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Forord

Den svenska produktivitetsdelegationen frdn borjan av 1990-talet
leddes av Klas Eklund. I den har rapporten presenterar han
delegationens slutsatser och blickar framat, pa Sveriges framtida
produktivitet. Rapporten dr en omarbetad version av ett inldgg vid
Produktivitetskommissionens seminarium den 16 mars 2022.

En central utgangspunkt i rapporten ar produktivitetens betydelse:
utan fortsatt produktivitetstillvaxt &r det bland annat omojligt att
varaktigt uppna hogre realloner for Sveriges lontagare.

En annan central utgangspunkt ar behovet av breda och férdjupande
studier av svensk produktivitet. Mycket har hint i svensk ekonomi och
politik under de senaste 30 dren, men detta har dnnu inte belysts pa
ett sammantaget satt utifran ett produktivitetsperspektiv.

Det politikomrdde som forfattaren lyfter fram som det allra vikti-
gaste for Sveriges langsiktiga produktivitetsutveckling ar kunskap.

Det gdller hela utbildningssystemet, men lika mycket det livsldnga
larandet och mojligheten att stdlla om mitt i livet. Andra prioriterade
politikomraden &r infrastruktur (den fysiska och den digitala), teknisk
utveckling och innovation.

Stockholm, 2022-04-10

DANIEL LIND
Forskningsledare for Facken inom industrins produktivitetskommission
daniel.lind@arenagruppen.se

Produktivitetskommissionen &r ett tredrigt projekt som finansieras

av Facken inom industrin och som drivs i samarbete med den parti-
politiskt obundna, fackligt orienterade tankesmedjan Arena Idé.
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Summary

Productivity growth is decisive for the development of production and
income. In recent years, Sweden’s productivity growth has been on
par with her peers. Previously, we have seen great swings. During the
1970s and 1980s Swedish growth was slow, but during 1992-2007 it
was higher than the OECD average. One reason was that the Swedish
economy in the 1970s and 80s suffered from several factors which put
a brake on both physical and human capital formation. After a deep
crisis in the early 1990s, however, comprehensive economic reforms
amended or eliminated a number of these problems.

This paper discusses productivity through the lens of the “Productiv-
ity Delegation”: a public investigation in 1989-91, which I chaired and
which still - until this new initiative taken by the unions within indus-
try — is the most comprehensive study of Swedish productivity; both
theoretically and empirically.

The Delegation worked in the spirit of Joseph Schumpeter and Erik
Dahmén, putting creative destruction in focus. Factors of production —
labour and capital — was not seen as fixed or given. Rather, the crucial
task is to develop and upgrade these means of production, through
education, skilling, investments and technological development.
Consequently, institutional factors driving this qualitative improve-
ment are crucial. The Delegation divided this into two main categories:

» Transformation pressure — companies should not have an easy or
well-paved path ahead. Instead, they should meet stiff competition and
earn their profits through technical change, new business models and
new products.

« Driving forces - the incentives to upgrade forces of production.

If workers, owners and companies succeed despite tough transforma-
tion pressure they should be allowed to be richly rewarded.

In both these respects, the Swedish economy degenerated in the 1970s
and 1980s. Repeated devaluations made also non-productive compa-
nies profitable. Large segments of the economy were sheltered. Incen-
tives for investments and improvement human capital were weakened
through a number of factors, both before and after tax.

Reforms in the 1990s made the situation better, and productivity
boomed. In the recent decade, however, the positive effects seem to
have gradually petered out. The paper consequently tries to define a
number of tasks for the new Productivity Commission today, both
analytically and when it comes to policy recommendations. These
include:

« Private services tend to lag. Here a number of measurement prob-
lems need to be tackled and incentives for productivity growth needs to
be strengthened.

« The public sector faces similar problems, but in some cases even
harder. They need to be addressed, not least because we want income
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growth to be more inclusive than it has been in recent years. For that
we need better education and better health care.

o Technical change and innovation must be speeded up. They are
foundations for future productivity.

o Internationalization is an important component of transformation
pressure. The present trend towards de-globalization is therefore
dangerous for a small open economy like Sweden.

o Infrastructure — both physical and digital - must be modernized
and upgraded. An acute task is to solve the threats to energy and
electricity supply.

e Most importantly, the skills and knowledge of human capital need to
improve — which necessitates vast reforms of the educational system.
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Introduction

Productivity is tremendously important. Paul Krugman once famously
quipped: “Productivity isn’t everything, but in the long run it’s almost
everything. A country’s ability to improve its standard of living over
time depends almost entirely on its ability to raise its output per work-
er’.

He was right. Productivity is shorthand for how we use our resourc-
es — land, capital, knowledge, i.e what we get out of them, related to
what we put in. Consequently, productivity growth is the long-term
major source of economic growth and income growth. Thus, it is the
key to lifting people out of poverty and building a wealthier, more
secure society. Looking ahead, productivity will be even more import-
ant since the greening of our economies mean we need to economize
with our resources. A probable slowdown of population growth and
fewer people in the work force also means productivity improvements
will be necessary to enhance standard of living.

Consequently, I am very happy that a number of Swedish unions
have decided to join forces and undertake this vast study. The topic is
important per se, but it is equally important that Swedish social part-
ners show an active interest in analyzing it and take up the task of
improving productivity growth — a task that presently does not take the
space in the public debate that it deserves.

Many years ago, I chaired the “Delegation on Productivity” (Produk-
tivitetsdelegationen) and, furthermore, chaired a special committee on
the economics of the public sector (ESO) which attempted to measure
productivity in the public sector.

The task Daniel has given me is to present the findings of the
investigation made by the Productivity Delegation and discuss lessons
and developments since.

I will do this in three steps. Firstly, summarize the work and find-
ings of the Delegation, secondly discuss developments since then, and
thirdly give my views on what the new Commission should do.
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The Productivity Delegation

Background

The 1980s was a period of slow productivity growth. This was common
for many countries in OECD, but it was particularly obvious in Swe-
den. In the early 1970s, Sweden’s GDP per capita was 8 per cent above
the OECD average. By the late 1980s it was 1 per cent below average.
The slowdown of productivity growth resulted in several problems:
Slow income growth, high inflation and problems to fund the public
sector.

The Productivity Delegation was set up by the government in 1989
to investigate why this had happened and what could be done about it.
It was an expert group, with no active politicians, but including econo-
mists from academia and the social partners. We also had some practi-
tioners from business. Its first chairman was Allan Larsson, who at that
time was head of the Labour Market Board (Arbetsmarknadsstyrelsen).
After a crisis of government in 1990, he joined the cabinet as Minister
of Finance and I was asked to take over as chairman, after previously
having worked as Head of Planning at the Ministry of Finance.

It turned out to be a huge undertaking. The delegation itself had
no less than 19 members, and on top of that some 40 people were
involved in writing ten special reports which were input to the main
report. We also published a separate anthology about the labour
market. We worked hard to finish ahead of schedule - a productivi-
ty investigation must not be seen as slow! — and presented the main
report — some 450 pages — to the Prime minister in 1991, Filled
with brilliant analyses — or so we thought. But then the crash of 1992
arrived, sucked up all political oxygen and our report was put on the
shelf - for a while. However, some years later, in the aftermath of the
crisis, many of our proposals were adopted.

Methodology
At that time, four different hypotheses were in vogue among
economists to explain slow productivity growth:

1. The slowdown was the result of a number of one-off effects (such

as the oil crisis) and policy mistakes.

2. The slowdown was caused by the weakening of several positive
secular trends which had propelled the global economy after WWII,
e.g trade liberalization, reconstruction and pent-up consumer demand.
3. The slowdown was caused by increasing inertia and inefficiency,
rigidities, visible in stagflationary tendencies in many countries.

4. Management in big business had increasingly become fat cats,
protecting old business, slow to adapt to changing circumstances.

1 ”Drivkrafter fér produktivitet och vélstand”, SOU1991:82. The magazine for Swedish economists,
Ekonomisk Debatt, devoted a special issue to productivity and our report. I wrote an introduction, which
also can be read as a summary of the main report: “Drivkrafter och omvandlingstryck fér hégre produktivi-
tet”, Ekonomisk Debatt 1/92.
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We took an eclectic approach and found some plausible answers in
each of these explanations but avoided to squeeze our report into any
overriding, existing narrative. The delegation also from the outset stat-
ed that we would not pay much attention to the dominant theoretical
approach among economists: The Solow model and “Growth account-
ing”.

The starting point for the growth accounting approach was a highly
stylized view of an equilibrium growth path, where the contributions
of capital and labour to GDP are calculated, using rather intricate
mathematical formulas. The stylized fact of the model was that capital
accumulation is key to higher GDP - but actually the assumption
of long-term equilibrium means that long-term growth cannot be
explained by the model. Technical change is seen as something
“exogenous” (the theory of endogenous growth was new and not very
developed at that time). Actually, when applied to the real world,
the Solow model left out more than it explained.

A Schumpeterian framework

As practical persons we were more interested in the Schumpet-
er-Dahmén approach, where rivalry, innovation and frictions play a
decisive role. Therefore, we took a broader perspective, trying to iden-
tify the underlying driving forces and obstacles to innovation, invest-
ment and human capital formation, also including institutional factors.

Creative destruction became a center piece in our view. Factors of
production are not static or given. They change over time. Productivity,
innovation and high-quality institutions build competitive advantage
and over time upgrade them further.

With such a starting point the longer-term important task is not to
do your best with the existing set of production factors but to upgrade
and refine them over time - to increase the skills and competence of
the labour force, speed up technical development, increase and im-
prove the capital stock etc. To do this, a society need what we called
transformation pressure and driving forces.

» Transformation pressure means that companies should not have an
easy, paved pathway ahead. They should be subject to hard pressure to
improve, to need to increase productivity in order to gain profits. Gov-
ernments should not protect markets — on the contrary, markets should
be open (both to foreign competition and new challenging technologies
in start-ups) and companies must work hard to become profitable.

« Driving forces are the incentives to improve the quality of produc-
tion forces and improve the allocation of resources in the economy.
Transformation pressure should be high - but if companies and
organizations manage to meet them with high productivity, they
should be allowed to be richly rewarded.

So, it is this interplay of forces — this clash between pressure and incen-
tives — that decide productivity gains in a modern, open economy.
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Our findings

Within this general framework the delegation set out to investigate
the changes of transformation pressure and driving forces for human
capital formation, real capital accumulation, technical development
and resource allocation in Sweden during the 1970s and 1980s. This is
what we found:

e Human capital development in Sweden had suffered from poor
quality in education, misallocation of resources (e.g lack of engineers)
and poor governance. Importantly, wage formation had changed
sharply in the 1970s. The premium on education fell drastically as
wage differentials shrank and marginal tax rates were hiked. This

also diminished the returns on skilling, reeducation and competence
development.

» Real capital formation was hurt by repeated devaluations which
showered many companies with high profits without them having

to contribute themselves. A continued weakening of the currency
increased the real rate of interest and the costs of borrowing for invest-
ments. Domestically, corporate taxation protected old companies but
punished start-ups. Wealth taxes punished family-owned companies.
Infrastructure investments were lacking.

« This, of course, slowed down technological development and
technical change. Swedish business was still concentrated to big, old
industrial companies, with only a few successful new arrivals
(primarily in retail services).

« Resource allocation was hampered by the fact that large sectors
(more than 75 per cent) of the economy were sheltered - infra-
structure, construction, a large part of the private service sector

and almost all of the public sector. Other sectors such as agriculture
and communications were heavily regulated.

e Allin all, we found clear evidence that incentives for human and real
capital had weakened. At the same time, transformation pressure had
also weakened. Productivity had been hit by a double whammy.

However, this also gave cause for some positive conclusions, namely
that the scope for improvement was great. So, our message was serious
- but also in one respect optimistic. If driving forces for human and
capital formation were improved and transformation pressure sharp-
ened, Sweden could embark on a path of more rapid productivity (and
income) growth.
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Figure 1. Labour productivity growth in the manufacturing sector.
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Indeed, this is also what happened. After the acute crisis in the early
1990s, a number of comprehensive reforms were undertaken, several
in the spirit of our proposals. The result was remarkable: For the 15
years from 1992 through 2007, productivity in business rose rapidly, in
particular in manufacturing where production per hour worked more
than doubled in real terms. Sweden’s productivity growth was during
this period higher than her peers. It should be noted, though, that part
of the improvement was caused by the cyclical upswing after the deep
crisis in the early 1990s. I cannot seriously claim that all improvement
was caused by the Productivity Delegation’s wise advice...
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After our report

In retrospect

Looking back at our report some 30 years later, I still find I readable.
Several conclusions still hold. Nonetheless, there are many things we
could/should have done better, had we had more time and resources.

o At that time, Sweden had passed the peak of manufacturing. Services
were rapidly increasing their share of GDP. This created a number of
new theoretical and empirical difficulties as regards the definition and
measurement of productivity in services. We were not able to solve all
these complex issues.

e Same in the public sector. We had identified the expansion of a
strictly regulated public sector as a source of slower productivity
growth. Actually, the rules of thumb used at that time - public sector
contribution to GDP was simply measured as the costs of production

- probably overstated productivity. The problems were, consequently,
greater than official statistics told. But we did not look very deep into
1) measuring the productivity in the public sector itself, 2) measuring
potential impact of public sector (health, education, infrastructure) on
productivity in the rest of the economy.

e The productivity of the financial sector was also more or less over-
looked. Sure, there was a discussion of technical productivity measure-
ments within the banking system, but we failed to explore the potential
effect of finance on the rest of society — both pros and cons.

o Another issue which I later deplored we didn’t dig into was the differ-
ence between large companies and SMEs. Often, the large companies
are able to increase productivity more in the short term, not least because
they can exploit global trade and diversification of suppliers more system-
atically. On the other hand, start-ups with new business models can have
a great role longer term in renewing technology and spurring innovation.

Several of these issues have been explored to some extent. The year
after we published our report, I became chairman of ESO (The Expert
group on Public Economics) and as such I pushed for a series of studies
of productivity measurement in the public sector. Sadly, they indicat-
ed a broad decline of productivity. These studies were rather narrow,
primarily measuring unit costs, and were not adjusted for quality. But
at least they were a necessary first step.

Secular stagnation?

During the past decades GDP growth as well as productivity growth
has slowed in most OECD countries. In particular, this has been visible
since the financial crisis of 2008. Also in Sweden productivity growth
slowed down, but Sweden does not stand out any more. While our
growth was slow during the 1970s and 1980s, and rapid between 1992
and 2007, our productivity growth since the great financial crisis has
been on par with that of our peers.
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Figure 2. Contributions to productivity growth in advanced economies
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The slow growth caused a debate among leading economists about
what Larry Summers called “secular stagnation”. In an era of rapidly
rising educational standards and falling interest rates, most economist
would have predicted higher productivity courtesy of more qualified
human capital and more physical capital investment. But that did not
happen.

Summers claimed that the problem predominantly was one of lack
of demand. Arguably, increasing inequality could be one cause; as
income of wealthy people increased more than for mid-income and
low-income earners, the savings ratio tended to increase. Another rea-
son could be slower investment growth, as investors did not fully take
into account falling real rates of interest, resulting in too high demand
for rates of return on investment. Thus, many real investment projects
were scrapped. Instead, more capital flowed into financial investments.

Robert Gordon chipped in that the important problems were rather
to be found on the supply side. Innovation (despite all the hype about
the tech sector) seemed to have slowed down, not giving the same posi-
tive societal returns as in previous industrial revolutions. Furthermore,
it seemed the skills obtained from education did not rise as much as the
costs of education — meaning that productivity in the educations sector
per se diminished, as well as the indirect productivity gains from educa-
tion we would have expected in the economy as a whole.

The debate was never resolved, so in a sense we have an over-deter-
mined explanation of the secular slowdown, with underlying driving
factors both on the demand side and the supply side. Surely, some of
these issues bear also on the Swedish case.

This leads me — finally - to some comments on the task of the
productivity commission. And to highlight some particular chores or
difficulties which you need to tackle.
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Looking abead
Your commission is facing a number of challenges. Both methodologi-
cal and economic-political.

e Which theoretical and methodological nuts do you need to crack?
Concepts, measurements, definitions?

» Which actions are most important for productivity growth?

e Which can you affect with concrete proposals?

Let me offer some views, where I mix these different aspects together.
Hopefully not in a too confusing way...

The need for a broad-based approach

As already mentioned, productivity growth in the OECD area has
slowed down. The trend was visible already before the global financial
crisis in 2008, but has become even more pronounced since. Upswings
have been more shallow, while declines have been deeper.

A major factor has been the growth of services. As manufacturing’s
share of the labour force has shrunk, employment has instead in-
creased in service sectors. Productivity growth (as measured) has been
slower in services, meaning that this reallocation of labour has slowed
down productivity growth overall.

While this negative trend has persisted, international studies in-
dicate that productivity gains have come from better education, inno-
vation and investments in physical capital — which are the recurring
patterns that we have seen also previously. However, investments in
real capital have been much smaller than expected, given the fall in real
rates.

For Sweden, no comprehensive productivity study has been done
since the Productivity Delegation, but my belief is that these general
observations hold also for Sweden. If so, any productivity study needs
to be broad-based. It needs to review the effects of the reallocation of
labour between sectors, while also studying the determinants of invest-
ment, the quality of education and skills improvement and the factors
that drive innovation and technical change.

So, here are a number of intellectual and political nuts for you to
crack (in no particular order):

The service sector
The service sector is growing ever more important and I hope you can
include services in your analysis, one way or another. Several studies
imply that the main productivity challenges in Sweden lie within the
service sectors. Manufacturing is doing well, also in an international
comparison. But services are lagging. And reallocation of labour from
manufacturing to services thus slows down aggregate productivity
growth.

So why is productivity growth slower in services? That might to
some degree depend on measurement difficulties, but probably more
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on the fact that historically, it has been more difficult to increase pro-
ductivity when the “product” involves meeting a customer face to face
which makes it more difficult to substitute labour with real capital.

That may be about to change, courtesy of IT and digitalization. But
IT has also meant that services in important respects are merging with
manufacturing. Any manufacturing company today hire a large num-
ber of white-collar workers, often more than blue collar. A lot of their
value added comes from service components — a share which increases,
courtesy of digitalization and Al. At the same time many services are
becoming more “industrialized”. A lot of the tasks previously manual
are now taken over by robots, apps and Al

This means that old sector definitions and divisions - e.g between
manufacturing and services — are obsolete. Even the division between
capital and labour becomes blurry as “goodwill” and “human capital”
is a mix. For you, I conclude that an investigation into manufacturing
actually necessitates a deep dive also into modern services.

Finally, let me add that an investigation of productivity in services
also needs to take a special look into financial services. This is a sec-
tor which has grown as a share of GDP and employment, with high
salaries (on average) and consequently a rising share of value added.
This would indicate rising productivity, and we do see technical change
— from ATMs, to digital payments and automated credit information
etc — speeding up services to clients. But we also see increased volatili-
ty, sometimes spilling over into financial crises — which we know hurt
productivity in the real sector. What is the net effect? And would it be
possible to reform the financial sector in a way to make it less prone to
crises?

The public sector

I would also claim that public services are fundamental for the devel-
opment and transformation of the economy as a whole. This is partic-
ularly important if we want growth to be inclusive. Education, health
care, security, infrastructure — say no more!

Here, we see both empirical problems and statistical quirks. If we
look strictly to unit costs of production, it seems that productivity (not
only growth but the absolute level of productivity) has fallen during the
last decades, not least in education. Costs have increased, but the re-
sults have not improved at the same rate — some actually seem to have
deteriorated. That is obviously detrimental to productivity in the entire
economy.

But here we meet another set of methodological difficulties. What
happens if we take into account that educational goals have shifted at
the same time as the starting points of many students are lower now?
Pupils are nowadays supposed not only to gain knowledge in the old
sense but also to gain an increased understanding of complex societal
processes. At the same time the number of children with a poor knowl-
edge of the Swedish language has increased. This could be seen as a
tougher task for teachers. How should we take that into account? And
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what about the hot topic of increasing market influence in education:
how has that affected quality? Good questions, lacking good answers.

Similar questions can be asked about health care. A healthy labour
force is beneficial to productivity in manufacturing. The Swedish pop-
ulation is indeed healthy. But there are some signs that productivity
in this sector is not as high as it ought to be. The average life span in
Sweden is still long, but relatively seen — compared to our peers — it is
not as long as it was 40-50 years ago. You might say this means overall
productivity in the health sector has grown slower than in several other
countries. There are, of course, a number of more concrete indicators.
What does it mean that the numbers of patients visiting doctors have
fallen while the number of doctors per capita has increased? Is that a
sign of lower productivity? If so, this is a problem also for the sectors
you will investigate.

I conclude that you, one way or the other, need to address how pro-
ductivity in the public sector should be measured and increased - not
least in order to indirectly spur productivity in the sectors which are in
focus of your investigation.

Innovation and technical change

Let us move to issues where you might have a more direct interest. In-
novation and technical change are core factors in productivity growth.
Also here, we encounter both methodological and practical issues.

Many people claim this is an era of historically rapid technical
change. Indeed, there is an immense hype surrounding new technolo-
gies such as Al, genome research, space technology etc. But still, aggre-
gate productivity is not rising the way it “ought to”. Why is that?

Methodologically, how should we separate quality from price when
technology takes leaps? As new products and services include higher
quality, price increases should not be seen as inflation but rather com-
pensation for higher quality. Consequently, how to resolve this seem-
ingly esoteric issue is important not only for measuring productivity
but also for inflation. Previously, “hedonistic indices” have been used
for this. But the task has become increasingly complex as digitalization
conquers more companies and sectors. I don’t know the solution, but I
hope you can furnish us with some tentative answers.

An even more difficult question is how to account for customers’
input with new data. When we interact on social media, shopping sites,
look at ads etc we - the customers — actually supply the companies
with new raw material, i.e data. So we are both customers and produc-
ers, at the same time. How should economists adjust both input and
output data to take this into account?

Once you have solved these simple little questions, we come to poli-
cy actions. Here, an often-heard strategy is to push more public money
into R&D, often with some tax break structures. Personally, I see this
as a rather narrow and inefficient way forward, given the size of the
tasks ahead. Furthermore, international experiences from such subsi-
dies are mainly negative.
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Much more important is to try to build a society with - to remind
you of the Productivity Delegation again - transformation pressure
and driving forces for innovation. Here you need to dive into issues of
cooperation between universities and business, a tax system which en-
courages entrepreneurs to innovate, access to seed and growth capital
during early stages of the company life span. And so on.

Internationalization

This is an issue which has become painfully important in recent years,
as pandemics and war have hurt global value chains, trade and direct
investments. Trade and internationalization of production has histori-
cally been an important driving force of productivity. Thus, an import-
ant vehicle for productivity growth in the future is to guard free trade
and access to international markets.

But also here, we run into methodological difficulties. Value chains
these days often run through several countries/jurisdictions. Different
rules of accounting as well as different tax systems affect how com-
panies choose to report where production takes places. This makes it
more difficult to calculate national statistics. What is “Swedish” pro-
ductivity data in a world where “Swedish” companies work globally?
OECD is working with something called “Global Value Chain In-
come”; are you going to use (or refine) that?

Given that you can say something clever about measurement, what
then about the rise and decline of global value chains? Arguably, glo-
balization should have increased productivity. But what will happen
now, as globalization seems to be in partial retreat, due to trade wars,
hot wars and pandemics? Companies move from “just in time” to “just
in case”. Trade becomes more regionalized. How will that affect pro-
ductivity? A guess is that it will hurt an open economy like Sweden. But
how do we meet that threat?

Infrastructure and digitalization

Infrastructure is an important source of productivity growth. This holds
both for old-style physical infrastructure - roads, railroads etc — but
also for modern, digital means of communication. Here, we know that
parts of the existing Swedish infrastructure are crumbling. Railroads
are crowded, creating delays in transports. Roads around the big cities
are congested. Air connectivity to the global economic hubs is in dan-
ger, as Arlanda risks losing out in international competition.

Looking ahead, Sweden seems to have lost the edge we had in the
early days of digitalization. International rankings indicate that that we
are slipping. The roll-out of 5G is slow, and OECD ranks the “digital
maturity” of the Swedish public sector among the very worst. Another
aspect of infrastructure is energy and electricity. Here, we are all aware
of acute and rising problems. Electrification is taking great strides — but
the future supply is in doubt. We need both new energy sources and
greater capacity for distribution. Slow action here is a recipe for high
costs and slow productivity growth.
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But choosing among infrastructure investments is not that easy.
Measurement of the rate of return is complicated. Worse: Even if econ-
omists come up with a way to rank investments according to societal
return, government and parliament may choose infrastructure invest-
ments with inferior public economic consequences. At least, this is
what they have done in Sweden...

So here we come back to the productivity of the public sector, in-
cluding the quality of public decision-making. Maybe the governance
of public sector and public investments should be an issue for you?

Human capital

Long term, the quality of human capital is the most important driving
force behind productivity growth. This means the quality of educa-
tion is crucial, but also re-education, vocational training, re-training
and skilling during the entire work life. These days, this task crucial-
ly includes the training of immigrants with poor level of education,
retraining of labour which loses their job due to restructuring and new
technological break-throughs. But also, the ability to attract high-level
international experts.

Obviously, this is not something which can be “solved” just by
lengthening the years in formal schooling. Also here, we need a com-
prehensive strategy for life-long learning, possibly with a totally new
organizational structure, as well as a system of taxes and wages which
give strong driving forces for upgrading competences.

Here there are a number of disconcerting observations. The deg-
radation of quality in public schools is obvious, where many children
leave basic school without even elementary skills. But on a more gen-
eral level we are confounded by a great riddle: We have never been as
educated as today. Still productivity does not seem to have taken off as
a result of our ever-increasing knowledge. Despite sharply rising costs.
Is there something wrong with the education system - do we measure
the right things?

Let me make an unscientific guess: as our economies moved from
zero education to primary, and then from primary to secondary, many
more people got skills which empowered them to perform more,
originally simple and after a while more complicated tasks. But today
we move from secondary to tertiary education, which is much more
expensive and often not at all as focused on productive tasks. Some-
times higher education is more consumption than investments, often it
functions as a very expensive screening function.

Obviously, higher education needs to be much more focused on
skills which are needed in real, economic life...
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Final words

It is impossible to try to summarize these long ramblings into a coher-
ent and concrete action plan. But it is obvious that a broad, comprehen-
sive strategy for productivity growth is necessary. It should comprise a
wide range of proposals to improve the quality of human capital, mod-
ernize infrastructure, speed up innovation and digitalization, support
competition and free trade.

Your task is important — and huge. Both the size of the undertaking,
the technical difficulties and obstacles you will meet. I would claim
today’s intellectual challenges are greater than those the Productivity
Delegation faced 30 years ago.

But if you succeed, you will be able to give great, positive contribu-
tions to the Swedish economy, to competitiveness and real income.

Best of luck!
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