The Swedish credo: things go better when centrally placed experts decide for people

· the case of wealth distribution

April 2007

Two shocking findings from The Luxemburg Wealth Study

The Luxemburg Wealth Study (LWS) is an international project involving nine countries whose purpose is to compare wealth and the distribution of wealth in the participating countries.
 The countries are Canada, Cyprus, Finland, Italy, Norway, UK, Sweden, German, and the USA. For a Swede this study makes shocking, maybe even insulting, reading. It deals two blows, a soft one and a tough one.

The soft blow is that Swedes are the poorest of them all. This is the LWS ranking by mean and median net worth of individuals in each country (2002 US dollars; for some reason Norway and Cyprus are not included; for the US, the results of two separate studies are shown).
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The tough blow is that despite fifty years or more of total political focus on equality, both rhetorically and practically,  despite a tax system whose main purpose, apart from providing money for the Government,  is to create an even distribution of income and wealth, despite everything that has been held holy in Swedish politics, Sweden has the most skewed distribution of wealth of all the countries in LWS. This is the percentage of total net wealth that is owned by different income categories (no facts for Cyprus and Norway). For example, the richest ten per cent of Canada´s population own 53 per cent of the total net wealth that belongs to the Canadians, 37 per cent is owned by the richest five per cent and so on.

	Wealth shares
	Italy
	UK
	Finland
	Canada
	Germany
	USA
	Sweden

	Top 10 per cent
	42
	45
	45
	53
	54
	64
	58

	Top 5 per cent
	29
	30
	31
	37
	36
	49
	41

	Top 1 per cent
	11
	10
	13
	15
	14
	25
	18

	Gini index
	61
	66
	68
	75
	78
	81
	89


The Gini index is an overall measure of equality in a distribution. Total equality would give an index of 0 and total inequality – presumably when all the wealth was concentrated to one person – would give an index of 100.  Sweden proves to be the most unequal of all the countries. 

It is worth noting that the LWS figures are not the most up to date. The figures concerning Sweden are from 2002. The Swedish Statistical Bureau (Statistiska Centralbyrån) shows different statistics from 2005 for Top 10, Top 5, and Top 1, namely 70, 51, and 25 rather than the LWS series of 58, 41, and 18. The Statistical Bureau´s Gini index for Sweden is 94. However, it is possible that LWS uses the figures differently to make them comparable with those from other countries.

Swedish poverty was meant that way

The most likely reason for the relative poverty of the Swedish population, but not for the inequality of distribution, is not stark political failure, but Sweden´s basic political credo. That credo states that things in general go better for an average Swede if things are decided for him by politicians and other centrally placed experts. 

Thus Swedes are heavily taxed, not for the good of the Government, but for the good of the Swedes. The Government, on different levels, control around 60 per cent of GNP.  A lot of the money that people pay in taxes is returned to them in the form of different benefits and subsidies. The point is a crown earned is thought to be put to better use if politicians and centrally placed experts, rather than the income earner himself, decide what should be done with it.

Accordingly the Government and often the labor unions have compulsory saving schemes whereby people save for their pensions. That money is put in huge pension funds under expert control. If these forced schemes where exchanged for private arrangements under the savers´ own control, LWS would have been able to report a net worth of Swedes that would put them on an equal level at least with the Canadians.  It is difficult, however, to guess how such a change would influnce the distribution of wealth.

The credo and entrepreneurship

The blessings of central rule are not thought to be limited to the field of income and money. In the labor market for example, the same thinking applies. The rights afforded by the labor laws are not granted to the worker himself, but to his union. The Government is as a good shepherd, watching out for the well-being, welfare and security of all the sheep, and the unions are good shepherds too.

Central rule has many advantages, but the problem is that when solutions are engineered and designed from afar a lack of flexibility will be the inevitable result. When the methods are centrally decreed, you can not do things differently. But doing things differently and, hopefully, better, is the essence of entrepreneurship. The basic problem with the climate for entrepreneurship in Sweden is the ruling political credo. 

�We are indebted to Dick Kling for drawing our attention to this study (and for his insightful book on wealth in Sweden, Radhusproletärer och ombudskapitalister). There is more information at � HYPERLINK "http://www.iariw.org/papers/2006/sierminska.pdf" ��http://www.iariw.org/papers/2006/sierminska.pdf�.


� There is good reason to believe that the Swedish distribution of wealth is even more skewed than that. For tax reasons, many wealthy Swedes hide money abroad. That money is not included in the official statistics. Nobody knows how much it is, but estimates usually range between 500 and 1 000 billion Swedish crowns, about 10 to 20 percent of the total net worth of the population. The poor probably own none of that, so its inclusion among the possessions of the rich would increase the actual inequality.





