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Thereis hardly any other p01itical question that has

been so heatedly debatedin Swedenin recent YearS aS

the question of wage earnersl funds・The opponents

have described the proposai as a turning pointin the

deveiopment of the Swedish economy and even of Swedish

SOCiety・Theleader of the Center party and former

Prime Minister．Mr．Fきlidin，in1976　characterized the

PrOPOSal for wage earnersl funds as one that WOuld

Change Sweden from being a market economyintO an

economy run according tO East European or Soviet

Principles with a heavy dose of planning and

C011ective ownership andlittle or no r00m for∴Private

OWnerShip andinitiative．

The proponents of the proposalI Which are primarily

thelabor unions and sections of the Social Democratic

Party′　maintain that the proposal does not alter any

Of the fundamentalsin the functioning of the Swedish

economy′　but thatit glVeS the wage－earnerS a SOmeWhat

greaterinfluence over the Swedish economy●

Thislecture will consist of two parts．エn the first

Part　工Will sketch the development Of the proposals

for wage earners．funds and will describe the motives

and reasoning behindit・工n the second partI will put

the question of wage earners－　fundsinto a somewhat

broader perspective and　工　Will characterize some more

fundamental traits of the swedish economy and ask the
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question：‖is there a possibility

economy might bein for some more

Changes that would turnitinto a

Of system？”工f s0．What would be

SuCh a development？工　wouldlike

that the Swedish

thorough一gOing

labor一managed tYPe

theimplications of

to stress that my

lecture wili belecturein p011tical economy with

emphasis on the word poiitical．

e－earnerSl funds：develo ment，mOtives and basic

COntent．

The first proposal for wage－earnerS funds was

Publishedin1975．工t was presentedin a small b00k or

PamPhlet that had been commissioned by the Swedish

Confede‘ration of Trade Unions（LO），With Dr．Rudoif

Meidner asits main author．Dr．Meidner was a senior

economist who had been associted withI・O for along

time as head of their research unit and who also had

been a professor oflabor economics at the University

Of Stockh01m・The report was presented as a background

Study for the Congress of the CTU orI．O which t00k

Placein1976・エt was then translatedinto English

under the title Em eee　工nvestment Funds：An

roach to C01lective Ca ital Formation （London：

Allen＆Unwin′1976）・The report suggested that20per

Cent Of profitS Of alI firms with more than　500

PerSOnS emPioyed should be set aside for purposes of

CaPitai formation・This money would notleave the

business・工nstead the companyissues

amount and these would be transmitted

Wage－earnerS Or emPloyee fund．These

be contr011ed by funds which would be

SeCtOrial orindustry－Wide basis．The

accruing to the funds would′　however′

Shares tO that

to a

Shares would then

Organized on

dividends

be c01lected in

One Central national fund・Whenit came to the voting

POWer′it WaS tO be parted among thelocal trade

unions and the sectorial orindustry－Wide funds．工t
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WaS SuggeSted that the first20per cent of the voting

POWer WOuld accrue to thelocal trade union′i．e．if

the wage earnersl funds would eventualIY OWn20per

Cent Of the shares of V01vo′　this voting∴POWer at the

board of V01vo would be exercised by thelocal trade

union at velvo・工f the ownership of shares accruing to

the wage earnersl funds wouldincrease over20per

Cent′　the voting∴POWer WOuld be divided equally

between the sectoria1－fund′in the v0lvo case the fund

for－the wh01e of the englneeringindustry to which

VClvo belonged′　and thelocal trade union．Thelatter

COuld′　however′　neVer gain more than40per cent of

the vote．

The rePort also calculated howlongit would take

before the wage－earnerS funds would gain contr01QVer

a company・This depended basicalIy on the rate of

PrOfit and on the shares going to the funds．The

report showed thatif the rate of profit on share

CaPital was15per cent andif20per cent of profits

Went to the funds thatit would take　25YearS before

the funds gained a　50　per cent contr010Ver，the

COmPany・These calculations were somewhat mechanical′

and perhapslacked meaning′　but∴they atleast stirred

up heavy opposition from those who were sceptical t0

0r adverselyinclined to the fund proposal．

There were three basic reasons′　the report contained′

Why wage－earnerS－　funds were needed．

The trade unions hadlong pursued a wage p01icy based

On the principle of s01idarity・This approach had also

been successfulin that the spread of wages between

industries had narrowed・But this type of wage p01icy

also meant that successful′　PrOfitable companies came

Off t001ightly and did not have to pay the wages that

they really could bearl Whichinstaed b00Sted their
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PrOfits・Therefore a system of wage earnersl funds was

needed to curb profitsin these companies andlet∴the

employees have contr010Ver ParとOf them．This was

then the first reason why funds were needed．

The second was that they should be used to conteract

the concentration of wealth that stemmed from

industriai self－financing・Ownership of Swedish

industryis very concentrated to start with．A

C01ユective form of savings was felt to be needed to

balance the concentration of ownership that Private

SaVings based on plowing－back of excess profitS

Otherwise would glVe rise t0．

The third reason why funds were needed according tO

the report was because they shouldincrease the

influence which employees have over the economic

PrOCeSS・Through wage negotiations and other means the

trade unions already had a considerableinfluencein

economic matters．This was，however，Of a somewhat

indirect nature and the system of wage－earnerSi funds

WOuldin due time glVe the employees a more direct

influence over the firms where they were employed●

These werel then′　the arguments presented for the

SChemein the middle of the　70’S・The report

immediately created anintense debate．In order to

understand that debate and be able to putitinto a

P01itical perspective′let me glVe YOu a few factS

about the Swedish pClitical scene．

When the firsと∴Meidner reporと∴was publishedin1975

the Social Democrats werein power′　With a very slim

ma］Ority．Now again we have a socialdemocratic

government and the distribution of seats are as

f0110WS：
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Moderates

FP（liberals）

Center（farmers）

Social Democrats

Vpk（COmmPnistS）
l

But from1976t01982the non－SOCialist parties were

in ma］Ority・The marglnS uSually are slim with each of

the blocks p011ing around48－49per cent．We can see

that the present SOCial democratic governmentin fact

is a minority government that has to be supported

either by one of the non－SOCial democratic parties or

by the communistS tO getits proposals accepted by

ParliaIhent．

As工said′When the first Meidner report was presented

in1975it created quite a stir．At that time the

PrOPOSal for wage－earnerSl funds was then primarily

PuShed by the trade unions′　and the Swedish Federation

Of Trade Unions also decided to accept the proposals

Of the Meidner report at their general conferencein

1976．

The Social Democratic party at that time also had

distinct difficultiesin taking a position on the

issue of wage earnersI funds・工n the1976election the

question carried a certain weight′　but the official

line was thatit would be premature of the partY tO

take a ciear stand at this time・It might also be

added thatin the1976election the question of

nuclear power became one of p、rimaryimportance．

工t was not′　however′　POSSible for the Social

Democratic Party to stall the question for verylong●

The two branches of the working class movement′i．e．

the Social Democratic party and theとrade unions′
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COuld not march to different drumers orin opposing

directions′　On SuCh animportantissue．

S00n a］Oint committee was formed′Charged with the

taSk of coming upwith a proposal that could satisfy

both the party and the trade unions●　工n the meantime a

Parliamentary committee with representatives from the

fourlarge parties′the employers organization and the

trade unions wasinstigated・For a timeit evenl00ked

as上f som kind of agreement could be reached among the

Various groups．

工n the meantime the debate about the meritS and

drawbacks of wage earners－　funds continued．Not the

least active were the professional′　aCademic

economists・Most Of them were against the fund

PrOPOSal′Which was not very surprising as most of

them would have bourgeoisleanings．But even some

PerSOnS Who atleast formally belonged to the Social

Democratic Party′like Assar LindbeckI Were dead set

against any fund proposal．

Soin early1979とhe committee appointed by the unions

and the Social Democratic party deliveredとheir

rePOrt・Now the fund proponents shifted their ground

SOmeWhat・A new argument that was stressed was that

funds were neededin order to speed up capital

formation・The Swedish economy had fared p00rlyin the

latter half of the70ls′With alow growth rate′

deficitsin the balance of payments andlarge deficits

in the government budget・The over－all savings rati0

0f the Swedish economy also fell drastically●The

PrOPOnentS Of the funds argued that byintroducing

C011ective capital formation′　the savings rati00f the

economY COuld beincreased andindustry thereby get

the capital thatit needed・A new element was also

that the funds n010nger primarily would be financed
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0ut Of retained profits but out of a charge or tax on

the wage－bill．

One of the arguments against the funds that had been

used frequently was that they wouid glVe t00muCh

POWer tO the centralieadership of the trade unions．

In order to counter that criticism the committee

PrOPOSed that24　reglOnal funds be set up．sweden

COnSistS administratevly of　24　counties and each would

now－have their own wage earners，fund．

工n February of1979the Social Democratic party

Started alarge drive tO PreSent the new proposal to

the country and especially′　tO make thelocal party

WOrkers“familiar with the proposal so that they would

be able to argue forit and defenditin the upcoming

electionin September that year．

Somehow the new proposai never got under way・工n May

that same year theleadership of the party announced

that′if the Social DemocratS did win the election′

they would not PreSent anylegislation on wage

earnersl funds before the1982election・Again′　the

issue had backfired forits proponents．

工n the meantime the debate about∴wage－earnerS－　funds

did not stOP・The parliamentary commitとee continued

itS WOrk・工ts Secretariat produced several reportS On

Various aspectS Of the Swedish economy that were

Pertinant to theissue・There were reports on the

development of the distribution of wealth′　Or the

StruCture Of ownershipinindustry′　Of how forelgn

OWned firms and multinationals would be affected by

the proposalI etC・But the main committee could not

reach any agreement・After some time the chairman of

the committee died・A new chairman was appointed．But

after a few years he gave upI and　とhe committee



diss0lved without having been able tO COme uP∴With any

COnClusion or proposal・工n the meantime the Social

Democratic party struggled with theissue．工t became a

Very hot one at the party congress heldin1981′　One

year before the upcoming electionin1982・The party

leadership did not′however′Want tO tieitself to any

Very SPeCific proposal・Thereforeit asked the partY

COngreSSin1981to glVeit an open mandate that would

not predetermine the partyls final stand．

The congress concurred with that wish．Thusit was

decided that∴the Social Democratic party would try to

introduce wage earnersl funds′　Wereit to win the

electionin1982・These funds should be c011ective．

Their aims would be to support the s01idaric wage

P01icy and to help achieve a more equal distribution

Of wealth・They should also help further theinfluence

Of the employees overinvesとment decisions of firms

and they wouldincrease capital formation．

Apart from theissue of unemployment and the general

running of the economy′　the question of wage earners－

funds became one of theleadingissuesin the1982

election・The campalgn against the proposal now tended

to be taken over by the Swedish Employers●　Association

（SAF）′　the counterpart of LO．and of various

Organizations for small business．The three

non－SOCialist parties were definitely against having

Wage earnerSl funds but they tended to play second

fiddle・The Social Democrats did not try to make the

fundissue aleadingissue　－they preferredinstead to

Stress questionslike unemployment and the securing of

the purchasing power of pensions　－　butin front of

mounting attacks they atleast had to take a defensive

Stand and argue for some system of funds．The

Communists′　did not Show much of aninterestin the

issue but were talkingin more general terms of the

deficiencies of the capitalist SyStem．
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Election Day，On September19．1982，and a new

SOCial－democratic government was returned to power．

The new government had to take somimmediate steps for

economic recovery，eSPeCially a16per cent

devalutaion of the Swedish krona，f0110Wed bY a

Certain austerity program that had to be accepted by

the trade unions．After having∴gOtten this out of the

Way and with a certai”n recovery of the economyin

Sight，the government could n010nger aVOid to stall

On theissue of wage earners－　funds．

Two new government committees were appointed，One

concerned with how the funds should be financed and

the other concerned with how the money accruing to the

funds should be used．This time they had to work fast

and byJuly of this year they were also ready with

their proposals．

エn the meantime，OPPOSition against the fund proposals

reached a new frenzy．After all these years of

Stalling and postponing，Perhaps the adversaries

thought the funds would never materialize・It now

became obvious that the government really meant

business and would presentlegislationintroducing a

SyStem Of wage earnersl funds・Confronted with this

PerSPeCtive the adversaries made an a11－0ut effort to

have the government Changeits mind・

A vlgOrOuS CamPalgn against the funds was mounted，and

a nation－Wide organization tO COmbat the funds was set

up●It was called the OctOber　4th Committee・This was

because the campalgn WOuld culminate with a big rally

and demonstration in Stockh0Im on that date．エt so

happened that this also was the day when the

Parliament would convene forits new session，in

COnneCtion with the dedication of the new parliament

building．
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The demonstration also turned out to be a remarkable

SuCCeSS aS SOme　75　000　demonstratOrS aSSembledin

Stockh01m′　ranglng fromleaders of Swedishindustry

and some pembers of the Cld capitalist families down

to shop－keepers from all over the countrY・

With this demonstration along and drawn一〇ut Struggle

had come to an　－atieast temporary　－end．A month

later the government presenteditslegislation

COnCerning wage earners－　funds tO Paliament．

As for the financing of the new system two sources

Will exist・Part Of the means accruing to the fund

SyStem Will come from profit sharing．The formula for

PrOfit sharingis fairly complex butit builds on the

assumption that Only　‖realII profits would be taxed by

the funds so thaと　effects ofinflation would first be

deducted・After a certain exempted amount′　20per cent

Ofinflation－adjusted profitS WOuld accrue to the

funds．Thereis also a fl00r SO　とhat Small firms with

net profits below　500　000　kronor will

at ail．Furthermore the funds will be

SPeCial supplementary pension charge

The capital accruing to the fundsis

amount to around　2　billion kronor per

One－third of this wiil come from the

not be tOuChed

financed by a

Of O．2　per cent．

expected to

annum．About

tax on profits

and roughly two－thirds from a special char e on the

Wage bill．

Whenit comes to the financing of the final proposal

We Can See thatit retains a small part of the

Orlglnal Meidner proposal′　and that the charge on the

Wage bill nowis the mostimportant aspect．工tis

SuPPOSed thaと∴this charge will be deducted bY the

unions whenとhey make their claimsin future wage

negotiations・It can also be observed that the present

SyStemis only supposed tO bein function unti11990．
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The system will comprise five funds，eaCh with a

Certain reglOnal connection．Each fund would be

independent and run by a board of nine members′

appointed by the government・A ma］Ority of the board

members woLild represent employeeinterests．Each fund

Can aCquire up t0　8per cent of　とhe sharesin any

Single firm．As there are five funds and as there also

existS State PenSion fund which can acquire shares up

t010　per centin any single company′itis

theoretically possible for the combined fund system to

acquire shares amounting t0　50per centin any single

COmPany Were the funds to exercise a］Oint effort to

do so・If thelocal trade unionsin a company so

requireも′　the funds have to hand over　50per cent of

their voting rightS tO them．

To put the fund systemin a certain perspective，it

might be useful tO add that Yearly profits of Swedish

industry amounts to some　25　billion kronorin recent

years，tO be compared to the　2　billions the funds are

envisaged tO SPend each year．

The gross value of the shares traded on the StOCkh01m

Stock Exchange amounts presently to some　250　billion

Swedish kronor．工n1990．when the fund systemis

COmPlete，the total value of the sharesit has

acquired should be around　20　billion kronor or some

7－8　per cent of the total value of the Swedish stock

market．

I should add that so far

adopted the government－s

funds．工t is in fact the

that presently struggles

quite confident that On

Parliament Wiil pass the

Parliament has not yet

PrOPOSal of wage earnersI

Standing committee on finance

With the issue．But we can be

December　21st this year

newlegislation．
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工　have now∴glVen a SurVey Of the rather drawn一〇ut

PrOCeSS that has characterized theissue of

Wage－earnerSl fundsin Sweden・Perhaps thelongevity

and the cu一mbersomeness of this］Ourneyis not so

astonishing；PrOPOSals of this nature have been

debatedin several countries butI think Swedenis the

Only one so far that has put theminto practice．

This concludes the first part of mylecture．Let me

then briefly tOuCh on some more princIPal aspects of

labor一management and whatit wouldimply wereit to be

introducedin some developedindustrial society・

Towards a Labor－Mana ed Sweden？

工　think most economists would agree that every

economic system wili have tO WOrk according to some

innerloglC・工n the capitalist system profits play a

Central r0Ie．They do so not only as anincentive to

the owners and monitors of a company，but also as a

guarantee that resources are efficiently a110Cated．

Under a competitive system the residual must be

POSitive for firms to survivein thelong run●

At the same timeI thinkitis fair to say that modern

CaPitalism′　atleastin those deveioped countries

Where the counter－Vailinginterests are well organized

and the trade unions strong，builds on aninner

COntradition．

This has to do with the difference between thelong

and the short run and the fact that capitalism builds

On the existence of tWO Critical groups′　On the one

hand the capitalist－mOnitors who have the final say

Whenit comes toinvestment decisions′　and on the

Other hand the employees who have a greatinfluence on
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how much should go tO WageS and consumption●　工n some

COuntrieslabor can have a very definite say on how

large a share of value added should got to wages●If

they try toincrease this share they may gainin the

Short run．But for thelongrun survival of the firmit

is also nとCeSSary that enoughisinvested so that the

firm can keepits competitiveness and grant reasonably

SeCure jobs．

工tis therefore fair to say thatlabor on the one

hand，and capital on the other，islockedinto a

battle that can only be successfully won provided that

the two groups can reach a modus vivendi・They will

have to find a reasonbaly efficient way tO C00Perate

SO that・the savings ratio can be keptlarge enough．

This means that the workers will have to show a

Certain degree of restraint．But the capitalists will

then have to use the residual forinvestment purposes

and show enough foresight so as toinvestin an

intelligent and efficient matter．

Thereislittle doubt that thisis animportant

PrOblem as far as Swedenis concerned．For along time

the so－Called EFO一mOdel′　Or the Scandinavian model as

itis sometimes referred to，formed the basis for

Wage－P01iciesin Sweden．This model divided the

economyinto two sectOrS′　theinternationallY

COmPetitive sector（K－SeCtOr）and the non一七raded or

PrOteCted sector（S－SeCtOr）．Theleading sector when

it Came tO Wage determination would be the K－SeCtOr．

According to the model′　WageS Should be determined by

two basic factors′　the productivity growthin the

COmPetitive sector and’theincreaseininとernational

Prices（Prices of K－PrOducts）・Soif productivity

increased by　7　per cent a yearin the K－SeCtOr and

international pricesincreased by　2per cent（which

WaS rOughly the situation of the　60ls〉　then wages
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COuld go up by　9per cent・BY the rule of sClidaric

Wage P01icy this wageincrease would then als0　0ccur

in the protected sector・As productivity was

distinctlylower here′itimplied that the domestic

rate ofinflation would be higher than theincreasein

Prices of the K－SeCtOr．Wether that would have some

SPeCificimplications for the exchange rate was never

SPelled out・AnywayI wili not gointo any criticism

Of the modelitself；itis quite obvious thatit was

not a general equilibrium type of model．

Let me′　however′　make a couple of comments that are

relevant t00ur discussion here todaY●

Mostin・tereSting are not the theoretical short－COmings

Of the model′　but∴the fact thatit functioned very

Well as a foundation for wage－P01icyin Sweden for

almost20years from the early501s tO the early70－S．

工t built on certainimplicit assumptions．one was that

the profit－Share to start with would bel，correctI，′　nOt

t001arge，nOt t00　Small．Another was that

PrOductivity was really an exogeneous factor．For

quite a few years these assumptions also seemed tO be

fulfilled．

By the end of the　60Is and earlY　701s these

assumptions n010nger Seemed to be fulfilled．

Pressures for wage－increases became stronger than

before・The capability of Swedishindustry to absorb

these wage－demands seemed to decrease．This had two

effects・One was that profit－marglnS fell．Another was

that the productivity criterion started to be obtained

IIthrough the backd00rM・In order tO be able tO meet

the wage demandsindustry started toincrease

rationalizations and tO Stream－line operations．Firms

and parts of businesses and divisions which showedlow

PrOfitability were closed down．Thisled to that the
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1nternationally competitive part Of the Swedish

economy became t00　Small●　A structural deficitin the

balance of payments also ensued．

The workings of the Scandinavian model for

Wage－determination andits break－downin the　701sIis

工　think′　aninterestingilIusとration of the dilemma of

modern capitalism asit appearsin the present－day

Welfare states of Scandinavian types with strong and

influentiallabor unions．

Viewedin thislight′　theissue of wage－earnerSI funds

Can be seen as a new attempt to reestablish”the

Swedish modelllin the801S・By taking a new

responsibility for capital formation′　While at the

Same time showing restraintsin their wage demands the

employees might be able tOinfuse newlifeinto the

Swedish form of capitalism．

At the same time there are slgnS that the Swedish

model could developin another direction′　tOWards a

labor－managed economy・工will now end mylecture by

taking a somewhat utOPlan View and briefly discuss

What could be some characteristics of alabor一managed

Swedish economy・Labor will play the central partin a

labor－managed system・During the1970is the Swedish

labor market has also undergoneimportant changes●

Security of employment has beenimproved by the

SO－Called Amanlawsi they have madeit difficult and

COStly for companies to fire people．Board

representation for employees andlaws on

CO－determination have also strengthened the position

Of wage－earnerS．

Many academic economists and businessmen have critized

the newlaws′　emPhasizing that they make the economy

functionless well and that the mobility of thelabor



force and the adaptability of companies are

diminishing・But these reforms glVe allemployees

greater security andinfluence and contribute to the

View of the workforce as something permanent and

Stable；Iaboris turned′　aSit were′intO a fixed

factor of production・Thisis preciselY What we would

eXPeCtlabor to bein alabor一managed firm．工t could

therefore be argued that the Swedish economyin that

reSPeCt has already movedin the direction of

labor－management・Labor management rests on the

fundamentalidea that workis essential tO humanlife．

工t also views economic organizations as best formed as

teams；tO that extentit does noとdistinguishitself

from capitalist forms of organization．

工n thelabor一managed firm we can expecとthe number of

employees to become more of a constant unit than would

be the casein the capitalist firm・There are several

reaSOnS for this・From theliterature we know thatit

is reasonable tO aSSume that underlabor一management

the firms would try to maximizeincome per employee

（Vanek1970′Meade1972and S6dersten1973）．

Maximizingincome per emploYeeis not the same thing

as maximizing∴PrOfitS・The easiest way toillustrate

this pointis by analyzing the effect Of a price

increase・Aprofit一maXiminzing firmwould simply react

by expanding production and employlng mOre workers．In

alabor一managed company employees on the one hand have

aninterestin having as many people as possible

WOrkingin a factory to share the capital costs．on

the other hand′the fewer are employed′the higher

Will be production per・PerSOn With a glVen CaPital

StOCk・工f the price rises′then′thelatter tendency

Will dominate・It wilI be profitable to cut down the

number of employees as the price goes up′　for then the

averageincome will be higher than would otherwise be

the case・Therefore the supply of thelabor－managed
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firm will be ratherinsensitive to price changes．This

might glVe rise to a short－runinertia and a certain

lack of adjustment on the part of thelabor－managed

firm・The work－force of thelabor一managed firm being a

rather stable entity′might glVe rise tO SOme negative

effectS but also some positiveinferences can be drawn

as　工　will return to s0Cn．

With regard t0

1abor一managed

CaPital cannot

for influence

C01lectively．

Which this can

CaPital・工n the full－fledged

economy private owership of productive

exist・The only factor that qualifies

is work・Hence capital must be owned

There are of course various formsin

be organized・One way could be to have

a certa‾in number of reglOnal funds such as with the

Swedish system of wage－earnerSl funds that　工　described

earlierin thislecture．These funds would then rent

Out CaPital to the variouslabor－managed enterprises．

Capital wili remain animportant factor of production

in thelabor一managed economy●　工t has to be allocated

according to criteria of economic efficiency′　and the

firms wiil have to pay a rent for the capitalit

borrows from the social fund・The right to use this

CaPital should′　however′　reSt With the single firm．工f

theyinvestit efficiently so that theirinternal rate

Of returnis higher than the market rate this extra

dividend will go to the employees of the firm．The

interest rate will basically be determined by market

COnditions．

The problem of capital accumulations and how to reach

the optimum saving ratio can be sClved rather

elegantlyin alabor一managed system・Suppose that the

CaPital一〇utPut ratiois　3・Say that the national

incomeis　600・Then the capital stock would be valued

at1800・If the real rent for capitalis　5per cent
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SocialFund・Thisincome can be usedinmanyways but

the naturalthingwould be tO reinvestit by renting

it out to thelabor－managed firms・Thelarger the

investment opportunities are′the higher would be the

interest Fate and the higher also the rate of

eXPanSion of thelabor－managed economY●

For alabor一managed economy to perform wellitis

imporとant to have a well－functioning capitalmarket．

Thisis one aspectin which the Yugoslav economy－

Which atleast partiallyis based onlabor一managed

Principles－has shown marked deficiencies．

工tis o・f course an open quesとionif you would expect a

labor一managed economy to do better or worse than a

CaPitalist one・One veryimportant aspect hereis the

question ofincentives・工とhink one has to admit that

incentives wilibe quite differentin the two systems．

工n traditionai′mOnitOred′CaPitalist firms employees

are considered separate from management whose taskit

is to supervise the employees′judge their performance

and glVe them rewards accordingly・Employees

themselves are basically regarded as mere factors of

input whose main motivationsis some kind of

Performance－related salary●

工n alabor一managed firm the employees are at∴the

Center・工n principle they are equal and have to take

］Oint responsibility for the running of the firm．In

reaiity experts－and the managementmandated by the

emPloyees一maY have a greaterinfluence than the

aVerage member of thelabor c01lective．But no

Particuiar educaとionis needed to be part of thelabor

COunCil or steering committee that ultimately has the

governing funcion of the company●　These different

Principles should glVe rise tO quite different

StruCtureS Ofincentives．
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工n a capitalistj PrOfit一maXimizing firm there maY be

iittle reason for an employee to make an extra effort．

工n principle this will onlylead to anincreasein the

residual′i・e・in profits・Piecework pay and other

instrumentS can be used to measure an emploYee－s

Performance′butit does not seem to be a very

attractive form of pay and－if anything－the trend

SeemS tO be going－in the opposite direction．

工n thelabor－managed firm′　the employees are

C011ectivelY reSPOnSible for the performance of the

firm・工f someone makes an extra effort he will also

benefit from part of the residual thereby produced．

Thisis′Of course′mOSt eVidentin the small company●

Butit should aiso hoid forlarger firms even though

We here may runinto thel／n problem，Which refers t。

the fact that thelarger the firm（thelargeris n）．

the smaller will be the share accruing to a person

from any specific effort．

Stillincentives certainly differ・EmploYeeS Will know

that they alone are responsible for the result．Social

COntr0I should workin a positive direction．工f

SOmeOne Shirks underlabor一management he takes a pleCe

from the common cake・エf he does soin a capitalist

firm he simply takes from the residual accruing to the

OWnerS Of the firm．

Technical progress and capital accumulation are the

two mostimportant factorsin economic development．

Both should beinfluenced by the organizational forms

in which economic activityis carried out．工n a

labor一managed systemitis quite natural′　for

instance′　that technical progress should goin the

direction of beinglabor－uSing∴and capital－SaVingI

Where the striving especially should be toincrease
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the marglnal productivity oflabor′　Whileit oftenis

the other way aroundin a capitalist seとting●

The efficiency of the educational system of the

Westernindustrialized countries has been under debate

in recent YearS・工t has been pointed out that

educational systems are often used for screening or

filtering purposes′　rather than being vehicles for

teaching useful and positive knowledge（Arrow1973′

Stiglitz1975）・In alabor－managed economy sch001s

WOuld presumably belessinclined to apply screening

devices anincome distribution criteria to the

education that they provide・At presentitis fuily

POSSible that the social returns tO SCreening may be

negativeI eVen though the private returns to certain

individuals may be positive・工n aiabor一managed

economy′　Where the ma］Ority princLPle rules′itis

difficult toimaglne that a minority couldimpose on a

ma］Ority and educational system which would be

disadvantageous to thelatter．（S6dersten1976）．

Anotherinteresting aspect of human capital formation

has to do with on－the－job－training．工n the capitalist

Setting′　SuCh training tends to be underdimensioned．

Firms hesitate tOinvestin training and education

Since their employees frequently move somewhere else

after having completed their training●　工t has also

been statedin　とhe economicliterature that such

SPeCific trainingisinadequate（Becker1964）．

As we pointed out earlier′We Can eXPeCt emPloyee

loyalty to be strengthened underlabor management

While the average duration of employment willincrease

and mobilitY Oflabor will decrease．It∴will then

become more profitable toinvestin on－the－job

training・The difference between private and social

return of education tends tO diminishi　とhelabor force
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Will be better educated and the firms will become more

efficient．

Before ending mylecture　工　Will touch on another

aspect that has a distinct relevance′in the swedish

Setting；thatis theinteraction between plan and

marketin alabor－managed economy●

Fundamentally′　thelabor一managed economyis a market

eCOnOmy・In alabor－managed economy poweris

decentralized・Democracyin the economic context means

a possibilitY tOinfluence oneIs own conditions of

WOrk and production・Thereforeindividual c011ectives

Of employees must have a high degree of autonomy・They

Can have that onlyif they act asindividual

decision一making unitsin a market．Decisions on the

Organization of production′　WageS and work conditions

must therefore be the privilege of theindividual

C011ective of wage－earnerS．In addition to the

economic sphereI thereis the p01itical one．工t

COmPrises problems ofimportance to society as a

Wh0le・The power tO decide over the p01itical sphere

belongs to the parliament and to the government．There

is an area where the economic and the p01itical

SPheresinterrelatein a decisive manner・It comprises

theinvestments of the firms and other decisions that

haveimplications for their future size′10Cation and

S00n・Thisis the area where the two spheres have a

union and which we may cali the area of planning●The

Slgnals of the market will glVe guidance as far as the

day－tO－day decisions of the firms are concerned．As

far as the futureis concernedI however′　market

informationis rarelY Sufficient●　At the same time

investment decision′　eSPeCialIy oflarger firms′

affect the functioning of the economY aS a Wh0le．
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SPhere of planning Figurel

Figurel glVeS a Simple graphicilIustraion to the

basicidea・This problemis particularlyimportantin

a small country such as sweden・Even though Swedenis

a small countryit has a number of fairlylarge

COmPanies often of a multinational kind．工nvestment

decisionsとaken by this small group of firms have

important effects on the overal⊥functioning of the

Swedish economy・

The aggregate saving rati00f the Swedish economyis

definitely t00low・工とis alsbin the national

interest∴toincrease the rate of capital formation and

theinvestment rati00findustryin general and

especialiy of thelargeI dominating firms．The

devaluation of October1982also hasincreasedlevels

Of profitS Substantially・Ownership of Swedish

industryis very concentrated．Thereforeitis

difficult tO aSk thelarge group of ordinary

Wage－earnerS tO Show restraint while profits soar and

SOme grOuPS Of capitalists accumulate considerable

amOuntS Of wealth・A c00Peration betweenindustry and

gOVernment may be needed′　butitis difficult to

establish under the present system and attempts have

Often been stifled・We can witnessit right nowin

Sweden when an attempt at reorganizing the Swedish

Steelindustry by government on the one hand and three

large privaとe companies on the otheris being tried

but does not Seem tO SuCCeed．
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C00Peration between alabor government and private

CaPitalists hasits delicate probiems．An alliance

between the state andlabor一managed firms appears much

mOre natural・It Should be easier to s01ve the problem

Qfinvestment underlabor－management than under

CaPital一〇Wner management・Wage earners can be assumed

tO be much more willing to accept a higher aggregate

SaVings ratioifitis used tO finance the expansion

Ofユabor一managed companies．

This ends my remarks on some aspects of the

labor一managed economy・工wilI not try make a summary

Of mylecture・Let me］uSt end by a commentarY On the

Wage earneris fund scheme that工started mylecture

With・N00ne Can knowif Sweden and perhaps some other

COuntriesin western Europe wiil movein the direction

Of alabor－managed system or not．Discussions about

Wage－earnerSl funds have gone on for almost ten years．

The debate about the proposal has certainly been

heated・Many have viewed the proposal as something

thatis alien to the Swedish social democratic

tradition，aS an Outflow of the ambitions of

POWer－hungry trade unionleaders．

工f one viewsitin thelight of the theories of a

labor一managed economyit seems to me to make much more

SenSe●

We can be certain that sweden will have the

Wage－earnerSi funds・Ifit also will movein the

direction of alabor一managed economy remains an open

question・Still some thinking about a different′

Perhaps utoplan SyStem might be usefulin thatit

glVeS uS Certaininsight so that we can better

understand the real worldin which we are actually

living．
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