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Questions regarding social welfare policies in Sweden

1. Sweden implemented a fundamental reform of its pension system in 1997,
adopting a notional defined contribution system. At around the same time, the
income replacement rate of social insurance programs was reduced to 75 percent
in 1996 and then raised back to 80 percent in 1998. Have there been any

changes in pension and other social insurance programs in the 2000s?

2. In Korea, tax-based public assistance programs play an important role in the
fight against poverty because of the limited coverage of social insurance
programs. For example, only about 60 percent of Korean workers are currently
contributing to the National Pension Scheme, and only a small fraction of the
elderly are receiving old-age pension benefits. Public assistance programs aim to

fill such gaps in coverage.

The most important assistance program is the Basic Livelihood Security Program
which provides means-tested cash benefits to the bottom 3 percent of the entire
population. The program is under the supervision of the Welfare Ministry and is
jointly funded by the central and local governments. There have been several
criticisms on the program, including the weak work incentives given to program
participants; a weak linkage with the labor market programs as the latter are
administered by the Labor Ministry; and the heavy financing burden on local

governments and their general lack of interest in the program.

Are public assistance programs also an important policy issue in Sweden? How
are they funded and administered? Have there been changes in the programs in

the 2000s?

3. In the areas of healthcare, long-term care, child care, and education, the Swedish
government has introduced “quasi-markets” to increase competition among service
providers, some of whom are for-profit companies. What has been the overall

assessment on the experiment? How large is the market share of the for-profit

sector?

Sweden is often regarded as providing a model for active labor market
programs. How are the programs funded and administered? Have there been
changes in the programs since the 1990s? What has been the overall assessment

on the programs?

. The unit labor cost in Sweden has barely changed since the 1990s, meaning that

Swedish products have been able to maintain price competitiveness in the global

market. What would explain such achievements?

. Thete was a major tax reform in 1990/1991. Sweden joined the EU in 1995

and enacted reforms to boost productivity in the retail and banking sectors. Can
you explain these reforms in some detail? Did you witness similar reforms in the
2000s? Do these reforms, together with welfare reforms, indicate that Sweden
has been moving away from a rigid welfare state and toward a more

market-friendly economic system?

Was the adoption of the 3-year budgeting framework in the mid-1990s, which
has enabled Sweden since then to achieve and maintain a strong fiscal position,
a part of this movement? Or was it a policy decision that would have been
made anyway regardless of the character of the ruling party to overcome the

crisis in the early 1990s?

- 10 -
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Points of Discussion at the Meeting with VINNOVA

1. ‘Policy mix’ for an effective support to the business R&D

Direct supports to the business R&D in a form of grants or subsidies may be
an effective policy instrument for improving the competitiveness of industries, but
they can also have negative side-effects such as ‘moral hazards’ of the participating
firms or distortion of business-own R&D activities. On this ground, many OECD
countries are implementing various tax incentives and sometimes very careful in
introducing direct support programs for business R&D.

What is the Swedish response to establish an ‘effective policy mix’ for
promoting business R&D and how important is the role of direct supports such as

VINNOVA grants?

2. Effects of support for the Swedish SMEs

Sweden is similar to Korea in the point that business innovation activities are
considerably concentrated on large companies. Based on the recognition that a vital
SME  sector is one of the preconditions for sustained economic growth and
creation of job opportunities, Korea has implemented various policies to promote
SMEs’ innovation activities including creation of a dedicated ministry for SME
issues. However, the results have not been always successful: The productivity gap
between SMEs and large enterprises remains high, and the outcomes of supported
SMEs seem not to correspond to the amounts of financial supports.

How is the performance and outcomes of direct support to SMEs in Sweden?

Do you have any quantifiable evidence on the positive effect of R&D financing for
SMEs?

3. Linkage between academia and business

According to the statistics on VINNOVA’s brochure, about 40% of
VINNOVA’s grants are going to the universities.

11 -

In case of Korea, we have also tried to strengthen the linkage between academia
and industries in order to facilitate the knowledge flow between different sectors.
But at the same time, we have recognized that academia and businesses have
different interests and motivations and, thus, a harmonized and effective
collaboration between them is sometimes very difficult.

Does VINNOVA expect the money going to universities will bring out
cotresponding outcomes for the business? Are there specific policy instruments to

promote the collaboration between academia and businesses?
4. Emphasis on ‘sustainable development’

According to the information drawn from the homepage of VINNOVA,
‘sustainable development’ is one of the priority areas of VINNOVA’s funding. On

which background has this area been selected and how is the status and future

prospect of Swedish innovation capability in this area?
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