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The situation of crisis affecting Nordic countries
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How does inflation affect living standards? .

 Aim: Measure how inflation affect living standards in the Nordic countries
* The effect of inflation in 2022 as:

Actual disposable income vs. counterfactual disposable income

e Counterfactual world with continued rate of inflation as before

* |dentify and compare policy responses to changes in living standards
* Qutcome generates new insights:

* Demonstrates a close relationship between policy changes and needs
* Allows for meaningful comparison of how crisis has been tackled in the Nordic
countries.



Nososco group for Social benefits

* Permanent working group under Nordic Social Statistical Committee

* An extra task supplementing existing calculations of the effect of
changes in “life situations” from employment to recipient of benefits
i.e., childbirth, unemployment or pensions.

National member Institution Country
Teemu Hanninen Social Insurance Institution Finland
Espen Steinung Dahl Labour and Welfare Service Norway

Nina Gronborg (Chairperson)  Statistical bureau Sweden

Heri Petersen Social- and Cultural Ministry Faroe Islands
Emilie Krogsgaard Larsen Agency for Labour Market and Recruitment  Denmark

Hjordis Hardardottir Statistical bureau Iceland



Definitions and methods used (1/3):
Comparable calculations done by workgroup

Definitions for comparison Calculations for comparison
Wage level as percentage of  Compensation rates on income

average wages (AW): * OECD equated households
50, 75, 100, 125

Several types of households

* PPP/Euro currency adjustment

Social policy / Welfare benefits [RAGESUEIAEIICIEIEE
Child support / benefits * Regulations by January 1%
Tax / social contributions etc.

Rental cost

Daycare




Definitions and methods used (2/3):
Data on household and income in the analysis

* Household types selected for this presentation:
 Single with 1 child: SW1C
* Single without children: SWNC
e Couple with 2 children: CW2C

* The most common income level in the Nordic countries, expressed in
percent of average wage (AW)




Definitions and methods used (3/3):
Counterfactual data

e Consumer price index (CPI)
* Change of income needed to maintain same standard of living
* Continuously monitored monthly and expressed as yearly average

* Inflation rate
* Calculated as the difference between CPls in two consecutive years

e Counterfactual CPI
* Calculated as the best linear trend following the period of 2015 — 2021

* Adjusted for the CPlI measured in all countries in 2020 because of Covid-19



Counterfactual consumer price index (total)
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Blue line is real CPI; === Qrange dotted line is counterfactual CPI
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Nordic households: Extra burden of inflation

* Predicted price indices for 2022

 Compared with real price indices
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Source: Statistical bureaus in Nordic countries; Own calculations

Level of extra burden (ExB-Total)

Denmark Faroe Finland Iceland Norway Sweden
Islands

M Predicted CPI ® Real CPI
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Added analysis of
household essentials b

 Counterfactual calculation of 14
the extra burden (ExB) for
* Electricity etc.
* Food
* Rental cost

1,3
1,2
1,1

* High ExB show a higher cost Lo
in the real situation I I
compared to the 09

Denmark Faroe Islands Finland Iceland Norway Sweden

counterfactual situation.
ExB - electricity etc. M ExB-food ™ ExB - rental

Source: Statistical bureaus in Nordic countries; Own calculations



Danish households: Extra burden of inflation

Disposable income after rent (DKK pr. month)

30.000
25.000
20.000
15.000
10.000

5.000

SW1C, AW75 SWNC, AW75

Counterfactual

disposable income 17.673

13.668

Disposable income in

2022 16.502

12.762

Source: Nososco group for social benefits; Statistics Denmark (PRIS 111)
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-1.000
-1.200
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-1.800
Ccw2cC,
AW50+AW75

B Total consumption

24.381 Electricity etc.

B Food products

22.766 B Rental cost

I.- I-—

SW1C, AW75 SWNC, AW75
-1.171 -906
-176 -136
-168 -130
-57 -47

Loss of value of consumption (DKK pr. month)

cw2c,
AWS50+AW75

-1.615
-242
-232

-64



Faroese households: Extra burden of inflation

Disposable income after rent (DKK pr. month) Loss of value of consumption (DKK pr. month)
25.000 N
-200
20.000 400
15.000 600
-800
10.000 -1.000
-1.200
—— -1.400
-1.600
CW2C SW1C, AW75 = SWNC, AW75 cwac,
SWIC,AW75  SWNC,AW75 0o o AWS0+AW75
Counterfactual B Total consumption -948 -775 -1.446
disposable income L i LLAIA Ll Electricity etc. -117 -96 -179
; ; ; B Food products -132 -108 -202
Disposable income in 13.466 11.003 20.525
2022 B Rental cost -554 -554 -793

Source: Nososco group for social benefits; Statistics Faroe Islands (IP02020)



Finnish households: Extra burden of inflation

Disposable income after rent (Euro pr. month) Loss of value of consumption (Euro pr. month)
4.000 _
o | .
3.500
-50
3.000
2.500 -100
2.000
-150
1.500
1.000 -200
500
-250
cw2c SW1C,AW75  SWNC, AW75 cw2c,
SWIC,AW75  SWNC,AW75 0o o AW50+AW75
Counterfactual B Total consumption -123 -112 -204
disposable income 2.010 1.844 3.342 Electricity etc. -15 -14 -25
; ; : B Food products -17 -16 -29
D'Sposaglgz'gcome n 1.888 1.732 3.139

Source: Nososco group for social benefits; Statistics Finland (11xc)



lcelandic households: Extra burden of inflation

Disposable income after rent (ISK pr. month)

600.000
500.000
400.000
300.000
200.000

100.000

Counterfactual
disposable income

Disposable income in
2022

SW1C, AW75

328.050

307.090

SWNC, AW75

299.379

280.251

Ccw2cC,
AW50+AW75

553.824

518.439

Loss of value of consumption (ISK pr. month)

"
-5.000
-10.000
-15.000
-20.000
-25.000
-30.000
-35.000
-40.000
SW1C, AW75
B Total consumption -20.960
Electricity etc. -2.195
B Food products -2.926
M Rental cost -1.072

Source: Nososco group for social benefits; Statistics Iceland (VIS01301)
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SWNC, AW75

-19.128
-2.003
-2.671

-876

cw2c,
AWS50+AW75

-35.386
-3.706
-4.941
-1.203



Norwegian households: Extra burden of inflation

Disposable income after rent (NOK pr. month)

40.000
35.000
30.000
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5.000

Ccw2cC,

SW1C, AW75 SWNC, AW75 AWSO0+AWTS

Counterfactual

: . 20.438 20.209 34.059
disposable income

Disposable income in

2022 19.764 19.543 32.936

Loss of value of consumption (NOK pr. month)

-200
-400
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-1.200
SW1C, AW75
B Total consumption -674
Electricity etc. -75
B Food products 91
B Rental cost -22

Source: Nososco group for social benefits; Statistics Norway (03014)
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SWNC, AW75

-667
-74
-90
-18

cw2c,
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-1.123
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Swedish households: Extra burden of inflation

Disposable income after rent (SEK pr. month)
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SWNC, AW75

Counterfactual

disposable income 20.963

19.686 36.262

Disposable income in

2022 19.659

18.462 34.008

Loss of value of consumption (SEK pr. month)
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B Food products

W Rental cost

Source: Nososco group for social benefits; Statistics Sweden (PRO101B6)
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-1.224
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-2.255
-280
-317
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Compared extra burden of inflation:
Households of singles with 1 child

Loss of value of consumption in PPS Loss of value of electricity and food in PPS
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Source: Nososco group for social benefits; Purchasing power parities (PPPs), price level indices for ESA 2010, (FO=DK)



Compared extra burden of inflation:
Households of couples with 2 children’

Loss of value of consumption Loss of value of electricity and food
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Source: Nososco group for social benefits; Purchasing power parities (PPPs), price level indices for ESA 2010, (FO=DK)



Policy initiatives in the Nordic countries

* Policy initiatives entered into force from June 2022 to May 2023

* The most common target groups are:

Families with children
Households with low income

Students
Pensioners and people with disability

* The initiatives to counter the effect of inflation are
* One-off payments to specific target groups
* Permanent or periodic change of social benefits for various recipients
 Reduction in taxation and tariffs on fuel for heating and electricity

Source: Nososco editorial group; National providers of information on policy changes



Policy initiatives targeting effects of inflation

EStS s

Families with children / Child allowance 1 v v
Households (i.e., low income or benefits) 1 v v v

Old age pension / Elderly v v v v v
Disability v v 1

Students 1

Unemployment v

Social assistance 1 v v
Other (Electricity / Heat / Reduced tax) EH EH E EHR

Key: 1 means one-off payment / supplement; checkmark (v') means recurring supplement / support; letter refers to initiative



Nomesco
Want to know more? A" Nososco

Then go to: Nordic Health and Welfare Statistics (www.nhwstat.org) [w]:

[=]

the home of

[=]

Nomesco (Nordic Medico-statistical Committee)
Nososco (Nordic Social Statistical Committee)

with information on policies and statistics from the Nordic countries.

Thank you for your attention. And thank you to the Nososco editorial
group and their national providers of policy changes.


http://www.nhwstat.org/

	The cost of living in a crisis
	The situation of crisis affecting Nordic countries
	How does inflation affect living standards?
	Nososco group for Social benefits
	Definitions and methods used (1/3):�Comparable calculations done by workgroup
	Definitions and methods used (2/3):�Data on household and income in the analysis
	Definitions and methods used (3/3):�Counterfactual data
	Counterfactual consumer price index (total)
	Nordic households: Extra burden of inflation
	Added analysis of household essentials
	Danish households: Extra burden of inflation
	Faroese households: Extra burden of inflation
	Finnish households: Extra burden of inflation
	Icelandic households: Extra burden of inflation
	Norwegian households: Extra burden of inflation
	Swedish households: Extra burden of inflation
	Compared extra burden of inflation:�Households of singles with 1 child
	Compared extra burden of inflation:�Households of couples with 2 children
	Policy initiatives in the Nordic countries
	Policy initiatives targeting effects of inflation
	Want to know more?

