercare will not be
so onerous. At the other extreme, the discoveries of medical science will
be very expensive to apply. In this case, a long life and constantly improv-
ing health will not be something available to everyone, but rather a
luxury commodity, purchasable by those who desire it and can afford
it.

During the past 1o—15 years, there has been a trend towards increased
private production both in nursing and care and other traditional areas
of public consumption. The aim of privatization has generally been to
render production more effective through increased competition — also
in those cases where production is still collectively financed by taxation.
Within certain areas of care, the use of new technology can certainly
contribute to improving efficiency and keeping costs down. However, a
high staff ratio constitutes in many respects a quality dimension in its
own right, making it difficult to reduce costs without reducing standards.
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Regardless of whether the element of private enterprise grows or
diminishes in the coming decades, the need for extra staff is likely to
increase.

Per cent
15
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00°°..

Old people become ”as ..0. Old people
though 3 years younger” o @®~ become “as though
+increased standard _g@®" 3 years younger” + relative

0 @ up to year 2020

Old people become ”as
though 3 years younger”

0
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Note. Increased standard refers to increased volume per patient proportionate to
growth of GDP per capita. Relative wage increase means 0.75 percentage units per
annum in higher costs within the care sector up to the year 202o0.

Expenditure on eldercare as a percentage of the wage amount.

There is also a private component in the area of financing — individual
charges for treatment. An ever larger part of consumption could be
paid by consumers themselves by means of such charges. In terms of
national accounting, this means that public consumption becomes private
consumption, even though production continues to be publicly owned.
In formal terms, this provides a means of keeping taxation down, but a
given volume of nursing and care costs the same regardless of
whether it is paid for privately or collectively. Funding by
taxation versus funding by individual treatment charges is a
political choice determined by redistribution priorities. It

can also be seen as a question of ensuring equality between
different generations. Is it fair that the small number of
people born in the 1990s should pay much higher taxes
in the 2020s in order to provide the large number of
people born in the 1940s with eldercare? Conversely, is
it fair that those born in the 1940s should have to

pay expensive private charges for medical care , ;
simply because their children did not provide Q
them with enough grandchildren to support

them?
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Saving and getting a return

Sweden is currently in a rather favourable demographic situation. For
some years to come, there will be only a slight increase in the number
of people so old as to make major demands on eldercare. It is even
possible that in the early 2010s the number of people over 8o will decrease
in absolute numbers. The reason for this is that the generation born in
the 1930s is small. When the large number of people born in the 1940s
cross the 8o-years-old threshold in the 2020s, costs will soar, even if
health improves dramatically and illness is progressively postponed until
nearer the end of life. This has been discussed in earlier sections. If we
wish to do something about smoothing out the financially embarrassing
bulge in costs that is destined to appear then, now is the time to start.

Several public opinion polls have revealed that people are concerned
that they might not receive adequate care in old age. For example, in a
survey which Tco (The Swedish Confederation of professional Em-
ployees) presented in May 2001, 40 per cent of respondents stated that
they would have to take out some form of insurance in order to feel
more secure.

Insurance and saving

It is possible, however, that eldercare insurance schemes from private
insurance companies have only a limited prospect of reaching the market.
This has been discussed in the section "Eldercare insurance? — some
conclusions”. There are many indications that this type of insurance
scheme, in order to be profitable, requires such a high premium that it
would be difficult to market successfully.
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A major reason for this is that eldercare is something most people
need during a few years towards the end of their lives. Insurance in its
classic form means that an insured person receives compensation for an
unusual event involving great expense #/1t happens. Risks are thus spread
among the insured community. A typical example is fire insurance. In
an eldercare insurance scheme, where the majority of the insured would
claim compensation, risk-spreading would be less. The premium must
therefore be set high — the insurance policy in reality taking on the
character of a savings account.

In a similar way, a pension insurance scheme may largely be regarded
as a form of savings, since there is high probability of receiving an
insurance payment. Logically enough, one speaks of ”saving in a pension
insurance scheme” (but never of "saving in a fire insurance scheme”).
The difference between an eldercare insurance scheme and a pension
insurance scheme is nevertheless considerable. Certainly, many people
are interested in saving up for their old age, for example, in pension
insurance schemes. But they do not wish to withdraw their savings
capital in the form of a certain specified emolument paid in kind” (in
this case, eldercare) that they possibly feel they have no use for. It cannot
be converted to anything else or be passed on to heirs. The individual’s
savings goal is ready cash, which can be used for any purpose the day
the capital is withdrawn. Another reason for being reluctant to take
out an expensive eldercare insurance is presumably the conviction that
eldercare is something one has a right to in any case, because of the tax
one has already paid throughout one’s working life.

If we wish to spread costs fairly over time — that is, not charge old
people high fees for individual treatment nor impose excessively high
taxes on the young — it will presumably be necessary for the state to
take responsibility for, or stimulate, some form of "buffering”. This
problem and its possible extent is illustrated in the diagram below.
Eldercare at present costs just under 3 per cent of GDP, that is, the
amount of revenue from taxation that goes to financing eldercare. Very
soon, however, an amount of 3 per cent of Gpp will not be enough to
cover expenditure. Just how inadequate will in itself depend on which
assumptions we base our estimate on. See the preceding section for
more details. Here we have chosen the cost alternative based on the
assumption that older people will get progressively healthier ("as though
3 years younger” in 2050) and that there will be no increase in standard
for those receiving care, but that there will be a relative wage increase
for employees in the care sector, giving a relative average wage just over
15 per cent higher in 2020 than it is today. In the diagram, it is assumed
that from 2003 onwards a supplementary amount equivalent to 1 per
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cent of GDP is put aside for eldercare. Eldercare is thus allowed to "cost”
3.8 per cent of GDP as of 2003 — the current level of 2.8 plus the supple-
mentary amount of 1 per cent of GDP. In this way, financial savings
arise that initially amount to 1 per cent of GDP but later progressively
decrease. From approximately 2025 onwards, 3.8 per cent of GDP (in the
illustration below) will no longer be sufficient to cover expenditure,
but now the accumulated savings can be used. This is where "dissaving”
starts. These savings may be sufficient to finance eldercare up to the
year 2050 in combination with a continued supply of "fresh” money
equivalent to the current level of 2.8 per cent of cpp. Whether this
turns out to be the case or not will depend on the yield from the savings.
The higher the yield, the lower the savings need to be to meet the
requirements of the dissaving phase. This is a question we will return
to later.

sek billion, at year 2000 price levels
175

Expenditure
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75 co00000000°
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Note. Expenditure calculated according to the alternative where older people
become healthier ”as though 3 years younger”, described in the section ”The future
cost of eldercare”, and on the assumption that those employed in eldercare receive
a relative wage increase of 0.75 per cent per annum up to the year 2020.

Illustration of buffering of eldercare costs.

Forms of state influence

The state has always attempted to influence savings in society in one
form or another and to a greater or lesser degree, largely via the insurance
business and the credit market. Some measures have been temporary,
primarily of a politico-economic nature, while others have been institu-
tional and more long-term.
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Until the late 1980s, the market for long-term credit was regulated,
with tight controls of credit volumes, interest rates and other credit
conditions. The overriding aim was to secure the credit requirements
of the state and of housing production, but also — especially during the
1970s — to control the aim and direction of industrial investment. When
the major part of the regulatory framework was dismantled some 15
years ago, this was partly due to a renaissance of liberal thinking on
market economy, and partly to the fact that increasingly effective inter-
national capital markets — despite currency controls — rendered domestic
regulatory systems ever more ineffectual.

In the field of pensions, state influence still makes itself felt. The
National Pension Fund (aP) was created at a time when regulatory
thinking still held sway. It was set up to compensate the fall in people’s
individual savings that was anticipated — quite correctly as it turned
out — after the introduction of the national supplementary pension
scheme (aTP). The fund was built up using a higher pension contri-
bution than was necessary to finance the initially modest ATP pension
payments. A large amount of fund capital was used, with the support
of a regulated credit market, to finance the extensive house-building
program of the 1960s and 1970s.

The recently introduced premium reserves in the general pension
system are distinguished, like the Ap Fund in its initial stages, by the
fact that contributions paid in initially exceed pensions paid out. The
difference is that the state now exerts only minimal influence on how
the capital is invested, contenting itself with deciding the size of contri-
butions. One of the original aims of setting up the premium reserves
was, according to the directive given to the Pensions Work Group
established at the beginning of the 1990s, to increase savings in society.
During the boom years of the late 1980s, household savings were
distinctly negative.
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Both the aAp Fund and the Premium Reserve Scheme were thus
established with the aim of exerting a positive influence on total savings
in society. Historically, it has been a somewhat different story with
regard to the subsidy given to private pension insurance schemes in the
form of tax-deductible premium payments. Admittedly, income from
the insurance must eventually be declared as taxable income, but the
tax credit thus extended has meant in practice that the yield is tax-free.
More recently, these favourable terms have been limited by a special
tax on yield. The origin of the subsidy, which has a long history, is to
be traced to a desire to give self-employed persons the same pension
conditions as employed persons with contractual pensions. For the latter
group, the employer pays premiums or contributions, which are not
taxed as income for the employees. Although the deduction was thus
not specifically aimed at increasing pension savings, it has nevertheless
been an important contributory factor in the strong growth of individual
savings. Subsidized savings programmes with the express purpose of
stimulating savings have also been set up at intervals, for example, the
so-called National Savings Scheme that was set up in 1978.

There are thus many ways in which the state may
exert an influence — granting savings subsidies, pre-
scribing compulsory savings as in the Premium Reserve
Scheme or managing its own investments as in the Ap
Fund.

Finally, the state can also set up a savings target for
its own budget. A surplus in state finances allows
amortization of the national debt and by extension
the creation of net state capital. This provides greater
scope for running up a deficit to cope with critical
periods in the future. Currently, there is a parliamen-
tary resolution stipulating that the public sector in its
entirety should have a financial surplus equivalent to
2 per cent of GDP over a trade cycle. This savings target
originates from the so-called convergence programme

that was set up to prepare Sweden for participation in
the European Monetary Union.

Future ’dissaving’ in pension funds

When the large 1940s generation starts to retire towards the end of the
present decade, the size of pension incomes will increase in relation to
salary incomes. This will be made possible by running down the pension
tunds. The long process of reforming the National Pension Scheme is
finally over. One aim has been to plan for the expected strong increase
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in the number of old people relative to the working population. The
extra strain will be felt in the pension system before it starts to affect
eldercare, since pensions are normally claimed well before the age at
which the need for eldercare becomes acute. The primary goal has been
to finance pensions in such a way that contributions and taxes paid by
the gainfully employed to the pension scheme need not be raised in
relation to their income. The solution has two main features. One is
that the size of payments will be related to the incomes earned by the
gainfully employed at the time, to continuing developments in life
expectancy and to the yield from both premium reserves and the ap
fund. In the worst case, a so-called automatic balancing mechanism
will be activated, ensuring that the commitments of the scheme are
trimmed to match current economic and demographic developments.
The second feature involves exploiting the capital that has accumulated
in the AP funds over the past four decades. According to most reasonable
scenarios of demographic and economic developments, the Ap funds
will be drastically run down during the period 2010—2040, that is, during
the years of retirement of the 1940s generation. See O. Settergren, et al.,
the National Social Insurance Board (2000). According to the chosen
model, only by using the Ap fund and its yield may a successive reduction
in future pension levels be avoided, given the forecast increase in the
number of old people per gainfully employed.

Considerable 'dissaving’ will also occur in contractual labour market
pension schemes and private pension schemes from around 2010 on-
wards. It is extremely difficult to calculate how large the total dissavings
from the pension funds will be. However, a rough
estimate is that it will be in the range of sEk 50

to oo billion a year during 2010—2040 (at year
2000 price levels), or 2 to 3 per cent of GDP,
depending on which assumptions are used
in the forecast, and with significant
variations over time. This money natur-
ally constitutes income for pensioners,
but to a certain extent it also generates
revenue for the public sector (since it
is classed as taxable income). Fund
investment for pensions also means
fund investment for tax revenue.

The ability to exploit "fund-invested
tax revenue” (not deriving from taxation
of current GpP) has a certain effect on the
illustration given in the diagram above of
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how a distribution of eldercare costs over time may be effected. Assum-
ing that the extra tax revenue is shared proportionately among various
public undertakings, the illustrated level of 3.8 per cent of GDP in the
diagram would fall by something like one or two tenths of a per cent.

What is saving?

From the point of view of the national economy, neither an eldercare
insurance scheme nor an eldercare savings scheme differs in principle
from similar arrangements for cash pensions. It is a question of saving
(in centralized or individual forms) during the years that remain before
the heavy increases in expenditure occur, and from that point on
‘dissaving’, that is, disposing of the accumulated capital.

Saving means refraining from using the entire amount of one’s
income for consumption. In an economy sealed off from the rest of the
world (or in the world as a whole), it is only possible to save by investing
in real resources, fixed capital, that can be used as the means of produc-
tion at some future date. This may consist of houses, industrial or office
real estate, machines, transport or communication facilities, and other
forms of so-called infrastructure, but also of so-called intangible assets
like education and scientific resources. In order to constitute saving in
a proper sense, a net saving, investments must be greater than the
ongoing erosion of capital due to wear and tear or to other causes of its
becoming less usable. Only investments in excess of this (net investments)
increase future production and income potential.

For an individual country, there is the additional possibility of
foreign investment — to acquire foreign capital or lend money to other
countries. This type of saving gives rise to future income in the form of
dividends, interest, etc. From a national perspective, saving abroad
requires that the country exports more than it imports, that is, it
consumes fewer goods and services than it produces.

Increased saving ex ante (planned in advance), which is not matched
by real investments or export surplus, leads ex post (as actual outcome)
not to increased saving but to reduced income. The attempt at saving
leads to reduced production since consumption falls while investments
and exports remain constant. The reduced production leads to incomes
in society in the form of wages and profits decreasing proportionately.
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Elementary national accounting:

GDP = production = income

GDP = consumption + domestic investment + export surplus
Saving = income — consumption

Saving = domestic investment + export surplus

Individuals in a given country can save by purchasing securities from
(that is, lending to) other individuals in the country. However, from
the national standpoint, such individual saving does not constitute
saving unless it is later invested by the borrower. Otherwise, it is merely
a matter of securities changing hands within the country.

The distinction between what constitutes saving and what does
not, is important if one is to introduce a nation-wide system of saving
for, let us say, future eldercare. There is no guarantee that saving in the
country as a whole will be greater as the result of such a system, even if
contributions are compulsory. A major deciding factor is what those
paying the contribution do next. If they react positively, convinced
that the insurance really means guaranteed care in old age, they may
decrease their saving in other ways and thus maintain the same volume
of consumption as before. In that case, there will be no additional re-
sources available to the gainfully employed of the future, who in the
end will have to foot the bill for eldercare costs. One has merely created
a mechanism, an alternative to the taxation system, for extracting money.

If increased saving results, the question remains: to which invest-
ments do the savings correspond? In a country without access to the
international capital markets, the result would be that the price of shares
and bonds rose and that yields fell. Real industrial investment would
be stimulated due to lower costs for capital, but it is not certain that
demand for capital would match the initial increase in supply. Reduced
consumption might have a negative effect on industry’s belief in the
future and dampen investment. Lower growth and recession would be
the result. This is an analysis in the spirit of the famous economist,
J.-M. Keynes, by now more or less upstaged by more modern theories
and by changed institutional conditions, but still of some interest for
large countries with economic problems like Japan and the usa.
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Illustration of successful and less successful buffering

The economy is assumed to be stationary with three generations: the old (no earned
income), the middle-aged and the young (earned income of 1000 each). The old live by
selling securities 200 (dissaving) which they bought when they were middle-aged in the
preceding period. Any yield is ignored. The middle-aged buy securities 200 (saving) from
the old to live off when they become old in the following period. The young neither buy
nor sell securities, but are assumed to pay for society’s real investments 200. In this
stationary economy, the investments consist only of replacement of worn-out real capital.
The economic structure is stable for each period:

Period 1 Now, suppose that in period 1, the

Gener- Income Securities Invest- Consump- middle-aged generation 2 decide to

ation  (6op) Buy Sell ment tion increase their consumption in period 2

1 200 200 when they become old by 100 to 300;

2 1000 200 800 they do this by saving 100 more and

3 1000 200 800 consuming 100 less. The old in period

T e — B 1, however, only have 290 securities to
sell. The young generation 3 then

Period 2 borrow 100 from the middle-aged, i.e.

Gener- Income Securities Invest- Consump- they sell securities 100 to the middle-

ation (epp) Buy Sell ment tion aged, who can now purchase their

2 266 266 desired 300.

3 1000 200 800 For everything to work, the young

4 1000 200 800 must invest the 100 they borrowed,
i.e. totally 300. They can invest in

Total 2000 200 200 200 1800

domestic long-life real capital or in
foreign countries by exporting. The
investment corresponds in real value to the consumption 100 that the middle-aged have
abstained from. In period 2, the old generation 2 sell their securities 300; 200 to the now
middle-aged generation 3 (who resume the earlier saving pattern of the middle-aged) and
100 to the young generation 4, who only need to invest 100, providing the extra investment
of 100 that was made in period 1 is usable. Generation 2 achieve their desired consump-
tion 300, and the two other generations receive the traditional consumption amount 8oo:

Period 1 Let us assume that the young in gene-
Gener- Income Securities Invest- Consump- ration 3 instead consume the 100 they
ation  (epp) Buy Sell ment tion borrowed from generation 2. They only
1 200 200 invest 200 (as young people usually
2 1000 300 700 do in the stationary economy) and
3 1000 100 300 800 inherit the potential for consumption
Total 2000 300 300 300 1700 left by the middle-aged; they
consume 9oo instead of 80o. Now a
Period 2 number of things may happen in
Gener- Income Securities Invest- Consump- period 2. One possibility is that the
ation  (epp) Buy Sell ment tion young generation 4 who take over
5 300 300 actually buy securities 100 from the
3 1000 200 800 old, as was intended. However, they
4 1000 100 100 800 need to invest an additional 200 (not

as above 100) to keep the country’s
Total 2000 300 300 100 1900
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real capital intact (alternatively, the country must borrow from abroad). They can also
lower their consumption to make room for investment, which was naturally not the idea
from the beginning. A third possibility is to resist buying the old people’s securities and
focus on investing what is necessary 200 and consume their 8oo. The old would thus be
unable to consume 300 as they had planned. In this situation, they presumably lower the
price of their securities and in so doing possibly persuade both earning generations to
buy 25 each. The result in that case is:

Period 1 All generations have in period 2 had a
Gener- Income Securities Invest- Consump- smaller consumption than was planned.
ation  (épp) Buy Sell ment tion It is, however, important to note that
1 200 200 total bp and total consumption over
2 1000 300 700 both periods has not been affected. In
3 1000 100 200 900 the example, generation 3 turn out to

be the winners, while both the others

Total 2000 300 300 200 1800

are losers. The example shows that
Period 2 opportunities for consumption are
Gener- Income Securities Invest- Consump- governed by production capacity and
ation (GpP) Buy Sell ment tion that the creation of a buffer must be
5 250 250 matched by real investments within or
3 1000 225 775 outside the country if the desired
4 1000 25 200 775 result is to be achieved.

Total 2000 250 250 200 1800
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In a small country like Sweden, which now enjoys free access to the
large international capital markets, and where industry consists for the
main part of powerful multinational companies, it is unlikely that
increased domestic savings have any significant effect on domestic capital
formation. Return on interest and other yield from capital is largely
determined by international factors. Nevertheless, it is naturally possible
for governments to guide a number of public investment projects in a
direction which supports the goal of a demographically-determined
capital growth in coming years. Increased savings will otherwise in all
likelihood be mainly seen in foreign trade surplus, in the balance of
payments. In recent years, a great deal of Swedish savings have been
invested abroad. See the table.

Per cent of cDP SEK billion
Per annum

1950— 1960— 1970—- 1980—-  1990—  1995— 1995—
1959 1969 1979 1989 1994 1999 1999

Gross investments 22,0 25,3 21,7 17,9 17,2 16,4 301

./. Capital erosion 9,6 10,0 10,5 11,9 14,1 13,7 252

= Saving in Sweden

(net investment) 12,4 15,3 11,2 6,0 3,1 207/ 49

+ Saving abroad

(balance of trade) 0,2 -0,3 -0,7 1,4 -1,7 3,4 62

= Total saving 12,6 15,0 10,5 4,6 1,4 6,1 111

SOURCE: ADAPTATIONS OF SCB’S NATIONAL ACCOUNTS.

Swedish saving 1950-1999. Average for 10- and 5-year periods.

The long-term problem

The heavy running costs of eldercare a couple of decades hence must,
like pensions, be paid by those gainfully employed at the time. One
aim in establishing a savings scheme today should be to compensate for
this by reducing other expenditure during the years when eldercare
costs soar. As mentioned earlier, this can be accomplished by investing
in domestic real capital during the coming years to such an extent that
the need for future investment is reduced. Another way is to create a
reserve of capital abroad by means of a trade surplus that can later be
"dissaved’, thus reducing the need to produce exports to finance imports
in the future. An export surplus today may balance an import surplus
tomorrow.
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As far as domestic investments are concerned, there are limits to
how far it is possible or meaningful to increase these. The likeliest candi-
dates are various infrastructure projects. To produce machines, etc, and
then mothball them for 20—30 years is naturally not well-advised. They
will be obsolete long before it is time to use them. In any case, this will
not happen so long as investment decisions are made on market economy
terms.

The alternative of buffering based on balance of payments raises
special problems. This strategy assumes that the future working popu-
lation of other countries will through an export surplus supply part of
Sweden’s need of goods and services. Many of the leading economies in
the world, including several EU countries, are facing the same demo-
graphic problem that confronts Sweden and may be tempted to adopt
an identical strategy. In that case, there will be competition in achieving
an export surplus in the coming years, followed by competition in
achieving an import surplus. Especially if we look beyond Europe, it
can be difficult to decide which countries to invest our export surplus
in at reasonable risk. Poorer countries’ export potential and capacity to
pay in 20—30 years’ time is uncertain. Moreover, the fact that inter-
national trade and capital exchange function more or less smoothly
today is no guarantee that this will be the case several decades from
now.

An eldercare fund can no more than a pension fund, barring excep-
tional circumstances, directly finance large infrastructure projects. This
would amount to taking an almost maximal risk of not being able to
sell the assets of the fund when the money was needed. Solely to invest
the capital abroad is likewise one-sided and full of risks. Large infra-
structure projects and the management of total national assets relative
to foreign countries are properly the domain of the government budget
and national economic policy. One way of tackling the eldercare problem
might therefore be to take the coming increase in eldercare costs into
account when deciding the surplus target of the national budget. Elder-
care fund investment would thus become an integral part of long-term
national debt policy. One disadvantage of this approach is that the
buffering would be hidden from sight and not easily understandable
by the general public. The claims of eldercare would be weakened in
competition with other areas of public expenditure.

Eldercare fund investment outside the national budget could either
be regulated in roughly the same way as the Ap funds, or be based on
obligatory premium contributions invested according to the wishes of
individuals, much like the premium reserve funds in the general pension
system. The latter alternative would, however, if it functioned as
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intended, lead to people receiving different standards of care depending
on which funds they happened to invest in. Such redistributionistic
consequences have been deemed acceptable in the general pension
system but are likely to be less palatable in a public eldercare system.
That individual saving for eldercare would occur to any great extent
solely through the operation of market forces must be considered, as
mentioned earlier, rather unlikely.

Regardless of the exact form that eldercare fund investment
assumes, an important consideration affecting its dimen-
sioning is the yield that may be expected from fund capital.
Referring back to the diagram on page 64 at the beginning of
this section: the higher the yield, the smaller the amount that
needs to be apportioned during the saving phase of the coming
years in order to achieve a given level of financing support
during the difficult period beginning in the 2020s.

Yield from financial markets

The yield from a financial investment (in shares, bonds, etc.)
is the annual profit as a percentage of the invested capital.
The profit consists of two parts: the profit that has been
realized during the year in the form of dividend, interest,
etc. (sometimes called direct yield) and the profit (or loss)

which has arisen as a result of changes in the market value of

the shares. If we deduct the percentage of inflation from this nominal

yield percentage, we get what is usually called the real yield. In certain
theoretical circumstances, expected future inflation is used instead,
but we ignore this complication here.

Up to the beginning of the 199os, it was a generally accepted
convention when making long-term estimates — for example, of the
development of the Ap funds — to assume that real yield was equal to
assumed economic growth (the growth of GpP in per cent). The reason
for this was partly theoretical, partly empirical. Under certain restricted
conditions, we can theoretically demonstrate that the real yield on capital
over a very long term is equal to economic growth. During the 6o-year
period up to the end of the 1970s, it was possible to claim that this
”golden rule” worked very well. See the table below. The average real
yield on shares and government bonds was less than economic growth
by a few tenths of a percentage unit per annum. Share yield was a few
tenths of a percentage unit higher and yield from bonds just over one
percentage unit lower. The past 20 years, up to the recent dramatic fall
on the stock exchange, present a completely different picture, not least
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in regard to shares, whose real yield was never less than 16 per cent per
annum. During the 8o-year period up to the end of the 1990s, the
average real yield from shares was thus 7 per cent per annum, while
during the 60-year period up to the end of the 1970s it was just over 4
per cent per annum.

The difference between yield from shares and interest on government
bonds is an expression of the risk premium that investors demand in
order to buy shares in preference to less risky government bonds. Most
people are assumed to prefer a guaranteed return to a return which is
equally large but runs the risk of variations upwards or downwards.
This is called risk aversion. The difference in yield must, however, also
cover the difference in administration charges, monitoring charges,
brokers’ charges and other so-called transaction costs. A share portfolio
generally entails higher costs of this kind than a bond portfolio. The
risk premium ought really to be calculated net, after such costs. During
the 8o-year period 1918-1998, the gross risk premium was 3.7 per cent
(the difference between 7.0 and 3.3) but during the period 1918-1978, it
was only 2.0 per cent.

1918-1978 1978-1998 1918-1998

Real yield, shares 4.2 15.7 7.0
Real yield, government bonds 2.2 7.2 3.3
Real yield, average 3.2 11.5 5.2
Real growth of cbp 3.6 1.7 3.1

SOURCE: SETTERGREN, ET AL., NATIONAL SOCIAL INSURANCE BOARD (2000) AND SCB’S NATIONAL ACCOUNTS.

Real yield from capital and real growth of GpP. Per cent per annum.

It is primarily thanks to rising market values that yield from shares has
been high over the past few years, and viewed in a longer perspective it
has only marginally been affected by the stock exchange decline since
the spring of 2000. Direct yield, the dividend, is on the other hand a
very stable component, which has seldom deviated very much from 3—
4 per cent in real value.

It is important to point out, as has often been done in the debate
tollowing in the wake of the latest fall on the stock exchange, that
investment in shares and funds have to be evaluated over a longer period.
Market values have fluctuated dramatically from year to year, not least
over the past 20 years. This also applies to highly diversified portfolios
with extensive risk-spreading. There is an extremely wide range of annual
variations in real value on the stock exchange. During the course of
1999, the rise in the Business World general index for quoted shares,
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after deductions for inflation, was over 6o per cent and rises of 40—50
per cent have been noted during several of the past 20 years. However,
there have also been examples of severe annual declines in real share
price during the same period.

In order to ensure, with any degree of certainty, a positive real yield
of a few per cent, share investments must therefore be very long-term.
An investment period of 20 years is short in this context, even if invest-
ment is made in the broadest possible portfolio with extensive risk-
spreading. The diagram below shows that yield during different 20-
year periods has fluctuated greatly. For example, an investment on the
stock exchange made in 1960 gave hardly any real yield at all up to
1980. A record yield of over 17 per cent per annum could on the other
hand be obtained during the 20-year period from 1980 to 2000 (but
some percentage units per annum lower if the investment was retained
for just three months into 2001).

Investment in long-term bonds, that is, promissory notes made out
by the borrower, has a lower risk than investment in shares, particularly
if they are kept for the full duration of the period. In the latter case, the
capital is refunded together with the agreed nominal interest. There is
always a risk that the lender might become insolvent and be unable to
pay, that is, the risk of bankruptcy. As far as Swedish government bonds
are concerned, this risk may be considered to be non-existent. If one
combines a stock exchange share portfolio with an equal amount of
government bonds, the variations in long-term yield will therefore be
lower (again, see the diagram). Meanwhile, the yield has nearly always
been lower, whichever 20-year period is studied, than that of a stock
exchange share portfolio — reflecting the above-mentioned risk premium.
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SOURCE: FRENNBERG AND HANSSON (1992), WITH ADAPTATIONS AND SUPPLEMENTARY MATERIAL FROM THE
NATIONAL SOCIAL INSURANCE BOARD.

Real yield on Swedish shares and government bonds, including direct yield.
Per cent per annum for investments made 20 years ago.

A major risk factor in bond investment is, however, uncertainty concern-
ing future inflation. The main reason that a 20-year bond investment
made in 1980 yielded more than 5 per cent in real value was that inflation
during the 1990s turned out to be much lower than anticipated at the
time of the emission. Partly for the same reason, a bond investment
made in 1920 gave a 5-per-cent real yield per annum up to 1940. Between
these years, the general price level fell by approximately 25 per cent as a
result of the economic crises of the 1920s and 1930s.

Anyone looking back year by year at 20-year-old bond investments
from the mid-1950s to the end of the 1980s would have noticed that
they had produced a negative real yield. This was partly due to strong
waves of inflation but also to the fact that the financing of state expendi-
ture and house-building during this period was facilitated by govern-
ment control of loan volumes and interest rates.

The uncertainty associated with share investment is mainly in the
nature of a business risk — uncertainty as to the prospects of the real
economic activities one invests in. Investment in bonds, at least as far as
government bonds are concerned, is more typically characterized by
the risk of inflation. In addition, there is always the risk that one might
be forced to realize one’s holdings before the date of maturity. If so, the
issuer has no redemption obligation but instead the realizable outcome
is decided by the market in much the same way as for shares.
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Yield on capital and the golden rule”

The same method of calculating long-term yield on capital that is used
in the diagram on page 77 and the preceding table is in all essential
respects employed throughout the world. For Sweden, the result gives
a yield on capital in real value over the past 8o years of approximately 5
per cent per annum, and approximately 7 per cent per annum if one
only considers stock exchange share capital. Such figures have been
frequently quoted and are sometimes used to indicate what may be
expected in the long term as regards growth of assets in, for example,
fund-based pension systems.

Estimates of capital yield include the appreciation in value of
securities as well as dividends and interest (direct yield). This applies in
principle to both shares and bonds but the situation is more complicated
when it comes to share capital. Most listed companies are noted for not
normally sharing out the whole of the profit that is formally available
for distribution. Often, a sizable portion is retained by the company to
be used in its continuing operations. The size of the dividend varies
between companies and over time. Policy on dividends influences stock
exchange prices: if only a minor part of the profit is paid out as dividend,
the share price rises and vice versa. To be able to compare the profits of
different companies, this interaction between dividend policy and share
prices must in some way be taken into account.

If a large part of the profit is retained by the company, this is equi-
valent to shareholders reinvesting dividends that they would otherwise
have received if the company had had a policy of paying out a greater
share. The current method for calculating yield on capital involves the
assumption that all dividends are reinvested in the same securities. Then
the assumption is made that these assumed reinvestments give the same
yield as the existing shares. The estimate will thus show what a share-
holder, who had reinvested his dividend in the hypothetical manner
described, would have received as yield and increased assets with "interest
on interest”.
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In real life, all dividends are not reinvested in this manner. The
estimate merely shows what yield an individual shareholder, who is too
small to be able to influence the stock exchange price of the share
capital, might be able to accumulate. A larger investor can only reinvest
the dividend at an unchanged share price if there are shares for sale on
the market at the same price.

The following is an extremely simplified example of one possible
scenario: Investor A owns shares worth SEk 100 in a company. The
company regularly pays out 2 per cent per annum as dividend. We
assume that the share price remains unchanged. After one year’s
dividend, A, if he reinvests it, has sEk 102; after one more year SEK
104.04 (through 7interest on interest”), etc. Investor A’s annual growth
in assets is 2 per cent per annum, equal to what the current method for
calculating yield on capital gives. Assume now that investor B is the
only remaining shareholder, originally also owning shares worth sex
100. The company’s total share capital is thus sek 200. Unless the
company issues new shares, A can only reinvest his dividend by buying
shares from B: in the first year sEK 2, the next year SEK 2.04, etc. Possibly
B is prepared to sell at the current price, and if he also refrains from
reinvesting his dividend he has after the first year shares worth sex 98,
after the second year SEK 95.96, etc. B’s assets are in fact decreasing. The
value of A’s and B’s combined holdings after one year is still sEx 200,
after one more year still SEK 200, etc. The common growth in assets is
thus o per cent per annum, equal to growth in the company’s total
share capital, also o per cent per annum. (It has been assumed that no
changes occur in share prices and that no new issues take place.) The
current method for estimating yield on capital naturally still gives 2 per
cent per annum. This is what investor A, who is the one who behaves
according to the assumptions of the method of calculation, also gets in
the form of growth in assets. It is however impossible for both A and B
to do so.

The paradox implicit in this simple example is resolved if the
company, by means of new share issues, augments its capital by 2 per
cent per annum, thus SEK 4 the first year, etc. Now there is nothing to
prevent both investor A and B from reinvesting their dividend and by
so doing achieving a growth in assets equivalent to the estimated yield
on capital of 2 per cent per annum. If the company is to be motivated
to increase its capital, however, assuming the need of capital is constant
relative to production, the latter must also grow by 2 per cent per annum.
This means that the yield on capital is equal to the growth in production
— in national economic terms, growth in Gpp. This is the so-called
golden rule.
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”The golden rule”

If the need of capital in relation to production in the economy is constant
over time, a yield on capital of a certain per cent per annum is consistent
with a growth in assets of the same size for all capital owners in the
economy, providing that production also grows by this percentage. Every-
one then has the opportunity to add the yield to the capital and receive
interest on interest.

With some imagination, this can perhaps be seen as a parallel in the
financial world to the real golden rule: Therefore, whatever you want men
to do to you, do also do them, for this is the Law and the Prophets.
(Mathew 7:12)

The comparison between yield on capital and growth in ¢Dp needs to
be modified for various reasons. One is that, as far as assets in the form
of listed shares issued by the corporate sector are concerned, this sector
may have a different growth in production in per cent than growth in
6DP. Another is that capital intensity, that is to say, the amount of
capital required in relation to production, may vary. A third reason is
that the country’s capital owners have investments in other countries
where economic conditions are different, and that foreigners have invest-
ments in Swedish stocks.

In the extremely simplified example given above, investor A’s strong
desire to reinvest would lead to a rise in share price if B was more
reluctant to sell. There would be ”capital inflation”. The rise in share
price does not affect (in fixed prices) the company’s capital requirements
and production under the otherwise obtaining conditions, and an over-
valuation of the share capital arises. This overvaluation drops again if A
(who may be taken to represent a pension fund in its early stages)
becomes less inclined to reinvest, or if B should once again become
extremely reluctant to sell.

We cannot exclude the possibility
that the high return on investment

in shares achieved over the past 20
years (admittedly modified from

time to time by a fall in stock
prices) is rooted in an unusually
strong tendency to reinvest
dividends, not least among
the increasing number of
people from the 1940s gene-
ration who invest in funds.
New issues of share capital
have been limited in rela-
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tion to the need for reinvestment, and share prices have been forced up.
This building-up phase will ebb out once the 1940s-generation begin
to claim their pensions, and when payments from the general premium
reserve system eventually get under way on a large scale. As indicated
in the above table, "the golden rule” worked reasonably well on average
during the 6o-year period 1918-1978. The fact that the yield during the
tollowing 20 years was significantly higher might turn out to have been
a more ephemeral phenomenon.

Yield on capital in the real national accounts

We can approach the question of yield on capital in the economy from
a completely different angle to that of the financial markets: the national
accounts produced by the national Statistics Office of Sweden (scB).

It is impossible to equate the yield on capital that individual players
in the economic system may achieve for limited periods of time with
the realized and consumable income from capital that a nation has at
its disposal. A country’s real disposable income is limited by cpp, supple-
mented by the yield on capital that can be gained from net financial
investments accumulated abroad. Beyond this, the country can from
time to time expand the scope for consumption by running a deficit in
the balance of payments. In the latter case, the country takes foreign
loans, or reclaims capital lent out previously. If any group in society
wishes to achieve a growth in consumption beyond these limitations, it
can only do so at the expense of other groups who thus suffer an equi-
valent reduction in theirs.

GDP is the value of all goods and services produced in a country
over a certain period of time, usually one year. GpP and its various elements
are calculated each year in the national accounts. However, only goods
and services received against payment are included. Payments are made
via selling in markets or via national budgets. Work in the home, non-
profit activities, etc, are thus not included. Gpp is the equivalent of the
incomes of those who produce the goods and provide the services.
Incomes are of two types: wages and profits. No incomes beyond those
included in GDP are generated in the country. Such incomes cannot
exist, since there would be nothing to buy for them. A number of
people admittedly live off social insurance benefits, etc, (for example,
pensioners), but these incomes are transfer payments (transferences)
from incomes that are included in GDP.

In the strictest sense, not even GDP consists solely of incomes. A
part of production must namely be used for replacing worn-out parts
of the capital stock (machines, buildings, plant, etc) used in production.
If we were also to consume this part, we would be consuming a part of
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capital, not just income. Income is not considered to have been created
until measures have been taken to maintain capital intact. The part of
production used to replace worn-out capital is referred to in the national
accounts as capital erosion. In company accounting, etc, the same "Hick-
sonian” principle (named after the economist Hicks) is employed, but
in this case the term “writing off” is used to describe what more or less
amounts to the same thing. The part of GDP remaining after deduc-
tions for capital erosion is the net domestic product, where income is
divided up into wages and (net) profits. The latter component of income
is usually referred to in national accounting terminology as operating
surplus (net, after deductions for capital erosion).

The annual variations in the operating surplus of Swedish companies
have been considerable. A distinct peak in the share of operating surplus
in value of production was reached towards the end of the depression
of the 1990s, that is, around 1995. During the last years of the 1990s,
this share once again fell, reflecting the increasing growth in real wages
that took place at that time.

Operating surplus and yield on capital

Operating surplus is produced in
two sectors of the economy, the
corporate sector and the house-
hold sector. The operating surplus
of households is partly made up
of the incomes of self-employed
persons (for example, many
farmers). In addition, an important
item in the national accounts is the
exploitation value of private
houses and summer cottages.
Households are perceived as
paying rent to themselves. This
”imputed” operating surplus is
necessary in order to equate
people living in their own homes
with people living in rented
accommodation and may be
viewed as yield on the capital
invested in the property. The
share of households in the total
operating surplus is large, around
50 per cent during recent years. In
a long-term historical perspective,
the share of households has
nevertheless fallen, despite the

increase in home-owners. This is
mainly due to the relative decline
in agriculture.

When discussing yield on
capital, it is normally the yield in
the corporate sector that is
referred to. (Income from
dividend, etc, that households
receive from their share holdings
belong to the corporate sector, the
deciding factor being which sector
the surplus is produced in.) The
corporate sector comprises not
only companies listed on the stock
exchange but also unlisted com-
panies, large and small. State-run
enterprises and public utilities are
included. Gross production (pro-
duction before deductions for
capital consumption) has risen
since 1950 by 2.8 per cent per
annum in fixed prices, somewhat
more than total growth of Gbp. As
with Gbp, growth in the corporate
sector was considerably lower
during the later years of the half-



century. Net production (after
deductions for capital consump-
tion) has increased at the same
pace as gross production. Looking
at the whole period since 1950,
operating surplus in the corporate
sector is seen to have grown as
much as production. There is, how-
ever, a considerable difference

Gross national product (Gbp)
Corporate gross production
Corporate net production
Corporate operating surplus

SOURCE: ANALYSES OF SCB’S NATIONAL ACCOUNTS.

Yield on capital in the corporate
sector may be calculated by
studying the ratio of operating
surplus to the value of capital
stock. Operating surplus in the
national accounts equates to the
concept of operating income after
capital depreciation in company
accounts. However, in making the
calculation, resource consumption
is valued at what it would cost to
replace the resources consumed
(in company accounts, the histori-
cal value at the time of acquisition
is often used). This partly means
that a deduction is made for the
erosive effect of inflation on
capital when the deduction for
capital erosion is made (calculated
at the price of replacement). The
calculation thus results directly in
a real measurement of yield.
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between the half-century’s both
halves. During the period 1950-
1975, the share of operating sur-
plus in production fell dramatic-
ally, despite a significant revival
during the boom of 1972-1974.
Since the late 1970s, the share has
increased equally dramatically.

Growth, % per annum

1950-1975 1975-1999 1950-1999
3.7 1.7 2.7
3.9 1.6 2.8
3.9 1.6 2.8
1.2 44 2.8

However, if the rise in price of
fixed capital (buildings, machines,
etc) should be greater than the
rise in consumer prices, the
purchasing power of the yield will
be underestimated. In calculating
real yield in the corporate sector,
as shown in the diagram below,
allowances have therefore been
made for inflation, so that profits
from appreciation of fixed capital
have been added to the operating
surplus, after which losses due to
inflation, calculated using the
consumer price index, have been
deducted. This method of so-
called inflation-adjusted profit-
ability assessment is described in
detail in the Long-Term Planning
Commission’s report from 1984,
appendix 3.
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SOURCE: ANALYSES FROM SCB’S NATIONAL ACCOUNTS.

The operating surplus of the corporate sector (net) as a percentage of net
production value.

It is also possible to calculate real capital yield in companies by studying
the ratio of operating surplus (net) to the volume of fixed capital stock
in the companies (see the fact box above and the reference given there).
The yield calculated in this way has, since 1950, been 3.4 per cent on
average, with considerable variations from year to year. During the second
half of the 1990s, it was significantly higher, 7—8 per cent. The yield
refers to the total amount of capital invested in companies, and thus
includes both borrowed capital and owner capital. During the past 20
years, this yield has been far below the (realized and unrealized) yield
reported on the securities market, as indicated in the diagram on page
77. Since 1986, the average yield on a 20-year-old combined share and
bond portfolio has been higher than the yield in the corporate sector, as
has been shown by the real national accounts. See the diagram on page
85. From 1970 to 1986, however, the opposite was true.

"The golden rule” has been mentioned earlier. This states that under
certain conditions real yield in the economy over the long term is theo-
retically equal to growth in GDP. In recent years, this assumption has
been challenged on both theoretical and empirical grounds. The diagram
on page 85 also shows the yield on a 20-year investment in a hypo-
thetical security that gives the same real yield as growth in ¢pp. That
this holding from the middle of the 1980s has been inferior to the real
yield on capital — also calculated according to the national accounts — is
shown clearly. Before that date, however, the situation was reversed.
Over a long period, the real yield from "GDP investments” exceeded
both the other yield estimates.
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Realyield in the corporate sector calculated according to real national accounts.

Per cent
15

10

Average for shares and
government bonds

"GDP investment"

According to real accounts
=5
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SOURCE: ANALYSES BY SCB’S NATIONAL ACCOUNTS AND THE DIAGRAM ON PAGE 77.NOTE. ”GDP INVESTMENT”
IS THE YIELD ON A HYPOTHETICAL INVESTMENT THAT GIVES THE SAME YIELD AS GROWTH IN GDP.

Real yield in a 20-year perspective. Percentage per annum for investments
made 20 years earlier.

In a still longer perspective, consisting of the half-century since 1950,
the differences are less pronounced:

Growth in Gpp 2.7 per cent
Real yield according to the national accounts 3.4 per cent
Real yield on shares and bonds on average 4.4 per cent
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Several reservations must be made concerning the above comparison.
In the first place, there is a high level of general uncertainty regarding
the statistical data and methods of calculation. Then there are a number
of specific reservations. The national accounts cover the whole of the
corporate sector, including unlisted companies, etc. Yield in the latter
may have been different from that in listed companies. Furthermore,
foreign subsidiaries of Swedish companies are not included in the
national accounts, although these may have a significant influence on
the parent companies listed on the Swedish stock exchange. Finally, it
should be emphasized that interest rates for the borrowed capital of
companies is not the same as for government bonds. They are often
higher, but may also be lower, for example,
for certain forms of commercial credit.
The general impression is, however, that
differences follow expected lines and are
not particularly pronounced. That the
average yield on shares and bonds has been
one per cent per annum higher than the
yield calculated according to the national
> accounts may be due to the fact that the
strong upswing on the stock exchange over
the past 10—20 years has driven up share
prices beyond the long-term reasonable break-
even level — a so-called speculation bubble has
been created. The calculated risk premium of

quoted shares relative to government bonds, as

shown in the table on page 75, was as much as 8.5
per cent per annum for the period 1978-1998. That the yield calculated
according to the national accounts has in turn exceeded growth in GpP
by 0.7 per cent per annum over the past 50 years may be taken as
evidence that ”"the golden rule” does not hit the mark exactly — but that
it is not far out.

Future yield on capital

The relatively long period of high real yield on capital that now lies
behind us — mainly the result of rising share prices — induced many
market commentators and financial analysts to spread the gospel of
continued high yields in the future. High capital yield was one of the
many ingredients in descriptions of “the new economy” circulating
towards the end of the 1990s. Those who continued to assert the validity
of "the golden rule” found it difficult to make their voice heard at the
time.
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The National Social Insurance Board and other authorities have
abandoned the earlier practice of solely reckoning with a future capital
yield equal to assumed growth in epP. In the Board’s estimates of
developments in the AP fund, various alternatives are used which exceed
estimated real growth by up to approximately 3 per cent per annum.
However, a further reason for this changed approach is the fact that the
AP fund now increasingly invests in shares. In its information to insured
citizens in 2001, the premium pension authority used yields that were
3.5 and 4 percentage units higher than the real growth of o and 2 per
cent per annum respectively. This was done because premium pension
capital mainly consists of shares. Some people advocate that an even
higher yield ought to be assumed.

The decline in share prices 2000—2001 has cast new light on the
question of future capital yield and has intensified the debate. In the
UsA, the issue was debated long before the latest economic downturn
began to make itself felt towards the end of the year 2000. In the mid-
1990s, The social insurance administration in the UsA began to use a 7
per cent yield as the standard assumption for share investment, more
than 5 percentage units higher than assumed economic growth. The
torward projection of the assumption was no less than 75 years.

The assumption of such large discrepancies between return on share
capital and economic growth has been criticized because it leads to
unreasonably large increases in the ratio of market value to GDP, in the
case of the usa by, among others, D. Baker (1998). At the end of the
1990s, the ratio of market value to GDP in the usa had risen to approxi-
mately 2, that is, market value was twice as high as cpp. At the beginning
of the 1990s, the ratio was 0.7, having exceeded 1.0 on only few occasions
in the post-war years (this happened during the late 1960s). As demon-
strated by P. Diamond (2000), a 7 per cent yield, given the rather
conservative assumptions concerning growth, would mean that the ratio
of market value to ¢pp had increased twenty-fold over a period of 75
years. It would thus rise to approximately 40. Against the background
of related developments over the past 50 years, this would indeed be
most remarkable.

In Sweden, the corresponding ratio between market value and cpp
at the end of the 1990s reached an even higher value than in the usa,
approximately 2.5. The increase during the 1990s had also been signifi-
cantly greater. The American criticism ought therefore to be equally
applicable to Swedish conditions.

The recent stock market decline, which first hit Sweden in the late
winter of 2000, has so far (the time of writing is mid-October 2001)
almost halved average share prices since their earlier peak. If, for example,
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we spread the decline in share prices over 20 years, this represents a
reduction in annual yield roughly in excess of 2 percentage units. At a
rough estimate, we could conclude that if yield from now on were to be
6 per cent per annum, annual yield on a 20-year investment made in
mid-2000 would be 4 per cent per annum. One possible standpoint is
therefore that the reasonability of assuming a high yield on shares (from
now on) has increased.

However, the drop in share prices might be a confirmation of the
view held by others, namely, that the earlier boom was a development
out of balance, and that a speculation bubble had been created at the
end of the 1990s. The ratio of the Swedish market value to Gpp can now
be estimated at from 1.3 to 1.4. It thus represents a considerable drop
from approximately 2.5 at its peak, though it is still a much higher ratio
than the average ratio prior to the 1990s. One possible interpretation
would therefore be that the ratio still has considerable way to fall before
it reaches a level of equilibrium, and that share prices for some years to
come are likely to continue falling.

It is therefore reasonable to ask how such a drastic upswing, filled
with so much air, could earlier have happened. One explanation might
be people’s rapidly growing interest in shares due to rising income levels,
and that the large 1940s generation has begun seriously to invest in
pensions. This has been analysed by P. Diamond (2000), using the
concept “required risk premium” and ”realized risk premium”. With
increased public interest in owning shares (at
given prices and prospects), the required risk
premium falls. As a result, the price of all share
stock rises, leading to an increase in the realized
risk premium over a transitional period. In such
. atransitional phase, it would be a mistake to base
| future expectations on what might prove to be a
' temporarily enhanced yield.
~ Ttis also conceivable that a part of the share-
buying public, due to ignorance or lack of
experience, base their expectations on the price
trends they have observed during an all too brief
historical period. Evidence of such "extrapolative”
expectation errors has been found by K.E Case
and R.J Shiller (1988).

Finally, it should be emphasized that both
the soaring share price of the 1990s and the
following slump were largely due to developments
within IT companies. This is particularly true of
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Sweden. Stock exchange trends in more traditional business areas and
companies has been far less dramatic.

To make a more reliable forecast of the real yield on capital is not
possible. Many unknown factors are at work and it has proved difficult
even to explain what has happened in a well-known historical context.
The best we can hope to achieve is to pinpoint probable developments
based on a few alternative assumptions.

Based on the conditions of labour supply and productivity described
in the preceding section, GDP is estimated to be 1.2 per cent per annum
on average during the next half-century. This in itself is obviously a
highly hypothetical assumption. The historical statistics presented above
seem on the whole to suggest that yield on capital (the sum of share
capital and borrowed capital) has over the very long term been somewhat
higher than growth in ¢DppP. As a main or intermediate alternative for
the next 50 years, we might use 2.5 per cent real yield per annum, that
is, 1.3 per cent higher than growth in ¢pp. If international markets
continue to be unregulated in the future, this might justify Sweden
setting yield somewhat higher than growth in ¢DP, since yield on capital
is internationally determined. In common with many other European
countries and the usa, Sweden is destined to be overtaken in terms of
growth by the economies of other countries of the world. A higher
yield on capital in those economies may have an influence on the yield
that can be achieved here.

A feasible lower alternative is provided by the "golden rule”, that is,
1.2 per cent per annum. As a logical upper alternative, we may then
assume a yield of 3.8 per cent, an alternative that deviates upwards from
the medial alternative as much as the lower alternative deviates down-
wards.

Alternative Growth in GbP Yield on capital  Difference
Low 1.2 1.2 0.0
Medium 1.2 2.5 1.3
High 1.2 3.8 2.6

The yield value is assumed to apply from 2002 onwards, that is, after
the fall in share prices continuing up to the end of the year 2001.

If we assume that the risk premium for share capital is likely to be
2 to 5 percentage units higher than the interest on government bonds,
the yield on quoted shares should exceed the given values by 1 to 2.5
percentage units. Yield on shares might thus range from just over 2 to
just over 6 per cent per annum.

Assuming that a fund for equalizing eldercare costs gave a yield
equivalent to the national average (that is, holdings would consist of
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both shares and bonds), an estimate of required fund investment can
be made. We start out by building up fund capital during the coming
relatively unproblematical years with the limited ambition of covering
costs up to 2050 in conjunction with tax revenue corresponding to
current expenditure in per cent of GDP. Future developments in expendi-
ture are assumed to be those that arise if old people become progressively
healthier ("as though 3 years younger”) while employees in the care
sector receive a raise in their relative salaries. See the preceding section
on eldercare costs for details. Working backwards, we can now calculate
the amount, let us call it the eldercare contribution, that must be paid
into the fund annually. The results, for the three alternative yields presen-
ted above, are summarized in the table below. The lower alternative,
with a yield 2.6 percentage units lower than that of the upper alternative,
requires a contribution that is 25 per cent greater. If the fund capital
can be invested so as to produce a high yield, at home or abroad, the
cost burden for the working population will diminish accordingly.

The eldercare fund would, when it reached its maximum size in
the period 20252030, be roughly half as large as the current Ap fund.
Savings in the eldercare fund would thus partially compensate the reduc-
tion in national savings due to the future running down of the Ap fund
— much as the AP fund in its time compensated the decline in household
savings resulting from the introduction of the ATP system.

Yield

1.2 2.5 3.8
Eldercare contribution, % of Gbp 1.09 0.98 0.87
Fund capital, sek billion, year 2000 prices
2010 165 151 136
2020 337 325 306
2030 373 377 370
2040 211 224 224
2050 o o o

An eldercare fund.
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Social insurance in figures

The financial scope of the social insurance
system

In 2000, social insurance costs totalled sEx 343.1 billion. In terms of
year 2000 prices, these costs have risen by 42 per cent since 1980.

SEK billions Social insurance
400 costs. From 1980 to
2000, old-age pen-
sions accounted for
the largestincrease
in expenditure.
Support to families
with children also
showed an overall
increase during this

350

300 2000 prices

250
200

Current prices
150

100 period, despite a
fall in expenditure
50
0

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000

The increase was particularly pronounced during the second half of
the 1980s. Total costs expressed in terms of fixed prices continued to
rise steadily up to 1992, after which they declined annually until 1999,
when they again rose sharply.

This rise in expenditure was due partly to rapidly mounting costs
for health insurance and an increase in supplementary pension (ATP)
payments. During 1999, a number of important changes were made to
the social insurance system, including the introduction of state

old-age pension fees. Many insurance schemes such as
sickness benefit and parental allowance constitute
pension-entitling income. In addition, care of
children, military service and studies also
qualify for the right to pension. Thus the
state contributes old-age pension fees equi-
valent in principle to these pension rights.
Expenditure continued to rise during
2000 as a result of increased costs
within these three areas.
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Type of insurance/benefit 1998 1999 2000
Financial security for families and children
Parental insurance 14,129 15,595 16,844
Child allowance 16,830 16,766 18,878
Housing allowance for families with children
and for young people 5,749 5,067 4,373
Care allowance for disabled children 1,656 1,851 1,986
Maintenance support 4,584 4,591 4,831
Child pension
Basic pension (Fp) 286 289 288
Supplementary pension (ATP) 634 649 653
Pension right for child-care years . 3,108 3,240
Adoption allowance 20 22 22
Total 43,888 47,938 51,115

Financial security in case of sickness and handicap
Sickness insurance

Sickness benefit and rehab. allowance 20,761 27,855 36,458

Medical benefits, etc 1,880 1,899 2,001
Disability/ temporary disability pension, etc.

Basic pension (Fp) 13,554 13,869 14,236

Supplementary pension (ATP) 23,610 24,037 24,770

National old-age pension fees . 8,865 8,739

Occupational guarantee for disability pensioners . o) 2
Housing supplement for disability pensioners 2,346 2,498 2,564
Handicap allowance 996 1,012 1,036
Work injury benefit 6,010 7,236 7,343
Car allowance 212 201 209
Assistance allowance 5,192 6,039 6,960
Other benefits 134 1 14
Total 74,695 93,522 104,332

Financial security in old age, etc
Old-age pension

Basic pension (Fp) 52,674 53,279 53,201

Supplementary pension (ATP) 88,900 93,234 96,481
Survivor’s pension

Basic pension (Fp) 476 465 432

Supplementary pension (ATP) 11,718 12,194 12,433
Housing allowance for pensioners 7,245 7,437 7,055
Partial pension 585 300 211
Other pensions 98 87 78
Total 161,696 166,996 169,891
Other payments
Training allowance 8,737 10,192 8,511
Daily allowance for conscripts, etc 10 16 12
Family allowance for conscripts 260 103 87
Other 469 420 108
Total 9,476 10,731 8,718
Administration 6,519 7,417 9,007
Total 296,274 326,604 343,063

Social insurance expenditure from 1998 to 2000 in SEK million. As of 1999,
national old-age pension fees are included, totalling Sex 15,546 million in 1999
and Sek 18,046 million in 2000.
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Other payments 8,718 Administration 9,007
Other, old-age 289 Parental insurace 16,844

Housing supplement for pensioners 7,055 Child allowance 18,878

Survivors' pensions 12,865 E%Jingffgggﬂt for

Other payments to
families 11,020

Sickness
insurance 38,459

. Families and children . .
Old-age pension, basic L X . .
pension + supplementary Disability pension, basic pension
Sickness and handicap pension (including wife's + supplementary pension
supplement 149,682 (including housing supplement
for pensioners) 50,311

Old age

. Other payments

B Administration Work injuries, etc. 7,343
Disability allowance, cash

benefit for the care of close
relatives 8,219

Distribution of expenditure in 2000. cent or sek 51.1 billion) of the total.
Almost half of social insurance Apart from these, there are a number
spending (49 per cent or SEK 169.9 of other forms of compensation (3 per
billion) went to old-age pensionersand  cent or SEk 8.7 billion in 2000). The
survivors. Three-tenths (SEK 104.3 administration of the national

billion) went to the sick and insurance offices and the Swedish
functionally disabled. Support for National Social Insurance Board
families with children made up accounted for the remaining part of the

approximately one seventh (15 per costs (3 per cent or SEk 9.0 billion).
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Social insurance payments as a share of GNP. As of 1999, national old-age
pension fees are included, raising the share of social insurance in GNP by just less
than one percentage unit.

Social insurance payments constitute a significant part of the national
economy. In 2000, they amounted to 16 per cent of the gross national
product (GNP). After rising in a virtually unbroken curve, total payments
from social insurance peaked at 21 per cent of GNP in 1992. A number
of cost-cutting regulatory measures have subsequently brought about
a reduction in the share of social insurance in an expanding GNP. These
changes include reduced compensation levels, sick pay periods, and
qualifying days for sickness insurance. In 2000, the share of GNP deriving
from social insurance was down to the same level as at the end of the

1970s.




Type of insurance Income, SEK million
Charges Statu- Otherz Total
tory govt.
funding

Sickness insurance 74,574 12,574 - 87,148
Medical benefits - 2,117 - 2,117
Handicap allowance - 1,116 - 1,116
Work injury 12,290 190 - 12,480
Car allowance - 241 - 241
Assistance allowance - 5,392 1,654 7,046
Old-age pension

via National

Pension Fund

(ap fund) 144,274 4 28,704 172,978

via national budget  7,7455 3,297¢ - 11,042

Premium pension

scheme 21,556 4 - - 21,556
Survivor’s pensions 14,790 o] - 14,790
Housing supplement (BTP) - 9,844 21 9,865
Partial pension §n 188 = 229
Parental insurance 19,141 o} - 19,141
Child allowance - 18,957 - 18,957
Housing allowance for
families with children, etc - 4,764 - 4,764
Care allowance for
disabled children - 2,114 - 2,114
Maintenance support - 3,343 1,850 5,193
Pension right for child-
care years - 3,240 - 3,240
Other benefits 7 30 81 122 233
Miscellaneous
administration 8 - 1,148 - 1,148

Total
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Expenditure, Sek million

Pay-
ments

Admini-
stration

84,559 3 2,589

2,001
1,036
75343

209
6,960

138,840
10,842

o}
13,806
9,641
211
16,488
18,878

4,373

1,986
4,831

3,240
222

294,441 68,606 32,351 395,398 325,466

16
8o
312
32
86

1,655
200

635
49
224
18
603
79

391
128
362
1
1,148
8,718

* Total not given since income from the premium pension scheme consists of reserve funds.
2 Those liable to pay maintenance, municipalities, interest, etc.
3 Including disability pension, pregnancy allowance, closely related person’s allowance and national old-age pension

fees.

4 Including national old-age pension fees.
5 Old-age pension fees above the ”ceiling” of 8.07 of the base amount may be considered to have partially financed

national basic pensions in 2000.

Total

87,148
2,117
1,116

75655
241
7,046

140,495
11,042

635
13,855
9,865
229
17,001
18,957

4,764

2,114
5,193

3,240
233

1,148

334,184 4

Sur-
plus:

32,483

935

2,050

¢ In 2000, SEK 1,403 million was received in national basic pension fees for 1998. These fees can also be seen as
partially financing national basic pensions paid out during 2000.

7 Excluding payments in the labour market area and conscript allowances.

8 Mainly the nationalinsurance offices’ costs for changing the pension debt and some administrative costs for the

National Social Insurance Board.

Social insurance income and expenditure in 2000. Social insurance is primarily
financed through social security charges, general pension contributions, national
old-age pension fees, tax revenue and interest earned on funds.
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According to the statutory financing regulations, costs should in part
be covered by social security charges and general pension contributions.
The actual proportion for any one year is, however, only approximate,
since the law does not specify for every insurance the degree to which it
is to be financed by fees.

Due to the fact that income in the premium pension scheme (SEK
21.6 billion) is made up of reserve funds, it is impossible to state exactly
how large a share of total expenditure was covered by income from
contributions in 2000 (if we exclude the premium pension scheme, it
amounted to roughly five sixths). The share of expenditure financed
by other means can, however, be given. Interest from the National
Swedish Pension Fund (the ap fund) covered almost g per cent of total
social insurance expenditure. The part which according to the statutory
regulations should be financed by taxes amounted to just over one
fifth of total expenditure. Payments from the municipalities, parents
liable to pay maintenance, and some others, covered just over one percent
of total expenditure.

Income from social security charges, general pension contributions,
and interest, etc, amounted to SEx 326.8 billion. The contribution from
state funding totalled sex 68.6 billion. Excluding payments in the labour
market area, total expenditure was SEK 334,2 billion.

As shown in the above table, the portion of old-age pensions financed
by the Swedish National Pension Fund (the AP fund) showed a large
surplus (sEK 32.5 billion), largely due to the fact that sex 28.7 billion in
interest, etc, was added to the fund capital. It should be noted, however,
that costs increase relatively sharply each year. This is due to the increasing
number of old-age pensioners and to the average increase in the size of
pensions. A certain surplus is thus
required to cover future payments.

Work injury insurance has
shown an annual surplus since 1994,

successively balancing  the
deficits of previous years. In
2000, the surplus was SEK 4.8
billion.

Parental insurance showed
a surplus of sEk 2.1 billion and
survivors’ pensions a surplus of
SEK 0.9 billion.




SOCIAL INSURANCE IN FIGURES

Year Social security Generalinsured Fees paid as a proportion
Fees paid persons’ of total socialinsurance

contributions expenditure, in per cent:

1985 103,936 67

1990 193,512 75

1991 204,455 71

1992 191,360 67

1993 175,185 6,244 63

1994 182,881 6,705 64

1995 166,672 28,385 65

1996 168,883 37,959 71

1997 165,956 47,261 74

1998 154,996 52,025 72

1999 152,5642 59,610 672

2000 209,151 63,734 822

* Excluding labour market payments and payments to conscripts.
2 Excluding the premium pension scheme, including national old-age pension contributions.

Fees received 1985 and 1990-2000 in SEK million. Note that the figures are not

comparable over time. This is due to the many regulatory changes made primarily
at the end of the nineties, as well as to the fact that the periodization of fees was

implemented differently from year to year.

Type of insurance 1990 1996 1997 1998 1999 2000
Social security fees *

Sickness insurance 10.10 5.28 4.04 7-.90 7.50 8.50
Work injury insurance 0.90 1.38 1.38 1.38 1.38 1.38
Basic pension 7.45 5.86 5.86 6.83 - -
Supplementary pension (ATP) 13.00 13.0  13.00 6.40 6.40 10.21
Survivor’s pension = = = = 1.70 1.70
Partial pension 0.50 0.20 0.20 0.20 = =
Parental insurance - - - - 2.20 2.20
Total 31.95 25.72 24.48 22.71 19.18 23.99
General insured persons’ contributions

Sickness insurance . 3.95 4.95 . . .
Pension . 1.00 1.00 6.95 6.95 7.00
Total . 4.95 5.95 6.95 6.95 7.00

+ Other percentage rates often apply to self-employed persons since 1993.

Statutory contributions to social insurance in 1990 and 1996-2000 as a
percentage of chargeable income. Social security charges are based on the
salaries of employees and self-employed persons and are paid by the employer
and the self-employed respectively.
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100

A general pension contribution is paid by those gainfully employed. It
is based on earned income as well as on other income such as sickness
benefit, unemployment insurance and other compensation for loss of
income up to a total of 8.07 times the raised price base amount for one
year. During the period 1993-1997, there was also a general sickness
insurance charge. In 1998, the general sickness insurance charge was
replaced by a corresponding increase in the general pension charge.

In 1999, several changes were made, partly to ensure that charges
more nearly corresponded to expenditure in each area. Charges for basic
and partial pension were abolished. Charges for survivor’s pension and
parental insurance were introduced. In addition, sickness insurance
contributions were lowered by 0.4 percentage units. Overall, the result
was a dramatic reduction (by 3.53 percentage units) in total direct charges
for social security. This was compensated, however, by an increase of
3.56 percentage units in the general salary contribution.

In 2000, the sickness insurance fee was raised by 1.00 percentage
units and the old-age pension fee by 3.81 percentage units. However,
this was compensated by a reduction in the general salary contribution
of 4.95 percentage units.




Registered insured persons

SOCIAL INSURANCE IN FIGURES

Men

Women

400,000 300,000 200,000 100,000
Registered insured persons in 2000.

70-74
65-69
60-64
55-59
50-54
45—49
40-44
35-39
30-34
25-29
2024

16-19

o
o

100,000 200,000 300,000 400,000

Swedish citizens and foreign nationals
resident in Sweden are insured under
the National Insurance Act (AFL).

Allinsured persons aged 16 and
over and resident in Sweden are

registered at the social insurance
office. Persons leaving Sweden are
considered as domiciled here
provided their stay abroad does not
exceed one year.

Regu-
lations

Age Women Men Women and men
16-19 194,988 206,347 401,335
20-29 537,948 556,824 1,094,772
30-39 611,790 637,075 1,248,865
40-49 573,113 588,573 1,161,686
50-59 608,647 620,518 1,229,165
60-69 420,142 399,357 819,499
70— 683,365 469,125 1,152,490
Total 3,629,993 3,477,819 7,107,812

Registered insured persons in 2000.

Sickness benefit insurance is held by
allregistered insured persons whose
annual earned income is estimated to
be a minimum of 24 per cent of the
base amount. In 2000, this was the
equivalent of sek 8,800. For 1997 and
earlier, the figure was Sek 6,000 per
annum. The income entitling earners
to sickness benefit may be no higher
than 7.5 times the base amount per
annum (SEK 274,500 for 2000).

Since 1992, people are no longer
obliged to report new or changed
income to the social insurance office
in advance. Today, any change in
income level may be reported at the
time of claiming a benefit from the
social insurance office. This means
that details are no longer available as
to how many insured persons there
are at each income level.

Regu-
lations
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Financial security for families and children

Parental allowance for the birth of a child

Parental insurance is designed to help both parents combine

parenthood and working life.

Women 55- |

| sos4 ||

Men

100,000 75,000 50,000 25,000

Persons with parental allowance in
2000. Women have consistently
used parental insurance to a
greater extent than men.
442,000 persons received
parental allowance in
2000. Women made up
62 per cent, and men 38

Number
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Number of days with parental
allowance. On average, men claim far
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per cent. Roughly one third of the
women and half the men were above
the age of 35. Only in the very highest
age groups did more men than women
receive parental allowance, due to the
fact that older men can have children
with younger women.

fewer days than women. Of the total
days with parental allowance claimed
in 2000, women accounted for 88 per
cent. The figure clearly shows the
impact of the large number of children
born in the years around 1990. The
number of days with parental allow-
ance claimed since then has decreased
progressively year by year in conjunc-
tion with the falling birth rate. The
number of days with parental allow-
ance was highestin 1992. Since then,
the number of days has steadily
decreased. For men, however, the
numbers peaked in 1994, and a slight
rise was noticeable in 1999 and 2000.
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Parental allowance for the birth or
adoption of a child is available for a
total of 450 days per child. For the
first 360 days, the benefit is related
to the parents’ loss of income, though
the minimum amount is Sex 60 per
day. For the remaining 9o days,
everyone receives a guaranteed

parental allowance to the other
parent, with the exception of the 30
days known as the ”father’s/mother’s
month”.

The benefit is payable for
different portions of a day — at 100
per cent, 75 per cent, 50 per cent or
25 per cent of the full rate. Parental

Regu-
lations

amount of Sex 60 a day.

If the parents have joint
custody of the child, each of
them has the right to
half the total
number of parental
allowance days.

One of the parents
may, however,
transfer the right to

allowance can normally be claimed
up to the child’s eighth birthday.
Since 1)anuary 1998, the level of
compensation is 8o per cent of
the income entitling to
sickness benefit. In
2000, the maximum
parental allowance was
just over SEk 18,000 per
month.

Number of recipients  Average number Average amount
of days over the year, SEK
Age Women Men Women Men Women Men
19 1,579 44 174 62 12,383 7,646
20-24 18,603 2,864 162 34 33,745 12,363
25-29 66,334 24,010 136 28 42,722 11,369
30-34 97,404 56,042 14 27 39,649 11,262
3539 64,801 48,326 94 26 32,552 11,130
4044 22,046 23,509 70 26 22,611 10,647
45-49 4,094 8,455 44 25 13,152 10,179
50-54 345 2,593 44 28 12,106 11,037
55= 8 818 53 77 23,155 26,956
Total 275,214 166,661 113 27 36,369 11,127

Parental allowance for the birth of a child in 2000. Out
of a total of sek 11,9 billion paid in parental allowance for
the birth of a child in 2000, 84 per cent went to women
and 16 per cent to men.
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Temporary parental allowance

Temporary parental allowance enables parents to stay at
home from work when their child is sick.

Men

Women | 60-
| 5550
B 5054
B 4540
D so-44
R 3539
DN 3034
R 2529
I 20-24

~19

120,000 90,000 60,000 30,000 0 0 30,000 60,000 90,
Persons with temporary parental child, which was 38
allowance for the care of a child in per cent. Distri-

2000. Just over 655,000 persons used bution according to
temporary parental allowance in 2000.  age and sex for both
Most of these were women, accounting  types of benefit is

for 60 per cent. Men made up 40 per strikingly similar, with
cent, which is somewhat higher than a higher proportion of
the number of men who received men found only in the
parental allowance for the birth of a higher age brackets.

Per cent Children cared for with temporary

70 parental allowance in 2000.

60 Temporary parental allowance was
taken out for more than half of the

50 children aged between two and eight.

40 Over 60 per cent of two and three-
year-olds were at one time or another

30 during 2000 cared for by a parent or

20 other person receiving temporary

10 parental allowance.

0

0123 45 6 7 8 9 10 11 12 13 14 1516~
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Days with temporary parental
allowance for the care of a child.
Despite an increase in the number of
children during the 1990s, the number
of days for which payment was made
for the care of sick children decreased
for the major part of this period. This
may have been due to two decreases
in the compensation level in combina-

tion with widespread unemployment. A
contributory factor was the decrease in

the number of younger children, who

SOCIAL INSURANCE IN FIGURES

Number
4,000,000
3,000,000 m
2,000,000
Men
1,000,000

1988 1990 1992 1994 1996 1998 2000

are most often in need of care. The
level of compensation was raised in 1998.

A parent needing to stay home from
work to care for a sick child is entit-

This applies to children under 12 (in
certain cases under 16). Normally,

child and year. The right to tempora-
ry parental allowance may in certain
circumstances be transferred to
another person who stays at home
from work instead of the parent to
care for the child.

Swedish Act on Support and Service
for certain functionally disabled

tion for the care of a sick child aged

In addition, the parent of a child

led to temporary parental allowance.

compensation is paid for 6o days per

Parents of children covered by the

persons (LSS) may receive compensa-

between 16 and 21 (sometimes older).

who is 15 or younger and who is
covered by Lss is also entitled to ten
so-called contact days per child and
year. These days may be used for
parental training courses, helping the
child get used to new surroundings,
or visits to pre-school or school-
childcare activities that the child
participates in.

The allowance is payable on a
whole-day, three-quarter day, half-
day or quarter-day basis. In 1997, the
level of compensation was 75 per
cent. Since 1 January 1998, it is 80 per
cent of the income entitling to sick-
ness benefit. In 2000, the maximum
parental allowance was just over Sek
18,000 per month.

Regu-
lations

Number of recipients  Average number Average amount
of days over the year, SEK

Age Women Men Women Men Women Men
-19 43 19 10 10 3,098 5,259
20-24 5,520 2,168 9 7 4,257 4,160
25-29 43,668 22,920 9 7 4,476 4,559
30-34 109,605 69,000 8 6 4,598 4,345
35-39 120,147 80,793 7 6 4,258 4,059
40-44 74,107 52,466 6 5 3,711 3,680
4549 27,816 24,494 6 5 3,341 3,418
50-54 6,926 8,657 5 5 2,811 3,356
5559 2,399 2,275 3 5 1,898 3,190
60— 1,023 509 3 4 1,514 2,694
Total 391,254 263,301 7 6 4,162 4,010

Temporary parental allowance for care of children 2000. Out of a total of
around sek 3.1 billion paid in 2000 in temporary parental allowance for
the care of a child, 61 per cent went to women and 39 per cent to men.
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Paternity leave

Paternity leave enables the father to be present at the birth of
his child, manage the home and take care of children when a

child is born.

Number
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Children born
100,000

Fathers with

75,000 father's days
50,000
25,000
0
1988 1990 1992 1994 1996 1998 2000

Paternity leave. The number of
children born and the number of
fathers taking paternity leave reached
a peakin 1990, when approximately 86
per cent of fathers took paternity
leave. During the greater part of the
1990s, the number of days of paternity
leave progressively diminished, due to
a decrease in the number of children
born and in the number of new fathers
taking advantage of their 10 allowed
days. In 2000, only 73 per cent of
fathers took paternity leave.

Regu-
lations

In connection with the birth or
adoption of a child, the father is
entitled to temporary parental
allowance for a maximum of 10 days
per child. These must be taken out
within sixty days after the
homecoming of the child or after

the adoptive parent has assumed
custody of the child.

Since 1 January 1998, the compen-
sation level is 80 per cent of the
income entitling to sickness benefit.
In 2000, the maximum compensation
was just over Sek 18,000 per month.

Number of
Age recipients
-19 36
2024 2,628
25-29 15,288
30-34 25,034
35-39 15,520
4044 5,498
4549 1,740
50-54 483
55-59 106
60— 18
Total 66,351

paternity leave.

106

Average number Average amount
of days over the year, SEK
9.2 4,717
94 5,742
9.5 6,502
9.5 6,857
9.5 6,912
9.5 6,781
9.6 6,703
9.5 6,847
9.6 6,629
10.0 6,517
9.5 6,732

Paternity leave in 2000. In 2000, SEK 447 million was paid out in



Pregnancy allowance

SOCIAL INSURANCE IN FIGURES

The pregnancy allowance enables pregnant women who are
unable to continue working to take time off to rest.

Number of women with pregnancy
allowance. During the later stages of
pregnancy, most women receive social
insurance compensation in the form of
pregnancy allowance, sickness benefit
or parental allowance. The proportion
of women receiving pregnancy allow-
ance increased in general throughout
the 1980s, reaching a peak of just
under 30 per cent in 1990. After a
marked drop in the early 1990s, a

slight increase is once again noticeable.

Per cent
30

s AN

20
15

10

1988 1990 1992 1994 1996 2000

1998

The social insurance office only pays
pregnancy allowance if the woman’s
employer cannot offer her alternative
employment. The woman may receive
pregnancy allowance for a maximum
of 5o days during the last two months
of her pregnancy.

Since 1 January 1998, the compen-
sation level is 80 per cent of the
income entitling to sickness benefit. In
2000, the maximum pregnancy
allowance was just over Sex
18,000 per month.

Regu-
lations

Number of Average number Average amount
Age recipients of days over the year, SEK
—19 36 40 12,137
20-24 2,569 39 13,845
25—29 8,313 38 15,153
30-34 6,843 38 15,900
35-39 2,853 38 15,601
40—44 494 38 16,045
45-49 20 43 17,744
Total 21,128 38 15,315

Pregnancy allowance in 2000. In 2000, Sek 323 million in
pregnancy allowance was paid to just over 21,000 women.
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Child allowance

Child allowance is designed to even out financial inequalities
between families with and without children as well as over a

lifetime.

Number
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Source: Statistics Sweden (scB)

Number of children in 2000. At the
end of 2000, there were 895,000 girls
and 944,000 boys aged between o and
16. The figure clearly illustrates the
effect of the so-called baby boom. The
very large groups of children born
around 1990 have reached the age of
nine or ten by 2000. Since the peak
year of 1990, the number of children
born has fallen gradually. The number
of children born in 2000 (zero years old
in the figure) was just under 30 per
cent lower than the number born in
1990.

Child allowance includes basic child
allowance, extended child allowance
and additional child allowance.

All parents are entitled to basic
child allowance for children domiciled
in Sweden, up to the quarter when
the child turns 16. After this, the
parent may receive so-called
extended child allowance for as long
as the child attends compulsory
school or the equivalent.

A parent receiving basic child
allowance, extended child allowance
or study grants for three or more

Regu-
lations

Monthly sum, Sek Yearly sum,
Child Additional Total SEK
allowance child allowance

1child 850 - 850 10,200

2 children 1,700 - 1,700 20,400

3 children 2,550 227 2,777 33,324

4 children 3,400 907 4,307 51,684

5 children 4,250 1,757 6,007 72,084

For each

additional child: 850 850 1,700 20,400

children also receives additional child
allowance. During 1996 and 1997, the
regulations were changed so that no
new additional child allowances were
granted but since 1)anuary 1998,
they are once again being granted.
Child allowance is exempt from tax.

On 1January 2000, child allowance
was raised to sek 850 per child and
month. Additional child allowance was
SEK 227 per month for the third child,
sek 680 for the fourth child and sek
850 for the fifth child and for every
additional child thereafter.

Sums payable for child allowance in 2000. In 2000, approximately
sEk 18.9 billion was paid in child allowance.
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Care allowance
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Care allowance helps parents to provide a sick or functionally
disabled child with care and attention, and the support
necessary for the child to develop in the best possible way.

Children with new care allowances.
The number of new care allowances
granted increased during the nineties.
During this period, two new levels of
compensation were introduced, 25 per
cent and 75 per cent. The introduction
of the lowest level allowed a larger
number than before to receive care

Girls

1992 2000

..

1992 2000

Children with new care allowances.
It is primarily the psychological diag-
noses that account for the changed
picture in 2000 compared with 1992.
Behavioural disorders such as bamp
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allowance. Since 1994, this level is the
most frequently granted. At the same
time, a shift has taken place from
younger to older children. In 1992,
children aged o to 4 made up approxi-
mately half the total, but in 2000, this
group comprised just over a quarter.

Mental illness and psycho-
logical disorders

Endocrine diseases

Diseases of the nervous
system

Diseases of the respiratory
organs

. Congenital deformities

, Other diseases

and ADHD are diagnosed ever more
frequently. The number of cases
diagnosed among boys has more than
trebled, while among girls it has
roughly doubled.
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Regu-
lations
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Children with care allowances in
December 2000. Among children
receiving care allowance in December
2000, approximately 38 per cent were
girls and 62 per cent were boys. Boys

dominated in all age groups. The
proportion of girls was highest in the
lower age groups, being 40-45 per
cent up to the age of five.

A parent may receive care allowance
for his/her child if the child is
younger than 16 and is in special
need of care and attention for at
least six months due to sickness,
mental retardation or some other
form of functional disability. The
parent may also receive care allow-
ance if the child’s sickness or func-
tional disability gives rise to increas-
ed expenses (additional costs).

If the parent takes care of several
sick or functionally disabled children
in the specified age group, the right
to care allowance is based on their
total need of attention and care, as
well as the extent of the increased
expenses.

Care allowance is payable at
100 per cent, 75 per cent, 50 per
cent or 25 per cent of the full
benefit rate. Full care allowance is
2.5 times the basic amount per
annum, which in 2000 amounted to
SEK 7,625 per month. Care allow-
ance is taxable and qualifies for
pension. However, care allowance
for increased expenses is exempt
from tax.

Under certain circumstances,
compensation for additional costs can
be paid on top of the normal amount
for full benefit. Since 1 January 1998,
a parent may be granted care allow-
ance even if there is only a need of
compensation for additional expen-
ses. Insuch cases, care allowance is
36 or 62.5 per cent of the basic
amount per year, depending on the
size of the
additional
expenses.




All children

for one child

Age Girls Boys  Girls Boys

02 587 713 499 577
375 1,741 2,547 1,330 1,971
6-8 2,926 4,741 2,158 3,644
9-11 3,376 5952 2,557 4,671
12-14 2,866 4,940 2,330 4,049
15— 827 1,325 678 1,102
Total 12,323 20,218 9,552 16,014

Children in famili
with care allowance

SOCIAL INSURANCE IN FIGURES

es Number of reci-  Average amount
pients (parents) per month, SEK
Age Women Men Women Men
24 180 7 4,682 3,676
25-29 1,748 70 4,615 4,225
30-34 5,863 397 4,524 3,946
35-39 8,480 817 4,542 3,855
4044 6,377 786 4,508 3,963
45-49 3,090 560 4,613 3,884
50-54 957 241 4,674 4,199
55— 159 129 4,840 3,835
Total 26,854 3,007 4,550 3,935

Children with care allowance in December

2000. Just over one fifth of children were

one child.

in
families receiving care allowance for more than

Care allowance in December 2000. A total of
just over sex 1.8 billion in care allowance was
paid in 2000, of which 91 per cent went to
women and g per cent to men.

Child pension

A child is entitled to a child
parents are deceased.

pension if one or both of its

The child may receive the pension up
to and including the age of 17. A child
who is studying may in certain cases
continue to receive the pension up to
the end of June in the year the child
turns 2o0.

The child pension from the basic
pension scheme is at least 25 per
cent of the basic amount for each
deceased parent, corresponding to
SEK 763 per month in 2000.

From the supplementary pension
scheme, the child receives 30 per

cent of each deceased parent’s
supplementary pension (aTp). If the
child has siblings, a further 20 per
cent of the ATP sum is added for each
sibling. The total sum is shared
equally between the children.

The total child pension (basic
pension and supplementary pension)
for one child should always be at
least 40 per cent of the basic amount
per annum for each deceased parent,
which was equivalent to just over
SEK 1,200 per month in 2000.

Regu-
lations

Number of recipients

Age Girls Boys December 2000. Out of a

o4 434 464 total of around SEK 940

5-9 2,225 2,319 million paid in child

1014 5,066 5,426 pensions in 2000, roughly

1519 6,587 7,049 48 per cent went to girls
and 52 per cent to boys.

Total 14,312 15,258

Average amount

per month, SEK 2,552 2,547

Child pensions in




SOCIAL INSURANCE IN SWEDEN 200I

Maintenance support

Maintenance support is designed to ensure that parents take
financial responsibility for the children they do not live with,
while society guarantees these children a reasonable
economic standard.

Number
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Children with maintenance support. In
December 2000, maintenance support
was paid for around 330,000 children
aged between o and 20. This repre-
sents 16 per cent of all children in that
age group. The increase in the number
of children receiving maintenance
support during the 1990s was due both
to an increase in the total number of
children and to an increase in the
proportion of children receiving the
benefit. In 1997, moreover, extended
maintenance support was introduced.

On 1 February 1997, a new support
system was introduced, aimed at
parents who have separated. Main-
tenance support replaced the
previous system of maintenance
advances and special allowances for
certain adopted children.
The idea behind this is that
parents have a maintenance obliga-
tion towards their children. A parent
who does not live together with his/
her child is legally obliged to fulfil
his/her maintenance obligation by
paying maintenance to the parent
with whom the child lives.
The parent with whom the child
lives can receive maintenance support
from the social insurance office if
e the parent obliged to pay main-
tenance does not do so

e the maintenance agreed is lower
than sek 1,173 per month, in which
case maintenance support is paid
in the form of a supplementary
allowance

e paternity has not been established

e one parent is deceased and the
child does not receive a child
pension

e the child has been adopted by only
one parent.
Maximum maintenance support is SEK
1,173 per month and child. Extended
maintenance support can be paid for
a child pursuing studies which
qualify for extended child allowance
or a study grant, but no longer than
June in the year the child turns 20.

In principle, the parent liable to
pay maintenance must repay, either
in full or in part, the costs borne by
society for the maintenance support
paid to the other parent. The repay-
ment liability is set at a percentage of
the income he/she had in his/her
latest tax return. The percentage is
also based on the number of children
he/she has.

If the parent liable to pay main-
tenance has financial problems, he/
she may be temporarily or perma-
nently relieved of the obligation to
pay. In the case of a temporary inter-
ruption of payments, a debt arises
which must subsequently be repaid
to the social insurance office. A debt
may also arise if the parent liable to
pay maintenance refuses to pay.
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Proportion of each age group, per cent

Age Girls Boys Girls Boys
0-2 7,071 7,605 5.4 5.5
3-5 15,275 16,135 10.7 10.8
6-8 26,364 27,615 15.2 15.2
o1 35,508 36,961 19.4 19.1
12-14 35,168 36,428 21.4 21.0
15-17 31,726 33,896 21.3 21.4
18-20 9,621 11,078 6.4 741
Total 160,733 169,718 14.7 14.7

Children with maintenance support in December 2000.

Number of recipients

Average amount in December, SEK

Age Women Men Women Men

—24* 15,205 10,389 1,197 1,121

25-29 18,075 954 1,574 1,364
30-34 36,715 3,399 1,822 1,533
3539 48,354 7,051 1,908 1,596
40-44 36,656 7,692 1,758 1,563
45-49 19,700 5,165 1,538 1,475
50-54 7,748 2,425 1,364 1,429
55-59 1,607 849 1,234 1,413
60— 151 363 1,274 1,351
Total 184,211 38,287 1,700 1,416

* Including recipients of extended maintenance support.

Maintenance support in December 2000. In 2000, SEK 4.5 billion was paid in

maintenance support, of which 85 per cent went to women and 15 per cent to men.

Number liable to pay

Number with debts

Average debt*
in December, SEK

Age Women Men Women Men Women Men

—24 386 3,024 36 469 5,415 7471
25-29 2,194 10,767 732 4,744 9,173 14,912
30-34 5,780 26,474 2,236 13,254 12,197 22,831
3539 9,647 42,424 3,951 21,704 13,388 27,219
4044 8,854 43,435 4,078 23,116 14,171 28,354
45-49 4,676 34,692 2,443 19,819 13,531 26,252
50-54 1,715 20,815 998 12,407 13,258 23,960
55-59 372 8,961 244 5,389 13,732 22,340
60- 29 3,973 16 2,313 10,640 20,240
Total 33,653 194,565 14,734 103,215 13,213 25,266

* The average debt is calculated on the basis of the parents with maintenance debts.

insurance office as opposed to 53 per
cent of the men. Out of the total debt
of around sek 2.8 billion at the end of
2000, women owed just over 7 per
cent, whereas men owed 93 per cent.

Parents liable to pay maintenance in
December 2000. Out of the total of
228,000, 15 per cent were women and
85 per cent men. 44 per cent of the
women had a debt to the social
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Housing allowance

The housing allowance is designed to enable financially weak
households to live in adequate and sufficiently spacious

accommodation.

Number
250,000
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Households with housing allowances.
The number of households with a
housing allowance has decreased over
the past few years. This is due to

..00000000.
Young people without chlld?eﬁ eee

Single parents

Cohabiting parents

1997 1998 1999 2000

changes in the regulations. The
decrease is most noticeable among
households consisting of two parents
and children.

Families with children and young
households without children (28 and
younger) may receive a housing
allowance.

The amount of allowance is
determined by the size of household,
accommodation costs and income.

On 1January 1997, a new system
was introduced for estimating
and verifying the income of
those applying for a
housing allowance. Appli-
cants are asked to estimate
what they will earn over the
coming twelve months, and
a preliminary housing
allowanceis
calculated on
the basis of

~ thisinfor-
mation.
Afterwards,
theincome
estimate is
checked

against actual taxed income and a
final housing allowance is calculated.
The balancing of benefits for 2000
will be carried out in January 2002.
Households that have received too
large a preliminary benefit are
obliged to pay back the difference
plus an extra charge. If on the other
hand a household has received too
little preliminary benefit, the
difference is made up with interest.

For married or cohabiting couples
with children, the housing allowance
is means-tested on an individual
basis. The benefit is reduced if the
annual income of either partner
exceeds SEk 58,500, corresponding to
a monthly income of just under sek
5,000.

For a single parent, the housing
allowance is reduced if annual income
exceeds SEK 117,000, corresponding
to a monthly income of just under sex
10,000.
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Max. housing Max. living Income limit above which Regu-
allowanceper area, housing allowance is lations
month, SEK sqmetres reduced, SEK peryear

Single Married/

persons cohabiting couples

Families with children
Number of children

1 2,500 80 117,000 58,500/applicant
2 3,175 100 117,000 58,500/applicant
3 3,900 120 117,000 58,500/applicant
4 3,900 140 117,000 58,500/applicant
5 Or more 3,900 160 117,000 58,500/applicant

Households without children
18—28 years 1,100 60 41,000

58,oool

Number of households by type Average amount per month ‘

and household, Sk
Single persons Cohabitees  Single persons Cohabitees

Age Women Men Women Men

—24 19,874 11,950 6,556 937 608 1,279

25-29 18,680 5819 8,728 1,577 779 1573

30-34 25,954 3,562 10,694 1,851 1,110 1,701

35-39 33,537 5,861 10,875 1,834 1,134 1,739

40—44 28,560 6,133 7,365 1,664 1,153 1,772

45-49 16,978 4,580 3,730 1,476 1,160 1,719

50-54 7,184 2,637 1,488 1,406 1,148 1,658

55-59 1,900 1,173 467 1,400 1,173 1,586

60— 310 676 113 1,657 1,188 1,750

Total 152,977 42,391 50,016 1,592 943 1,641
Housing allowances in December roughly 350,000 households. Around
2000. Housing allowances are mainly sek 3 billion went to the approximately
paid to single parents, generally 60 per cent of households where a
women. In December 2000, a total of woman was the sole breadwinner.
around 245,000 households receiveda  Households where a man was the sole
preliminary housing allowance. breadwinner made up approximately

In 2000, a total of SEK 4.4 billionin 20 per cent and received just over SEk

housing allowances was paid to 0.5 billion.
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Financial security in case of sickness and handicap

Sickness benefit

Sickness benefit provides financial security during periods of
reduced working capacity due to sickness.

Number
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16-19
Sickness benefit days per recipient in
2000. The number of sickness benefit
days increases with advancing age for
both women and men. This might be
interpreted to mean that medical risks
increase with age. It may also mean

Women

Men

1990 1992 1994 1996 1998 2000
Paid sickness benefit days. At the
beginning of the nineties, the number
of sick days paid by social insurance
declined sharply. This decline was
primarily the result of changes in the

regulations. One example is the sick

en
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M

that the pressures of working life are
increasing, or that persons who have
been professionally active for a long
period have also been subjected to
greater overall strain.

pay period introduced in 1992, another
is the qualifying day introduced in
1993. A further reason for the decline
could be greater restrictiveness in
applying the sickness insurance
regulations, in conjunction with in-
creased unemployment. Over the past
few years, paid sickness benefit days
have again increased sharply, especi-
ally for women. It is mainly long-term
sickness which has increased.
Investigations reveal that stress-
related illnesses occur increasingly
frequently. Absence due to sickness is
strikingly high in county councils and
municipalities, where 8o per cent of
employees are women. Particularly
high sickness figures are reported in
municipal areas of employment such as
nursing, education and health care.
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A person may receive 100 per cent, 75
per cent, 50 per cent or 25 per cent of
the sickness benefit when income is
lost for medical reasons. The deciding
factor is the extent to which a
person’s working capacity is reduced
by the sickness.

It is also possible to receive sick-
ness benefit for medical treatment or
medical rehabilitation aimed at
preventing sickness or reducing the
sickness period.

During the first days of a
sickness period, an employee
receives sick pay from the
employer. From 1992 to
1996, the sick pay
period was 14
days. From
January 1997 to
March 1998, it
was 28 days,
and since
April
1998,
itis
once

again 14 days. If reduced working
capacity due to sickness persists
after the end of the sick pay period,
an employee may receive sickness
benefit from the social insurance office.
Self-employed persons may have a
qualifying period of 3 or 30 days.
There is no official limit to how
long a person may receive sickness
benefit, but if the social insurance
office judges that the situation is
likely to last for at least a year, the
person is considered for a temporary
or permanent disability pension
instead.
Since 1)anuary 1998, compen-
sation for full sickness benefit
is 80 per cent of the income
entitling to sickness benefit
for all days in the sickness
period except the quali-
fying day. The
maximum
sickness
benefit for
one day was
SEK 602 in 2000.

Regu-
lations

Number of recipients  Average number Average amount
of days over the year, SEK
Age Women Men Women Men Women Men
16-19 901 834 38 39 9,334 11,793
20-24 17,622 11,881 61 57 18,767 20,971
25-29 41,712 19,892 72 73 23,745 29,072
30-34 58,675 28,553 86 84 29,232 33,643
3539 60,318 35,635 104 94 34,311 37,430
40-44 55,950 36,052 116 101 37,513 39,848
45-49 58,940 38,310 127 13 40,540 44,094
50-54 70,581 46,332 136 124 43,052 438,492
55-59 68,885 49,105 144 136 45,301 54,014
60— 42,189 35,361 148 144 44,831 55,576
Total 475,773 301,955 116 111 37,104 43,457

Sickness benefit in 2000. Out of a total of around sek 30.8 billion in sickness
benefit in 2000, 57 per cent went to women and 43 per cent to men.
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Occupational rehabilitation

A variety of rehabilitation programmes help the long-term sick
to return to work.

Number
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Long-term sickness. Long-term
sickness refers here to cases of
sickness lasting at least 30 days. The
number of persons on long-term sick
leave decreased substantially at the
beginning of the 1990s, but then rose
again sharply. At the end of the 1980s,
there were around 170,000 persons on
long-term sick leave (for at least 30
days), but the number then sank to
less then 90,000. It is the very long-
term cases lasting over a year which
account for the dramatic rise and fall in
numbers since the end of the 1980s.
The main reason for the decline during
the nineties was that many long-term
sick were granted permanent or
temporary disability pensions in 1992
and 1993. A similar reaction with an

1992

Women

Men

1992 1994 1996 1998 2000

Women
W

1994 1996 1998 2000

increasing number of grants of
permanent disability pensions was
already noticeable during 1999, but
became even more pronounced in
2000. Around 20 per cent of the cases
of long-term
sickness have
received
active
rehabilitation.

Purchase of rehabilitation services. In
1994, the number of purchases of
rehabilitation services reached a peak.
The number of purchases for women
has lain consistently at a significantly
higher level, which is explained by the
fact that the majority of cases of long-
term sickness are found among women.
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Work testing, work training, assess-
ments by the Labour Market Institute
(Am1) and training courses are examp-
les of some of the programmes offer-
ed by occupational rehabilitation.
When participating in occupational
rehabilitation, an individual may
receive a rehabilitation allowance
as compensation for lostincome
and a special allowance which
covers certain so-called
additional costs arising in
connection with the
rehabilitation (e.g. travelling
expenses). In addition, the social
insurance office may provide
occupational rehabilitation
services, grant allowances for work

aids, pay special compensation for
rehabilitation and treatment, and
compensate travel to and from work,
in place of sickness benefit.

The rehabilitation allowance is
payable at 100 per cent, 75 per cent,
50 per cent or 25 per cent of the full
rate. Since 1)anuary 1998,
the full rehabilitation
allowance is 80 per
cent of the
~income
4 entitling to
~ sickness
Y benefit. In 2000,
- the maximum rehabilita-
. tion benefit was just over
SEK 18,000 per month.

Regu-
lations

Number of recipients  Average number Average amount
of days over the year, SEK

Age Women Men Women Men Women Men
16-19 5 5 67 52 23,263 12,151
2024 531 433 87 91 29,551 35,047
25-29 1,734 1,216 89 98 31,460 41,502
3034 3,406 2,025 89 96 32,865 40,876
35-39 4,545 2,524 89 94 32,079 41,075
40-44 4,745 2,452 83 92 30,169 39,763
45-49 4,983 2,562 8o 88 29,287 38,186
50-54 5,052 2,627 74 80 27,610 35,646
55-59 3,791 2,009 67 71 24,939 31,697
60— 1,044 537 57 57 20,648 25,328
Total 29,836 16,390 80 87 29,252 37,731

Rehabilitation allowance in 2000. Out of a total of SEk 1.5
billion for rehabilitation allowances in 2000, 59 per cent

went to women and 41 per cent to men.
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Permanent and temporary disability pension

Permanent or temporary disability pensions provide financial
security for persons suffering from a long-term reduction in
their capacity to work.

Number
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Newly-granted permanent and
temporary disability pensions. Early
in the 1990s, the granting of new
disability pensions rose to record
heights. The main reason was the
greatly increased involvement of the
social insurance offices in the field of
Per cent Women
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Distribution of newly-granted
permanent and temporary disability
pensions. Partial pensions are more
common among women than men. The
number of partial disability pensions
rose progressively during the second
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Per cent

1990

rehabilitation. A large number of
persons on long-term sick leave were
granted permanent disability pensions
because they were deemed unable to
return to work even after rehabilita-
tion. After reaching a peak in 1993, the
granting of new disability pensions
decreased, and in 1998 sank to the
lowest level since the beginning of the
1970s. The decline was due to fewer
cases of long-term sick leave in com-
bination with tightened regulations
and their more restrictive application.
In recent years, absence due to sick-
ness has increased dramatically,
bringing the number of newly-granted
disability pensions once again up to
the level found during a large part of
the 1980s and 1990s. However, the age
distribution has changed, with a strong
shift from older to younger people.

Men

Partial

192 194 196 198 2000
half of the 1980s and the first part of
the 1990s. In 1995, it reached a peak,
with 46 per cent of women and 35 per
cent of men being granted partial
pensions. Subsequently, full pensions

have increased in numbers.



Women
16—-39 years 60-64 years
16-39 years 60—64 years

,l

Newly-granted permanent and
temporary disability pensions in
2000. There are sex-related variations
in the pattern of sickness among those
granted disability pension. However,
the most common complaint of both
men and women is disease of the
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Proportion of the population with
permanent or temporary disability
pensions in 2000. In December 2000,
there were almost 438,000 persons
with permanent or temporary disability
pensions, comprising just over 248,000
women and 190,000 men. This means
that 7-8 per cent of the population of
working age have for health reasons

SOCIAL INSURANCE IN FIGURES

Mental illness and psychelogical disorders

Circulatory diseases
Musculoskeletal diseases

Injuries etc.

Other diseases

musculoskeletal organs, except in the
case of younger people, among whom
psychological disorders dominate.
Cardiovascular diseases are common
among men but are rarer among
women.

Women I

wholly or partially left working life with
a disability pension, and this
proportion increases with advancing
age. In all age groups over 25, more
women than men have permanent
disability pensions. In the age groups
60-64, the proportion with permanent
disability pensions is as high as 30 per
cent.
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Regu-
lations

Permanent or temporary disability
pensions may be granted to persons
aged between 16 and 64 whose work-
ing capacity is reduced for medical
reasons, either permanently or fora
long period, by at least one quarter.
Compensation is paid in the form of
a basic pension and a supplementary
pension (ATP). Compensation is pay-
able at 100 per cent, 75 per cent, 50
per cent or 25 per cent of the full rate.
Full or temporary disability
pensions in the form of the basic
pension correspond to 9o per cent of
the basic amount for unmarried and
72.5 per cent for married pensioners.

In 2000, the maximum basic
pension and supplementary pension
(ATP) was just over SEK 14,600 per
month for an unmarried person with a
permanent disability pension.

Persons with a low supplementary
pension (ATP) or none may receive a
pension supplement and a housing
supplement. Persons with no ATP
receive a full pension supplement.
For others, the pension supplement is
reduced according to the amount of
ATP. In 2000, full pension supplement
to permanent disability pensioners
was 112.9 per cent of the base
amount, i.e. SEK 3,443 per month.

The vast majority of all permanent
disability pensions go to people who
have been forced to leave the labour
market for reasons of ill health after a
long working life. This group receives a
supplementary pension (ATP) propor-
tional to earlier earned income.

The average compensation level for
younger people with permanent
disability pensions is lower than for
middle-aged or older people. The

majority of those who receive pensions
when very young have severe
congenital functional disabilities, or
functional disabilities dating from an
early age. The majority of such people
have not had the opportunity to build
up their insurance protection via the
ATP system through gainful employ-
ment and therefore receive compen-
sation at the basic insurance level.

Number of recipients Average amount* Proportion of the
per month, SEK population, per cent

Age Women Men Women Men Women Men

16-19 1,607 2,303 6,133 6,139 0,8 1,1
20-24 2,699 3,213 5,976 6,083 1,1 1,2
25-29 4,130 3,882 5,744 6,120 1,4 1,3
30-34 75149 5,837 5,881 6,533 2,3 1,8
35-39 12,121 9,356 6,010 6,869 4,0 2,9
40—44 18,227 13,201 6,164 7,148 6,4 4,5
45—49 27,426 19,280 6,328 7,491 9,5 6,6
50-54 44,072 29,844 6,600 7,947 13,9 9,3
5559 58,575 42,195 6,847 8,582 20,1 14,1
6065 72,210 60,616 7,000 9,154 32,4 27,7
Total 248,216 189,727 6,639 8,184 9,0 6,7
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* The average amount includes basic pension, pension supplement and individual ATP.

Permanent or temporary disability
pensions in December 2000. Out of a
total of around sek 42 billion, 52 per
cent went to women and 48 per cent to
men.

SEK 24.8 billion was paid out in the

form of supplementary pension (ATP).
Women made up 57 per cent of ATP
pensioners and received just under
half of the amount paid, while men
made up 43 per cent of ATP pensioners
and received just over half.



Pension supplement and housing
supplement for persons with
permanent or temporary disability
pensions in December 2000. Out of
the total amount paid for permanent
disability pensions, pension supple-
ments made up just under SEk 2.9
billion, of which 56 per cent went to
women and 44 per cent to men.

The housing supplement was
around sek 2.5 billion. 56 per cent of
this was paid to women and 44 per
centto men.

SOCIAL INSURANCE IN FIGURES

Pension supplement Housing

supplement
Number of recipients Number of

recipients
Age Women Men Women Men
16-19 1,594 2,286 507 655
2024 2,671 3,182 1,589 1,927
25-29 3,275 3,258 2,521 2,643
30-34 3,298 3,292 3,431 3,489
35-39 3,970 3,909 4,752 4,791
4044 4,916 4,382 6,142 5,826
45-49 6,773 5,286 7,950 7,102
50-54 9,964 6,023 10,476 7,989
55-59 12,541 6,051 11,853 7,885
6064 16,997 6,773 12,906 7,700
Total 65,999 44,442 62,127 50,007

Dental care

Dental care insurance is designed to promote a high level of
dental health regardless of individual incomes.

Amount paid for dental care. The total

costs of the dental care insurance
scheme have decreased since 1992.
Compensation regulations have been

progressively changed, so that patients

have had to pay an ever larger share.

SEK billions
5

2000 prices

Current prices

0
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1992 1994

On 1)anuary 1999, the dental
insurance scheme was given a new
orientation. It was divided up into
basic dental care and additional
dental care. As before, dental care
for children under 20 is free of
charge.

All adults receive financial
support for everyday health-
promoting dental care, that is, basic
dental care. This includes preventive

measures, fillings, root treatment and
suchlike. A fixed price is paid for
basic dental care for a period of two
years, regardless of the number of
treatments.

For additional dental care, there
are special compensation regulations.
For crowns, braces, and suchlike, as
well as for orthodontic treatment,
there is high-cost protection for
patients with high treatment costs.

2000

1998
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Work injury benefit

Work injury benefit provides financial security when a
person’s working capacity is reduced due to a work injury.

Number
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Number of individual life annuities
according to the occupational injuries
insurance in December. At the end of
the 1980s and beginning of the 1990s,
the number of work injury claims
assessed by the social insurance
offices increased dramatically. At the
same time, the number of cases where
actual work injury was established also
increased. The decline after 1993 was
due to the introduction of much
stricter criteria for judging work injury
claims.

All persons engaged in gainful
employment in Sweden are insured
against work injuries. The term work
injury refers to accidents or illnesses
resulting from harmful influences at
work. Compensation is normally only
payable if an approved work injury
has led to a lasting reduction in a
person’s earning ability. Until the
immediate effects of the injury have
passed, the employee receives
regular sick pay or sickness benefit.
If a person’s earning capacity is
still reduced at the end of the sick
leave period, he or she has the right

to a so-called work injury annuity.
The annuity is designed to compen-
sate the recipient for all lasting loss
of income. When calculating the size
of the annuity, the income that the
person is assumed to have earned if
the accident had not occurred is
compared with the income the person
is estimated to receive after the
accident. The annuity provides
compensation for the entire differ-
ence, but may not exceed 7.5 times
the price base amount per year, which
was equivalent to roughly Sek 23,000
per month in 2000.

Work injury annuities in Number of recipients Average amount,
December 1998. Out of a total of Per month, SEK
SEK 4.7 billion in work injury Age Women  Men Women  Men
annuities in 1998, women 20-24 ) 32 7,102 9,518
received just over 40 per cent 25-29 125 285 4,206 5,849
and men 60 per cent. In 2000, SEK 30-34 610 1,253 3,725 4,709
4.6 billion was paid out. 35-39 1,044 2,050 3,371 4,638
4044 2,073 3,029 3,240 4429
45-49 3.874 4579 3,289 4,490
50-54 7,085 7,191 3,283 4,566
55-59 9,667 9,220 3,389 4,673
60-64 12,835 13,228 3,781 4,929
65— 9,607 7,937 1,001 950
Total 46,928 48,804 2,983 4,098
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Handicap allowance
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The handicap allowance provides financial security for people
with functional handicaps who need the assistance of another
person and/or have additional costs due to their handicap.

Proportion of persons in the
population with handicap allowances
in 2000. Generally speaking, handicap
allowances are more common among
women than men. The main group of
recipients comprises those aged
between 60 and 69.

Per cent
1.5

Women

Men
0.5

0.0
16-19 25-29 35-39 45-49 55-59 65-69 75-79 85-89 9o-

Persons who have become function-
ally disabled between the ages of 16
and 65 may receive a handicap allow-
ance as a supplement to the basic
pension or as a separate benefit. In
order to qualify for this benefit,
these persons must, due to their
disability, need time-consuming help
from another person in order to cope
with life at home or at work. It is also
possible for them to receive a handi-
cap allowance if they have significant
additional costs as a result of their

functional disability. Regu-
lations

There are three compensation
levels: 36 per cent, 53 per cent and
69 per cent of the base amount per
year, depending on the assistance
required and the size of the
additional costs. In 1999, these three
levels corresponded to around SEk
1,100, SEK 1,600 and SEK 2,100 per
month. The blind and the deaf always
receive allowances if their disability
arose before the age of 65.

Number of Average amount
recipients per month, SEK
Age W Men W Men

16-19 917 1,231 1,462 1,463
2029 1,857 2,255 1,434 1,465
3039 2,655 2,401 1,468 1,497
4049 3,663 2,730 1,462 1,484
50-59 5,831 3,907 1,445 1,465
60-69 5,482 4,095 1,385 1,413
70-79 4,172 2,706 1,346 1,345
80-89 1,484 789 1,255 1,232
90— 148 63 1,184 1,195

Total 26,209 20,177 1,409 1,435

Handicap allowance as a supple-
mentary benefit in December 2000.

Numberof  Average amount
recipients per month, SEK
Age W Men W Men

16-19 205 300 1,457 1,405
2029 881 947 1,370 1,403
3039 1,454 1,773 1,356 1,422
40-49 1,277 1,580 1,389 1,498
50-59 1,160 1,624 1,401 1,506
60— 347 434 1,394 1,485

Total 5,324 6,658 1,383 1,461

Handicap allowance as a separate
benefit in December 2000.

Out of a total of sek 1 billion in handi-
cap allowance in 2000, 53 per cent
went to women and 47 per cent to men.
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Assistance allowance

By being able to employ personal assistants, functionally
disabled people are given the opportunity to live normal lives.

Number Persons with assistance allowance.
- Assistance allowance was introduced in
Men X
4,000 / 1994, which meant that not many
Women people received it that year. Since

3,000 then, the numbers of recipients have

2,000 steadily increased. There have always
been more men recipients than women.

1,000

Regu-
lations

1995 1996 1997 1998 1999 2000

Assistance allowance is available to
persons younger than 65 who suffer
from autism, mental handicaps, signi-
ficant functional disabilities after
brain damage or other major and
lasting functional disabilities not due
to normal ageing. However, persons
living in sheltered group accommo-
dation are not entitled to assistance
allowance. If there are reasonable
grounds, the allowance can be paid
for a short time while the personisin
hospital.

The allowance from the social
insurance office to the functionally
disabled is designed to be used for
the employment of personal
assistants who can help themin their
daily lives. The functionally disabled
person may employ one or several
assistants themselves, or use those
available from the municipality or
other organizations.

Assistance allowance is paid at a
standard amount per hour. It was SEkK
178in 2000.

Assistance allowance in December
2000. Out of a total of sek 7 billion in
assistance allowance in 2000, around

Number of recipients Average hours per month

Age Women Men Women Men
014 568 722 306 302
15-19 272 388 323 349
2024 338 441 421 422
25-29 323 404 420 440
30-34 299 397 414 429
35-39 303 375 412 425
40-44 298 340 385 424
45-49 388 393 407 426
50-54 465 491 372 379
55-59 605 508 365 372
60-64 510 469 343 332
Total 4,369 4,928 373 384

The figures refer to December 2000 but were compiled in May 2001, and may
diverge from other statistics.

46 per cent went to women and 54 per
cent to men. The municipalities
provided stk 1.7 billion.
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Allowance for care of close relatives

The allowance for care of close relatives enables a person to
stay home from work to look after a seriously ill relative.

Persons with allowance for care of
close relatives. The allowance for care
of close relatives was introduced at the
beginning of the second half of 1989. In
1991, the level of compensation was
lowered, which may explain the
decrease in the number of people
receiving the allowance that year. The
following year, the rules were changed
so that even a person looking after a
seriously ill relative in hospital or other
institution (i.e. not only in the home)
was entitled to receive the allowance.
The steady increase since 1991 can be
attributed partly to the general public
becoming more aware of the possibility
of receiving allowance for care of close

Number
6,000

Women
5,000
4,000

3,000

Men
2,000

1,000

0
1990 1992 1994 1996
relatives. Women look after relatives to
a far greater extent than men. Among
those receiving this care, however, the
sexes are more evenly represented.

1998 2000

Persons staying home from work to
look after a seriously ill person in the
home or in a care institution are entit-
led to receive allowance for care of
close relatives. In general, the allow-
ance is payable for a maximum of 60
days for each of the persons cared for.
The allowance is payable at 100

per cent, 50 per cent or 25 per cent of
the full rate. In 1997, the compensation
level was 75 per cent of the income
entitling to sickness benefit. Since 1
January 1998, the compensation level
is 8o per cent. In 2000, the maximum
allowance for care of close relatives
was just over SEK 18,000 per month.

Regu-
lations

Number of recipients  Average number Average amount
of days over the year, SEK

Age Women Men Women Men Women Men
—24 77 50 10 8 4,708 4,114
2529 252 99 10 9 5,401 5,423
30-34 460 260 n 8 5,544 5,323
35-39 665 358 10 8 5,440 5,041
40-44 904 373 10 10 5,117 6,150
45—49 1,038 452 10 10 5,531 6,503
50-54 1,148 422 10 1 5,863 7,142
55-59 931 352 13 15 7,070 9,004
60— 383 137 18 20 8,744 11,521
Total 5,858 2,503 11 11 5,961 6,762

Allowance for care of close relatives in 2000. Out of a total of
around sek 52 million in allowances for care of close relatives in
2000, 67 per cent went to women and 33 per cent to men.
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Car allowance

The car allowance is provided to help people with permanent
functional disabilities who find it difficult to get around
without the aid of a motor vehicle of their own.

Granted car allowances Car allowances Number

were introduced in October 1988, and 3,500
the majority were granted when the 3.000
benefit was new. Since it is possible to Men
get a new car allowance every seventh 2,500
year, there was a new peak in 1996. 2,000

Somewhat fewer women than men have

received this benefit. Means-tested 1,500
allowance for the purchase of a car 1,000
have mainly gone to women. On the 500 Women
other hand, costs for adapting cars o

have been higher for men. 1988 1990 1992 1994 1996 1998 2000

Regu- Car allowances may be granted every permanent or temporary disability

lations seventh year for purchasing or pension.
adapting a car, motorcycle or moped. e Other handicapped people
Five groups are entitled to car between the ages of 18 and 49 who
allowances: can drive the vehicle themselves.

e Handicapped people under 65 who e Handicapped parents with children

are reliant on a motor vehicle for under 18.
work purposes or for occupational e Parents with handicapped children.
rehabilitation /training. Since 1 July 1995, functionally dis-

e Handicapped people under 65 who  abled people who have been granted
have been granted car allowances car allowances may, under certain
according to the above regulations,  circumstances, be granted an allow-
but who have later received a ance for driving lessons.

Number of recipients Average amount, SEK

Age Women Men Women Men
0-15 199 245 59,880 61,258
16-19 35 47 81,256 86,590
2024 27 44 128,790 131,184
25-29 46 57 153,548 150,280
30-34 73 85 105,711 114,310
Carallowances 35-39 98 94 16,119 132,743
granted in 2000. 4044 17 105 111,004 104,405
Outof a total of SEK5_g B4 125 15,431 99,482
209 million in car 50-54 133 115 92,371 108,880
allowances in 2000, 55-59 13 84 112,540 103,202
47 per cent went to 60— 58 74 111,317 92,051

women and 53 per
cent to men. Total 1033 1075 93,223 99,544




SOCIAL INSURANCE IN FIGURES

Medicine

Subsidizing the cost of medicine for all patients helps pro-
mote a high standard of public health regardless of individual
incomes and guarantees that medicine is readily available.

SEK
6,000

5,000
4,000

3,000 Women

2,000 Men
1,000

0
0-4  10-14 20-24 30-34 40—44 50-54 60-64 70-74 80-84  9o-

Source: Apoteket AB, Swedish Pharmaceutical Statistics 2000
Sales of prescription drugs - value after retirement. This may partly be

per inhabitant in 2000. Women have due to the fact that costlier medicines
higher medicinal costs than men during  are more frequently prescribed to men

their working lives, while men have than women especially in higher age
higher medicinal costs than women groups.

The high-cost protection system for * 50 per cent of the cost between sex [ I{41E
the purchase of drugs stipulates an 900 and SEK 1,700 lations
upper limit of sek 1,800 for a twelve- e 25 per cent of the cost between Sk
month period. Up to this limit, the 1,700 and 3,300
patient pays. ¢ 10 per cent of the cost between SEk
e the entire cost of the drugs up to 3,300 and 4,300.

SEK 900 No drugs are completely free of charge.

Number of prescription Average amount per Sales of prescription
drugs sold, thousands inhabitant, SEK drugs in 2000. In 2000,

Age Women  Men Women Men the insurance scheme’s
. 880 1057 235 431 expenditure fo.r Firugs
1119 LG 746 374 659 Wa'SSEK 15.6 billion, of
20-29 2195 953 552 808 which 54 per.cent was for
30-39 3061 1760 697 659 drugs prescribed to
40-49 3947 2497 838 536 women and 46 per cent
50-59 6570 4173 1051 662 was for drugs prescribed
60-69 5928 4513 1296 861 tomen.
70-79 8877 6101 1511 1092
80-89 11139 5054 1791 1382
90— 3882 1067 2246 1776
Total 47 541 27921 1935 1679

Source: Apoteket AB, Swedish Pharmaceutical Statistics 2000
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Financial security in old age

Old-age pension

The aim of the old-age pension reform is to create a system
linked to national economic and demographic developments.
This will transform the earlier old-age pension scheme. The
first payments under the new scheme were made during 2001.

Women 90 . Men
55> [
ag |
61-64 .

200,000 150,000 100,000 50,000 0 0 50,000 100,000 150,000 200,000
Old-age pensioners in 2000. There women, that is, in the age group 61-64.
are far more women among old-age Persons who are married or are perma-
pensioners than men. The fact that nently cohabiting, or who have/ have
women as a group live longer than men  had children together, are reported as
is clearly illustrated in the diagram. married. Others are reported as

Only among those pensioners who have  unmarried.
retired early are there more men than

Number Old-age pensioners in 2000. Many
1,000,000 older women live alone. The main
reason for this is that women on aver-
800,000 age live roughly five years longer than
men, as well as the fact that today’s
600,000 generation of women pensioners tend
unmarried to have married men a few years older
400,000 than themselves. Taken together, these
married factors mean that a wife generally
200,000 outlives her husband.
0

Women Men

Persons who are married or are permanently cohabiting, or who have/
have had children together, are reported as married. Others are
reported as unmarried.
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Number of base amounts Full pension includes,
3.5 besides basic pension
310 and supplementary
. ension (ATP), pension
Men p (aTP), p

supplement, handicap

2.5 / allowance, housing
supplement and
2.0 Women e00® survivor’s pension.

P
15 ........ooooo

&0 @m» Total pension
0.5 ® ® ® Basic pension and ATP
0.0

1988 1990 1992 1994 1996 1998 2000

Average old-age pension in Decem-
ber. Among old-age pensioners, the
pension entitlements (basic pension
and ATP) of men are on average almost
double those of women. More men
receive ATP and men’s ATP is on
average higher, reflecting among
other things the difference between
the sexes in earlier working life
patterns. The generally lower ATP of
women is partly compensated by the
fact that they more often receive a
share of the collective basic level,
mainly pension supplements and
housing supplements.

SEK per month
9,000
8,000

7,000 Women

6,000

5,000

4,000

3,000

2,000

1,000 ‘

0 ‘

61-64 65-69 70-74 75-79 80-84 85-89 90-94 95-99  100-

Average ATP amount per old-age have recently retired, however, a
pensioner with ATP in 2000. Many of greater number have their own ATP
the older women among old-age pen- pensions, but they have generally had
sioners have never been professionally ~ shorter working careers and lower
active but have done unpaid work in incomes than their male counterparts
the home instead. Among women who in the corresponding age group.
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Regu-
lations

132

Old-age pension is normally paid as
of the month in which the person

for early retirement from the age of
61 at the earliest, or to postpone
retirement up to the age of 70 at the
latest.

Old-age pension is payable at 100
per cent, 75 per cent, 50 per cent or
25 per cent of the full rate. Basic
pension is paid to all pensioners,
regardless of earlier working income.
Full old-age pension from the basic
pension scheme is 96 per cent of the
price base amount per annum for
single persons and 78.5 per cent for
married persons. In 2000, this amoun-
ted to SEk 2,952 per month for single
pensioners and SeK 2,414 for married
pensioners per person and month.

The size of the pension from the

turns 65. It is however possible to opt

ATP scheme is based on previous
working income (earned ATP points)
and the number of years worked. The
higher the income and the greater the
number of working years, the higher
the pension. ATP is calculated as

60 per cent of an average of the 15
best annual incomes. To receive full
pension, it is necessary to have
worked at least 30 years. For persons
who have worked fewer years, ATP is
reduced by a thirtieth for each
missing year.

For persons receiving a low ATP or
none at all, there are pension supple-
ments and housing supplements. Full
pension supplement to old-age
pensioners comprises 56.9 per cent of
the basic amount, amounting to SEk
1,735 per month in 2000.

Number of recipients  Average amount* Average amount ATP?
per month, SEK per month, SEk

Age Women Men Women Men Women Men

61-64 8,747 17,019 5,533 8,424 3,730 6,272
65—69 203,611 190,228 7,279 10,696 5,055 8,560
70-74 202,694 172,574 6,561 10,559 4,317 8,336
7579 196,882 149,956 5,880 10,336 3,667 8,025
80— 298,301 164,232 5,036 9,436 2,965 7,025
Total 910,235 694,009 6,085 10,532 4,012 7,971

* The average amount includes basic pension, pension supplement and personal ATP.

2 PerATP-pensioner.

Old-age pension in December in
2000. Approximately Sek 150 billion
was paid to old-age pensioners in
2000, around 46 per cent to women
and 54 per cent to men.

SEK 96 billion of the total amount
consisted of atp. Women comprised 51

per cent of ATP pensioners with old-age
pensions, but only 35 per cent of the
amount was paid to women. Men com-
prised 49 per cent of the pensioners
and received 65 per cent of the
amount.
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Number
500,000
400,000 Women
300,000
200,000
100,000 Men
0
1988 1990 1992 1994 1996 1998 2000
Old-age pensioners with pension pension supplements is decreasing.
supplement. It is becoming more However, many more women than men
common forwomen pensioners to have  still have low ATP or none at all, and
earned their own ATP pension. therefore receive pension supple-
Consequently, the number requiring ments.
Pension supplement Housing supplement
Number of recipients Number of recipients
Age Women Men Women Men
6064 1,580 1,079 . .
65-69 34,054 12,116 27,721 10,724
70-74 44’875 10,513 39,333 11,573
75779 51,865 8,765 57,253 13,091
80— 112,002 13,457 155,939 27,759
Total 244,376 45,930 280,250 63,148
Pension and housing supplements women and 13 per cent went to men.
for old-age pensioners in December Approximately sek 7 billion in
2000. Pension supplements amounted  housing supplements was paid to old-
to approximately Sek 3.9 billion in age pensioners, of which 86 per cent
2000, of which 87 per cent went to went to women and 14 per cent to men.
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Housing supplement for pensioners

The housing supplement ensures that pensioners with a low
ATP or none at all can live in good-quality accommodation
without sacrificing their standard of living in other ways.

Regu-
lations

Per cent
50

40
30 ........--...""--...........lllllllllll

1988 1990 1992 1994 1996

Proportion of pensioners with hous-
ing supplement. Women have lower
pensions than men on average, and

1998 2000

generally have lower financial means.
The proportion of women with housing
supplements is double that of men.

The housing supplement consists of

— the housing supplement for
pensioners (BTP)

— the special housing supplement
for pensioners (sBTP)

— the municipal additional amount

(kKB).

BTP may be granted to persons with
old-age pensions, permanent or
temporary disability pensions,
adjustment pensions, extended
adjustment pensions, special
survivor’s pensions, widows’
pensions, wives’ supplements or EU
pensions. BTP is not granted for old
age pension before the age of 65
(early withdrawal).

The size of the housing
supplement depends on the cost of
the accommodation and the income
and assets of the individual. In 2000,
the maximum BTP was 9o per cent of
accommodation costs in the range of
SEK 100—4,000 per month, giving a

maximum of SEK 3,600. BTP is a tax-
free form of support which the
individual must apply for.

Special housing supplement for
pensioners (sBTP) is a form of
support designed to guarantee
individual pensioners a reasonable
standard of living, corresponding in
principle to a standard minimum
economic level and the cost of
adequate accommodation. To qualify
for sBTP, a person must already have
been granted BTP. Moreover, the
person’s income after deductions for
reasonable housing costs must fall
below a certain fixed minimum level.
The supplement is paid in the form of
a supplementary amount bringing the
income level up to the minimum
income level.

The municipalities are empowered,
for a limited period of years, to grant
a municipal additional amount (kkB)
to supplement BTP.
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Housing supplements in December 2000. In 2000, SEK 9.6 billion
in housing supplement was paid to pensioners. Approximately 75
per cent of this was paid to women and 25 per cent to men.
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Survivor’s pension for adults

The survivor’s pension provides financial security for persons
whose closest relatives have died.

Number
400,000
350,000 ATP
300,000
250,000
200,000
150,000
100,000 a .
Basic pension
50,000
0
1988 1990 1992 1994 1996 1998 2000
Women with widows’ pensions. The
widows’ pension was abolished in 1990
but the transitional regulations have
meant that the number of women
receiving widows’ pensions from the
ATP scheme has nevertheless increased.
On the other hand, those with basic
pensions are decreasing. This is and because the right to widows’
because the basic pension component pension in the form of basic pension
of the widows’ pension is lost when the  has been means-tested since 1 April
widow herself becomes a pensioner 1997.
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1992

1994 1996 1998

Adjustment pensions and extended
adjustment pensions. The period for
which an adjustment pension can be
received was reduced from one year to
six months in 1997, which led to the
number of persons receiving the
benefit at any one time being halved.

2000

At the same time, there was an
increase in the number of persons
receiving extended adjustment
pensions. More than twice as many
women as men receive extended
adjustment pensions.
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The survivor’s pension for adults
includes

— adjustment pension

— extended adjustment pension
— special survivor’s pension

— widows’ pension

The surviving spouse (or equi-
valent) may receive an adjustment
pension if he/she is younger than 65
and
— was at the time of the death

permanently cohabiting with

children under 12, or

— had cohabited continuously with
the deceased for a period of at
least five years prior to the time of
the death.

The adjustment pension is pay-
able for six months and its size is
based on the deceased person’s right
to basic and supplementary pension.
The adjustment pension can be
received concurrently with a person’s
own pension.

If the survivor has custody of
children under twelve, he/she
receives an extended adjustment
pension until the child turns twelve.
The right to extended adjustment

pension ceases to apply if the
survivor remarries.

If the survivor has a reduced
capacity to earn a living, he/she may
receive a special survivor’s pension.
Special survivor’s pensions are coor-
dinated with several other benefits.

Women whose husbands died be-
fore 1990 receive a widows’ pension
instead of an adjustment pension. The
right to a widows’ pension ceases if
the woman remarries. Widows of men
who died in 1990 or later may receive
awidows’ pension in accordance with
the transitional regulations.

A widow may receive a widows’
pension after the death of her hus-
band in the form of a basic pension
and/or ATpP. The widows’ pension from
ATP is normally 40 per cent of what
the deceased husband would have
received in the form of old-age pen-
sion from ATP if he had been alive.

For those with a low ATP or none at
all, there is a pension supplement
and housing supplement. Full pension
supplement for survivors is 62.9 per
cent of the basic amount, that is, SEK
1,918 per month in 2000.

Regu-
lations

Number of Average amount® per
recipients per month, SEK
Age Women Women
-39 399 1,968
4049 4,755 2,221
50-59 22,986 3,348
60-64 22,339 3,679
65—69 32,645 2,836
70-74 55,120 3,123
7579 79,891 2,965
80-89 143,576 2,365
90~ 30,093 1,339 are still of active working age. In 2000,
Total 391,804 2,685 roughly four out of ten old-age women

* The average amount includes basic pension, ATP and pension

supplement.

Widows’ pensions in December 2000. The majority
of women receiving widows’ pensions are them-
selves old-age pensioners, but roughly 13 per cent

pension.

pensioners also received widows’

Out of a total of sek 12,6 billion in

older.

widows’ pensions in 2000, around 84 per
cent went to widows who were 65 or
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Number of recipients Average amount*
per month, SEK
Age Women Men Women Men
20-34 43 12 4,739 4,900
35-39 50 14 4,846 4,683
4044 72 36 4,864 4,624
45-49 122 59 5,389 4,816
50-54 235 96 5,982 5,135
55-59 19 170 5,854 5,271
60-64 30 197 4,775 5,274
Total 671 584 5,513 5,142
* The average amount includes basic pension, AT and pension supplement.
Adjustment pensions in December around 56 per cent went to women and
2000. Out of a total of sex 98 million 44 per cent to men.

in adjustment pensions in 2000,

Number of recipients Average amount*
per month, SEk

Age Women Men Women Men
—29 129 16 4,388 4,663
30-34 382 103 4,508 4,475
35-39 663 227 4,589 4,540
4044 706 253 4,481 4,469
45-49 461 227 4,494 4,580
50-54 136 127 4,519 4,524
55-59 4 53 3,465 4,497
60-64 n 3,723
Total 2,481 1,017 4,512 4,514

* The average amount includes basic pension, ATP and pension supplement.

Extended adjustment pensions in women and 27 per cent to men.
December 2000. Out of a total of SEk In December 2000, special survivor’s
188 million in extended adjustment pensions were paid to 73 women and
pensions in 2000, 73 per cent went to 16 men.
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Gainfully employed persons wishing to reduce their working
hours a few years before retirement could claim partial
pension up to the year 2000.

Number
50,000

40,000
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Men
20,000

10,000

0

1976 1980 1985 1990

The development of the partial
pension. At most a total of between

60,000 and 70,000 persons have chosen

to take out partial pensions, that is,
roughly a quarter of those qualifying.
At the beginning and end of the
period, the proportion has been
significantly below ten per cent.

Women have always been in a minority.

The increase in 1992 can be explained
by the fact that many people applied
for partial pensions on the eve of an
imminent tightening of the rules

(which, however, was never implemen-

ted). The same explanation applies to

Women

1995 2000

theincrease in 1994, the
rules being tightened in July
of that year. This regulatory
change also explains the
decrease the following year.
Finally, there was also
an increase at the end
of 2000 due to the
fact that it was no
longer possible to
apply for
this form
of pension
after December
of that year.

After 2000 it is no longer possible
to apply for a partial pension. The
partial pension will thus have been
discontinued by 2005.

Gainfully employed in the age
group 61-64 who wished to reduce
their working hours could receive
partial pensions. The partial pension
is 55 per cent of the difference

between before and after the
reduction in working hours. After
reducing their working hours, persons
with partial pensions are obliged to
work between 17 and 35 hours a week
on average. It is possible to receive
compensation for a reduction in
working hours of up to maximum 10
hours per week.

Regu-
lations

Out of a total of around sek 200 million in partial pensions in
2000, around one third went to women and two thirds to men.
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Earned pensionable income

The pensionable income according to
the reformed pension scheme is given
here for people aged 16-64. It consists
of employees’ and disability pen-

SEK
250,000

200,000
150,000
100,000

50,000

0
16 20 25 30 35

Average pensionable income in 1999.
For both women and men, average
earned pensionable income (paI)
increases with age, reaching a peak in
the age group 45-54. Among the higher
age groups, average PGl falls since
many people for a number of reasons
then begin to cut down on the number
of working hours. Likewise, salary
levels often stagnate as retirement
approaches. Long-term sick leave,
partial disability retirement and
retirement with partial pension are

140

sioners’ income and social insurance
payments, self-employed persons’

salaried income and social insurance
payments to self-employed persons.

Men

Women

40 45 50 55 60 64

other reasons for average income
levels dropping at more advanced
ages. At all ages, women’sincomes are
lower than those of men. The main
reasons for this are that women earn
less than men in most occupations, that
women-dominated professions often
have lower salary levels and women
more often work part-time. Gender-
based differences in earning power are
most pronounced during the child-
bearing and care-intensive years
between the ages of 25 and 39.
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proportion of women with an earned
PGl below SEK 200,000 is 77 per cent
while the equivalent proportion for

men is approximately 49 per cent.

As of 1999, persons born between
1938 and 1954 are allocated both
pension points (qualifying for ATP)
and pension rights in the reformed
pension scheme. Persons born later
than 1954 are only allocated pension
rights and persons born before 1938
only receive pension points.

In the reformed pension scheme,
PGl only applies to persons who have

incomes of at least 0.24 of the basic
amount or Sk 8,700 (in 1999).
Parts of incomes exceeding 7.5
of the raised basic amount or
SEK 279,000 are not included.

Number with PGI

Age Women Men

16-19 81,758 83,744
20-24 215,540 222,269
25-29 267,902 279,479
3034 292,081 308,663
35-39 277,689 291,754
40-44 266,521 277,355
45-49 266,525 275,881
50-54 291,934 304,313
55-59 234,365 250,130
6064 142,142 151,182
Total 2,336;457 2,444,770

Proportion of total,

per cent SEK
Women Men Women
413 40.3 28,994
83.0 82.7 86,469
89.8 90.6 135,864
91.8 92.1 151,085
917 91.5 157,414
91.7 91.5 167,542
91.2 91.3 175,956
89.6 91.1 177,642
85.0 88.0 170,176
65.9 72.5 143,518
84.1 85.2 149,346

Earned pensionable income in 1999. The proportion of the
population with pensionable income in 1999 was 84 per cent for

women and 85 per cent for men.

Average income,

Men

31,287
111,670
172,980
198,885
204,077
208,022
211,072
213,505
208,522
182,004

187,047

Regu-
lations
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Unemployment insurance

Unemployment insurance is an active and integrated part of
labour market policy, in which the employment strategy is the
main alternative and cash allowances are a last-resort

measure for people between jobs.
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Source: AMs (The Swedish National Labour Market Board),
scB (Statistics Sweden)

Proportion of officially unemployed
persons and participants in labour
market programs. The labour market
continued to show strong growth
during 2000. Employment figures
increased by 91,000, meaning that the
total increase for 1999 and 2000 is the
highest for over 25 years. There was a
marked fall in unemployment, which
was down to 4 per cent in October
2000. The driving force behind
employment was the private service
sector. IT, media, advertising and parts
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of the adventure industry increased
most. The first two were largely
concentrated to big-city areas in
general and to Stockholm in particular.
Therefore, the number of job
opportunities grew in the cities while
sparsely-populated areas received
only a small share of the new jobs.
Many new jobs were also created in
the public service sector, primarily
within education and eldercare, as a
result of bigger municipal budgets.
The building boom increased in
strength while both the export industry
and those industries focused on the
domestic market flourished. During the
autumn of 2000, there were increasing
signs of a slackening of pace in
industrial growth due to a downturn in
the global economy. Subsequently,
dampened activity has hit service
sectors dependent on industry and
begun to exercise a negative effect on
household consumption. However,
domestic demand is still strong, though
growing unemployment is expected in
the second half of 2001.

Unemployment benefit payments
from the unemployment benefit fund
(a-kassa) and cash unemployment
allowance (kAs). Unemployment
benefit payments rose sharply at the
beginning of the 1990s in step with
rising unemployment, and peaked in
1993 at around SEK 40 billion.

The regulations for unemployment
benefit and cash unemployment
allowance have changed over time.
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The unemployment insurance scheme
provides partial compensation for the
loss of income caused by unemploy-
ment. As of 1 January 1998, unem-
ployment insurance consists of two
parts, basic insurance and voluntary
income-related insurance.
Basicinsurance replaces the
earlier cash unemployment allowance
(kAs), which was discontinued after
1997. The basic payment is SEK 240
per day for those who have had full-
time employment. The basic payment
is made to those fulfilling the work
condition or the study condition (one
year’s completed studies) and who

are not members of an unemployment
benefit fund, or if they are, have not
been members for a sufficient length
of time.

Compensation from the voluntary
income-related insurance may be
paid to persons who are members of
an unemployment benefit fund and
who are able to meet the work
condition. The size of the daily cash
allowance depends on the income the
person had before becoming unem-
ployed. The daily cash allowance is
80 per cent of the previous income up
to a maximum of sek 580 per day.

Regu-
lations

A

Number of recipients  Average number Average amount,
of days SEK

Age Women Men Women Men Women Men
—19 77 126 46 52 19,352 23,395
2024 37,104 33,988 50 56 18,487 22,451
25-29 67,633 46,065 59 70 27,439 34,491
30-34 63,859 41,842 67 78 33,502 40,993
35-39 54,612 39,111 69 83 34,670 43,873
4044 39,435 31,353 71 86 35,246 45,439
45-49 32,071 27,396 74 90 36,712 47,834
50-54 30,384 27,206 79 95 39,269 50,973
55-59 26,890 25,144 95 m 47,435 60,526
60-64 21,314 23,386 135 149 59,497 81,311
Total 373,379 295,617 72 87 34,496 45,096

Source: AMS (The Swedish National Labour Market Board)

Compensation from the unemployment insurance scheme in 200o0.
Out of a total of sek 26.5 billion in unemployment benefits in 2000, SEK 13
billion (49 per cent) went to women and stk 13.5 (51 per cent) to men.
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More statistics

Additional statistical details are available on the Swedish National Social
Insurance Board’s home page (address: www.rfv.se/statistik) and in the
publication Social Insurance, witch is part of the series known as Sweden’s
Official Statistics.

You may also address questions about statistics directly to the Swedish
National Social Insurance Board by contacting the following people:

The scope of the social insurance schemes:
Christer Carmegren, tel: +46 8 786 95 48, e-mail: christer.carmegren@rfv.sfa.se

Financial security for families and children:
Britt-Marie Winnberg, tel: +46 8 786 95 46, e-mail: britt-marie.winnberg@rfv.sfa.se

Financial security in case of sickness and handicap:
Ola Rylander, tel: +46 8 786 95 37, e-mail: ola.rylander@rfv.sfa.se
Lena Ericson, tel: +46 8 786 95 62, e-mail: lena.ericson@rfv.sfa.se

Financial security in old age:
Lars Oderbeck, tel: +46 8 786 95 84, e-mail: lars.oderbeck@rfv.sfa.se
Marianne Karlsson, tel: +46 8 786 95 64, e-mail: marianne.karlsson@rfv.sfa.se
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