Sweden – let’s compare
Vladimir Manka, member of European parliament

Ad: Miracles do not exist (TREND 43/2006)
Incited by the intense media campaign I read the feature in TREND economic weekly about Swedish social model. The article feels ultraliberal, biased and misinformed. I offer my insight based on long-term study of Scandinavian model.

Foreign Investment. The author states at the very beginning, that foreign investors are bypassing Sweden. I don’t know where his data comes from, because according to OECD or Economist Intelligence Unit it is definitely not so. E.g. Economist Intelligence Unit states that in 2000 to 2005 Sweden was 12th most attractive country for business. (Denmark was 6th, Finland 9th).
Regarding foreign direct investment, until 2002 their level was above EU 25 average. Among OECD countries Swden was 9th in years 1994 – 2003 in FDI level. The author states that low level of FDIs is caused by high taxes and huge public sector in Sweden. Yet the example of our neighboring Czech republic, where the tax level is higher than in Slovakia, shows that Czech Republic still attracts more FDIs – and with higher value added – than Slovakia.
These examples show that belief that lower taxes attract more capital is a fallacy. Foreign capital takes into account much wider range of factors when deciding about which country to invest in. They include transparency of the government, quality of justice, quality of labor force and infrastructure, quality of public sector and overall relationship of politics and entrepreneurship.
Public Expenditure. Yes, the public expenditure in Sweden is higher than OECD average. However, part of the expenditure is taxed and therefore returned to the budget and therefore the net public expenditure of Sweden is lower than in other countries.

The author cites China as an example of a country that redistributes through public sector only 22 percent of GDP. However, social security and quality of life of hundreds of millions of Chinese people is something that does not need to be dicussed.

Sweden is investing primarily in people, education, research, health care, progressive an information technologies and innovations. Central European rightists often talk about many of these expenditures as overblown, useless or non-productive. I guess it is not true when Sweden has both a budget surplus and one of the most competitive economies in the world.
The author also mentions new pension system of Sweden. He is right that out of 18.5 percent of gross wage heading to pension system only 2.5 percent is in private pension funds. Yet he fails to mention that out of more than 700 funds of 70 private companies 85 percent of Swedes decided to choose the state-run fund created for second pillar purposes.

Labor Market. Swedish labor market is mentioned prominently in the article with its negatives. The unemployment rate in Sweden is around five percent. It is not true that the government pays 80 percent of wage to (some of – translator) the unemployed “for several years”, as well as it is untrue that “according to some economists” (McKinsey Institute study – translator)  the unemployment could be as high as 25 percent.
The unemployment insurance in Sweden has two tiers, obligatory and voluntary. A person can receive 80 percent of his previous wage for up to 300 days and up to 680 Swdish crowns a day. After that, only social benefits are allowed up to a maximum of 320 Swedish crowns. The people receiving benefits are obliged to cooperate with the labor office with the aim to regain a new job as soon as possible.

(Omitted a paragraph due to irrelevance to the subject – translator)

What is TIMBRO. Many like to compare European Union – or, as in this case, Sweden -- to the US. It is true that USA is a world leader, technology- and innovationwise. At the same time, the social inequality among US citizens is alarming. USA is lagging behind Sweden and other Scandinavian countries not only in competitiveness, but also in the quality of life indicators.
Some statistical data: official GDP growth is estimated for year 2006 at four percent. According to the World Economic Forum, Sweden is the 3rd most competitive country in the world (USA is 6th). The Human Development Index 2006, published by the UN, puts Sweden as 5th country with the highest quality of life (USA is 8th). Index takes into accounts factors such as life expectancy, literacy rate, GDP per capita etc.
The main source of information for TREND was Swedish think-tank TIMBRO and its representatives. TIMBRO cannot be considered a serious and unbiased economic authority. It is a group of people financed by large corporations and characterizes itself as a think-tank focused on “innovative economic and social solutions based on the free market principle”. TIMBRO is preferred only by rightist politicians. And is considered too rightist even by Swedish liberals. It is therefore not a research centre, but more a political organizations.  I am surprised that ideological outcomes of neoliberal Swedish subject are presented as serious economic data.
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