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Preface

The present study has grown out of the deliberations on wage
policy at the 1971 Congress of LO, the Swedish Confederation
of Trade Unions. For many years now LO has pursued a
policy of solidarity in wage policy. This can be defined as a
policy which seeks to relate pay to the nature of the work which
an employee carries out and not to the capacity or ability-to-
pay of his employer. At the 1971 Congress considerable
concern was expressed about one of the consequences of this
solidarity, that ‘excess profits’ could and did arise in more
efficient companies as a result of the unions concentrating their
bargaining priorities on low-pay groups. What attitude should
the unions adopt to this state of affairs?

Wider issues were identified as well. Should the unions be
more actively involved in capital formation in industry? Should
they have a greater say in what happens to any additional
company earnings? What attitude should be taken to the
distribution of ownership of assets in profitable companies? As
a result of this probing and questioning, the Executive of LO
was asked to commission a study of worker influence, particu-
larly via some form of collective capital formation.

Dr Rudolf Meidner, a senior economist employed by LO,
was invited to head a working party within LO to study the
problems in depth. At previous LO Congresses in 1961 and
1966 Meidner had put forward various suggestions which
involved the establishment of branch or sector funds. So
the scene had already been set. In August 1975 Meidner and
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his colleagues produced a first version of a report on employee
funds, and this was made the subject of an intensive study
campaign among union members throughout the winter of
1975~6. This consultative process also found a focus in the
responses which 18,000 union members produced to a series
of written questions which Meidner and his colleagues posed
in the study material. As Chapter 6 of this study in parti-
cular brings out, these replies were influential in shaping
the final version of the report, which was published in
time to be discussed at the LO quinquennial Congress in
June 1976.

The Congress accepted the report as a basis for further work
on the subject. The Executive stressed that the Meidner
Report was setting out the basic principles, plus an outline
sketch of possible arrangements, and the Congress agreed to
keep an open mind on the details of the scheme that might
finally be adopted, such as the rate of build-up of employee
investment funds, the scope of the system and the administra-
tive arrangements. Dr Meidner himself indicated that he saw
his study as a contribution to the long-term solution of the
problem of ownership and the distribution of power in
industry and in society.

This study has proved extremely controversial in Sweden,
and it has evoked a wide range of responses in various ways. A
number of critical suggestions have been made and alternative
proposals put forward, for example by a working group set
up jointly by the Federation of Swedish Industries and the
Swedish Employers’ Confederation. The Central Organisation
of Salaried Employees (TCO) has also published a first study
of capital sharing. In that sense the Meidner Report is in the
best tradition of Swedish policy making, that of making
progress on important social and economic issues through
intensive debate and dialogue. Before the Meidner Report had
been completed a Royal Commission was appointed to examine
the subject of employee influence and capital growth, and the
Meidner and other studies will be grist to its mill. It is generally
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agreed that employee participation in the ownership of capital
is an emerging theme for the 1980s, at any rate in Sweden.

This English version of the Meidner study contains the body
of the original text in substantially unabridged form. The
original study in Swedish contained nine appendices running
to 184 pages which documented the detailed studies which
provided much of the raw material for the final text. These
have not been reproduced here, with the exception of a sum-
mary (in Appendix I) of the questions which were put to Fhe
participants in the consultative process and a brief indication
of their responses. There are numerous references in the
main text to these questions, and it may be useful to have them
available in outline. The main points of some of the other
appendices have been incorporated in the main text. The report
also contains references to some major changes which have
recently been made in Swedish labour legislation, and a
summary of this legislation has been incorporated as Appendix
IT of this English edition.

This edition has been prepared by Dr T. L. Johnston.
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Chapter 1

Background, Remit and Aims

The 1971 Congress of LO had before it a report from a special
committee appointed to examine the subject of wage policy,
and the committee and the Congress found themselves asking
what was to be done about the problem of excess profits in
many successful Swedish companies. If the trade unions put
the main emphasis in their collective bargaining on solidarity
and pressed the claims of poorly paid groups, did not this
mean that highly profitable companies escaped with lower pay
bills, and therefore higher profits, than would be the case if
wage policy were to operate according. to the principle of
ability-to-pay? There would then exist some untapped poten-
tial for pay increases.

There was and is no intention of abandoning the wage policy
based on solidarity. Emphasis on helping lower-paid workers
was to continue, and the co-ordination of wage bargaining
rounds was seen as the best means of promoting equity. Yet
there is a dilemma. Employees in successful enterprises have
found that if they do exercise pay restraint there is no way in
which low-paid employees in other firms gain the benefit of
their self-denial. All that happens is that profits in their own
firms rise, and are excessive in the sense that the potential to
pay wages on the part of these companies is not exploited to the
full, owing to the principle of solidarity. Thus the more
successful the policy of solidarity proves to be, the greater
are the undesirable side-effects in the form of these extra
profits.
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Two possible solutions were envisaged in the discussion of
the problem in 1971. Some scheme for taxing profits might be
devised, or some form of funding might provide an answer.
The idea of neutralising these excess profits was the key
question in the deliberations of the 1971 Wage Policy Com-
mittee. Yet it was clear that there was also a longer-term
perspective very near the surface. It was certainly desirable that
companies should be profitable and thus financially sound,
since this would provide greater security of employment. But
it was also essential for the community and the trade unions to
acquire a greater say in the allocation of profits for investment
purposes. Thus it was not only the dilemma of wage policy
solidarity which was being identified, but the far greater
dilemma of how profitability and an increase in private capital
formation are to be combined with democratic control over the
process of capital formation itself. The trade union movement
should have far more insight into and more influence over the
investments of individual firms.

The concentration of ownership of capital was explicitly
recognised as an issue. How should it be tackled? Perhaps there
might be some kind of arrangement for redistributing profits
within particular companies, via industrywide or sector funds,
or through some kind of fund which covered the whole front
along which LO operates. Various proposals originating in the
Metalworkers’ Union focused these matters for the 1971
Congress, and the present study has taken them into account in
its analysis and recommendations.

Our primary task in this report is therefore to resolve or at
least reduce the conflict between trade union solidarity and the
need, for purposes of distribution® policy, to restrain the
profits of successful enterprises. Our second objective is zo
check the concentration of wealth among traditional groups of
owners which is the inevitable concomitant of industrial self-
financing. This is of course merely one part of the problem of
the unequal distribution of wealth in Sweden. However, we
do not propose to concern ourselves with this wider question
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of ownership and with the taxation of individual persons
through wealth, gift and inheritance taxes and capital gains tax,
but to confine ourselves to the narrower question of industrial
ownership. Not only is this a part of the problem where
inequality is very much in evidence; it is also one of major
strategic significance.

These two objectives relate to equity and matters of distri-
bution. A third aim is to discover ways in which we can
increase employee influence over the economic process.

We can therefore identify three aims for this study:

(1) To complement the wage policy based on the principle of
solidarity.

(2) To counteract the concentration of wealth which stems
from industrial self-financing.

(3) To increase the influence which employees have over the
economic process.

There is an obvious common element among these three
goals, in that they are all concerned with distribution policy.
There is the fear that if wage solidarity is successful this will
lead to an unintended shift between the incomes of capital and
labour, to the detriment of the latter. Industrial expansion
largely takes place via self-financing, which means that the
increase in assets (a prerequisite for growth and progress)
accrues to the owners of capital. Intensive changes in the econo-
mic structure accentuate the concentration of ownership and
thus of power.

There is nothing new in this. Wage solidarity has been
pursued in Sweden for years. Capital growth via self-financing
has been going on for as long as modern capitalism has been in
existence. The process of industrial concentration is an
obvious consequence of constant changes in economic struc-
ture, the scope of which was demonstrated in official studies
many years ago. The concentration of economic power, also a
problem of distribution, is a phenomenon which has long been
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noticed and discussed. What is new in the situation is that these
problems are more and more being experienced as central or
key problems and they have been drawn into the spotlight
which has long been shining on other issues, such as inflation,
the structure of the economy and intensive social reform
work. The discussion at the 1971 Congress and our subsequent
remit indicate that a fundamental social question of distribution
has again become topical, and also that trade unionists have
begun to see some connection between capital formation and
the amount of influence which employees have over industrial
life.

The distributive aspects of continued economic growth have
also been attracting increasing attention beyond trade union
circles. The most recent Long-Term Economic Survey of the
Swedish economy, published in 1975, discussed the outlook
towards the end of the century, and suggested that social
balance would require that the gains from growth were divided
equally among various groups in the community. Another
group of experts, working on behalf of the Industry and Society
Studies Group (SNS), observed in a recent discussion of
future investment that some form of employee funds will
probably provide the long-term solution to the prevailing
conflict between the growth of capital and the distribution of
wealth.

The objectives we have set out are thus identifying some-
thing much more pervasive than a trade union concern alone.
Even within that broader framework, however, it has not
proved possible for us to range absolutely freely in our
inquiry. We are conscious of certain conditions which set the
scene for us. A number of these are algeady given and generally
accepted, and therefore require no detailed discussion. First
and foremost among them there is the demand for full employ-
ment, or jobs for everyone. The achievement of this most
fundamental of all our aims must not be prejudiced by any
reforms in policies towards redistribution.

Closely related to this is the demand for a high level of
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capital formation; indeed, this is an essential condition for high
and rising employment. The Swedish economy is very
exposed to foreign competition, and a high investment ratio
must accordingly be sustained in order to defend our position
in foreign markets. Probably few trade movements are as
positive as the Swedish one in their attitude to a high level of
investment, to the steady expansion and technological regenera-
tion of the apparatus of production. This can be attributed not
so?ely to a ready appreciation of economic relationships but
prlmarily to a successful employment and labour market
policy. Our terms of reference do not expressly require that
the outcome of our mission should be the recommendation of
a higher level of capital formation. Nevertheless, the assump-
tion is a fairly obvious one; our solutions must not exacerbate
the problems of providing the investment which the authori-
ties consider desirable.

Another important stipulation is that any attempts to meet
our three main objectives should be neuzral with respect to costs
wages and prices. A measure of distributive policy whic};
imposed a cost burden on enterprises could conceivably be
shifted on to prices and be inflationary without at the same
time achieving any real redistributive effect. It also follows that
wage policy must not be prejudiced, and wage bargaining
must be assumed to exploit to the full the possibilities for
consumption, without being responsible for the relationship
between consumption and saving.

Ij“inding an arrangement which reinforces solidarity in wage
policy must finally satisfy the obvious condition that it does
not run counter to the main aim of that policy, which is to
equalise incomes between different groups of employees. This
means t'hat.any profit-sharing scheme which gave rise to new
disparities in income within the total aggregate of employees
would not be acceptable to the trade union movement.

We have accordingly to conduct our search for solutions to
the problems which we have posed within a fairly narrow
framework of specific objectives and conditions, and this in
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