Say No to Nordic Ireland

Copying the Swedes is the road to ruin

The Nordic model is the latest vogue with trades unions. Great – if you want high taxes and unemployment
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      Some of you might have noticed this new fashion among our trade union bosses over the last few months, which is, to creep away from the so-called “European social model” that they have been pushing for years – and if you aren’t sure what that social model is, I’ll tell you.

    Or rather, I’ll let Martin Wolf of the Financial Times tell you. It is social democracy, it is the European system in which the state is maternal, “protective but also infantilising. Its high taxes and benefits discourage anybody from doing too well, while ensuring that nobody does badly. Its services are available to all, but are also mediocre and inflexible.”

    Even Mr Wolf, one of that nest of socialists writing for the Financial Times, is wondering aloud if this vaunted social model can endure. “It is a question I have wished to avoid.” You bet he has. But even he now admits “there is something rotten in western Europe.”

   What’s rotten is the European social model. It has made the countries of western European the tax-and-spend champions of the world, and has therefore made Europe “a continent of high and persistent unemployment, declining productivity growth, rapid ageing and growing fiscal strains.” 

   The European social model is a fashion that is gone, and it is an economic system that is bankrupt. Which is why our trade union bosses, like the rest of Western Europe’s wrong-and-wrong-again socialists, have decided to slide away from it. Social democracy is so clearly a stinker that even the Irish union bosses have started to notice it is giving them a bad smell.

   The problem of course, is that Mary Harney had already summed up the problem for them. You’ve got to choose Boston or Berlin. With the German economic growth flat-lining and German unemployment stuck at 12 percent, most of us would say the choice is obvious. Boston it is.

    Except the ideologues running the Irish trade unions can’t admit that. So they have been looking around for something else, anything else, to push in their “social partnership negotiations” that is not the European social model, and yet is not free-market capitalism.

   That doesn’t leave much of a choice. As a great philosopher once said, “Every argument has two sides. One side is right and the other side is wrong, but the middle is always evil.” Trust our trade unions bosses to come up with the evil in the middle – known as the Nordic Model.

    Nice wheeze, that title. There is still a notion hanging in the air here that somehow the Scandinavians do socialism better than other people. So when David Begg, the general secretary of the Irish Congress of Trade Unions, tries to sound snappy he says he wants “Copenhagen not Chicago.”

      He tried it in a speech last Monday evening at University College Cork. He said our Government must match the high public-spending levels in the Nordic states and abandon our low-tax strategy. This would, he said, make a new form of partnership that would follow the example of Scandinavia. He reckons it would deliver “economic efficiency and social cohesion,” high productivity and excellent social services.

   Except it wouldn’t. You only need to ask the Swedes about that. If  Nordic-model Sweden were on of the 50 states of the US, it would be the fifth poorest. Sweden: the Arkansas of Europe. And Mr Begg thinks we ought to be just like that. 

    Indeed, I did ask one outstanding Swede about that. I sent Mr Beggs’s speech to Johnny Munkhammar, the economist and author who is head of the free-market Swedish think-tank, Timbro.

    That piece from the Financial Times I quoted at the top of this is from Martin Wolf’s piece about Johnny Munkhammar’s latest book, “European Dawn: After the Social Model.” The heavies, from the Nobel Prize winner Robert Mundell to the former Swedish prime minister Carl Bildt, read Munkhammar when they want to know what is really going on in the Nordic model.

    So here is what Mr Munkhammar says about David Begg’s version of the Scandinavian economies: “Mr Begg is factually wrong on several important points.”

    “To the extent that the Nordic countries still have an extreme version of the European social model of a big state, it still creates great problems and should definitely not be copied. In fact, the Nordic Model has brought us lower growth, unemployment, dependency on the state and deteriorating welfare services. We should be more inspired to do like Ireland, with its low taxes and free markets.”

     Mr Munkhammar notes that Mr Begg says the market economy concentrates wealth in the hands of the most powerful and tends towards ever-greater inequality. Wrong, points out Mr Munkhammar: “Inequality is not greater in market-oriented countries. In particular, poor people are better off in countries with a more free economy and a smaller state. Countries that pursue market-oriented reform get the quickest improvements for those who were worst off.”

    “What Mr Begg seems to want, “says Mr Munkhammar, “is that the state takes care of all social matters – and not the people themselves by keeping their money. That may be an ideological standpoint, but countries that have gone down that path have created social problems, not better social conditions.”

   And he points to his own most recent essay, published on the Tech Central Station website. In it, he praises the reforms that started in Sweden in the 1990s, in which marginal tax rates were cut and markets were deregulated, public pensions were cut and some free competition was allowed in health care.

     But since then, he says, “The market-oriented reforms have come to an end. No new reforms have been introduced in Sweden and the positive effects of the old ones are fading.”

    An extreme version of the European social model of a big state was introduced in the 1970s and 1980s. The tax pressure on the country, that is, the amount of wealth sucked out of Sweden’s wealth creators by the state, was raised from 20 percent in 1950 to 50 percent. “The state monopolized welfare services and social security. The Labour market was highly regulated.”

     “The Swedish experience from walking this path is that it is a dead-end. And when it comes to this model, the big state, Sweden has not reformed. The tax pressure is still the highest in Europe. Ever since the taxes reached this level, growth has been declining. During the past 15 years, average annual growth has been 1.4 percent, lower than the average for the U.S, the OECD” --  which is the club of rich countries --  “and the EU.”

    “Employment has been developing very poorly. There are nine million people in Sweden, and some 1.5m people of working age don’t go to a job. The unofficial total unemployment is some 20 percent. In the EU-15 countries between 1995 and 2003, employment grew more in 11 EU countries than in Sweden.”

    “Thus, many people are dependent on the state. Early retirement, sick leave, unemployment, temporary labour-market programmes – there are many categories. Employment is decreasing and dependency on the state is rising. About 60 percent of the adult population is to some extent dependent on the state.”

    “And indeed, those welfare services that were said to benefit from public monopolies and a big state are deteriorating. Despite an increase of almost 70 percent in spending since 1979, Sweden’s public health-care system is coming apart at the seams. The Swedish Association of Local Authorities and Regions reports that doctors see an average of four patients a day, down from nine in 1975. The number of hospital beds is down by 80 percent since 1975.”

     “These are all natural results from this so-called social model. The big state stands in the way of prosperity and better living standards. In this regard, other countries, in the EU or anywhere in the world, should not copy Sweden.”

   Take it from the Swede: dump the Nordic Model.
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