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/. Globalisation, the nation-state and
the role of foreign policy

7.1 Introduction

At the beginning of this report, we noted that globalisation reduces
the importance of borders between nations. We have also noted that
the current finance crisis shows up the limitations of the nation-
state. When markets are integrated, a need for political integration
also develops. In face of some of the threats now confronting huma-
nity, it is not unreasonable to wish for both broad and deep interna-
tional cooperation, preferably democratic in form as far as possible.
The European Union is a unique project, partly supranational and
partly intergovernmental, and in the current world situation it ap-
pears extremely important and relevant.

More than 99.8 per cent of the global population live in other
countries. Our destiny, therefore, is largely determined by others.
Our instinct for survival tells us we should do whatever we can to
influence other countries and promote peace, democracy, human
rights, poverty alleviation, minimal impact on the environment, and
sustainable growth. This strongly suggests that Sweden should do
its utmost to build bridges to other countries and people, and that
we should first and foremost exploit the fantastic opportunities af-
forded by membership of the European Union.

Some have concluded that globalisation reduces the importance
of foreign policy since its makes nation-states less important. We
would like to warn against this line of reasoning. It exaggerates the
weakened role of nation-states. However important supranational-
ity may be in certain areas, and however many cooperation projects
are launched, the concept of the nation-state remains firmly in place
around the world. Globalisation reduces the nation-state’s chances
of controlling matters such as financial and economic development,
particularly in a small, open economy such as the Swedish one. It
is precisely for this reason that many other countries are now pri-
oritising their foreign policy, their foreign representation, their ex-
port promotion, their campaigns to attract investments and tour-
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ists, their recruitment efforts targeting researchers and students, and
their general information activities in the world.

This is how the situation is in practice, and it would be most re-
grettable if Sweden of all countries were to choose another path.

In 2008, Sweden topped the list of the world’s development aid
donors. But we are not doing much to equip our aid with a Swedish
flag. Sweden has a good foreign policy reputation in many parts of
the world, due to our peaceful traditions. In countries where Sweden
is known, we are also quite popular. But in many countries that are
now of growing importance in the world, Sweden is a largely un-
known and undefined concept.

/.2 Pursue an active foreign policy

In the Council’s opinion, based on the premises we have had to con-
sider, Sweden should continue to pursue an active policy and where
possible intensify its efforts in this sphere. There is broad political
agreement on the main features of this policy. We would like to
lay particular stress on Sweden’s policy for global development, in
which aid and free trade are important components, our peace pro-
motion efforts, and the fact that Sweden stands for human freedoms
and rights. Even before it has begun, the EU presidency in the latter
half of 2009 has given Sweden a leading role in the push for an inter-
national climate agreement, which is highly encouraging.

Sweden ought to be at the core of EU cooperation. From this
viewpoint, the fact that we are not part of the euro zone is a prob-
lem. Since this issue has been settled for the time being by the na-
tional referendum held on the subject, the Council has not discussed
it closely. If we are serious about wanting to belong to the European
core, our leading politicians must display a greater commitment to
Europe, and all our representatives must possess considerable skill
and aptitude.

It is also good that Sweden is pressing for further enlargement
of the EU and is seeking to improve the Union’s decision-making
system via the Lisbon Treaty. Enlargement of the EU to encompass
additional member states is the best way to promote peace, stability
and development in Europe. Sweden must also seek to strengthen
the EU'’s role as a global actor. We should support the development
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of the Union’s civil and military capacity for solving crises and con-
tributing to peace and state-building.

In the above, we have argued that Sweden needs to maintain a
higher profile in certain areas. One such step involves trying to per-
suade the EU to revise its trade policy, which, to put it plainly, means
first having to change its agricultural policy. Also, to the best of our
ability, we should press for a global set of regulations and global
institutions adapted to present-day conditions in finance markets.
Sweden is not one of the leading actors in this connection, but in
the international arena this is not always an essential precondition
- cooperation with other nations and a manifest ambition to pursue
issues of importance to Sweden may be at least as relevant. Together
with the Nordic-Baltic countries, for instance, Sweden successfully
pursued the issue of transparency in the IMF.

Swedish foreign policy traditionally includes unequivocal support
for the UN. For various reasons, the UN’s prestige in the world has
declined. The organisation is often ineffective or incapable of any
action. Regimes that oppress their citizens are being allowed to play
a deplorably important role. Such shortcomings are, of course, an
inevitable result of the world body’s composition. Nevertheless, the
UN remains the only organisation in the world capable of speaking
on behalf of world humanity with any degree of legitimacy. Every
effort should be made, therefore, to find ways of making the or-
ganisation more efficient while at the same time acknowledging the
shift in power that has occurred around the globe since the Second
World War.

From time to time, it is important to discuss what risks we run
of encountering serious crises. The purpose of such discussions is,
firstly, to minimise the risk of such crises occurring, and, secondly,
to be well prepared should a crisis nevertheless develop.

As part of our work in the Council, we have also read a number
of studies focusing on risk scenarios. They stand in glaring contrast
to what we like to believe is the main scenario, i.e. the continued
development of peace, prosperity and security. But things may take a
different turn. Below are some of the risk scenarios presented:

e International tensions may increase and give rise to a new arms
race. While the number of weapons in the world has declined,

the risk of them being used has increased.

® A terrorist group could acquire and use nuclear weapons.
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e Environmental disasters on the scale of the tsunami may occur,
for instance as a result of climate change.

® A pandemic with much more severe consequences than the
SARS epidemic of a few years ago could paralyse both travel and
the exchange of goods for a considerable length of time.

Risk research shows that it is when two or three difficulties occur
at the same time that the strain can become unbearable. Both the
terrorist acts in the US on 11 September 2001 and the SARS epide-
mic had global economic repercussions, although in retrospect their
impact on economies seems to have been limited. Global security
systems should be robust enough to withstand the simultaneous
occurrence of two or three serious crises.

e  Undertake a broad evaluation of the way Sweden operates in the

EU.

7.3 Reinforce Sweden’s image abroad

Our image - the way in which we are perceived by the outside world
- is an important competitive tool. It greatly influences our ability
to attract tourists, investments and talented people. As mobility and
integration increases, Sweden'’s power of attraction becomes increa-
singly important. Sweden’s image abroad must be strengthened. On
the whole, the Swedish brand - insofar as one exists — is regarded
favourably elsewhere in the world. Detrimental aspects have entered
the picture from time to time, but at present there are few deroga-
tory portrayals of our country requiring counter-action. The pro-
blem is that much of the world’s population has no image of Sweden
whatsoever.

What image do we wish to propagate? In the name of democracy
and diversity, a government incumbent should avoid stamping its
own ideological mark on Sweden’s image. Tax-financed informa-
tion about Sweden should enjoy broad support. Given that one of
the distinguishing features of Sweden’s image is that it is a stable,
consensus-oriented nation, assembling an image of our country and
of Swedish values that most Swedes can acknowledge and endorse
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should not be too difficult. A very substantial majority would doubt-
less support a description of Sweden as a modern, well developed,
environmentally friendly, tolerant and fairly gender-equal society
which holds that all citizens must have a share of the welfare cake.
Also, people in general are proud that Sweden is regarded as a ‘Land
of Innovation’, i.e. a country with a strong tradition of innovation
and invention, technological development and entrepreneurship — in
the latter case in the social sphere, too. Majorities shift and change,
and all Swedes spending time abroad tend to be ‘Sweden ambassa-
dors’ at one time or another. In light of this, credibility is best served
if the message is of a kind that everyone can endorse.

It is common knowledge that market investments made when
times are bad are those that pay the greatest dividends when de-
mand is restored. The same applies to the marketing of countries.

e  Strive for a consensus-oriented image of Sweden in tax-financed infor-
mation programmes.

7.4 Strengthen cooperation with Swedish enterprise
in making Sweden better known abroad

A country’s reputation often rubs off on its business companies,
and vice versa. Several Swedish companies with operations built on
Swedish leadership and logistic expertise have been strikingly suc-
cessful abroad. H&M, IKEA, Clas Ohlson, Volvo, Saab, Securitas and
Electrolux are examples in point. At present, Sweden’s public sector
and Swedish multinationals are not cooperating to any great extent
in seeking to help the Swedish business sector fully exploit a positive
image of Sweden. As a parallel to the Council for the Promotion of
Sweden (NSU), a consultative body should be established bringing
together promotion agencies/organisations and Swedish compa-
nies. In addition, the public mandate in the trade promotion sphere
should be clarified and reinforced.

e Cooperation between the Swedish public sector and Swedish private
enterprise should be strengthened.
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7.5 Reform the Swedish Foreign Service

In today’s ever-changing world, Sweden’s representatives abroad need
to be quicker on their feet. It is no longer possible to fit public acti-
vities into a predetermined mould. Instead, Sweden'’s Foreign Service
must be so sensitive to external variations that it modifies its beha-
viour of its own accord as the world changes. Today’s Foreign Service
must be able to see both the trees and the woods - it must have both
a feel for details and the ability to see the whole picture. Knowledge
is the path and understanding is the goal. Improvement in this area
calls both for work reorganisation and increased resources.

Sweden invests 0.06 per cent of its GDP in the Foreign Service,
which is remarkably little (although this is partly due to the fact
that representation in the largest countries receiving Swedish aid is
financed out of the foreign aid appropriation). This applies both in
comparison with countries such as Italy, o.11 per cent, France, o.15 per
cent, and Poland, 0.09 per cent, and in comparison with our Nordic
neighbours, where both Finland and Norway, for instance, invest 0.2
per cent of their GDP in their foreign services.

There is of course no intrinsic value in having an expensive foreign
service, and there must be scope for setting new priorities and insti-
tuting changes in Sweden’s representation abroad, but there is much
to suggest that Sweden would gain by increasing its diplomatic pres-
ence in the world to some extent. Good foreign policy relations are
built on confidence and trust, which are often created by establish-
ing a presence and maintaining it over time. By cooperating with the
European External Action Service (EEAS), due to be created when
the Lisbon Treaty enters into force, Sweden will be able to develop
its capacity further.

o Government and parliament should draw up a long-term, sustain-
able plan for boosting capacity and effectiveness in Sweden’s foreign
representation.

e Sweden should be very restrictive about terminating its representa-
tion in other countries — rather, we should consider establishing a
presence in more countries and important regions.

e Savings opportunities should be exploited — both Nordic and Euro-

pean cooperation may be appropriate, as well as closer integration
between the various bodies representing Sweden abroad.
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/7.6 Deeper and better coordination of Sweden’s
public undertakings abroad

An increasingly important task is to make Sweden’s public under-
takings abroad more effective. The promotion of foreign trade and
the closely-related promotion of foreign investments in Sweden, for
instance, are handled by a number of different agencies whose work
and expertise sometimes overlap. Inadequate cooperation risks ma-
king Swedish efforts in this field less effective. When the mix of pro-
jects and programmes is determined by the distribution of resources
between Swedish agencies rather than by needs on the ground, there
is a clear risk of suboptimation. In addition, we risk forfeiting bene-
fits generated by synergy. In a small country like Sweden, with rela-
tively flat organisations and short decision-making chains, there is
considerable potential for cooperation, and failure to reap the bene-
fits of closer harmonisation is, relatively speaking, more costly. The
task of central government in promoting foreign trade needs to be
defined more clearly in relation to commissions from the business
sector undertaken as paid assignments. The Council for the Promo-
tion of Sweden should be given a stronger coordinating role.

o Take steps to improve coordination both of public promotion efforts
undertaken by different agencies abroad and of efforts to market
Sweden as a tourist, education and investment nation.

7.7 Promote trade in markets of interest to Sweden

Our future welfare levels will increasingly be determined by our
trade relations. By tradition, Sweden’s direct trade promotion efforts
have focused principally on exports, but in recent years they have
rapidly come to target both new ventures abroad and component im-
ports, and thus trade in both directions. Today, many typical export
companies import many of their input goods and thus act as import
companies. Trade promotion efforts, therefore, should focus on both
exports and imports, and the Swedish Trade Council should be in-
structed to establish an import promotion section in its operation.
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Once the crisis is over, countries with available input capital (pri-
marily China and the Gulf States) and labour that can be rapidly
deployed in the production of services and goods will have a major
advantage. In all likelihood, their economies will grow rapidly. Swe-
den should take immediate steps to acquire more knowledge about
these countries and to establish better ties with them.

e One of the most important trade promotion tasks should be to ensure
the long-term build-up of skills and expertise in markets of particular
interest to Sweden.

/.8 Establish lasting relations through foreign aid

Sweden has a very extensive development aid programme in compa-
rison with almost all other countries. Sweden represents democracy
and an open society, and this stands us in good stead in the eyes of
aid recipients. Also, development cooperation is an excellent instru-
ment for establishing long-term relations. Considered in this light,
there is nothing wrong with regarding aid policy as an investment in
future trade exchange and in the development of other commercial
and non-commercial ties. Maintaining contact even after Swedish
aid has been phased out is at least as important. Otherwise, there is
a risk that the ties established during the development cooperation
period will be abruptly severed once the country is no longer an aid
recipient.

Educational cooperation should be given greater prominence in
Swedish development aid. An active scholarship programme target-
ing gifted young people in the Third World and giving them the op-
tion to study in Sweden is of value both to their native countries and
to Sweden itself, and is also an unrivalled way of establishing lasting
ties. Several other countries have a more extensive scholarship pro-
gramme than Sweden. Should Sweden introduce fees for students
from the EEA zone, this would make a more ambitious scholarship
programme essential.

o Use development aid to send a message of freedom and democracy,
freedom of expression and gender equality.
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e For a transitional period, development aid could be used as a means
of maintaining long-term ties with countries that are no longer aid
recipients.

e Increase the educational share of development aid by expanding the
scholarship programme.
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8. Best possible means of support

8.1 Supporting decisions in the era
of attraction policy

The background to this chapter is the growing demand for up-to-
date information about the external policy environment that in-
creasingly complex developments in the world place on political
leaders. The Council has discussed the role of politics in the new
landscape created by the globalised economy. Since in our view most
people have hitherto underestimated the power of globalisation, we
consider that in the case of a small, open country like Sweden it is
fair to say that the role of politics has undergone something of a
paradigm shift. If we were to describe Swedish history with a few,
brief strokes of the pen, politics in the last century mainly involved
distributing the welfare that rapid industrial growth generated. In
those days, economy policy largely involved parrying fluctuations
in the economy. That was followed by a period in which growth
declined and inflation and the budget deficit both grew. This gave
rise to normative policies, and one of the main tasks of government
was to create and maintain a stable macroeconomic environment
with low inflation and a budgetary balance. Both these tasks are still
with us. But in the Council’s view, there is a third, equally important
government role that must be brought to the fore in the era of glo-
balisation. It is developing in an age and in an environment when
virtually everyone and everything can freely leave the country. In
this situation, there is a growing need for an attraction policy, i.e. for
measures that make Sweden as attractive as possible for dynamic,
innovative forces prepared to operate here and develop in Swedish
environments.

In the current competitive environment, it is more important
than ever to know and understand what is happening in other parts
of the world. This means that those who make the kinds of deci-
sions that largely determine how Sweden fares must be able to count
on well-informed support. Naturally, we have no idea what Fredrik
Reinfeldt and Mona Sahlin read, or how they otherwise obtain their
information about the contemporary environment, but via research,
the memoirs of previous leaders and generally accessible informa-
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tion, the picture emerges of a decision-making structure that in our
view needs discussing.

The current organisational setup at the Swedish Government
Offices has evolved gradually but has basically remained unchanged
for over a century. The changes seen in recent years have involved
the employment of considerably more staff to deal with media and
EU issues. The latest major change was the introduction of a crisis
management department, partly in response to the way the tsunami
disaster was handled at government level.

Each government must of course ensure that it is kept informed
about what it needs to know in order to make the right decisions.
The amount of information reaching key decision-makers may be
either excessive or insufficient. We believe it is important to begin
discussing whether the organisation currently built up around Swe-
den’s state leadership fully reflects what is needed in terms of infor-
mation about the external environment.

We are well aware of how much the country’s top political leaders
have already achieved. They have won internal party elections and
they have won general elections. This alone proves that they have
access to large quantities of reliable information. We are also aware
that there are only 24 hours in a day, for all of us. This, in fact, is
the point we are trying to make. In our view, structural changes are
needed at government and parliamentary level to ensure that our
politicians - in the time available to them - have access to reliable
information on important developments in the world, developments
that are by no means always reflected in the Swedish media.

Most heads of government are briefed daily by their countries’ in-
telligence services about current events around the world. But does
the Prime Minister get a monthly review of important developments
in the research field? Is the Prime Minister regularly brought up to
date by experts on underlying trends in the world that affect com-
petitive conditions, the actions of major companies and underlying
security policy currents? In other words: Are our top politicians
devoting enough time to absorbing information about long-term
problems?

Our feeling — supported by different kinds of information avail-
able to us - is that some of these important issues, which are often
of a more long-term nature, systematically fall outside the daily gov-
ernment agenda.

Strengthening crisis management capability was a good idea.
The expanded policy intelligence function we propose is related to
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crisis management, but focuses more on preventing crises than on
managing them once they have developed.

We realise that top politicians have to spend a great deal of time
dealing with acute issues and crises, and planning the next election
campaign etc. But it is precisely to fit the long-term issues into a re-
alistic schedule that the structural question needs discussing.

Was former prime minister Tage Erlander using his time well by
chairing the National Research Committee he set up? If not, by
what other means are his successors getting access to the same in-
formation? Was the Danish prime minister of the day wise to chair
his country’s Globalisation Council? If this is not thought to be the
case in Sweden, how does his Swedish counterpart obtain the same
information? Was the Finnish prime minister using his time well by
chairing his government’s Research and Innovation Council? If this
is not thought to be the case in Sweden, how does his Swedish coun-
terpart obtain information about what is happening in important
industries such as telecom and pharmaceuticals, and about what
strategic initiatives are under way in competing countries?

Hitherto, we have focused on the Prime Minister’s role in the de-
cision-making process and on the construction of the Prime Minis-
ter’s Office. The other major coordinating force in a government is
the Ministry of Finance. In the Council’s view, the analyses, priori-
ties and actions of the Finance Ministry, too, must be informed by an
awareness that attraction policy is becoming increasingly important
for the Swedish economy and for growth.

8.2 The Globalisation Council — and then?

For the past two years or so, the Globalisation Council has sought
to advise the Government in a complex, ever-changing world.
The Council has had an unusual composition, incorporating both
government ministers and others, and this has given rise to ques-
tions about its constitutional position. The model was partly copied
from Denmark, where however the corresponding body was headed
by the country’s prime minister. In the interim reports provided by
the Swedish Globalisation Council, the ministers chose different
approaches - in the first, they dissociated themselves by means of
a separate statement of opinion from the detailed proposals and
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the sums specified, but gave their backing to the three subsequent
reports. The outside world has asked whether, in view of the pre-
sence of several ministers, the Council’s recommendations reflect
government policy. The same question was asked in connection
with the findings of the Oil Commission, which was headed by the
prime minister of the day, Géran Persson.

The fact that governments in Sweden and many other countries
have sometimes tested unconventional working methods illustrates
the difficulty of arriving at the best possible decisions in a struc-
ture that tends towards strong territorial rivalries. All governments
throughout the world have ministries. When issues affect more
than one ministry, there is consultation. In day-to-day business, this
usually results in a reasonable balance being struck between detailed
insight and general overview. But when more profound changes in
society are to be achieved, territorial divisions can sometimes be an
insurmountable obstacle. Decisions may be optimal for each sepa-
rate structure but when no-one has the strength to effect decisions
across structural lines, they are ‘suboptimated’, i.e. they are insuf-
ficient from the perspective of the whole.

The problem is a complicated one, and political scientists all over
the world have tried to find ways round it. The Council commis-
sioned an expert report on the subject from Professor Tommy Méller
and Magnus Erlandsson (PhD). It concerns democratic core values.
On the one hand, voters have the right to expect that the leaders
they choose have the best instruments at their disposal for the task
of governing the country. On the other, they also have the right to
expect that the leaders carry out in practice what they promised to
do prior to the election, when they may have lacked access to the
supporting information available to those actually in government
office. Another problem is the ministers’ work situation. Ministers
tend to be over-burdened with the drafting of government business,
cabinet meetings, parliamentary group meetings, parliamentary
question time, travel, workplace visits, contact with agencies and the
media and so on and so forth. Matters that those around them insist
must be dealt with take priority over long-term matters that ought
to be dealt with.

The above-mentioned report presents proposals aimed at rein-
forcing the structures that promote long-term thinking. One of the
proposals is for a Futures Committee to be established in the Riks-
dag, as in the case of Finland. The Council supports this proposal.
A Riksdag that is pro-active in tackling the kinds of future issues of
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importance to Sweden that the Council has concerned itself with
would help ensure that governments, too, attach sufficient weight
to such matters.

In our opinion, the political system in the modern world not only
needs better support for its decision-making than has previously
been available but also needs to develop more work forms that cut
across territorial lines. In an era of globalisation, government offices
must think strategically and take initiatives. Anyone who has worked
in or around a political environment knows that it is common prac-
tice for people or groups to seek acceptance for ‘their own’ issues or
solutions, and that this frequently leads to a compromise whereby
everyone gets something. In many cases, this system works well. But
sometimes it has to supply decisions that results in a few getting
plenty and others being bypassed. The system must also be able to
deal with the fact that in certain cases important issues fall more
or less permanently ‘between two stools’. An example in point al-
ready noted in the above, and where those actively involved perceive
a problem, is that of clinical research. Three ministries are directly
affected - the Ministry of Health and Social Affairs is responsible
for the clinics, the Ministry of Education for the research itself, and
the Ministry of Industry, Employment and Communications for the
innovation environment that will exploit the results. In such cases,
‘ministerial committees’ appointed by the Prime Minister might be
a solution. This approach has worked well in both Finland and Den-
mark.

In our view, the Prime Minister — and the party leaders in coali-
tion governments — needs to be briefed more regularly on develop-
ments in the outside world as regards both the competitive situation
and research findings of particular interest. But since as a general
rule politicians are required to put into practice what they promised
while in opposition, other parliamentary parties, too, must be given
a better chance of developing well-founded positions in their mo-
tions and platforms.

e Develop a better policy analysis function and policy intelligence op-
eration at the Prime Minister’s Office.

*  Give the parliamentary party leaders access to the same kind of in-
formation.

e Establish a Futures Committee in the Riksdag.
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Annex 1

The work of the Globalisation Council

The Globalisation Council has had twin goals: to produce political
recommendations designed to strengthen Sweden’s competitive
power and attractiveness, and to provide an arena for dialogue with
a view to broadening the public discourse and deepening awareness
of the effects of globalisation.

The Council worked for almost two and a half years. During this
period, it produced a number of reports of its own and also commis-
sioned many expert reports. Among the publications that have re-
ceived most attention is our first interim report, Knowledge-Driven
Growth (Kunskapsdriven tillvixt, Ds 2007:38). It was presented at
the time of the Government’s Research Bill and focused primarily
on scientific research. One of its proposals was that central govern-
ment funding of civil R&D should be increased to one per cent of
GDP by the year 2012. The report also offers a preliminary account
of what the Council considers to be Sweden’s strengths and weak-
nesses. In a report entitled Make Sweden a Pioneer in Electric Car
Production (Gdér Sverige till ett elbilens pionjdrland, Ds 2008:43), it
calls for substantial investment in electric cars, an area in which
Sweden has every chance of holding its own in the face of interna-
tional competition. The Council has also concluded that there is a
considerable risk Sweden will experience a shortage of engineers in
the future, and in its third report, Measures for Enhancing Inter-
est in Engineering (Insatser for att oka intresset for ingenjorsyrket, Ds
2008:10), it launched the idea of a special campaign to boost interest
in engineering as a profession. Shortly thereafter, the Government
appointed a Technology Delegation. Its aim is to make children and
young people more interested in mathematics, science, technology,
and information and communication technology (ICT). The Coun-
cil has also published a report on Sweden in the World (Sverige i
viirlden, Ds 2008:82). There, it notes that Sweden is virtually un-
known in China and India - countries that appear likely to domi-
nate the world economy over the next few decades. Consequently,
it urges action to improve Sweden’s image. The report also contains

112 « FINAL REPORT OF THE GLOBALISATION COUNCIL



proposals on how the workings of the Ministry for Foreign Affairs
might be reformed so as to be more in tune with the times.

As part of the Council’s work, 36 background reports have been
commissioned, primarily from researchers but also from govern-
ment agencies and other actors with a close understanding of glo-
balisation, what drives it and what effects it is having or may have.
The purpose of these expert reports has been to provide data for the
Council’s final reports. Besides the 36 background reports, eleven
working papers and six agency reports were commissioned. Three
external research coordinators — Tomas Andersson, President of
Jonkoéping University, Hikan Gergils, Ecofin, and Professor Fredrik
Sioholm of Orebro University — have worked with the secretariat in
assembling nine reference groups of experts who have followed the
development of the various publications. In addition, the Council
has had access to an advisory board whose task has been to examine
background reports for quality, to present ideas and suggestions as to
how the Council might best proceed in its work, and to broaden its
network of contacts.

An important part of the effort to widen the debate on the glo-
balisation issue has been a series of conferences targeting a broad
audience. Conferences have been organised from Malmé in the
south to Haparanda in the north, attended by both Swedish and
international experts, as well as by ministers and others. In addi-
tion, the Globalisation Council has cooperated with a number of
relevant actors around the country, including the Danish embassy,
the Fourth Metropolitan Region, Firgfabriken, Global Challenge,
the Stockholm School of Economics (IFL Executive Education), the
municipalities of Jénkdping, Kalmar and Karlstad, Karlstad Univer-
sity, the Visterbotten County Administrative Board, the Council for
the Stockholm-Milar Region, Umeé University, and the Swedish In-
ventors’ Collegiate.

Finally, besides this final report and the secretariat’s summarizing
of the background reports, the Council’'s work has resulted in the
following:

4 Council reports

21 Council meetings
33 background reports
5 agency reports

12 working papers
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reference groups
conferences
Globalisation dialogues
Globalisation lunches
Globalisation duels
seminars in Almedalen

I essay competition

The Globalisation Council has comprised the following members:

Lars Leijonborg

Kristina Alsér

Hans Bergstrom

Carl Bildt

Urban Bickstrém

Lars Calmfors

Per Carstedt

Dilsa Demirbag-Sten
Anna Ekstrém

Sven Otto Littorin

Wanja Lundby-Wedin

Karin Markides
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Council Chair, Minister of Higher
Education and Research

County Governor, Kronoberg, for-
mer CEO, Mercatus Engineering AB
Associate Professor of Political Sci-
ence, journalist, former Editor-in-
Chief, Dagens Nyheter

Minister for Foreign Affairs, former
Prime Minister

Director General, Confederation of
Swedish Enterprises, former Gover-
nor of the Riksbank

Professor of International Econo-
mics, Chair, Swedish Fiscal Policy
Council

Chair, BioAlcohol Fuel Foundation,
former CEQO, Sekab

Journalist and author

Chair, Swedish Confederation of
Professional Associations (SACO),
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Annex 2

Special statements of opinion

Urban Béckstrom

The undersigned endorses the main tenor of the report. Thus I agree
with the report’s conclusion that questions concerning how Swe-
den is to improve competitiveness and strengthen adaptability must
once again be given the highest priority. There may of course be
some aspects with which I am not in full agreement.

In this statement, however, I would like to address two conclusions
that I do not share or which I do not consider to be sufficiently far-
reaching to improve competitiveness and strengthen adaptability.

I.

116

Section 4.3, A globalised tax system, discusses the need to reduce
state income tax. The principal reason for this is to improve Swe-
den’s chances of competing for the most highly skilled labour,
to mobilise venture capital for new enterprise, to encourage the
development of the service sector by reducing tax wedges, and to
boost employment by offering better incentives.

The method proposed - raising the threshold successively —
is in my view too slow, not least in light of the current global
trend towards rapidly declining marginal taxes on work. Seven
EU countries, for instance, have already introduced a system of
proportional income taxation. A more ambitious target than the
one proposed by the Globalisation Council should therefore be
set. State tax should be gradually eliminated altogether. Besides
having the favourable effects that I have outlined above, such a
move would eliminate the need for the special rules of various
kinds either already present in the tax system or now proposed by
the Globalisation Council. I am thinking, for instance, of the ‘3:12
rules’, of expert tax and of new rules for employee options etc.

In Section 5.2, Retain the Swedish labour market model — make
needed changes to labour law in agreements, agreement-based solu-

FINAL REPORT OF THE GLOBALISATION COUNCIL



tions are recommended in preference to legislative solutions in
the labour law sphere. This is basically a correct approach and
should serve as a starting point for the changes required.

At the end of the section, both the order of selection for the
termination of employment and the rules governing industrial
action are discussed. The partners are urged to settle these issues
in their agreements. Today, this approach looks unrealistic. The
fundamental differences that emerged during the general agree-
ment negotiations over the extent to which the partners were
prepared to make changes in the rules governing order of selec-
tion and industrial action — and over the need for such change
- suggest that this way of tackling the problems will be unpro-
ductive for a long time to come. The report should clearly state
this, and conclude that accordingly it is now up to the legislature
to take the necessary steps.

Lars Calmfors

I support the main tenor of the report. I would like to point out, ho-
wever, that it covers so much ground and contains so many detailed
proposals that it has often been impossible to prepare the latter to
the desired extent. The work of the Globalisation Council thus dif-
fers considerably from that of a regular government inquiry, where
the consequences of proposals tend to be analysed more closely. One
reason for this is that the work of the secretariat and of the Council
itself has at times been pursued along different tracks, which means
that some of the Council’s positions have not been based on solid
analysis on the part of the secretariat. The fact that I endorse the
main tenor of the report does not mean, therefore, that it has been
possible to adopt a position on all the detailed proposals. This is not
to say, however, that very valuable analytical material has not been
produced in the course of the Council’s work. The following are two
examples of insufficient supporting data:

1. The report contains a number of proposals concerning for in-
stance lower capital income tax, venture capital deductions for
unlisted companies, new ‘3:12 rules’ and increased deductions
for household-related services. It is difficult to take a position
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on these proposals without having access to more extensive sup-
porting data. The same applies to some extent to the proposals
concerning the abolition of the temporary austerity tax and the
lowering of state tax, but here we know from other research that
substantial gains in efficiency can be achieved, although at the
cost of a less even distribution of income. In my view, therefore,
these changes in the tax system can reasonably be made in the
long term.

2. The proposal to introduce skills development savings accounts
should have been based on more extensive analysis. One reason is
the current academic debate on the risk of over-education. There
is a danger that skills accounts might reinforce such a tendency.
To offset this risk, it seems advisable to design a skills savings
scheme in such a way that private individuals can choose to
either use these savings for educational purposes or to use them
to supplement their pensions. There is clearly a need for further
analysis in this area.

Sture Nordh

The Confederation of Professional Employees (TCO) proposed early
on that a Globalisation Council be set up to provide a forum where
a consensus could be sought on the challenges facing Sweden as a
result of increased economic integration at global level.

We could see how increasing globalisation was bringing growing
competitive pressure to bear on jobs and welfare. The TCO pointed
out that cohesive policies were needed to enhance security in the
working population during the restructuring process, which would
strengthen corporate flexibility and facilitate a smoother trans-
formation of both the labour market and the economy. From our
viewpoint, the Globalisation Council has been an excellent forum
for achieving consensus on these challenges. It has broadened our
store of knowledge in general and presented a number of important
analyses.

I support the majority of the proposals and positions outlined in
the final report, and would like to emphasise the following in par-
ticular:
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The Council unanimously believes that Sweden’s ability to adapt
will determine how competitive we are in future.

We come out in favour of introducing skills development ac-
counts or insurance as a priority move to enable the adult work-
ing population to develop professionally and acquire further
training.

The Council stresses the need both for further steps to promote
research and for improvements in higher education, in terms of
both quality and quantity. More people must have access to uni-
versity training.

In the fiscal policy sphere, the Council priority is a long-term,
cross-bloc agreement involving changes in income tax, the aim
being to better reward fulltime work and training.

There are also some unclear points in the report, and parts that I am
critical of and which I cannot endorse:

In reference to labour law and the system of social partners in the
labour market, there are sections of text and proposals that show
the Council is completely on the wrong track. This applies for
instance to the argument that the Security of Employment Act
must be changed, but also to the fact that the position taken by
the Council it its report implies that the partners’ responsibility
for developing and renewing the regulations on terms and condi-
tions in the labour market should be subject to appeal. I believe
unequivocally that the partners are fully capable of agreeing
themselves - in their collective agreements — on how a reason-
able balance between flexibility and the employees’ need of se-
curity can be combined with growth and labour market renewal.
What policymakers can do to promote such a development is to
stay away from this sphere and make clear that it will not be
exposed to any legislative changes. The report is mistaken in dis-
puting the capability and legitimacy of the partner system.

The Council states that our future competitiveness will depend
on our ability to adapt and that unemployment insurance is
an important aspect in this connection. But the Globalisation
Council fails to clearly advocate raising the unemployment ben-
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efit ceiling as a way of ensuring that employees enjoy good secu-
rity of income during the jobless periods that the transition will
inevitably lead to from time to time for an increasing number of
people. A high standard of unemployment insurance is the best
means of persuading more people to insure themselves voluntar-

ily.

- In the fiscal sphere, urgently needed reforms must be combined
with the tax system’s basic task, i.e. to provide stable financing
for such things as public sector activities, good terms and con-
ditions for skilled employees, robust social insurance, and, not
least, the kinds of measures that will now be needed to combat
the economic crisis. These must take precedence over the re-
organisation of taxes. The economic crisis may otherwise have
serious consequences, not least the possibility of a weakened la-
bour supply in the post-crisis period.

Wanja Lundby Wedin

I found work in the Globalisation Council a stimulating experience.
In that it brought together so many different stakeholders in Swe-
dish public life, it has probably helped to make us all more knowled-
geable. In my case, anyway, it has proved valuable.

However, a problem for me is that the final report as drafted con-
tains so much that is not in line with the positions of my organisa-
tion, the Swedish Trade Union Confederation (LO), and with the
need to preserve the Swedish model. Although it includes excellent
descriptions of things like infrastructure, pro-environment meas-
ures, lifelong learning and reformation of the finance system, there
is too much that separates us.

Unfortunately, I have been unable to attend the most recent meet-
ings, but the written views on the report that I submitted have been
largely ignored. This applies to a number of issues, but allow me to
mention some important areas where our differences of opinion are
far too great.

—  The view taken of the labour market’s structural problems and de-
mand problems
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The impact of the global finance crisis necessitates reforms in the
financial sector, but in order to deal with the crisis in the real eco-
nomy, measures of a completely different kind will be required. A
substantial drop in demand must be met by finance policy incentives
introduced at an early stage, not by structural reforms.

—  Lower wages for the less productive, as an employment incentive

The crisis is not a cost crisis and wage cuts are no way to boost em-
ployment, as the LO sees it. This proposal widens the gaps in society.
To mention a couple of the alternatives, we can prevent unemploy-
ment from rising and stimulate labour demand by giving the muni-
cipal sector greater economic resources, and we can boost employ-
ment by means of a more substantial deduction to property owners
for building repairs, maintenance and improvement.

—  The need of security of employment, including changes to the Employ-
ment Protection Act

The passages about security of employment are defective and give a
misleading picture of how the Employment Protection Act works.
This applies for instance to the calls in the report for action that
would seriously undermine the law. Also, it conflicts with the views
expressed in the document that changes are best managed through
agreements between the social partners. The LO believes in the
partners’ ability to address the need for flexibility and professional
development themselves. The picture painted in the report may lead
to the conclusion that agreements between the partners can be le-
gitimately subjected to appeal if they happen to conflict with the
policies currently pursued. The views expressed concerning the role
of the agreement system in relation to that of the legislative body
can only undermine the legitimacy of the partner system.

—  The shift towards giving the social partners greater responsibility for
adjustment agreements (which would reduce central government re-
sponsibility in this respect)

The partners can contribute to labour market policy by means of
supplementary measures at an early stage, but we cannot take over
responsibility for it, nor do we wish to. The report pays too little at-
tention to central government’s responsibility for ensuring that the
work-first principle is efficiently pursued and that the requisite in-
stitutional conditions are established.
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— Individual skills development savings accounts

The report contains some good passages on the importance of life-
long learning and skills insurance, but the LO is firmly opposed to
the idea of basing such learning on the individual’s own ability to
save money for his or her own professional development.

—  Taxes

This section reflects a totally new view of the tax system’s priori-
ties and effects, not least in arguing that reduced income tax would
boost employment.

—  Unchanged tax credit for those in work

The LO has made clear its support for a system of just and equal
taxation. We take the view that pay, income from insurance benefits,
and pensions — which are a form of deferred pay - should be taxed
equally. Thus the LO opposes the in-work tax credit scheme.

—  Unchanged rules for labour immigration

The LO’s basic position on labour immigration is that individuals
need protecting against discrimination. The Globalisation Council
has expressed its support for government policy in this respect. In
our view, those who are in a weak position in the labour market
thereby risk being exploited.

—  Unemployment insurance
The Council states that our future competitiveness will depend on
our ability to adapt and that unemployment insurance is an im-
portant aspect in this connection, yet it makes no proposals as to
how the system might be improved. There are two things that are
crucial to the proper working of the unemployment insurance sys-
tem. One is to ensure that the great majority of wage-earners are in-
sured, which means lowering contributions to unemployment funds
so that more people can join them. The other is to raise the benefit
ceiling so that the great majority of wage-earners can enjoy good
income security in the event of unemployment.

These are my foremost objections. There are other, less obvious
ones, where the issues are open to differing interpretations.
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