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Abstract


This paper studies a Swedish case of social democratic green industrial policy.  Sweden presents a country that is often seen as a ‘model’ social democracy and a country with progressive environmental policy.  The current social democratic administration, under Prime Minister, Göran Persson has advocated a gröna folkhemmet (green welfare state) as a new and noble mission for Swedish social democracy.


Ecological modernization is used as a theoretical approach to analyze the discursive construction of the gröna folkhemmet and to evaluate the outcomes of Swedish green industrial policy.  Ecological modernization is presented as a discourse that can take multiple forms.  It can interact with social democracy in such a way that ecological rationalities and traditional goals of social democracy related to welfare, power, equality and solidarity are strengthened or it can provide a boon to neo-liberalism by keeping social democracy on its, present, defensive tract.


The Local Investment Program is the major policy studied.  It was Sweden’s largest environmental investment initiative, providing grants to municipalities for sustainable development projects.  This study examines how a traditional social democratic policy approach and Sweden’s social democratic institutions contributed to achieving goals related to environmental equality, economic competitiveness and innovation.  The success of the program is partly related to Sweden’s strong support for ecological criteria and the strength of the public sector.  Yet, the policy lacked a clear direction with regards to innovation and competitiveness in the private sector.  This is in part due to social democracy’s inability to mobilize like-minded actors at the micro-level within communities and workplaces.  I assess what form of ecological modernization is suggested in the evaluation of the Local Investment Program as a green industrial policy.  Specific emphasis is placed on the role of the labour union movement in the discourse of the gröna folkhemmet and in social democratic green industrial policy.


The paper concludes by discussing how a green industrial policy based on a discourse of ecological modernization presents numerous contradictions and challenges that can provide the impetus for radicalization or retreat for social democracy.

Foreword


This paper is an important component of my Plan of Study, titled Ecological Economics.  The approach taken in this study stems from the earlier work I have completed in this degree, which explores ecological economics as a heterodox school of thought.


Upon a wide survey of approaches to ecological economics, I have situated my own research interests in political ecology in industrialized countries.  I have studied institutional economics with respect to environmental issues, which has involved questioning many of the behavioural assumptions of the neoclassical school and examining alternatives methods of research.  Following, Peter Söderbaum (2000) I believe it is important to view people as Political Economic Persons and Organizations as Political Economic Organizations, to incorporate the multiple forms of value that are relevant for environmental issues.  Consideration of economies as historical and dynamic; involving actors with incomplete information and multiple forms of valuation, directs studies towards issues of discourse, networks, ideology and social relations.


Thus, the approach taken in this study stems from research that was conducted in three of my components 1) ecological economics as a meta-discipline 2) institutional micro-economics and 3) methodological clarity.


 This major paper is in large part intended to fulfil my component related to left-green politics.  The research for this major paper has required me to consider social democratic political theory, eco-socialism and the industrial policies of social democratic governments.  The case of Sweden has provided me with an example with which to examine the successes and failures of a practical application of environmental policy by a social democratic government (and movement) in an industrialized nation.  The assessment of theory and practice in the Major Paper has helped me fulfill the requirements for my Plan of Study.  In addition, the research process itself has been a valuable learning experience.
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Introduction


I was reminded of what inspired me to undertake this study when I attended a meeting of the Community Bicycle Network (CBN) in downtown Toronto on January 19th, 2005.  The CBN was sponsoring a speaker series on sustainable cities in its downtown workshop; and this evening’s speaker was Jack Layton, a long-time Toronto city councillor and leader of Canada’s New Democratic Party (NDP).  A group of largely younger people were crammed in-between bicycle frames, tires and tools hanging from the walls to hear him speak.  Layton beamed in this milieu, which struck me as odd for a leader of Canada’s social democratic party.  Previous NDP leaders were better known to speak in union halls, which would have been about the same size as this bicycle repair shop in downtown Toronto’s trendy Queen St. West strip.

Layton took the leadership of Canada’s NDP two years prior with a commanding first ballot victory.  He ran on a strong pro-environment platform, calling for a ‘green industrial policy’.  Labour support for this policy was forthwith: the Communication, Energy and Paperworkers Union were strong supporters of the Kyoto protocol to reduce greenhouse gases and the first union to endorse Layton during the leadership contest.  Before the Spring 2004 election, the Canadian Autoworkers Union proposed a “green car industrial strategy” in conjunction with the NDP and Greenpeace.  It is this backdrop that encouraged me to consider the implications for a social democratic green industrial policy.


Canadian social democracy’s ‘green industrial policy’ proposal is still in its infancy.  How a social democratic green industrial policy can encourage an ecological industrial restructuring in the private and public sectors and how this policy relates to the labour movement and social democratic concerns for equality and solidarity requires further exploration.


My musings on this issue took me all the way to Sweden, where a social democratic party, with a strong labour movement, is attempting to cope with the environmental challenge.  The current Social Democratic Prime Minister, Göran Persson, highlighted the vision of a “green welfare state”, upon his election as leader in 1996.  He aimed to bring about a “thorough ecological modernization of Sweden” (Lundqvist 2001: 323).  A Local Investment Program for Sustainable Development in municipalities became Sweden’s largest environmental investment initiative.


Sweden has one of the strongest labour movements in the world
 and a blue-collar workers’ federation
 with close ties to the Social Democratic Party.  The Swedish case permits an examination of how the labour union movement has influenced, reacted and contributed to social democratic environmental initiatives. 


By exploring the actors involved (and not involved) in the discursive formation and policy outcomes of Sweden’s “green welfare state” I hope to shed light on the challenges and opportunities ahead for a greening of social democracy.

Outline of Paper


Chapter 1 of this paper I will define industrial policy as a key concept.  I will discuss how industrial policy can be related to environmental issues and social democratic ideology.  Chapter 2 is an introduction to the Swedish case study.  I provide a brief sketch of the history of Swedish political economy and the social democratic labour movement.  In chapter 3, I discuss the ‘greening’ of Swedish social democracy through the narrative of the gröna folkhemmet (green welfare state).  Chapter 4 presents ecological modernization as a theoretical approach used to understand the goals and evaluate the outcomes of Swedish social democratic green industrial policies.  Many sub-discourses based on different societal projects exist within ecological modernization.  This study examines the form of ecological modernization taken under social democratic direction.  Chapter 5 presents the gröna folkhemmet as a particular discourse of ecological modernization, stemming from a social democratic ideology.  Chapter 6 presents an introduction and evaluation of Sweden’s Local Investment Program (LIP), implemented by the Social Democratic government from 1998-2003.  The LIP was the largest environment investment project undertaken in Sweden’s history.  I discuss the successes and failures of the LIP in achieving social democratic goals related to ecology, equality and economy as established by the ecological modernization discourse of the gröna folkhemmet.  Chapter 7 is an analysis of the Swedish labour union movement’s interaction with the gröna folkhemmet project thus far and its approach to green industrial policy.  I will discuss the inherent contradictions between labour and environment that must be confronted in a green industrial policy and explore ways in which these contradictions can be remedied.  Chapter 8 presents some concluding comments on how ecological modernization challenges the future of social democracy.

Chapter 1 

From Industrial Policy to Green Industrial Policy


Industrial policy is a key concept throughout this study.  In this chapter, I aim to present a brief overview of the concept of industrial policy and explore how it relates to environmental issues and social democracy.


Jim Stanford, economist for the Canadian Auto Workers, defines industrial policy as “deliberate interventions aimed at fostering more and better investment, production, and employment in a targeted industry, than the economy would receive without that policy intervention” (Stanford 2004) .  Government seeks to influence which industries expand, and perhaps which industries contract, and how industries operate.  The policy can be directed towards a single sector of the economy through direct or vertical industrial policy; and/or it can seek to influence many sectors, or the sectoral composition of the economy, through horiztonal, indirect or framework oriented policy (see Elsner and Huffschmid 1994).  The policy can be intra-firm: most likely aimed at creating ‘more’ investment, production and employment in targeted industries; but also inter-firm aimed at creating ‘better’ production, work organizations, employment standards and efficiencies.  Industrial policy can be activist in nature: seeking to support ‘winners’ in the economy that provide a competitive advantage, lead to new innovations or other societal benefits.  It can also be defensive by providing support to industries that have underperformed in the market. 


Industrial policy encompasses an enormous range of possibilities under the condition that the government directs the economy in some fashion to reach an established goal or goals.  In The Great Transformation, Karl Polanyi (2001) emphasizes that economic systems are always embedded in social and cultural institutions and that the so-called ‘self-regulating market’ is instituted through state policies..  Polanyi’s analysis suggests that governments always have an industrial policy, whether this policy is made explicit or not.  Yet, in recent times advocacy for industrial policies has become discredited because it challenges neo-liberal orthodoxy, which preaches the market’s ability to reach ‘natural’ equilibria.  Neo-liberal policy makers conceal their industrial policy behind a veneer of neoclassical neoclassical economics.  Yet, it remains a policy of free-trade, the internalization of capital, and the commodification of goods and services that are held in common implemented by governments.  Neoclassical economics seeks to restrict the role of government intervention to correcting market failures such as externalities, imperfect information, and imperfect competition.  The economy’s overriding goal is to maximize a static and incomplete notion of efficiency (see Wolff 2004).  There is no consideration for social goals, the role of trust, or the dynamics involved in processes of innovation.  Since neo-liberal policies of government intervention are not frequently titled ‘industrial policies’, I will use ‘industrial policy’ as a term that entails a challenge to neo-liberal orthodoxy throughout the rest of the study.


The social democratic labour movement has more commonly advocated industrial policy.  Social democratic industrial policy advocacy stems from an ideological belief that a market economy should be regulated by political decisions.  Social democrats deem a market that is not regulated to be one where the interests of capital have too much power (Carlsson and Lingren 1998: 54).  The political goals of social democracy, based upon the values of freedom, equality, solidarity, and democracy (Carlsson and Lingren 1998: 54), and often achieved by enhancing the power of the working-class, can be sought through industrial policy.  Jim Stanford (2004), of the Canadian Auto Workers, qualifies labour union support for industrial policies that create ‘good jobs,’ characterized by “higher-wage employment, positive spin-off effects, the use of technology, beneficial productivity effects which sometimes “spill-over” into other industries or companies within a particular region.”


Debates over industrial policy occur within social democratic movements.  Some argue that industrial policy that aims to increasethe competitiveness of the corporate sector as a primary goal works against achieving democratically determined objectives (Gindin and Robertson 1992; Gindin 2004).  Yet, in Sweden, the promotion of international competitiveness is accepted as a goal by the labour movement and the Social Democratic Party because it increases the purchasing power of the working-class and maintains the welfare state (see Pontusson 1992).


However, even in social democratic circles the advocacy of activist industrial policy has become discredited.  This is in large part due to the constraints that neo-liberal policies have imposed on the traditional tools of industrial policy.  Industrial policies use a combination of incentives and disciplines to direct economic development: these can include targeted tax and tariff policies, investment policies, subsidies, regulations, public procurement, and direct government ownership.  The targets of these policy tools are often decided upon by studying linkages between sectors of the economy to assess how the encouragement of certain industries or economic processes can help achieve desired results.  Yet, the growing internationalization of capital markets has made it more difficult for government’s to influence their own economies (Moses 1994).  Government spending and investment policies have less impact on the national economy and fears of capital flight work to harmonize taxation policies.  International trade agreements also contain stiff penalties for tariffs, subsidies and nationalization.


In Canada, Jim Stanford (2004) has recently challenged the labour and social democratic movement to “Imagine Industrial Policy in a Neo-liberal world”.  This is a call to develop new tools and new goals for a social democratic direction of the economy.  Today, industrial policy is challenged to consider a wider range of sectors (e.g. service sector and information technology), new forms of industrial relations (e.g. increased part-time and contract based employment), and new types of workers (e.g. increased female participation rates and immigration).  Obviously the industrial policies proposed today will be different from those proposed in decades past as economic dynamics change.

Green Industrial Policy


This study considers a green industrial policy that directs the economy to achieve goals related to the environment and economy.  In the following section I elaborate on the goals that can be sought through a green industrial policy and present some concepts highlighted by an addition of ecological criteria into industrial policy.


Economic processes of production and consumption have an ongoing interaction with the natural world, which can be titled ‘metabolic relations’ (see Foster 2000: chap 5).  These metabolic relations exist over large and small scales of space and time.  For instance, energy production from a coal plant creates impacts over large and small scales of space and time: it emits carbon dioxide and contributes to global warming in every part of the world and for future generations and also contributes to urban smog, which more immediately affects the surrounding area, in a shorter period of time.  A green industrial policy can study industries’ metabolism by examining the material flow linkages that exist between industrial production and the environment.  The policy might aim to achieve a specific ecological goal (e.g. reducing greenhouse gas emissions to meet Kyoto Protocol obligations).


A green industrial policy might exclusively concentrate on meeting economic policy goals; for instance, if the government chooses environmental technologies as a strategic industry for growth.  In Sweden, the environmental technology sector has shown the largest export growth of any industrial sector (8.4% in 2002) and further growth is likely since exports account for only 38% of total revenue in this sector (SI 2004).  Thus, the environmental industry is a prime candidate for increasing international competitiveness and economic growth.

A green industrial policy is a challenge to neo-liberal environmental policy, which is principally concerned with the commodification of environmental costs and benefits.  From a neoclassical economics perspective, the role of government intervention is to measure the damage costs of environmental degradation in monetary terms and to ensure that these costs are reflected in the cost of production and the pricing of goods and services by using tools such as tradeable emission permits and taxes on pollution.  The goal of neoclassical environmental policy is to ‘get the prices right’.  This goal is neither principally related to national economic performance nor environmental quality.
  In contrast to neo-liberal ideologies, the social democratic ideology’s openness to using industrial policy to achieve democratically determined goals is suitable for setting specific goals related to economic and social performance (i.e. increased wages, equality & investment) as well as environmental quality goals through the examination of the economy’s ‘metabolic relations’.


A strategy of “industrial ecology” aims to create an industrial metabolism that is consistent with nature’s metabolism (Huber 2000).  Elmar Altvater (1993) describes the disconnection between ecology and industrial production using the entropy concept: processes in nature are based on a low rate of entropy production, while economic processes are based on a high rate of entropy production.  The goal in a green economy is to make industrial production mimic natural processes by increasing energy efficiency and reducing wastes; and to do so at a scale that creates desirable metabolic relations with the biosphere.  Researchers in industrial ecology often use “material flows analysis” to track the wastes that accrue from production processes.  These wastes can then be reduced and, where possible, converted to reusable forms (Ayres and Ayres 1996).  Since every industry produces wastes that can be reduced or reused, a green industrial policy, based upon principles of industrial ecology, will affect multiple industries (i.e. the policy will be horizontal in nature).  It is of course possible to include vertical policies, directed towards one industry; if for instance a particularly large emitter is forced to close down or one industry has many environmentally beneficial linkages (alternative energy for example).

The spatial ordering of production takes on new importance in green industrial policy.  The tracking of material flow linkages highlights this spatial dimension: local systems of production with industries in close proximity must be considered if the wastes from one production process are to be used in another production process; and the ecological and social make-up of communities over multiple spatio-temporal scales are affected by the use of resources and creation of wastes in sites of industrial production.  The policy would analyze core-periphery relations (Innis 1930; M'Gonigle 1999) by considering how sights of production and consumption affect areas outside of their perceived boundaries of time and space.  The policy would aim to ‘act locally’ and ‘think globally’ by restructuring production processes at the local levels to reduce environmental impacts that occur over a variety of spatio-temporal scales.

General Observations for a Green Industrial Policy


A green industrial policy can be used to achieve both economic and environmental quality based goals.  In the neo-classical framework the sole goal is the economic objective of ‘efficiency’, not environmental quality.  Social democratic industrial policy has traditionally sought to achieve goals related to economic performance, such as growth and international competitiveness, and equity-based goals related to regional employment and wage rates.  The social democratic perspective that views industrial policy goals as democratically determined opens the way for ecological considerations.


Green industrial policy, with strong ecological criteria based upon industrial ecology, would impact multiple industries (i.e. it would be a horiztonally based policy).  The policy also highlights spatiality in its attempts to implement systems of industrial ecology and in its consideration of core-periphery relations.  

Any green industrial policy will have to consider the constraints imposed by the internationalization of capital, which have discredited the advocacy of industrial policies.  A green focus brings new goals to industrial policy and requires new tools to implement these goals. 

Chapter 2

Social Democracy in Sweden

Sweden is a small, northern European country with a population of about 9 million.  In the 20th century the ‘Swedish model’ became synonymous with social democratic policy innovation.  The Social Democratic Workers Party (SAP
) in Sweden has been in power longer than any other social democratic party in the world, spending 63 of the last 72 years in government (Statistics Sweden).  This chapter will provide a brief history of the Swedish social democratic labour movement.

The Social Democratic party was founded in 1889, and the blue-collar Swedish Trade Union Confederation (LO) 
 was founded in 1898.  From the beginning, contacts between the Social Democratic Party and LO were “strong and intensive”.  In 1917, the Social Democratic Party entered government for the first time - in coalition with the liberal party - to achieve universal suffrage (in 1921) and parliamentary supremacy.  After the liberal-social democrat coalition for ‘political democracy’, the liberals realigned with the conservative and farmers’ party to form a ‘bourgeois’ majority, and parliamentary power remained elusive for the Social Democrats (SAP 2003: 7).

During the 1930s depression, the farmers’ party
 negotiated the maintenance of agricultural tariffs and additional supports for farmers’ income in exchange for parliamentary support for the Social Democrats (Martin 1984: 195).  The ‘horse trade’ gave the Social Democrats the power they needed to implement an expansionary recovery program and ushered in 41 years of uninterrupted Social Democratic rule.

The building of the welfare state became the next focus for the Social Democrats.  Gustav Möller, Social Minister during 1924-26 and 1932-1951, is heralded for developing the basis for a system of universal social security: creating pensions, childcare reforms, unemployment benefits and extensive public housing.  Möller took an anti-bureaucratic position towards public administration by implementing system of central-local cooperation to improve efficiency and to remove the control over implementation from a hostile state apparatus.
  Through unemployment funds controlled by unions, local pension boards and local health insurance boards, local and popularly established organizations were trusted to make the proper discretionary decisions to administer the welfare state.  The Social Democratic Party still maintained significant power because of central government supervision and because the Ministry of Social Affairs, instead of the courts, became the last instance of appeal for grievances.  The labour movement also played a key role at the local level as the hiring of union members - educated through central blue-collar union colleges - took precedence over the hiring of individuals with traditional bureaucratic training.  The ‘street-level union cadres’ ensured that administrative personnel both understood and supported government policy.  The active recruitment of labour union members was particularly important for the establishment of a Labour Market Board, which would play a key role in social democratic macro-economic policy.  After Möller’s departure the local inter-organizational networks and the Ministry’s direct involvement in administration was changed.  Yet, the notion that the mobilization of local actors combined with general and simple rules established by the central government made for good social democratic policy, no doubt remained with some policy makers.

Per Albin Hansson, the Social Democratic Prime Minister in the 1930s coined the term folkhemmet, literally translated as ‘People’s Home’, as the metaphor of the Swedish welfare state.  The folkhem 
envisioned a democratic family in which all its members enjoyed equal status and participated collectively in decision-making…In the ‘people’s home’ family members assume intrinsic value; they are not commodities to be bought and sold for money.  They need not constantly be producing and achieving in order to be accounted worthy; they are accepted and appreciated as persons.  (Tilton 1990: 128-129)


The folkhemmet has special relevance to the Swedish social democratic and labour movements.  It is a popular term in Swedish political discourse that is looked upon fondly by traditional Social Democrats, but has also been criticized for its paternalistic, and male-dominated, connotations (see Eduards 1991).
The norm for industrial relations in Sweden was established in the Saltsjöbaden Basic Agreement between the LO (blue-collar workers’ federation) and SAF
 (employers’ federation) in 1938.  The Basic Agreement entrenched Sweden’s ‘historical compromise’.  The agreement came after a prolonged period of industrial conflict and in the advent of the Social Democratic Party’s hold on power in parliament.  Under this situation the labour movement re-evaluated their use of the strike weapon and the employer organization realized that political intervention favourable to them was unlikely.  The agreement maintained labour’s right to strike without legal limitations, but also saw the use of the strike weapon centralized within the LO’s secretariat, which would reserve the use of strikes for when political influence through the Social Democratic Party could not be exercised (Martin 1984).  The LO’s major concession to business was the acceptance of Clause 32 in SAF’s statues, which recognized ‘managements right to manage’: to hire and fire, and direct work (Pontusson 1992: 38).

The Basic Agreement set the norm for government and union policies that shaped the environment in which production decisions are made, while the decisions themselves were left to private firms.


In the immediate post-war period, the Social Democratic Party entered into an internal discussion regarding a post-war program heavily based on planning and nationalization (see Pontusson 1992; Ryner 2002: 79-81).  Yet, the economic conditions quickly showed that full employment and the welfare state could be achieved alongside private ownership.  The role for nationalization of industry was previously discussed in the party through Nils Karleby’s leadership as the secretary to the commission on nationalization in the 1920s.  Karleby influenced the Swedish Social Democrats approach towards nationalization by viewing ownership as a function of a variety of differing property rights:

Of(a,b,c,d)

Karleby felt that since ownership is a bundle of rights (a,b,c,d), it was unnecessary to propose wholesale nationalization to exert influence on the economy.  It is possible, and more economically efficient, to socialize only some functions of ownership (e.g. a, but not b, c, and d) (Tilton 1990: chap 4).  In this way, social democracy can achieve macro policy goals, most often related to distribution and production, without disturbing micro-scale processes that contribute to efficient operations.  The Social Democratic Party boasts that social democracy has been built in Sweden with industry being in private hands to more than 90% (SAP 2003: 4).

The Rehn-Meidner Model


In the post-war period, the most prominent question became how to control inflation while still maintaining full employment and the solidarity of the labour movement (see Moses 1994).  LO economist, Gösta Rehn studied this problem with the aid of Rudolf Meidner.
  Together these two economists constructed the Rehn-Meidner model, which became the macroeconomic strategy of the social democratic labour movement.  The ideas were formulated in the 1940s and first presented to the LO Congress in 1951.


The LO economists felt that productivity growth was essential for full employment with quality, high-wage jobs without excessive levels of inflation.  In Sweden’s small, open economy, heavily based on international trade, the labour movement accepted that the Swedish economy must be able to quickly adapt to changes in international demand.  Industrial restructuring, towards a dynamic and productive economy was considered key to remaining internationally competitive.


The use of incomes policies and government appeals for union wage restraint were considered ultimately ineffective in controlling inflation because of ‘wage drift’ created by the bidding-up of wages by employers trying to compete for labour.  The income differentials between workers created by ‘wage-drift’ could initiate demands for higher wages across the board as workers not benefiting from drift attempt to catch-up.  Such a scenario would undermine the solidarity between unions by promoting suspicion between those groups of workers benefiting from wage drift and those that were not.  Negotiated incomes policies that existed alongside wage-drift also undermined the labour movement because wage increases could be offered by employers that were higher than those asked by unions during negotiations.  Thus, the Rehn-Meidner model called on the government to take responsibility for controlling inflation by implementing a restrictive fiscal policy based on indirect (value-added) taxation.


The labour movement, in turn, would carry out a ‘solidaristic wage policy’ based on ‘equal pay for equal work’ regardless of an employer’s ability to pay.  Under ‘solidaristic wages’ low-wage workers would increase their wage demands the most.  The combined effect of increased wage pressure from lower income employees and restrictive fiscal policy would create a profits squeeze for companies, that if strong enough could ensure against employers willingness to induce wage drift.  Yet the profit squeeze would be differentiated according to a companies’ profitability.  Low profitability firms would be hit the hardest and forced to become more efficient or shut down, while high profitability companies would be encouraged to expand because they would be under less of a wage-push induced profits squeeze than their competitors and would be supplied with labour released from firms that have gone out of business.  Through the solidarity wage policy increased wage equality could be sought through an industrial restructuring process that increased productivity.


The induced industrial restructuring meant that some workers would lose their jobs, creating particular islands of unemployment.  To remedy this situation, a selectively targeted active labour market policy, providing retraining, information and financial support, was advocated so that workers would be transferred to new jobs in expanding firms.  In this way, Sweden’s extensive welfare state enabled its industrial restructuring because it ensured that the temporarily unemployed would not bear the costs of restructuring. 


The profits squeeze left firms with fewer savings, and hence, less capital for investment.  To answer this dilemma, the model sought to recycle the public sector savings accrued to government through the high levels of indirect taxation back into the corporate sector as a source of investment for firms in the forefront of economic development.  The financing of the needed investment could be accomplished through Sweden’s large public pension system, which grew to 50% of GNP in the 1970s (Lundberg 1985: 18).

The principles of the Rehn-Meidner model enabled the Swedish labour movement to be one of the most open to industrial restructuring in the world; indeed the restructuring was driven by the bargaining strategy of the labour union movement. The model used an approach to industrial policy that was framework oriented, but required the active and ongoing involvement of both government (through fiscal and labour market policy) and unions (through wage bargaining strategy).  In Martin’s (1984: 196) words:

the awareness that (the LO’s) organizational resources have been crucial to the party’s strength not only in mobilizing electoral support, but also in underpinning the effectiveness of its economic policy when in office, has been an important factor in shaping the way LO has tried to use those resources in the market arena.

Union-party cooperation was essential for implementing a strategy that attempted to achieve full employment and wage equality without excess inflation.  The labour unions became much more than a supporter of government policy in the political arena, but a key actor in policy implementation.

Implementation of the Rehn-Meidner model


The implementation of the Rehn-Meidner model was evolutionary.  In the 1950s a number of institutions to aid the model’s implementation were created: a reorganization and expansion of the Labour Market Board, or AMS (Arbetsmarknadsstyrelsen), responsible for active labour market policy and a major extension of the welfare state was initiated, and a national pension fund referred to as the AP fund (Almänna Pensionsfonden) was set up to administer a universal, pay-as-you-go system that would invest its surplus in the bond market.  Solidaristic wage policy would still face difficulties because employers could resist its implementation in negotiations.  The LO also had no influence over the wage policies of other union federations, most notably the white-collar union federation (TCO
).  Though a major compression of wage differentials was achieved amongst blue-collar workers (Pontusson 1992: 69), the LO also had to contend with the influence of wage differentials between white-collar and blue-collar workers.


The Rehn-Meidner policy was also confronted with its own contradictions and challenges occurring from within the labour movement.  In 1966, the Social Democrats share of the vote in the local elections fell to its lowest since 1934 and in 1969 a wildcat strike in the state-owned iron-mines in Kiruna, above the artic circle, highlighted the growing discontent with the terms of Sweden’s ‘historical compromise’.  The cost of the rapid reallocations of individuals from areas with declining industry towards urban centers was highlighted by the existence of housing shortages and social isolation (Martin 1984: 224).  Local union organizations felt that they could do little about a pace of work that was becoming increasingly stressful and dangerous because of managerial dominance over issues of worklife and health and safety, and the central labour organization’s control over the strike weapon and wage determination (Martin 1984: 250).  The social democratic labour movement reacted to these challenges with further radicalization.  The Social Democratic Party proposed a new industrial policy offensive in the late 1960s, creating a separate Ministry of Industry and tri-partite industrial policy council; a state owned investment bank was also created to provide risk-capital; and a slight expansion of state enterprise was undertaken to alleviate local employment problems and aid industrial innovation (see Pontusson 1992: chapter 5).  A challenge to ‘management’s right to manage’, a key aspect the ‘historical compromise’, was also initiated through an LO Congress in 1971 concentrated on the ‘democratization of working life’.  A series of co-determination legislation was passed: permanent union representation on corporate boards was enacted; improvements in health and safety measures were made, including giving shop stewards the right to immediately stop work deemed hazardous; and a law on Joint Determination in Work opened negotiations to issues related to work organization, management of the enterprise, and hiring and firing (see Martin 1984; Pontusson 1992: chapter 6).

The Swedish economy also began to undergo a series of changes in the 1970s and 80s as the ‘Fordist’ economic framework withered away, somewhat as a result of the industrial transformation spurred by the Rehn-Meidner policy.  The multinationalization of large, export-oriented enterprises decreased the government’s ability to direct business through domestic fiscal policies; new technologies and a shift from business competition over costs to competition in product development reduced the effectiveness of ‘solidaristic wage policy’ in steering industrial restructuring; and the increase in white-collar employment reduced LO’s influence in the economy (Pontusson 1992a).  A riskier financial environment made businesses less willing to accept high debt-equity ratios, creating a preference for equity capital over financing through borrowing, at a time when increased investment capital was viewed as essential (Martin 1984: 268-278).  The need for increased investment posed a problem since the public pension system was only active in the bond market, and changing demographics were decreasing the surplus in the pension system.  Swedish business interests insisted that the Rhen-Meidner plan’s wage-squeeze was discouraging the investment that was needed.


The new challenge for LO was to provide investment to industry without increasing the level of inequality between workers and owners.  The solution proposed by Rudolf Meidner (1978) at the 1976 LO Congress was a series of ‘wage-earner funds’.  Under Meidner’s original proposal a percentage of a firms pre-tax profits would be transferred in the form of new shares to ‘wage-earner funds’ administered by unions.  The funds would constitute new equity capital at the disposal of the firms, and unions would use the dividend income from the shares to purchase additional shares and provide a variety of services to workers.  This plan was fiercely opposed by the business community, and not entirely supported by the Social Democratic Party leadership, because of fears it entailed a gradual collectivization of ownership.  When the Social Democrats returned to power in 1982, after six years of ‘bourgeois’ government, they enacted a system of ‘wage-earner funds’ financed by payroll and excess profits taxes and with limits on the level of ownership in any particular firm (Pontusson 1992: chapter 7).  The ‘wage-earner funds’ were part of the industrial democracy campaign initiated when the original Rhen-Meidner plan encountered its own contradictions and can be viewed as the last social democratic offensive in Sweden.

Sweden’s neoliberalization


The Social Democrats regained power in 1982 during a period of economic stagnation and large government deficits.  Although the party did introduce a reformed version of the ‘wage-earner funds’ they abandoned the traditional Rehn-Meidner model of macro-economic management through a new policy called ‘the third road’.  The ‘third road’ was meant to find a middle position between Margaret Thatcher’s deflationary neoliberalism and Mitterand’s reflationary Keynesianism.  The policy advocated “first growth, then redistribution,” (Pontusson 1992a: 314) seeking an increase in corporate profits.  A devaluation of the dollar was instituted as well as cutbacks to corporate subsidies and the public sector.  State-owned companies were partially privatized through the issuing of new shares (Pontusson 1992 147-151).  Inflation was fought by pressuring unions to restrain wage demands and by holding off on welfare state reforms that might decrease the ‘incentive to work’ (Pontusson 1992a).  Sweden’s capital controls were dismantled in November 1985 (Ryner 2004: 99) and a 1989 tax reform package abolished the previous system of corporate taxation that was used to finance investment funds that could be released into the private sector at the government’s direction (Pontusson 1992: 14-15).  The wage bargaining system was also decentralized.  Thus, many of the institutions that implemented the Rhen-Meidner model were dismantled.  The policy appeared to work miracles as the budget deficit was eliminated in 1988 and the balance of trade deficit turned into surplus without the cutting of welfare entitlements or compromising full employment.  Yet, as predicted by the Rehn-Meidner model, wage-drift increased, inflation accelerated and the balance of payments went back into deficit in 1989.  In February 1990 an austerity package was proposed by the Social Democrats that would institute a two-year wage freeze and a strike ban, which later precipitated a reformed austerity package supported by the Liberals (Pontusson 1992a; Mahon 1991).  The social democrats were defeated in 1991 and relations with the LO were strained.  Financial speculation
 led to major attacks on the Swedish currency, which saw interest rates move into the three digits in the fall of 1992, forcing the government to float the krona.  Economic balance was eventually restored, but under institutions that were entirely different from the Rhen-Meidner era.


Rianne Mahon (1991) utilizes Gramsci’s notion of a “crisis of representation” to describe the predicament that the Swedish labour movement found itself in along the ‘third road’.  A crisis of representation exists when ‘social classes become detached from their traditional parties’ (Gramsci 1971: 210; quoted in Mahon 1991: 312).  As described by Mahon, the Social Democratic policies were becoming unrecognizable to the labour union movement.  The labour wing of social democracy, whose actions were fundamental to the establishment of the Swedish welfare state and post-war macro-economic strategy, have found themselves with a drastically reduced policy role and the reluctant recipients of many of the Social Democrats austerity measures.

When the Social Democrats regained power in 1994, neoliberal economic institutions in the country were fully entrenched, and they once again were presented with the task of cleaning up government finances and restoring economic balance.  Sweden formally joined the EU on January 1st, 2005 leading to fears in some quarters that international harmonization will bring further pressures for deregulation.  Although Sweden has maintained an extremely high rate of unionization
 and a robust welfare state compared to other industrialized nations (Lindbom 2001), social democracy in Sweden has been on the defensive since the collapse of the Rehn-Meidner model.  Anne-Marie Lingren (2004), head of the Social Democratic think-tank, described that in the face of economic internationalization the task for Social Democratic economic policy is to attempt to “keep the balance”.


Yet some authors have discussed the potential for a renewal of the ‘Nordic models’ of social democracy by making mention of a possible red-green alliance (Andersson and Mjöset 1987; Mahon 1991; Hollander 2004;, 1990).  The rest of this study concentrates on the potential for a greening of social democracy to strengthen both the environmental and labour-based movements.  As will be illustrated in the next section, a new Social Democratic Prime Minister in 1996 built on a long history of environmentalism in Sweden by proposing a ‘green welfare state’.  This study will explore if a green social democratic economic policy can renew the Nordic models and spur a new social democratic offensive against neo-liberalism, or if social democracy will continue in its defensive posture.

Chapter 3

Greening Social Democracy – the narrative of Sweden’s gröna folkhemmet
When current Social Democratic Prime Minister, Göran Persson, accepted the leadership of the Social Democratic Party in March 1996 he emphasized the vision of the gröna folkhemmet (green welfare state):

(Our party) once built the People’s Home in broad consensus on the conditions for production, increased standards of living, and security for everyone.  Now we have a similar mission.  We will realize the vision of a green welfare state.  (Persson quoted in Lundqvist 2004a: 1-2)
Persson advocated the construction of Sweden as “a model country for ecologically sustainable development” as a new mission for the Social Democratic Party (Persson quoted in Klevenås 1999: 217-218).  Persson’s presentation of the gröna folkhemmet as the Social Democratic vision for environmental policy, revived the notion of the folkhemmet: a metaphor for the Swedish welfare state launched by Prime Minister Per Albin Hanson in the 1930s, that is translated into “People’s Home”.  The gröna folkhemmet is the “green people’s home” or the “green welfare state” (Lundqvist 2004a).  By attaching a green label onto the conception of the welfare state, the new Swedish Prime Minister appeared to be attempting to reconcile environmental issues with traditional social democratic discourse.

This study explores the gröna folkhemmet in terms of its discursive construction, its policy outcomes and its future prospects.  In this chapter I endeavour to tell the narrative of the gröna folkhemmet, as explained to me through interviews and documentary analysis.

Environmental Issues in Sweden


The ‘greening’ of Swedish Social Democracy is, at the same time, quite mature and quite new, having experienced various periods of suspension and mobilization.  Sweden has long been heralded as a leader in environmental policy (Eckerberg 2000; Klevenås 1999; Dryzek 1997: 137; Kronsell 1997).  A survey of the 30 leading members of the OECD declared Sweden the world’s best performer in environmental and social sustainability (ZK 2004).  Under its Kyoto obligation (as part of the European Union) Sweden is entitled to increase its greenhouse gas emissions by 4% of 1990 levels by 2010, yet it has set a target to decrease its emissions to 4% of 1990 levels by this time (MoE 2001).

Sweden’s environmental achievements have occurred under the stewardship of the Social Democratic party, which has retained power for 63 of the last 72 years (Statistics Sweden).  Yet, the public consider the Social Democrats to be on the “grey” end of the environmental spectrum when compared to the Green, Left and Centre Parties, which have all at various times been coalition partners with the Social Democrats.  The party’s ‘grey’ image is in large part due to its support for nuclear energy (Lundqvist 2000: 29; Vedung 1988: 96).  Generally, the Swedish Social Democratic Party has not paid a great deal of attention to the environmental, viewing it as an issue they cannot capitalize on politically.  In interviews during the fall of 2004 with Anne-Marie Lingren, the head of the Social Democratic think-tank, and Berndt Jansson, the Social Democratic officer for Trade Union Relations, both admitted that they had not thought about the environment for some time.  Anders Bergerus (2004), a Social Democratic Party organizer, describes the environment as an issue that is difficult to win an election with, but possibly one that could lead towards a loss.  However, he also hopes that environmentalism can rekindle the Social Democratic Party’s image as a progressive and radical movement and felt that it is a necessary element of the Party’s vision in the next 10 to 15 years.


The environment has seldom been top of mind in Swedish politics, surfacing on only a few occasions (Lundqvist 2004c; Bergerus 2004).  It was a prominent issue in the 1988 election, when the Green Party made its first breakthrough (Vedung 1988); helped along by images of dead seals along the west coast.  The environment was also a concern in the referendum on EU membership in the fall of 1994.  Swedes expressed concern that EU membership would require acceptance of lower environmental standards and that EU legislation would not respect the Swedish tradition of giving individuals the right of public access to private land (Kronsell 1997: 74-76).  Sweden has a well funded and highly organized national environmental organization, the Swedish Society for Nature Conservation (Svenska Naturskyddsföreningen, SNF), which has been active since the 1920s (Jamison and Ring 2000).  Yet, the environmental issue remains sectoralized and of interest to a small group of experts (Jamison et al. 1990).
The evolution of the gröna folkhemmet


The new Prime Minister’s proposal for the gröna folkhemmet as a fundamental societal vision for the Social Democrats surprised many in the party and the labour movement (Bergerus 2004; Ekholm 2004; Eriksson 2004).  This was especially the case since Persson had received a reputation as a traditional Social Democrat and as a “rather tough enforcer and budget cutter” in his previous positions as Minister of Finance and Minister of Education (Lundqvist 2000: 28-29).  The public did not know Persson for his environmental profile. 

Olof Eriksson, who became an environmental advisor to the Prime Minister, explained that the ‘green’ surprise was a result of the hasty selection of Persson as Prime Minister and the influence of noted Swedish environmentalist, Stefan Edman.  Persson was persuaded to take the Prime Minister’s job at the last minute because the original favoured candidate, Mona Sahlin, had run into a minor scandal.  The hasty selection process left Persson with little time to communicate his political program to the party.  To aid him in this task he enlisted Stefan Edman, a Social Democrat biologist with a flare for the spoken word.  As Eriksson (2004) describes “in the last weeks before the Congress, Persson was persuaded to take the job and then he stood two weeks later and had to make his first program speech, and then he phoned Stefan Edman and said, help me”.


A closer look at Persson’s earlier political career reveals his environmental interest and why others have described him as a committed environmentalist (Klevenås 1999; Eriksson 2004; Bergerus 2004; Lingren 2004; Lidmark 2004).  As an opposition member on the agricultural committee, in the early 1990s, Persson made a point of advocating the linking of environmental and industrial policy measures (Lundqvist 2000: 29).  Lena Klevenås (2004), a Social Democrat MP from 1991 to 1998, sat on the agricultural committee with Persson and describes the support that Persson gave her in proposing research on the relationship between economy and ecology.  In 1992, Persson led the Swedish delegation to the UN Earth Summit in Rio, where Klevenås (1999: 217) describes witnessing “his serious concern about climate change and ozone depletion” and “his increasing interest in spiritual values”.

The use of the term gröna folkhemmet did not however first appear as a result of Göran Persson.  The term was formulated in the 1980s as a part of a long, evolutionary process of environmental consciousness-raising in the party led by side organizations representing women, youth and Christians (Lidmark 2004; Ekholm 2004; Klevenås 2004).  The Christian organization was particularly instrumental: it was where important actors in the gröna folkhemmet such as Stefan Edman and Social Democrat MPs Lena Klevenås and Berndt Ekholm were situated.  Other actors include, Anna Lindh, who was appointed Minister of the Environment in 1994, and was active in environmental issues as chair of the Swedish Social Democratic Youth League from 1984 to 1990; and Anne-Marie Lidmark, political advisor to Anna Lindh prior to 1994 and environmental advisor to the Mayor of Stockholm, who was active in the women’s organization.


Many activists in the side organizations were inspired by the biochemist Hans Palmstierna, who is credited for first articulating a social democratic ecology in Sweden.  In 1967 he wrote a Swedish “environmental classic” titled Plundring svält förgiftning (Plunder, starvation and poisoning) (Jamison et al. 1990: 20).  The book seemed to have an impact on the Social Democratic Prime Minister of the day, Tage Erlander.  Ernst Hollander, an economist inspired by Palmstierna, described how Erlander admitted to being very tired in an interview because he was up all night reading Palmstierna’s book (Hollander 2004a).  Palmstierna alerted Sweden to growing ecological problems and connected them to social issues of starvation and economic exploitation.  He placed hope in technological progress and called for a globally planned economy (Jamison et al. 1990: 33; Friman 2002: 167).  He also advocated an integration of environmental issues into the labour movement declaring “it must be the labour movement’s own futurology which can lead us into the future” (Palmstierna 1972: 153 quoted in Jamison et al. 1990: 34).  Palmstierna was appointed as secretary of the new Environment Advisory Council in 1970 and tragically died in 1975 (Jamison et al. 1990: 29).  His memory inspires many Swedish environmentalists hoping to link environmentalism with socialist values.


The new generation of environmentalists in Sweden became most concerned with Sweden’s development of nuclear energy.  “Nuclear energy epitomized social democratic industrial policy” (Jamison et al. 1990: 45), as Sweden made heavy investments in energy production to fuel an economy based on heavy industry.  Per Kågeson, a Swedish ‘new left’ activist wrote the first book-length critique of nuclear power in 1973 titled Stoppa kärnkraften (Stop Nuclear Power!)  Kågeson’s activism was informed from a socialist perspective.  He emphasized the political nature, and material basis, of environmental problems and attempted to connect with the working-class movement (Jamison et al. 1990: 49-50).  The Left and Centre parties quickly became involved in the anti-nuclear movement.  In 1979, Social Democratic Party leader, Olof Palme proposed a referendum be held on nuclear power shortly after the Three Mile Island disaster in the US.  The referendum would be on three questions: continued development; elimination of nuclear power within 10 years; or a longer phase-out of nuclear power over a 25-year period endorsed by the Social Democrats.  The two phase-out positions each gained 40% of the vote, making it difficult to ascertain which option had won (Jamison et al. 1990: 43).  The extent of the phase-out is still debated today, causing rancorous internal debates on the left and the right.

A separate ministry of the environment (also responsible for energy issues) was not created until 1987, with Birgitta Dahl, as minister (Kronsell 1997: 50).  Anne-Marie Lidmark (2004) said the minister was very open to suggestions coming from the Social Democratic side organizations and that a number of important steps were taken for both jobs and the environment.  Sven Nyberg (2004a), a LO official that works with environmental issues, believes that significant dialogue between the Social Democratic Party and the labour movement was started with the appointment of Dahl.  A prominent achievement at this time, which showed that environmental concerns could be connected to job creation and international competitiveness, was the phasing out of chlorine-bleached paper.  The more environmentally friendly product gave the Swedish paper industry a competitive advantage in international markets.

The evolution of environmental consciousness within the Social Democratic and labour movements took a rest in the early 1990s, as Sweden plunged back into a strong recession after a currency attack in 1992 wrought difficulties with unemployment and deficit financing.  Persson served as finance minister when the Social Democrats regained power in 1994 and initiated a number of austerity measures.  He became Prime Minister in 1996 in a period of continued economic stagnation and to everyone’s surprise, reinvigorated the vision for a gröna folkhemmet.


When Persson became Prime Minister he hired Stefan Edman and Olof Eriksson as environmental advisors.  Edman is a biologist, author and freelance journalist.  As an active member of the Church of Sweden, former vice chairperson for SNF, and a Christian Social Democrat, he relates environmental issues to social justice and spirituality.  Described as a poet (Klevenås 2004), he is well placed as a visionary of the gröna folkhemmet.  Olof Eriksson, a practiced professor trained as an architect, has a history of involvement as a Social Democratic advisor in social housing policy.  He was the head of the Swedish Council for Building Research and was also involved in energy issues during the 1970s oil crisis.  In 1996 Eriksson wrote a booklet titled “Re-build Sweden for Sustainability” where he drew parallels between the environmental challenge and the building of social housing in post-war Sweden.  He estimated that the investment required to build Sweden towards sustainability would be similar to the investment that was required in housing: about 2,000 billion crowns over 40 or 50 years.  He noted that in the mid-1990s a great deal of unemployment was located in the building sector and that a large investment program would pay for itself by reducing unemployment (Eriksson 2004).


The Social Democrats developed the Local Investment Program (LIP): a smaller replica of Eriksson’s ambitious plan.  This program aimed to provide funding for sustainable development in areas such as housing, energy and infrastructure in municipalities.  A Delegation for Ecologically Sustainable Development (DESD) consisting of the Ministers of Environment, Agriculture, Taxation, Basic Education, and the Junior Minister of Labour, proposed the LIP as part of a proposal for a Sustainable Sweden in March 1997 (Lundqvist 2004a: 45).  From 1998 to 2003, the LIP allocated 6.2 billion crowns in grants to 161 municipalities and 2 local federations, making it the largest environmental investment program in Sweden’s history (SEPA 2004a).  The grants were used for a wide variety of purposes: they increased energy efficiency and waste management in the housing sector; conserved natural areas; converted energy systems to bio-fuels; initiated public transportation plans; and helped corporations initiate environmental management systems and environmentally adapted products.


During his time in the Prime Minister’s office, Eriksson (2004) said he made a number of presentations to local Social Democratic organizations on building a Sustainable Sweden.  The Social Democrats also appeared to utilize the LIP as a political tool (Lidmark 2004).  Before the 1998 election, a series of LIP funding announcements to municipalities were organized by local Social Democratic Party organizations.  The program reinforced the public’s perception of the Social Democrats as the best at creating employment and also fended off environmental challenges from the Green, Left and Centre Parties.  From 1998 to the project’s completion in 2003, a small environmental sector remained interested in the LIP’s implementation, but the gröna folkhemmet faded from general political discourse.  By the fall of 2004 researchers, environmentalists and media commentators viewed the government’s enthusiasm for the gröna folkhemmet as waning (Lundqvist 2004c; Klevenås 2004).  Newspaper columns read: “where has Persson’s green folkhem gone?” (Brohult 2004); “The Green People’s Home requires better carpenters” (Engström 2004); and “The gröna folkhemmet does not interest Göran Persson” (Karlsson 2004).


However, new hope was injected into the gröna folkhemmet project with an October 2004 cabinet shuffle where Persson created a ministry of environment and community development that takes responsibility for development, housing and energy issues.  Mona Sahlin, the prominent former minister of justice, is responsible for housing and energy issues and Lena Sommestad is responsible for environment (PMO 2004).  Olof Eriksson was pleased with this development, citing that he had been advising the Prime Minister to combine the issues of energy, building and environment (Eriksson 2004).  Lena Klevenås (2004) thought that, this time, the Social Democrats might get it right!  The new development with the gröna folkhemmet was not prominent news in the cabinet shuffle, signifying that the environmental issue might have retreated back into its sectoral hole.  However, the story is still unfolding.  How long the Social Democrats will have to be the principle actors is in question.  For the 2006 national elections, a centre-right coalition of the Moderate (conservative) party, liberal party, Centre party and Christian Democratic party are polling ahead of the current governing coalition of the Social Democratic, Green and Left parties (Angus Reid 2005).

Labour and the gröna folkhemmet


The central labour movement in Sweden is relatively indifferent to the gröna folkhemmet project.  Social Democratic actors describe that the labour union movement was surprised by Persson’s sudden emphasis on environmental issues, but not opposed to it (Ekholm 2004; Eriksson 2004; Bergerus 2004).  Labour support for the project is “lazy and soft”, as described by Anders Bergerus (2004).  Social Democratic Party representatives do not envision issues of environment and labour to be strongly connected.  Union members, they emphasize, are environmentalists but not often in their capacity as workers (Lingren 2004; Jansson 2004).

The LO started to develop an environmental policy in the late 1980s, and accepted it at convention in 1991.  The LO policy emphasized three issues: linking environmental policy with industrial policy and unemployment; considering the distributional consequences of environmental policies; and integrating workplace health and safety with “outer” environmental issues (Nyberg 2001).  Any momentum emanating from the environmental report was halted as the country plunged into recession.  In the fall of 2004, LO official, Sven Nyberg described a lack of strategic discussion on sustainable industrial processes within the trade unions.


Labour is not well known for its environmental profile and is not seen as being especially welcoming to environmental coalition building.  Ernst Hollander (1998: 29), a former union researcher, describes that, “with few exceptions, the relations between the officials of Swedish blue-collar unions and activists or intellectuals of the new Environmental Movements were quite strained”.


Environmentalists within the Social Democratic Party described their tensions with labour.  Lena Klevenås, was elected as a Social Democrat MP in 1991 in a district that includes a large General Motors car plant in Trollhättan, unionized by the Metalworkers union.  Klevenås (2004) was outspoken on environmental and foreign affairs issues.  She explains that, “It was very difficult for me to be renominated from my constituency...the trade unions in my party district didn’t like me!  They never invited me to Trollhättan, because they didn’t like what I was doing.”  She failed to be renominated as a Social Democrat in 1998 and subsequently ran on the Green Party ticket for European Parliament in 2004.  

Berndt Ekholm (2004), a sitting Social Democrat MP, active in environmental issues in the Christian side-organization describes that, “the opposition inside our party has always been from the unions”.  He does not see the influence of labour halting environmental progress, but suggests that the “tempo slows down” because of the union influence.  Olof Eriksson (2004) takes a more conciliatory and evolutionary approach to the labour movements acceptance of environmental priorities.  With his many years of experience in politics Eriksson predicts that it will take about ten years for labour to be fully on board with environmental issues.

The tensions between labour and environmental interests within the Social Democratic Party, and within Swedish society itself, are coloured by the extensive debate over nuclear power that has existed since the 1970s.  The acceptance of the longer phase-out period in the nuclear referendum ensures that the nuclear issue is still alive today and is still debated within the party, with the labour movement taking a decidedly pro-nuclear position because of its importance for Swedish industry.  In his discussion on Environment and Work, LO official, Sven Nyberg (2001: 42), justifies the labour movement’s position on nuclear power by saying “The LO has called to attention the fact that a premature Swedish nuclear phase-out based on political reasons rather than safety reasons renders the work with an ecologically sustainable development more difficult.”  It is somewhat unfortunate that the nuclear debate overshadows labour’s position on other environmental issues.  The pro-nuclear label presents an image of the labour movement being un-progressive in terms of an ecological industrial restructuring and has created a cultural divide between labour and environmental interests.  When the overall vision of the gröna folkhemmet and the Local Investment Program was proposed, labour did not oppose, but neither did they enthusiastically support the initiative or search for a role within environmental projects.

Conclusion

I have thus far attempted to tell the narrative of the gröna folkhemmet in its most recent manifestation.  The gröna folkhemmet is a discursive construction that deliberately attempts to meld environmental and social democratic ideals.  It seems fitting for Sweden, as the country with the longest serving Social Democratic Party in the world and with a reputation for environmental policy innovation.  The story highlights the tensions and contradictions that occur within a social democratic movement between environmental and labour union interests.  Whether or not the gröna folkhemmet is a new social democratic vision in the era of sustainable development requires further study of its discursive and empirical elements and an analysis of how the contradictions between social democratic actors can be transformed into creative policy.

Chapter 4

Ecological Modernization

Before we delve further into the gröna folkhemmet it is important to specify a critical method to evaluate the goals and outcomes of this social democratic project.  In this section I introduce “ecological modernization” as a theoretical approach that will guide this study’s consideration of the gröna folkhemmet and social democratic green industrial policy in Sweden.

Ecological Modernization and Industrial Restructuring


Ecological modernization was born in the 1980s as a theory that aimed to counter anti-growth and anti-productivity currents in environmentalism by claiming that an ecological industrial transformation could accrue within existing (capitalist) institutions and create ‘win-win’ scenarios between relevant stakeholders (business, government and environmentalists).  Since its beginning it has evolved through interactions with other schools of thought (see Mol and Spaargaren 2000), but still remains a theory emphasizing that a transformation of industrial processes can create an ecologically sound economy.  Ecological modernization seeks to harness forces of capital accumulation and international competition to deliver environmental quality improvements (see Murphy and Gouldson 2000).


Ecological modernization theory highlights the advent of ecological criteria obtaining influence in the guidance of industrial processes.  Mol (1995) explains that an “emancipation” of ecology from the economic, socio-ideological and political spheres occurs in ecological modernization so that ecological criteria are considered on their own.  Ecological modernization’s emphasis of ecological criteria appears to signify non-adherence to strict neo-classical economic orthodoxy where nature is priced and subsumed into the economic sphere of decision-making.  The goal behind ecological modernization is not simply to ‘internalize externalities’ but to transform industrial processes in conjunction with ecological criteria.  In this respect, it can be viewed as a theoretical basis for a green industrial policy.


Mol (1995: 39-40) describes the two central projects of ecological modernization: ‘the ecologization of the economy’ and the ‘economization of the ecology’.  The measurement of material and energy flows between industries and ecosystems informs how production processes are to be changed to increase recycling and reduce throughput in the ‘ecologization of the economy’.  Through the ‘economization of the ecology’ society’s views regarding environment and nature are moulded to accommodate to economic institutions so economic actors can systematically take ecological criteria into account.


The idea of an industrial transformation is fundamental to the theory of ecological modernization.  Joseph Huber, described by Mol (1995) as the “founding father” of ecological modernization, envisions “major or basic technological innovations, not just incremental efficiency-increasing change and minor modifications of existing production chains” (Huber 2000: 270).  Huber’s belief in industrial transformation is exemplified in the quote, “…the dirty and ugly industrial caterpillar will transform into a ecological butterfly” (Huber 1985 quoted in Mol and Spaargaren 1992: 334).

Huber advocates “basic innovations” in the sense of Schumpeter and resultant processes of “creative destruction”.  Ecological modernization theorists believe that “Improving environmental quality hinges on the development, innovation and diffusion of new key technologies,” and also call for a “partial de-industrialization of ecologically maladjusted technical systems and economic sectors” (Mol 1995: 39).  Ecological modernization’s vision of industrial transformation guides policy practices that would affect a wide range of sectors.

Theoretical and Ideological Approach to Policy


Ecological modernization is not a policy prescription in itself, but a particular discursive and ideological approach to inform and legitimize policy.  I use ideology in the sense of ‘ideas about means and ends’ (Söderbaum 1999) suggesting that ecological modernization has a particular view about the desired form and function of social change.  Ecological modernization, in itself, is not practiced, but is a theory that guides the practice of social actors and policy makers.  It is a concept that is too vague and unsophisticated to be an industrial policy, but is a useful theoretical basis to analyze the approaches to industrial policy and to evaluate the outcomes of industrial policy.

Maarten Hajer (1995) studies ecological modernization through discourse analysis, which highlights: 

Why a particular understanding of the environmental problem at some point gains dominance and is seen as authoritative, while other understandings are discredited.  This is taken on to analysing the ways in which certain problems are represented, differences are played out, and social coalitions on specific meanings somehow emerge.  (Hajer 1995: 44)

A particular discourse of ecological modernization has a unique way of understanding physical and social realities told through “story-lines” which “provide actors with a set of symbolic references that suggest a common understanding” (Hajer 1995: 62).  A discourse’s understanding of physical and social structures informs the strategies that actors use when interacting with these perceived permanent structures to produce desired social change.  The form of social change desired is based upon agreements within particular “discourse coalitions”.


Social democrats have found many of the perspectives found within an ecological modernization discourse accommodating to their own ideology (or discourse).  Social democrats are enticed by ecological modernization because of its promise to mediate the conflict between economic growth and environmental quality, leaving social democrats free to continue in their efforts to mediate class conflict through economic growth.  Ecological modernization suggests that forces of capital accumulation can be harnessed to improve environmental quality, in a similar way that social democracy attempts to harness capital accumulation to achieve equality.  Thus, social democratic governments confronted with the environmental crisis have, by and large, adopted policies guided by ecological modernization discourse.
  Ecological modernization’s appeal to social democrats also stems from a series of similar understandings related to 1) a materialist conception of reality, 2) a conception that social change is possible (and necessary) under capitalist institutions, and 3) an evolutionary view of social change.  While realizing the similar understandings and accommodating beliefs between ecological modernization and social democracy we must also realize that the interactions of the two discourses creates its own tensions, and changes, within each respective discourse.  Ecological modernization can affect social democracy’s view on the physical and social structures that are contestable and what processes require activist intervention.  Likewise, social democracy will articulate a particular understanding of the role of agency within ecological modernization as well as a particular form of ecological modernization.  In this section I will discuss the similarities that exist between ecological modernization and social democracy, as well as the tensions and possibilities that accrue through the interaction of the two discourses’.

Social democratic ideology follows from Marx’s articulation of a materialist conception of reality, which argues that social organization is determined by how people’s economic needs are met through relationships of production (Carlsson and Lingren 1998).  Ecological modernization theorists share this conception of reality by viewing “modern societies as an inherently materialistic affair,” (Mol and Spaargaren 2000: 26) but insist that the materialist dimension also includes humans as part of ecology.  This understanding of reality by both social democrats and ecological modernization theorists is in opposition to the understandings of radical ecologists or counter-productivity advocates that view ecological rationalities as exclusive.  The materialist conception of reality specifies that a consideration of social rationalities and humans’ relationship with production is essential for the consideration of ecological rationalities (Mol and Spaargaren 2000).

Social democrats emphasize the ability for multiple forms of social change to occur within capitalism: a reformist strategy.  Leading Swedish Social Democrats, Anne-Marie Lingren and Ingvar Carlsson (1998) discuss the social democratic view of society as being inherently dynamic, entailing continuous changes in the conception of what “capitalism” is.  Lingren and Carlsson emphasize that the early socialist agitators’ critiques of capitalism emphasized unequal distributions of power and a system where private profit ranked above all else.  Yet, they also say that the social democratic project in Sweden has to a large extent shown that social control of enterprise and more equal power distributions can exist alongside private ownership, and that the Soviet project has shown that unequal power distributions and a lack of democratic control can exist in a system where private ownership has been abolished.  Instead of concentrating on the abolition of private ownership as an immediate goal for socialism, social democrats accept the short-term inevitability of this institution and attempt to “create such counter balances to the private profit motive that it becomes a tool we can use instead of being a dictator” (Carlsson and Lingren 1998: 49).
Ecological modernization theorists’ perspective on the ability to produce social change within capitalism is similar to that of social democracy.  Ecological modernization theorists do not deny that capitalism has played a role in environmental deterioration; nor do they argue that capitalism is a necessary condition for ecological modernization.  Ecological modernization views environmentally sound production processes as possible under many different relations of production, including capitalist relations.  This is with due consideration to the environmental destructiveness of previous socialist experiments (see Altvater 1993).  Ecological modernization theorists also recognize that capitalism is dynamic and open to change, and allows for policy divergences since the constraints of absolute laissez-faire have never existed (Mol and Spaargaren 2000: 22-23).  Ecological modernization’s conception of capitalist institutions views the achievement of radical environmental goals as possible within these institutions, as well the possibility for institutional changes to be wrought from within.  Christoff (1996: 491) states, “Perhaps the most radical use of ecological modernization would involve its deployment against industrial modernization itself”.

The social democratic understanding of social change emphasizes evolutionary development that can adapt to new social and political situations.  Hjalmar Branting, Swedish social democracy’s first elected parliamentarian and prime minister, believed that a Marxist framework called for continuous revision and development:

Only a Marxism that failed to conceive itself properly as a doctrine of development could wish to proclaim the validity of Marxist propositions referring to social conditions that since his time have changed completely.  (Branting 1929 translated in Tilton 1990: 29)
Branting’s vision of socialism was that it had to be built through a lengthy social transformation (Tilton 1990: 23).  Revolutionary attempts at socialism have led to forms of dictatorship and institutions unable to cope with change (Carlsson and Lingren 1998: 60-66).
Ecological modernization theorists also view social change as an evolutionary process, expressed through their view that industrial society is able to transform itself into modes of production that help instead of hinder the natural environment.  In this respect, ecological modernization proponents oppose a radical counter-productivist agenda that seeks the revolutionary destruction of industrialism.  Mol (1995: 24) states that there is a “fruitfulness of a theory centring on a continual restructuring of modern institutions as a (or perhaps only) way out of the environmental crisis”.

Social democracy and ecological modernization share some similar conceptions of perceived physical and social realities: human exist in a material reality; capitalism is difficult to contest in the short-term, but is also subject to change; and change is an evolutionary process.  However, within social democracy and ecological modernization there exist divergent viewpoints with regards to the rigidity of these perceived permanences and at what scale they can be, should be, or need to be contested by social actors.

The initial explanation of ecological modernization, as stipulated by Huber, did not place emphasis on agency.  Huber had a deterministic viewpoint, where he saw ecological modernization as a natural phase in the development of industrial societies: a phase of “superindustrialization” fuelled by the environmental inadequacy of existing industrial systems (Mol 1995: 37).  This phase of industrialization was deemed to be occurring in the early 1980s when competitive pressures compelled industry to green itself.  This view sees technocrats and experts seamlessly reacting to the new ecological rationality and marketplace pressures.  In this formulation, it does not appear necessary, or fruitful, for social actors to contest existing institutions.

York and Rosa (2003) examine whether the deterministic theory of ecological modernization has any validity in industrialized nations.  They find that there is no evidence that ecological modernization has succeeded in initiating policies that reduce throughput on a national scale.  By using ‘ecological footprint’ data they show no decrease in resource use in western European countries.  They emphasize that it is important to note that environmental impacts do not occur within national borders; that the overall scale of the economy can outpace efficiency improvements; and that policy makers’ reactions to environmental demands do not necessarily produce environmental quality improvements.  The theory that ecological modernization is a pre-determined process, already occurring, does not appear to be valid. 

Yet, not all theorists view ecological modernization as a pre-determined evolution of society that is already underway.  For instance, Murphy & Gouldson (1997; 2000) view it is an approach to policy that can guide future processes of economic innovation.  David Harvey’s view of ecological modernization is fundamentally based on agency.  He views ecological modernization as a discourse that can be utilized, and shaped, by a wide variety of actor coalitions.  Harvey (1996) argues that the environmental justice movement has potential to shape ecological modernization into a class project, contesting a vast array of social institutions.  Yet, he also sees the potential for ecological modernization to further entrench the power of hegemonic actors.  An ecological modernization based on agency can take on multiple forms, which will be discussed further in the next section.


Within social democracy there also exist tensions regarding the role of agency and the ability of social actors to change physical and social structures.  On one hand, social democracy prides itself on being a non-deterministic ideology, based on the ability of actors to shape the future:

All determinist views, or if one so wishes, all fundamentalist ideologies which promote the idea that there exists ONE single way which must be followed in order to reach the good society, are in that sense of the term non-democratic. (Carlsson and Lingren 1998: 32) 

one can never know for sure what direction development will take.  This is because it is not predetermined: it depends on people’s own activities. (Carlsson and Lingren 1998: 33)

In Lingren & Carlsson’s definition of social democracy, they argue that a deterministic view of development is undemocratic.  This stems from the social democratic rejection of scientific socialism.  From this viewpoint, they accept a view that societal developments and constructions depend upon people’s individual and collective activities.


Yet, the social democratic belief in agency is also constrained by their belief in pragmatism.  Lingren and Carlsson (1998: 40) also write about the need for politics to operate within “real, existing preconditions” 

On a day-to-day perspective politics can never achieve more than what the external conditions allow, and there are situations where these conditions can be very tight indeed. In a longer perspective politics can change these conditions, but in that case one must realise that this requires time – and often a lot of courage. (Carlsson and Lingren 1998: 41-42) 

The ‘external conditions’ mentioned by Lingren and Carlsson are those physical and social structures that are deemed to be uncontestable in the short-term.  A debate within social democracy exists over what scale (i.e. when and where) these physical and social structures can be contested.  While Lingren & Carlsson, leave open the possibility that politics can change institutions in the long term, they stipulate that agency within nations can be constrained in the short-term.  And indeed, social democracy’s acceptance of the necessity for economic growth (see Friman 2002) as well as globalization & competitiveness (see, for instance, Albo 1997) in some cases, seems to communicate that social democracy views the constraints as being ‘very tight indeed’, and that little is left open to contestation.


Social democracy and ecological modernization will interact on the terrain where the debate over the possibilities of politics occurs.  Conceivably, the role of agency in shaping ecological projects can be completely foreclosed by social democrats (i.e. deteriorations in environmental quality will be taken as an ‘external condition’).  Social democracy could also follow in the deterministic belief of ecological modernization if it sees the dynamics of the international environmental technology market as an ‘external condition’.  It will then, likely, aim to reap the economic rewards from environmental technology exports and not view environmental strategy as a way to change physical and social structures.  Yet, it is also possible for social democracy to see ecological modernization as a concept very open to the possibilities of politics and a potential lever to change ecological and social relations.  Let us then examine the multiple forms of ecological modernization that social democratic actors can construct.

Multiple Forms of Ecological Modernization


An agency-based theory of ecological modernization underscores that social actors construct the discourse of ecological modernization and the discourses within ecological modernization.  Ecological modernization, led by different actors with different ends in mind, is open to a vast array of societal projects.  Some actors view ecological modernization as a way to maintain the hegemony of capitalist organization, while others see it as a strategy to achieve both radical ecological and social goals.


Christoff (1996) makes a distinction between ‘strong’ and ‘weak’ forms of ecological modernization.  The ‘strong’ form has robust ecological and democratic criteria; is driven by the environmental movement; is institutional and international.  A ‘weak’ form of ecological modernization also exists: with emphasis on economic criteria and with governments and business continuing the “instrumental domination and destruction of the environment”.  The weak form is characterized as economistic, technological, national, hegemonic, technocratic and neo-corporatist.


Hajer (1996) examines three different ‘discourse coalitions’ found within ecological modernization by presenting ecological modernizations based on ‘institutional learning’, ‘a technocratic project’, and ‘cultural politics’.  The ‘institutional learning’ perspective’s strategy is to incorporate environmental considerations into existing hegemonic institutions (business, government).  There is no challenge to existing forms of power.  The ‘technocratic’ perspective advocates alternative technologies and challenges biases towards hierarchy and centralization.  The ‘cultural politics’ perspective hopes to go beyond the modern/anti-modern debate and recreate the relationship between society, nature and technology.  This perspective seeks to question who defines nature, and whose interests are served in the current definition of environmental problems.  Issues of power and the encouragement of conceptual changes are fundamental to the ‘cultural politics’ perspective.


David Harvey (1996) considers the potential that political actors have to seize the discourse of ecological modernization to achieve their own goals for society.  He observes that ecological modernization appeals to existing structures of power and can further secure their hegemony:

The discourse would not have the purchase it evidently has had without a significant tranch of support from the heartland of contemporary political-economic power.  (Harvey 1996: 380)
Indeed, it is not impossible to imagine a world in which big industry (certain segments), big government (including the World Bank) and establishment, high-tech big science can get to dominate the world even more than they currently do in the name of ‘sustainability’.  (Harvey 1996: 382-383)
But Harvey (1996: 380) also sees opportunities for a radical agenda to gain ground within the ecological modernization discourse, stating: “as often happens with a public discourse in formation, all sorts of interventions and openings have occurred, through which quite a bit of radicalization has been achieved”.  Harvey (1996: 400-401) points to the environmental justice movement as an actor group that can “reclaim for itself a noncoopted and nonperverted version of the thesis of ecological modernization”.  Harvey defines an ecological modernization strategy, led by the environmental justice movement, seeking alternative forms of production, consumption and distribution as a ‘class project’ because it contests who has power over environmental transformations.


The discourse of ecological modernization can take many forms, since it leaves itself open to a variety of different policy goals and understandings of social change.  Particular actor groups or ‘discourse coalition’ shape each form of ecological modernization.

Conclusion


Ecological modernization is a discursive construction that informs and legitimizes a policy based on an ecological industrial restructuring.  The understandings of physical and social reality in ecological modernization discourse correspond with many of the understandings found in social democratic ideology.  Tensions exist within social democracy and ecological modernization over the perceived ability for social actors to contest physical and social structures.  The interaction of the two discourses throttles, and changes, these tensions and leaves open a variety of forms for social democratic ecological modernization.


In this study, I examine an ecological modernization discourse led by social democratic actors.  Ecological modernization as a theoretical approach sheds light on what goals this particular social democratic ‘discourse coalition’ attempts to achieve through its green industrial policy.  An analysis of the various forms of ecological modernization presents a tool to evaluate the suggested direction of social democratic green industrial policy (i.e. ‘weak’ or ‘strong’; ‘institutional’, ‘technocratic’, or ‘cultural politics’; eco-socialist or hegemonic).  Through analysis of the Swedish case we can evaluate if social democratic ecological modernization is a challenge or a boon to neo-liberal hegemony and if it makes a real contribution to improving environmental quality.

Chapter 5

The gröna folkhemmet and ecological modernization discourse

As explained in the previous chapter, ecological modernization is a discursive and ideological approach to policy development that can take multiple forms to serve a variety of societal projects.  It suggests that environmental problems can be solved within the present institutions of capitalism (Hajer 1996; Mol and Spaargaren 1992;, 2000) by achieving economic growth and international competitiveness through the development of environmental technologies and changes in processes of consumption and production (Murphy and Gouldson 1997;, 2000).  In this chapter I explore the discursive construction of the gröna folkhemmet to study a social democratic ecological modernization.  In Sweden we see a social democratic party implicitly appealing to the traditional model of Swedish social democracy characterized by a strong labour movement, the leadership of the Social Democratic Party, concern for equality and welfare, and strategic cooperation with the owners of capital.  Through analysis of interviews and documents, I will explain how the gröna folkhemmet has adopted a discourse of ecological modernization from a social democratic rationale by discussing how environment is related to economic growth, international competitiveness and the welfare state.  I will also analyze what form of ecological modernization is proposed by Swedish social democracy, in the views of proponents and critics, by elaborating on the degree to which ecological, social and economic rationalities are emphasized and how they are viewed as connected.  This will shed light on the public policy goals and strategic approaches that direct green industrial policy in Sweden.

Lennart Lundqvist (2000) has explored the feasibility of two models of ecological modernization in describing Sweden’s shift from traditional environmental policy towards ecological modernization: Jänicke’s (1997) model of “environmental capacity building” and Hajer’s (1995) “argumentative approach”.  Jänicke’s model stipulates that macro level framework conditions induce the micro-level choices that lead towards ecological modernization.  The framework conditions that create ecological modernization include: a strong economy; a ‘political-institutional framework’ that encourages the strong representation of environmental interests; a ‘situative context’ that induces actors to accept ecological modernization as a strategic advantage; and a ‘cognitive-informational’ framework that can provide expertise on human-environment interrelations.  Lundqvist found Jänicke’s framework conditions to be absent in all areas except ‘cognitive-informational’ in Sweden’s case.  When the Social Democrats brought forth the discourse of ecological modernization in the mid 1990s, Sweden was facing severe economic difficulties.  The political-institutional framework in Sweden did not encourage representation of environmental interests, since the policy was initiated in a centralized fashion through the Ministry of the Environment, where the Social Democratic Party maintained control.  Nor did the ‘situative context’ provide a clear reason to accept ecological modernization.  The main concern of the Social Democrats upon Persson’s arrival as Prime Minister in 1995 was to restore economic balance and appease international investors through austerity measures, not ecological modernization.  To gain support for the austerity program, the Social Democrats formed a coalition with the more environmentalist Centre Party who demanded a guarantee that the shut-down of nuclear energy in Sweden would occur sooner rather than later (an issue that has lingered since the 1970s).  Yet, there were no calls from the Centre Party for ecological modernization.  Rather, the initiative came from the Prime Minister himself.  The one area where Sweden’s framework conditions appeared to be right for ecological modernization according to Jänicke’s model was in the ‘cognitive-informational’ area because government agencies had undertaken extensive R & D activities on environmental issues.  Lundqvist concludes that individual actors (in particular the Prime Minister) seemed to be most important for Sweden’s ecological modernization instead of institutional-framework conditions.


Lundqvist finds Hajer’s (1995) “argumentative approach” somewhat more satisfactory.  Hajer’s approach emphasizes how actors interact to produce “discourse coalitions” through the telling of “story-lines”.
  The story lines concur to actors’ values and understandings and provide the actors in the discourse coalition a relative advantage over other actors.  The ‘story-line’ proposed by the Prime Minister was the gröna folkhemmet.  Lundqvist mentions that Persson had been exposed to environmental issues through his involvement in the Agricultural Committee and the Rio Conference
 before his rise to the Prime Minister’s position, and was thus perhaps already sold to the ecological modernization story line.  The gröna folkhemmet discourse coalition was also acceptable under Sweden’s economic position and the Social Democrat’s political position: in the middle of a deep recession, ecological modernization proposed a win-win between economic growth and the environment, reconciling business, labour and environmental interests; for the Social Democratic Party it also represented an opportunity to fend off environmental challenges from the more environmental Green, Left and Centre Parties.  Yet, Lundqvist (2000: 30) does find fault in Hajer’s model because of its lack of emphasis on institutional factors and the lack of emphasis on the differing political power positions, and resources, of actors within discourse coalitions. Hajer’s model does not have the ability to describe that, in Sweden’s case, the acceptance of the ecological modernization ‘story-line’ was greatly influenced because of the Prime Minister’s advocacy, which is no doubt more powerful than a group of street-level environmentalists.

Following Hajer (1995) I will examine the gröna folkhemmet as a particular ‘story-line’ meant to appeal to a social democratic ‘discourse coalition’.  Yet, I also wish to consider the importance of powerful actors within the discourse coalition and institutional factors, as proposed in Lundqvist (2000).  The case of Sweden as a small-open economy should be considered when exploring the development of social democratic policy as well as the significant power wielded by the political leadership of the Social Democratic Party and the labour movement in the construction of the gröna folkhemmet.

Growth and Competitiveness


Social democrats embrace a strategy of ecological modernization whereby ecological goals can be met within the context of continued economic growth.  Olof Eriksson (2004), an advisor to the Prime Minister, singled out the Social Democratic Party’s continued support for GDP and export growth as one of the main differences between social democratic environmental policies and policies proposed by other environmental movements.  In our interview, he produced a hand-drawn graph showing GDP, exports and consumption of energy and water resources in Sweden from 1945 to 1995, with projections until 2020.  The graph showed continuous increases in GDP and exports with natural resource consumption holding steady or decreasing.  He felt that the social democratic ideal was to have continuous economic growth and zero or diminishing use of energy, water and materials.  This strategy is supported by the labour movement: Sven Nyberg (2001: 41), a trade union official that works with environmental issues, writes that “when looking at these issues from a trade union perspective, there is no doubt about the need of continued growth”.


The labour and social democratic movements in Sweden support economic growth, productivity and competitiveness because it is viewed as essential for the provision of social welfare and an increased standard of living for workers.  In a small nation like Sweden, increased imports reduce prices and increase workers’ purchasing power.  To pay for the imports, policy makers must consider the competitiveness of Swedish exports (Pontusson 1992: 3).  Thus, the labour movement in Sweden supports free trade, efforts to increase international competitiveness and improvements in productivity.  In the post-war Rehn-Meidner plan, the labour movement viewed increased productivity as essential to providing increased wages for low-wage workers without increasing inflation.  Through a combination of wage pressure on inefficient firms; active labour market policy; and restrictive fiscal policy coupled with investment policies favouring efficient firms, the Swedish labour movement created a post-war economic strategy intended to boost productivity and reduce wage inequalities at the same time.
  The social democratic policy tradition has attempted to make economic growth serve the goal of an increased standard of living for the working class.  

Economic growth is viewed as important for the maintenance of the welfare state.  Social Democratic policy in Sweden has concentrated on the delivery of social welfare, and less on government control over base industries in the economy.  The welfare state is financed through tax revenue, not profits from government owned industry.  Jonas Pontusson (1984: 84) explains: “because the welfare state produces non-commodified services, its continued expansion depends on the productive output of capitalist enterprise”.  In a Social democratic-mixed economy, with government delivery of social welfare, private-sector economic growth becomes essential to achieving welfare-based goals.


Both decreases in wage differentials and the provision of welfare have been sought through growth-based strategies in Sweden.  Thus, the story-line of the gröna folkhemmet has acknowledged that growth is considered fundamental to social democratic society.  The labour movement reminds Swedish society of this position. Sven Nyberg, of the LO, states:

it is well known that the progress of the distribution policy achieved previously was based on an increasing economy…The knowledge of the need of growth is, above all, based on the fact that work is and will be the foundation of welfare.  (Nyberg 2001: 42)

The social democratic ‘emancipation of the ecology’

Mol’s (1995) description of ecological modernization theory highlights four societal spheres: economic, ecological, political and socio-ideological.  Following Polanyi (2001) he argues that modernization ‘disembeds’ economic processes from traditional social structures.  As a result of ‘disembedding’, the ecological sphere becomes increasingly subsumed into the economic sphere.  In ecological modernization, Mol describes a process of ‘emancipating’ ecological rationality from the economic sphere, so that ecological and economic rationalities can both be valued in their own right.  What is advocated by ecological modernization is not a rejection of economic rationalities or a complete reversal of the disembedding process.  Mol (1995: 29-30) describes that a “modern ‘re-embedding’ process should result in the institutionalization of ‘ecology’ in the social practices and institutions of production and consumption”.


Can the gröna folkhemmet’s ‘emancipation of the ecology’ ensure the endurance of an ecological rationality within Sweden’s institutions of production and consumption?  Anders Bergerus (2004), the vice-mayor of Tyresö municipality and a long-time Social Democrat, shed light on this question when he described the gröna folkhemmet as a project that attempts to ensure that environmental issues are considered on par with ‘pocketbook’ issues of economic and social security.  In interview, he cited Maslow’s (1954) hierarchy of needs, a theory that states that needs at the top of the hierarchy are considered after more crucial needs at the bottom of the hierarchy are met.  He felt that, in Sweden, people consider environmental issues to be low in importance, akin to issues of philosophy and theatre.  People are not concerned with environmental issues because income, housing and social security issues are of primary importance to them.  The gröna folkhemmet, he explained, is an attempt to ensure that the environment became an issue of “basic needs”.  This is to be achieved by adopting a strategy akin to ecological modernization, where the livelihood of Swedish citizens and the delivery of welfare are connected to the export of environmental technologies and environmental employment.  Bergerus sees the gröna folkhemmet as a strategy to ensure that environmental issues are taken into consideration.


The description of the gröna folkhemmet offered by Bergerus highlights the uniqueness of a social democratic form of ecological modernization.  The gröna folkhemmet follows in the perspective shared by both Marxists and ecological modernization theorists that there is a material dimension to modern societies, and that consideration of social needs cannot be treated in isolation from nature (Mol and Spaargaren 2000: 26-27).  Bergerus (2004) also alludes to a social democratic form of the “economization of the ecology” mentioned by Mol (1995: 40) as one of the mechanisms for ecological modernization with “the general aim…to get economic actors to systematically take environmental considerations into account in their participation in economic processes of production and consumption”.  Since a high degree of Sweden’s consumption is administered collectively in the form of welfare, and production has, historically and to a much more limited extent, been influenced by investment strategies and corporatist arrangements (see Pontusson 1992), a social democratic form of the “economization of the ecology” might look different from ecological modernization in its neo-liberal guise.  Bergerus (2004) emphasis on “basic needs” is closely tied to the state’s capacity to administer welfare instead of the preservation of capitalist organization.  A neo-liberal ‘economization of the ecology’ whereby the ‘correct price’ of nature is sought raises the potential to exacerbate Polanyi’s (2001: 137) description of the commodity fiction whereby “leaving the fate of soil and people to the market would be tantamount to annihilating them”.  In Sweden, the social democratic policy goal is aimed at delivering welfare, and the market is utilized in a strategic way to accomplish this goal.   The gröna folkhemmet is a priori, concerned with greening the welfare state, not the market, suggesting a different approach to how ecological criteria will be re-embedded in society.  This still leaves the question of whether or not social democracy can deliver a true ‘emancipation of the ecology,’ as envisioned by ecological modernization theorists.

The dimensions of social democratic ecological modernization


Mol’s (1995) description of the growing independence of the ecological sphere from the economic, political and socio-ideological spheres creates a spectrum of choices based on which spheres will be more dominant.  Further differentiations in forms of ecological modernization are made between ‘weak’ or ‘strong’ (Christoff 1996), socialist or hegemonic (Harvey 1996) and ‘institutional learning’, ‘technocratic’ or ‘cultural politics’ (Hajer 1996).  The gröna folkhemmet as a social democratic ecological modernization encompasses a certain position on a multi-dimensional spectrum with differing emphases on economic, ecological, social and political rationalities and differing understandings of issues such as equality, democracy and power. 


In Sweden, the policy discourse and governmental administrative procedures strongly support ecological criteria.  Katarina Eckerberg (2000: 217).explains that the concept of sustainable development in Sweden is seldom used without the prefix ‘ecological’ sustainable development, “placing emphasis on the ecological dimension and on the limits of natural resources and the environment”.

Legislatively, the prominence of ecological considerations is achieved through the 15 Environmental Quality Objectives, approved by Parliament in April 1999.  The objectives relate to: climate, air, acidification, toxins, ozone, radiation, eutrophication, lakes and streams, groundwater, marine environment, wetlands, forests, agriculture, mountains and the built environment.  The overall goal is to “hand over a society to the next generation in which the major environmental problems have been solved” (MoE 2001a: 6).  An overall target has been established for each objective.  Interim targets, mostly related to 2010, have also been developed.  Sectoral agencies prepare reports and action plans to meet the targets and various government authorities (mostly the Swedish Environmental Protection Agency) take responsibility for monitoring each of the quality objectives, while the Environmental Objectives Council is responsible for the overall coordination.  Evaluation is based on a system of environmental indicators, amongst other methods.  The government provides yearly progress reports, based in part on reports presented by each ministry, to Parliament (MoE 2001a).  Lennart Lundqvist (2004a) states that this form of “management by objectives” has the effect of internalizing an ecological rationality in government agencies.


Social democratic actors gave prominence to the ecological dimension of the gröna folkhemmet, while also emphasizing how the environment was related to economic, social and cultural dimensions.  When asked, in interview, to explain the gröna folkhemmet social democratic actors frequently mention two aspects: the first is that the party realizes that something has to be done to improve the environment; the second aspect is that new environmental technologies can create an economic opportunity if Sweden can be the first to develop them (Lingren 2004; Bergerus 2004; Jansson 2004).  Social democratic actors also mentioned the importance of the environment to the social and cultural life of Sweden.  Sweden was described as a country where citizens frequently commune with nature through trips to summer housing and hunting activities (Jansson 2004).  The realization that the environment was important for social life was realized by the Social Democrats as early as the 1930s, when many municipalities set aside green space so that all economic classes could enjoy leisure.
  Through their discussions on the environment and policy history, Social Democrats show that they desire certain human-nature interactions: implying that nature can to some extent be socially constructed so that all classes are given access.  The principle of ‘right to public access’ to the wilderness or ‘everyman’s right’, whereby every individual in allowed to roam freely on private property provided that it does not disturb or cause damage, is a tradition that entrenches a Nordic conception of how social institutions interact with the environment.  Social democrats appear willing to highlight the social construction of the environment to ensure equality.  Sven Nyberg (2004), an LO official who works with environmental issues, feels that the social dimension of sustainability is where the labour movement can have the most influence.  In Persson’s 1996 speech to the Social Democratic Party Congress he emphasized a number of social, cultural, spiritual and ecological dimensions of the gröna folkhemmet:

Now at the threshold of a new century, we witness a new spring for solidarity, for humanism and for compassion.  Consider the young generation.  Many of them have wonderful ideas.  They struggle for a better environment, for peace, for refugees and for immigrants.  Some of them lead a very simple life from a material point of view, and they place a higher value on community and culture than they do on owning things.  I believe that these young people are more in tune with what development requires than was the case with the values which dominated the 1980s.  We face a tremendous and beautiful challenge.

I would like to make Sweden into a model country for ecologically sustainable development.  We will rebuild the country step by step.  Building a ‘sustainable Sweden’ means reviewing our values, what we think is most important in life.  An existential dimension, which affects our view of what is sacred and indispensable.  The vision of a sustainable Sweden has the opportunities for combining what is best in the traditions of the labour movement with the new challenges which we face; a view of the whole together with the reformist strategy of small steps at a time, justice and internationalism, jobs and the struggle for our life environment on the planet Earth.  (Address by Prime Minister Göran Persson, Swedish Social Democratic Party Congress, Stockholm, 16 March 1996 quoted in Klevenås 1999: 217-218)

The gröna folkhemmet seems to place a strong emphasis on ecological rationality, while still wishing to maintain a traditional social democratic emphasis on welfare and equality (the social dimension of sustainability or the socio-ideological sphere as categorized by Mol (1995)).  As explained in the first section, economic rationalities are prominently considered because of the connection that economic growth and competitiveness has to achieving social goals connected to social welfare and equality.  Both nature and human institutions are affected by the social democrats’ conception of the gröna folkhemmet.


It is not entirely clear why such a strong emphasis is placed on the ecological dimension in the Swedish conception of ecological modernization.  One explanation is that Sweden, as an industrialized nation with high resource consumption, sees the reduction of their use of the global commons as a way to promote international equality and express international solidarity (Klevenås 1999: 218; Eckerberg 2000: 217).  The Swedish Climate Strategy (MoE 2001) states that the reduction of greenhouse gases is a ‘consideration of global justice’.  While noting that the poorest countries will be hardest hit by global warming the strategy states that it is “supremely important that the developing countries should have the possibility of investing in ecologically sustainable solutions” (MoE 2001: 5) given that they will need to increase energy use for some time.  Since, the richest nations bear the brunt of the responsibility for the problem of global warming, it is essential that they cut their greenhouse gases.  Sweden, has promised to do this by setting an interim target to reduce its greenhouse gas emissions to 4% below 1990 levels by 2010, even though the country is allowed to increase their emissions to 4% above 1990 levels as part of the European group in the Kyoto Accord.  The social democratic notion of equality is further extended to include future generations.  The Social Democratic Party program states:

Environmental policy also entails a further political principle affecting the redistribution between generations.  For the sake of their own welfare today’s generations do not have the right to impoverish the natural resources and physical environment that form the basis also for the life of coming generations.  From this point of view Social Democracy is an environmentalist party.  (SAP 2001: 13-14)

The prominence of ecological rationality might also stem from the early tradition within the Social Democratic Party of viewing economic growth as a means towards achieving social goals of equality, freedom and solidarity (Friman 2002: chap 3).  Social democracy considers its social goals (of which ecology can be included) first, followed by an evaluation of which economic processes can achieve these goals. 

A social democratic ecological modernization?


The gröna folkhemmet is a particular discourse of ecological modernization, adopted for a social democratic rationale.  Proponents of the gröna folkhemmet suggest that this form of ecological modernization is characterized by support for economic growth to maintain welfare and a high-standard of living for the working-class; a materialist conception of reality, suggesting that social considerations cannot be divorced from ecological criteria; and strong support for ecological as well as social rationalities.  For social democracy, the discourse specifies changing conceptions of equality and solidarity.


Where then does the gröna folkhemmet, lie on the spectrum of possible ecological modernizations?  The proponents of the gröna folkhemmet, point towards a social democratic form of ecological modernization with strong support for environmental quality and social democratic values of freedom, equality, solidarity and democracy.  The Social Democrats consider economic rationalities because of the connection that ecological processes have for the delivery of social welfare in Sweden.  The strong support for ecological rationality stands out, and places the gröna folkhemmet closer to the ‘strong’ form of ecological modernization as classified by Christoff (1996).  The widening of social democratic notions of equality and solidarity to include citizens in other parts of the world and future generations, and the belief that nature should be accessible to all communicates that social democratic ecological modernization sees itself carrying out a ‘class project’, placing it as a noncoopted form of ecological modernization mentioned by Harvey (1996).  The Social Democrats, and the Nordic region more generally, have a tradition of providing all people with the ability to enjoy nature in urban and rural environments, pointing towards a consideration of ecological modernization as ‘cultural politics’ (Hajer 1996).
At the opposite end of the spectrum, ecological modernization in its neo-liberal form is one that is mostly concerned with economic rationality and is interested in using environmental concerns as a means to justify the ongoing hegemony of capitalist organization.  This form of ecological modernization threatens to further exacerbate Polanyi’s (2001) ‘commodity fiction’, whereby nature is disembedded from social and ecological processes.  Christoff (1996) classifies this form of ecological modernization as ‘weak’, and David Harvey (1996: 382-383) warns of this form from an eco-socialist perspective.  America-Vera Zavala (2004), A Swedish activist in the Attac movement and the Left Party is concerned that the gröna folkhemmet is closer to ecological modernization in its neo-liberal guise.  She notes that the Social Democratic Party in Sweden has implemented neo-liberal policies of deregulation and globalization with ease because of their appeal to folkhem nostalgia.  She states that the folkhem is no longer in existence in Sweden and that the Social Democrats have “won every election in the past 15 years talking about a country that doesn’t exist anymore”.  In Vera-Zavala’s (2004) opinion, the gröna folkhemmet is neither concerned with greening or with the maintenance of the welfare state, but with putting a new-green label on the Social Democratic Party so it can remain in power.  Vera-Zavala (2004) places much more emphasis on what the Social Democrats have done, than on what they have said.  To judge whether the gröna folkhemmet is a challenge to neo-liberal forms of ecological modernization, it is necessary to go beyond discourse and analyze policy implementation.  This will be the task in the next chapter. 

Chapter 6

Sweden’s Local Investment Program (LIP)


The Local Investment Program (LIP) was Sweden’s largest environmental investment initiative and is, thus far, the main policy of the gröna folkhemmet (green welfare state) in Persson’s Social Democratic government.  The brainchild of Social Democratic policy advisor, Olof Eriksson, a delegation for ecological sustainability proposed the program as part of a strategy for a Sustainable Sweden, supported by the Left and Green Parties in Parliament (Eckerberg et al. 2005: 7).  The stated purpose of the program was to “speed-up Sweden’s transition to a sustainable society” (MoE 1999: 1).  The program provided 6.2 billion SEK (C$1.08 billion) in government grants from 1998 to 2003 to municipally based projects (SEPA 2004a).  The stated successor to the LIP, is the Climate Investment Programme, which allocates a total of SEK 900 million (C$ 158 million) from 2002 to 2004 (SEPA 2005b).

The central government structured the LIP to allow municipalities, and NGOs and businesses as part of municipally sponsored projects, to apply for project grants.  The LIP grants were coupled with the recipient’s funding, giving a total investment of SEK 27.3 billion (C$ 4.8 billion) over the period of the program’s existence (SEPA 2004a).  The average size of the government grants comprised 35% of a project’s funding (Eckerberg et al. 2005: 64).

From 1998 to 2002 the applications were processed within the central government’s cabinet.  A special unit in the Ministry of the Environment titled the Ministry Unit for Ecological Transformation and Development processed the applications, and could seek support from expert agencies, while an inter-ministerial group titled the Delegation for Ecological Sustainability formally approved the grant applications (Lundqvist 2001: 324-325; Eckerberg et al. 2005: 25).  In 1999 the Swedish Institute for Ecological Sustainability was established to support municipalities in their applications (Eckerberg et al. 2005: 25).  In 2002, the responsibility for applications moved from the cabinet to the Swedish Environmental Protection Agency (SEPA), which constructed the Council for Investment Support to administer the last round of LIP funding (Eckerberg et al. 2005: 26).

The criteria for awarding grants was regulated under the Ordinance on Support for Local Investment Programmes Aimed at Enhancing Ecological Sustainability in the Community.  The LIP was designed to stimulate tailor-made action programs for innovation and creativity in municipalities.  It was not designed to finance individual projects in individual sectors (SEPA 2004a: 4).  The programs were intended to stimulate employment; increase energy and resource efficiency; promote the use of renewables; increase re-use and recycling; strengthen biological diversity; conserve cultural heritage; improve the cycling of plant nutrients; and improve the indoor environment (SEPA 2005a).
   Ecological criteria were presented as the prime factor in evaluating applications while “the number of jobs created has not played a central role when comparing the merit of applications” (SEPA 2004a: 6).  No doubt, job creation was still part of the criteria, since LIP was introduced during an economic slowdown.  Originally, a requirement for projects to contribute to the development of new technologies or work practices was included, but this requirement was abolished in 1999 (GoS 1999).  Some of the reasons stated for the rejection of LIP applications were insufficient environmental analyses; no account of public, business or NGO involvement; low cost-efficiency in terms of environmental impact; insufficient descriptions on how projects related to the overall program of the municipality; and lack of follow-up strategies to programs (SEPA 2002).
The LIP has helped finance 1814 measures in 161 municipalities, and 2 local federations (SEPA 2004a: 3).  The nature of the projects financed is fairly diverse.  The majority of the grants (35%) supported renewable energy or energy conservation measures.  Funding went to waste reduction (11%), water & sewage (10%), traffic (10%), multi-dimensional projects (12%), nature conservation (6%), site remediation (6%), public education and administration (5%), and building projects (4%).  The lowest amount of funding (1%) went to industrial projects (SEPA 2004a: 5).
Many of the projects built upon existing institutions of the welfare state.  Prime Minister Persson mentioned the ecological and social renewal of housing areas built during the 1965-74 Million Dwellings Program as a prime candidate for LIP support.  LIP projects in housing, a sector that epitomizes Swedish social welfare policy, fit well with the “greening of the welfare state” story-line propagated by the Social Democratic Party.  In the first year of funding (1998-99) the housing sector received over half of the overall LIP grants, which existed under program categories of water and sewage; multidimensional projects; renewable energy conversion; energy efficiency; and waste reduction (Lundqvist 2004b).  Housing restoration projects undertook to install energy-efficient light-bulbs, lighting occupancy sensing systems, time-controls for ventilation systems, waste sorting, and conversions from oil-based to bio-mass fuel heating systems (SEPA 2004a).

Implementation of principles of industrial ecology can be found in programs that received LIP funding.  The field of industrial ecology searches for opportunities to use waste products from one production process as resources for another (Ayres and Ayres 1996).  The LIP has sponsored many projects that convert organic wastes into biofuels that are used for local transportation, home heating or industrial production.  One example of industrial ecology principles in practice is in the municipality of Nynäshamn, where the oil industry and municipality are involved in an energy exchange.  In this LIP program, Fortum AB, a private company, builds a new district heating system, supplied by biofuels, close to an oil refinery.  Steam produced by the heating plant, which was previously destroyed by air cooling, is transferred to the Nynäs AB oil refinery where it can be used.  Excess heat from the oil refinery is transferred to the municipal heating system and helps supply the community.  An exchange of energy occurs between the municipality, the oil refinery and the heating plant, leading to an overall decrease in energy use.  A total investment of $US 29 million, including a $US 7.7 million LIP grant, is expected to reduce CO2 by 98,000 tons (MoE 2001: 7). 


LIP grants have also financed programs concerned with urban core-periphery relations: where municipalities consider their impacts on areas outside of the city.  In the county of Östergötland, in south-east Sweden, six municipalities (Finspång, Norrköping, Linköping, Motala, Mjölby and Boxholm) have combined efforts to conserve wetlands and watercourses, with the aim to improve water quality by reducing nitrogen and phosphorus run-off (MoE 1999: 1).  This is an example of a group of municipalities initiating a nature conservation project.  However, examples of municipalities working in conjunction such as this one were infrequent, because municipalities were not allowed to apply together within one single program (Eckerberg et al. 2005: 37).

The LIP is also heralded as a program that has helped create export opportunities.  A small brochure (in English) mentions programs that have created new technologies to clean up waterways, and the building of housing that uses renewable energy and recycled products (SEPA 2004). 
The LIP is part of a series of other centrally financed projects aimed at sustainable development in Sweden.  Of these programs, the LIP is by far the largest in terms of financing and the number of projects.  It has been heralded as “the largest investment in ecological sustainability to date in Sweden” (SEPA 2004a: 3) and “an exceptionally grand effort to promote sustainable development at the local level also from a comparative European perspective” (Eckerberg et al. 2005: 8).  From 1998-2003 the government has provided 6.2 billion SEK (C$1.08 billion) in grants, which have been matched by local funds, making for an overall investment of 27.3 billion SEK (C$ 4.8 billion) (SEPA 2004a: 3).  161 municipalities, making up over half of all municipalities in Sweden have received grants.  Olof Eriksson (2004), who was an environmental advisor to the Prime Minister, said that receiving support for the LIP during the period of budgetary restraint in the 1990s was ‘somewhat of a sensation’ and could not have happened without the personal support of the Prime Minister.  This should however not give the impression that the Swedish economy is being fueled by green growth through this investment program.  The 27.3 billion SEK (C$ 4.8 billion) in projects accounts for 0.2% of Sweden’s GDP from 1998-2003 (Statistics Sweden) and the 6.2 billion SEK (C$ 1.08 billion) in LIP grants account for 0.9% of the transfers from the central government to the local government over this period (National Institute of Economic Research).

The LIP is unique in terms of Swedish public administration because the Cabinet directed the original implementation of the program instead of a government agency, as is the usual practice.  The justification for this unusual form of administration was that no cross-sectoral, sustainable development agency existed to administer the program (Eckerberg et al. 2005: 8).  Lundqvist (2001) argues that the late appearance of a formal ordinance to clarify governmental roles and the vagueness of these criteria further centralized power in the Cabinet.  The placement in the Cabinet, and the political gains sought from this placement, meant that the LIP was viewed as, very much, a Social Democratic project.  The LIP program, created just before an election year, spurred a series of announcements to municipalities organized by local Social Democratic Party organization (Lundqvist 2004b 1288-1289).  The party’s political strategy was likely to fend off environmental challenges from the Green, Left and Centre Parties.  Lena Klevenås (2004), a social democrat MP, recalls making announcements in her riding but does not see the LIP programme as solely a political affair.  Olof Eriksson (2004), says he traveled around the country and gave a number of talks to local Social Democratic Party organizations about building Sustainable Sweden.  The political considerations were obviously present (Lidmark 2004), but Social Democratic actors also emphasized the Prime Minister’s personal commitment to the project (Eriksson 2004; Klevenås 2004) and Olof Eriksson (2004) said that his talks to local Social Democratic Party organizations provided a glimmer of hope in an otherwise trying period for social democracy in Sweden.

The LIP is also unique in its explicit emphasis on municipalities.  Kjell Larsson, the Swedish Minister of the Environment during part of the program’s implementation wrote that the involvement of the municipalities was important because “players and stakeholders at the local level have a lot of knowledge about environmental problems and about the opportunities for sustainable development in their own areas” (MoE 2000: 3).  Olof Eriksson (2004), explained his belief that central government and industry are incapable of “covering the whole field of sustainability”.  His vision of the program was not to target investment towards certain fields, but to develop holistic projects in areas such as water supply, housing and energy.  Eriksson’s intention was for the municipality to act as a kind of development council whereby any person, business, organization or government with a good idea for sustainability could ask for support.

Government documents mention Agenda 21, a participatory program for sustainable development, as a precursor to the LIP (SEPA 2004a: 3).  Sweden has received high marks for its Local Agenda 21 activities, scoring highest in a European comparison for timing and broad-based implementation (Eckerberg, Coenen, and Lafferty 1999).  In 1998, 97% of municipalities in Sweden are reported to have engaged in the LA21 process (Lundqvist 2004a: 170).  The LIP, as envisioned by Eriksson, saw projects springing from diverse actor networks at the local level.  The rules of the program attempted to encourage actor participation by making funding available to businesses, individuals and NGOs.

The Climate Investment Programme has replaced the LIP, allocating 900 million SEK (C$ 158 million) over the period 2002-2004.  The Climate Investment Program is administered in the same way as the LIP, through the Swedish Environmental Protection Agency, and is heavily based on support for the municipal sector; but with criteria more closely directed to achieving Sweden’s greenhouse gas emission reduction target of 4% of 1990 levels by 2010 (MoE 2001).
 In 2005, evaluations of the LIP are nearing completion.  The LIP has been studied as a process of ecological modernization (Lundqvist 2000;, 2004a;, 2004b), from a comparative perspective (Baker 2002; Eckerberg et al. 2005) and in terms of economic efficiency (Kåberger and Jürgensen 2005).  In this study, I will analyze the LIP as a social democratic industrial policy, leading towards a particular form of ecological modernization. 

The LIP as Social Democratic Ecological Modernization


To put the LIP in the broader context of social democratic ecological modernization we must assess whether the LIP contributed to the achievement of social democratic industrial policy and ideological goals.  The Swedish Social Democratic approach to economic planning has always been pragmatic.  The Social Democratic attitude towards economic management stems from a concern of ‘function over form’ and a willingness to work within given institutional arrangements.  Social democrats criticize dogmatic socialists for being more concerned about debates over the proper organization and method of achieving socialism (i.e. public ownership, revolution) than actually achieving socialist goals.  Prominent Swedish Social Democrats Anne-Marie Lingren and Ingvar Carlsson write: 

The question is no longer which organisation is the most correct, but rather in which way can we best work to promote our ideals, and what policy can best provide opportunities for a long-term development towards the goals which we wish to achieve.  (Carlsson and Lingren 1998: 43)  

This attitude leads social democrats to adopt a conciliatory approach towards existing (capitalist) economic and social institutions, while still maintaining the goal of institutional change in the long-run.  Lingren and Carlsson (1998: 40) write: “policies must be continuously tried out, with ideology as a guiding star but with practical experience as a starting point for what is possible and what solutions are workable,” followed by “on a day-to-day perspective politics can never achieve more than what the external conditions allow” (Carlsson and Lingren 1998: 41).  With cognizance of the external conditions, which are given in the short term, the aim of social democracy is to work with what is available and search for ways that the state can apply leverage to augment desirable processes.


This attitude has led the Social Democrats in Sweden to seldom engage in active industrial strategy (see Pontusson 1991).  Instead, compromise is sought with the business community, whereby the government sets framework conditions, and the labour movement coordinates their actions to achieve social democratic goals of full employment, high-wages and welfare provision.  Tilton (1990: 265) describes the Swedish “third way” as “neither market nor plan per se, but planned markets” , where the government does not pick ‘winner’ and ‘loser’ industries, but is more concentrated with horizontal or framework-oriented forms of industrial policy.  With due regard for existing institutions, social democratic direction of the economy aims to accentuate certain, desired, economic processes.  For instance, the post-war Rehn-Meidner model was principally aimed at accentuating market competition to increase productivity.


The Swedish social democratic approach emphasizes the possibility of exercising power in the economy without the need to exercise ownership.  This strategy was, at various times, implemented in both the private and public sectors.  Nils Karleby’s view of property as a bundle of rights suggested that it was possible, and more efficient, to exercise control over only some forms of ownership, influencing an industrial policy approach that called for only partial socialization.  In the public sector, Gustav Möller trusted local organizations with the task of implementing the welfare state.  This led to a reduction in inefficient centralized bureaucratization, while still giving the central Social Democratic government a great deal of power since the Ministry was the last instance of appeal on legal matters, and the government controlled a portion of the funding.
  Without exercising complete ownership over a firm or government program, social democracy could still achieve macro policy goals without disturbing micro-scale processes that contribute to efficient operations.


The Local Investment Program (LIP) can be seen as following in this social democratic policy tradition.  The aim of the LIP is not to pick winners and losers, but to “speed up Sweden’s transition to a sustainable society” (MoE 1999: 1); implying that sustainability is a process that is already underway in municipalities.  By supplying a portion of the funding, the central government is able to ensure that investment decisions accommodate national goals related to ecological criteria, job creation and economic innovation, while still giving municipal governments relative autonomy over project creation and implementation.  The LIP aimed to play an enabling role for municipalities, businesses and NGOs that have ideas for sustainable development already in progress.  The central government can exercise power without project ownership and it can achieve its goals by working with processes already underway by setting framework conditions.

LIP and economic efficiency


An economic evaluation suggests that the LIP’s administrative setup provided for an efficient achievement of ecological goals (Kåberger and Jürgensen 2005).  An annual reduction of a kg of CO2 cost 0.12 SEK (C$0.02) in LIP grants, and 0.29 SEK (C$0.05) in total investments (LIP grant + coupled funding).  This means a total subsidy of 1.8 billion SEK (C$ 316 million) reduced annual CO2 emissions by 1%.  The same subsidy reduced SO2 by 1% and NOX by 0.5%.  By comparing the cost of the subsidy with the environmental benefit, measured by the amount of the Swedish carbon dioxide tax, this subsidy is deemed to be efficient from a neoclassical, environmental economics perspective.


The cost efficiency of the program is attributed to “successive selection” and “constructive evolution”.  LIP projects went through a multi-step evaluation process from the stage of idea formulation to project completion.  The municipality would first evaluate an idea, followed by the central government agency.  Projects could also be cancelled or modified in the implementation stage as long as the subsidy never increased; the subsidy could be lowered if environmental goals were achieved, projects could be expanded to achieve better results and projects and subsidies could be proportionately decreased.  Public access to information and written correspondence ensured that the process could be checked by public scrutiny (Kåberger and Jürgensen 2005).  Thus, although the central government earmarked 6.2 billion SEK (C$ 1.08 billion) for LIP grants, the Swedish Environmental Protection Agency estimates that the final level of central government investment will be 4.7 billion SEK (C$ 826 million) because some projects have been reduced or discontinued (SEPA 2005c).

While a combination of continuous evaluation at the municipal level and competition between municipalities at the national level appears to have created cost efficiencies, the national competition element also has the effect of increasing the discrepancy between those municipalities that were ahead and behind in terms of sustainable development prior to the program’s start in 1998.  The program tended to further reward those municipalities with active Local Agenda 21 committees who had projects ready to go.  Some municipalities that had their applications rejected by the central government lost enthusiasm for further involvement with the LIP.  The resentment was made worse in cases where municipalities were confused because of unclear evaluation criteria and a lack of support from central government agencies (Eckerberg et al. 2005 38-39).
Primacy of the Public Sector


The LIP as an investment program was mostly concentrated in the public sector.  Out of the 1818 projects sponsored by the LIP, a municipal authority or subsidiary carried out 74% of them, while business associations carried out only 14% of the other projects.
  The prominence of transfers between central and local levels of the public sector is not surprising in Sweden, which is a nation with a strong public sector.  In 2003, government income comprised 56% of GDP and government direct consumption was 28% of GDP (National Institute of Economic Research 2005a;, 2005b).  This gives the public sector the ability to provide significant direction to the national economy through transfers, investments and consumption.

	Table 1:

Value added, market producers and producers for own final use 

current prices - SEK million

	
	Producers of goods
	633005

	
	Agriculture, foresty and fishing
	38435

	
	Mining and quarrying
	4839

	
	Manufacturing
	430632

	
	Electricity, gas and water
	63635

	
	Construction
	95464

	
	
	

	
	Producers of services
	1053409

	
	wholesale and retail trade
	228372

	
	Hotels and restaurants
	33316

	
	transport and communication
	162113

	
	financial intermediation
	83688

	
	real estate, business activities
	444926

	
	Education, health and social work
	52992

	
	Community, social and personal service
	48002

	 unallocated after bank service
	-47887

	
	
	

	Value Added, non-profit institutions serving households
	31204

	Value added, government
	464016

	
	central government and social authorities
	125176

	
	Local authorities
	338840

	Source: 

(Statistics Sweden 2005c)


Local government in Sweden is particularly strong and has responsibility for infrastructure; education; childcare; elder care; care of people with disabilities; energy distribution and generation; housing; culture and leisure.  In 2003, roughly 33% of total government income from taxes and contributions were from local direct taxes and 72% of direct government consumption was from local government (National Institute of Economic Research 2005b;, 2005c;, 2005d).  Local authorities in Sweden account for 16% of total value added in 2003, making the local government sector one of the strongest sectors of production in the economy behind only manufacturing and real estate, business activities (see table 1).  Local government plays the strongest role in both direct production and consumption in the public sector.

The economic power of local governments gives them the ability to provide the partner funds required for LIP projects.  Municipal authorities financed 59% of projects on average; municipal associations, 78%; local units of county councils, 64%; and municipal subsidiaries, 75% (Eckerberg et al. 2005: 64 - table 3).

With a strong local government sector, the central government could direct local decision-making in accordance with national priorities related to ecological and economic criteria by providing a portion of the funding.


With the primacy of projects occurring in the public sector, the program was able to bypass restrictions on funding stipulated by EU competition rules.  It proved somewhat more difficult for the central government to steer the private sector through LIP grants in the same way as the public sector.  In an interview with University of Gothenburg Professor Lennart Lundqvist (2004c) mentioned that the government “probably got some cold feet in terms of harmonization and competition in the EU”.  EU competition rules stipulated a limit of 30% of project costs on the grants given to companies.  In some cases the central government cut business projects out of municipal programs; communicating to municipalities that it was less risky to invest in public sector projects.  A large number of businesses involved in the LIP were small to medium-sized without a large amount of risk capital available to match the government grants (Eckerberg et al. 2005: 42).

The relative lack of business involvement in the LIP projects highlights some of the constraints imposed on industrial policy by the internationalization of markets.
  The strength of the public sector in Sweden has to some extent allowed a green industrial policy to escape these constraints.  However, the inability of this investment program to influence the private sector means that increases in environmental degradation from the private sector could dwarf the environmental benefits that the LIP encouraged in the municipal sector.

Centralized Power


Some researchers have criticized the LIP for its top-down approach to public administration.  Lennart Lundqvist (2004c) described it as one of the most top-down processes he has ever seen.  This characterization is levelled on the program even though the LIP was extremely dependent on municipalities for project development and implementation.  The LIP can perhaps best be explained as a program where the power is centralized, but the processes are decentralized.  A Swedish Environmental Protection Agency (SEPA) evaluation study describes the LIP as a “top-down initiative that has bottom-up consequences” (Eckerberg et al. 2005: 11).  That the top-down characterization is levelled on the LIP is perhaps a testament to the effectiveness of the social democratic approach to government direction inspired by Nils Karleby and Gustav Möller:  the Social Democrats were able to wield significant power from the central level without overall ownership of the program’s implementation. 


The setting of criteria and evaluation of LIP applications was situated in the Ministry of Environment and the Cabinet, and remained there until the last round of LIP grants were given by the Swedish Environmental Protection Agency (2002-2004).  The program’s position within the cabinet was fairly unprecedented in Swedish public administration, since policy implementation is usually the responsibility of administrative agencies.  The justification given was that an administrative agency did not exist for sustainability because it is a cross-sectoral issue (Lundqvist 2001: 326; Eckerberg et al. 2005: 8).  The program’s position in the cabinet, instead of the politically neutral government agencies, left the Social Democrats open to criticism of political opportunism and caused some frustration with LIP applicants, who remained unsure of the criteria (Lundqvist 2001;, 2004b).

A case that shows how the Social Democrats could exercise a great deal of power from a central level is given by Lundqvist’s (2004b) discussion of the Navestad housing renewal project in the working-class city of Norrköping.  The municipality proposed an ambitious ecological housing renewal project, Ekoporten (the Eco Gateway), which the Social Democrats chose as a show-case for the LIP.  The program found it difficult to estimate the ecological results of the project and asked for prolongation.  The central government answered with strict time limits and money restrictions as well as ‘dialogues’ that gave direction to the municipality on how to write applications to satisfy the LIP criteria.  The fuzzy central criteria empowered the central government to direct the pace and priorities of implementation at the local level.

The top-down, centralized nature of the program is criticized as being typically social democratic.  Sweden’s ecological modernization is characterized as “a return to the good old days of the Swedish model, when the state supported massive infrastructural projects of ‘social engineering’ in construction, housing, transportation and energy” (Jamison and Baark 1999: 213).   The use of the term folkhemmet in environmental policy was seen as a further encouragement of a paternalistic attitude where the state serves as the public protector (Jamison and Baark 1999: 204).  Sweden’s national policy style and monopolistic economic structure favours centralization, which seems to have influenced the Social Democrats approach to ecological modernization.  Michelletti (1991) describes the labour movement as particularly unable and unwilling to adapt from centralized-corporatist to more decentralized and heterogeneous institutions.  Jamison and Baark (1999: 205) argue that this leaves Sweden’s form of ecological modernization stuck in a ‘technocratic paradigm’.

Olof Eriksson (2004), who developed the idea of the LIP, defended the Social Democratic tradition of ‘social engineering’ and ‘implementation from above’ (Lundqvist 2001).  Eriksson (2004) asserted that having a strong central government was within the Social Democratic tradition, but that centralized implementation is made efficient because of contact with participatory networks at the local level; he saw local participation and centralized implementation as complementary, and both absolutely necessary.  Thus the program was structured in such a way that the implementation of the centralized criteria was extremely dependent upon ideas coming from networks that existing at the local level.


The stated aim of the LIP was to build upon the Local Agenda 21 process in Sweden, which involved the encouragement of democratic participation and the building of local actor networks (SEPA 2004a: 3).  Sweden, having one of the most active Agenda 21 processes amongst European nations (Eckerberg, Coenen, and Lafferty 1999), suggests that local actor networks were quite healthy.  Furthermore, Sweden has a well-developed history of encouraging environmentally friendly product development through consumer pressure: particularly in the food sector (Jamison et al. 1990).  Social democrats welcome consumer influence in markets and see an equal income distribution as essential to empowering consumers (Carlsson and Lingren 1998: 10).
Yet the extent of bottom-up pressure coming from participatory networks in Sweden is debated.  In a comparative study of the history of the environmental movement by Jamison et al (1990), the social democratic policy tradition in Sweden is said to have a stagnating effect on bottom-up processes.  The consensus-based nature of policy development that operates through interest group representation on government commissions and agencies has allowed environmental concerns to quickly find their way into government legislation, but the quick incorporation operating at the central level can also take the wind out of the sails of grassroots movements.  Jamison et al (1990: 43) state that, “the (environmental) movement seldom had the initiative, but was most often forced to respond to initiatives emanating from institutions and organizations within the established political culture”.  The role of the environmental movement is said to have become one of spreading information instead of “propagating a new kind of knowledge” (Jamison et al. 1990: 60).  The situation described by Jamison et al (1990: 43) is that the social democratic tradition in Sweden has stagnated the environmental movement’s ability to produce new ideas:  “the environmental movement, almost from the moment that it first emerged in Sweden, was subjected to counter-attack and incorporation pressures from the extremely powerful and well-organized ‘old’ social movements of the working class”.  America Vera-Zavala (2004), an activist in the Attac movement in Sweden, talked about the pressures for incorporation that existed in many social movements related to issues such as nuclear power and women’s rights:  she described a tendency for movements to be “swallowed” by the Social Democratic Party.


The LIP is a program very dependent on the health of local networks to produce knowledge and ideas that encourage sustainable development.  Olof Eriksson describes the ideas emanating from bottom-up processes as essential to achieving policy goals stipulated by the central government.  Yet, the dynamism of bottom-up processes is said to be in peril due to a tradition of centralized policy development and implementation.  By examining the LIP we can see if the complementarities desired by Eriksson between central (top-down) and local (bottom-up) processes was achieved.  As previously mentioned, this policy framework has achieved a high level of efficiency and has allowed the project to escape some of the constraints imposed by the rules that govern the internationalization of markets.  I will now turn to an assessment of the program’s ability to achieve social democratic industrial policy goals related to innovation, technological competition, social justice and societal transformation as suggested by the discourse of the gröna folkhemmet.

The Social Dimension & Environmental Innovation


One consequence of centralized implementation is that ‘softer’ projects, that more closely consider the social dimensions of sustainability, tended to be excluded from LIP funding.  The criteria stipulated for LIP funding originally left the door open to projects concentrated on increasing participation, awareness and ‘bridging sectorised politics’.  It is through participatory processes that more holistic concerns regarding issues of equality and power are often considered: Laurie Adkin (1994), a Canadian researcher on labour and the environment, argues that the facilitation of participatory processes are essential for a counter-hegemonic convergence between traditional labour-based social movements and new social movements concerned with issues of the environment and racial, gender, and sexual equality.


Local Agenda 21 is a participatory, network-building, project in which Swedish municipalities were particularly active (Eckerberg, Coenen, and Lafferty 1999).  In 1998 (the same year that LIP came into effect) the central government provided SEK 50,000 (C$ 8,700) to each of the 70 smallest municipalities for Agenda 21, yet this effort was not deemed sufficient to halt the gap between the environmentally progressive and ‘laggard’ municipalities (Lundqvist 2004a: 34).  While Agenda 21 concentrated on ‘softer’ projects, the LIP’s centrally initiated and managed programs sought measurable results.  Lennart Lundqvist (2004a: 51) writes that the original bottom-up design of the Agenda 21 was disturbed, or even overrun, by the LIP.  Only 5% of the municipal Local Agenda 21 co-ordinators said that the Agenda 21 and LIP programs were closely connected (Lundqvist 2004b: 1293).
About 5% of LIP funding went towards public education and administration.  The projects undertaken in this category include adult education aimed at issues of housing, traffic and waste; dissemination of printed materials; mobility management centres and the hiring of information officers.  A full 53% of this funding went towards project administration and monitoring (SEPA 2004a: 13).  These projects seemed more concentrated on information dissemination and monitoring implementation than encouraging participation and highlighting the social dimensions of sustainability.  Hence a Swedish Environmental Protection Agency evaluation states that in the LIP, “the social dimension was absent, the ecological dominated and the economic was there” (Eckerberg et al. 2005: 47).
Even though the stated description of the LIP program encouraged ‘softer’ projects, the actual practice followed by the central government when evaluating LIP proposals tended to support projects with concrete objectives that could produce environmental and employment results (Eckerberg et al. 2005: 38).  Manfred Bienefeld (2004) discusses the public administration orthodoxy of ‘management by results’ in the context of a small ‘green industry strategy’ policy initiative of the social democratic (NDP) government in Ontario, Canada in the early 1990s.  Bienefeld explains that government ministries prefer programs that produce results in the form of hard figures, allowing ministries to assess if value is received from government investments.  The ‘green industry strategy’ in Ontario bucked this trend by concentrating on facilitating networks and building trust amongst actors.  The ‘green industry strategy’ saw the building of networks and trust as necessary to lay the foundations for a policy that would eventually produce the hard results desired by government policy makers.


Ernst Hollander (2004), a Swedish researcher on environmental innovation, emphasises that it is the radical innovations – those that give rise to new techniques in industry or entirely new branches of industry – that are non-calculable and often times undermined by government and business management criteria.  To encourage innovation, Hollander suggests that we take a closer look at the entire process of innovation, especially the early stages when demands for new innovations are first born.  From his experience with environmental innovation, Hollander finds that it is at the early stages of the innovation process that idea formulation and creative bridge-building occurs between users and producers; where new and old social movements interact with planners, designers and entrepreneurs.  Hollander suggests that the ecological modernization discourse that existed in northern Europe in the 1970s, which he calls the “1968 version of innovating for sustainability” failed because of a lack of encouragement, and even undermining, of participatory networks.

It is the ‘softer’ projects that encourage participation and build trust between actors that is not only important for eco-socialist transformation (as suggested by Adkin), but for achieving industrial policy goals related to environmental innovation as well (as suggested by Bienefeld and Hollander).


In those municipalities with active Agenda 21 processes that had previously built healthy actor networks, the LIP funding no doubt produced successful results.  However, if the LIP undermined the continuation of the Agenda 21 processes, innovative projects for sustainable development might not have been given the chance to fully mature by way of ongoing testing and development by actor networks. 

As mentioned in the SEPA evaluation study, those municipalities that did not have active networks coming out of the Agenda 21 process tended to not receive substantial funding from the LIP, causing a growing gap between ‘laggard’ and progressive municipalities.  This uneven funding could have perhaps been remedied if the central government was more open to funding ‘soft’ projects that encouraged participation in the municipalities through the LIP.

Business Involvement


Of the 1818 projects under the LIP, 254 (14%) were led by businesses.  The average grant to companies was 13.9 million SEK (C$ 2.4 million), an average of 24% of overall investment (Eckerberg et al. 2005: 64).  Similar to the projects implemented by other organizations, most measures concerned energy conservation and conversion.
  The majority of LIP grants were awarded to companies with less than 100 employees (Eckerberg et al. 2005: 67).  The sectors most heavily represented were manufacturing (31% of business projects) and property and leasing (23%), with the next highest industry being Transport, Storage and Communications (8%) (Eckerberg et al. 2005: 67 - table 6).  Many of the projects directed towards business were involved in environmental adaptation of existing products or the introduction of environmental management systems.


Businesses mentioned a number of reasons for participation in the LIP in a SEPA evaluation study.  Larger businesses were best able to achieve cost efficiencies through the program (Eckerberg et al. 2005: 74).  While smaller companies were more able to use their grants to contribute to product or process innovations.  Some smaller companies developed innovations in production processes for other businesses, and smaller companies have been more likely to develop new product innovations, possibly because a closer relationship with customers allows for a quicker reaction to user demands (Eckerberg et al. 2005: 68).  Smaller businesses are also mentioned as being more likely to react to an individual employee’s personal interest in environmental issues, while only individuals in high positions of authority are mentioned as having initiated LIP investments in larger companies, and these individuals are mentioned as less environmentally minded (Eckerberg et al. 2005: 69).
The SEPA evaluation study paints a picture of smaller businesses being the major players in terms of green innovation.  The formal hierarchies of larger companies appear to have stifled concerns for environmental ethics and the larger companies appear to be more concerned with achieving cost-efficiencies in existing production processes and less dynamic in developing product and process innovations.


The emergence of smaller enterprises as key actors in environmental innovation poses a challenge to the traditional social democratic actor coalition, which has been more apt to fostering cooperation with large enterprise through corporatist links.  The industrial restructuring encouraged by post-war investment policies encouraged corporate concentration and monopolization (see Hermele 1993).  The “Swedish model” is described as one that “reconciled the interests of big business and labour at the expense of smaller and less efficient employers” (Pontusson 1991: 166).  Social Democratic activist, Anne-Marie Lidmark (2004), mentions the main barrier to the greening of the Social Democratic Party as being the strong relationship with big business because “big companies don’t want to develop new technology the way smaller companies do”.


Small enterprises had more complaints about the set-up and operation of the LIP than large companies.  Small businesses had less experience in the application processes for this type of program than large ones.  They complained about the long waits for applications to be processed and perceived the need to speed-up some projects to meet the required completion date, not knowing that it was possible to apply for an extension of the deadline (Eckerberg et al. 2005: 80).  It is also more difficult for small businesses to come up with the required amount of risk capital needed to be a partner in LIP projects.  Many of the small businesses felt they required more support than the government was able to provide (Lundqvist 2004c).  This is a result of restrictions created by the EU rules (see pg. 69) but perhaps also influenced by a misunderstanding of the needs of the small business community by Social Democratic policy makers.


The gröna folkhemmet project, following a strategy of ecological modernization, has a clear desire to encourage the development of environmental technologies.  A criteria specifying that measures contribute to the development of new technology or new work practices was included in the original 1998 ordinance.  Yet, in the first round of LIP grants only about 1% of the funds could be described as technology driving (Lundqvist 2004b: 1295).  In the next round of LIP grants (1999-2001) the government abolished the technological development criteria (GoS 1999: 54).  The abolition of the technological development criteria signals a failure to direct industrial policy goals, fundamental to a strategy of ecological modernization, from the central level.


After the government jettisoned the technological development criteria, the LIP seems to provide no clear strategic direction in terms of innovation or technological development.  The program financed both environmentally progressive firms that were developing product and process innovations as well as straggling companies that were trying to maintain their position in the market (Eckerberg et al. 2005: project 2).  In some cases the LIP gave grants to companies that would have made the investments, regardless of whether they received the grants or not (Eckerberg et al. 2005: 82).  The need for straggling companies to make these defensive investments tended to be market driven, as opposed to regulation driven.
  The defensive investments supported by the LIP beg the question of whether the program is following its stated industrial policy goal of increasing international competitiveness in the environmental technology sector and non-environmental sectors.  In the non-environmental sectors, it is conceivable that LIP grants would not be required for these industries to stay in the market if the industries were competitive. 

While amongst municipalities the LIP has been evaluated as accentuating differences between those ahead and behind in terms of sustainability, the opposite might have been occurring in the private sector; businesses behind in implementing sustainable production processes were given support to catch-up, and small business who tended to be the most environmentally progressive experienced difficulty accessing the program.

Through the short-lived technological development criteria, the government attempted to support enterprises in the forefront of environmental innovation.  The government was likely to see only the ‘end result’ of technological development through their evaluations from the central level and unable to evaluate if enterprises were engaged in processes that lead to innovation.  In the first year, very few enterprises could meet the technological development criterion.  The centralized direction from the government failed because they wished to support what was not yet available, or perhaps hidden from the central government’s purview.  After the government abolished the technological development criteria, they abandoned an important industrial policy goal, fundamental to ecological modernization.

The processes that lead to innovation were discussed in the previous section by making reference to Hollander (2004) and Bienefeld’s (2004) emphasis on participatory actor networks.  Hollander (2004) emphasizes the demand side of innovation, suggesting that it is the users that first define and then push many environmentally innovative developments.  Eventually a product or process innovation leaves the prototype stage and requires that it become dominant in the market, which can be accomplished through mechanisms such as a credible threat of regulation, taxes and subsidies, and public procurement.  The LIP, to achieve its industrial policy goal related to technological innovation, appeared to need to target its actions towards the entire process of innovation instead of the final result and to do so by using a wider range of tools.

Ecological Modernizations


The LIP project exhibits a number of double-tendencies in achieving social democratic industrial policy and ideological goals, leaving some doubt as to whether the LIP can be looked to as a new form of social democratic ecological modernization.


It would be difficult to characterize the LIP as a free-market form of ecological modernization.  The program predominantly took place in the public sector.  The LIP strongly emphasized ecological criteria over narrow economic considerations.  The ability to conduct such a program was due to the central government’s capacity to provide investment funds to municipalities with strong tax bases and ideas for sustainable development projects ready to go.  The achievement of an efficient implementation of ecological goals within the public sector should not be discounted.  The strong support for ecological criteria and the public nature of the project points towards a ‘strong’ form of ecological modernization, as characterized by Christoff (1996).


The LIP was criticized for the centralized nature of its implementation and these centralizing tendencies seemed to have some consequences.  The program systemically supported ‘hard’ projects over ‘softer’ participatory projects that build important networks and have the ability to highlight the social dimensions of sustainability.  The attempt by the central government to direct the program towards achieving its industrial policy goals related to technological innovation also proved very difficult as shown in the quick abolition of the technological development criterion and the difficulties that smaller-entrepreneurial enterprises had with the program.

The centralized, technocratic and corporatist tendencies, which some attribute to the traditional social democratic approach, and the lack of support for ‘soft’ projects concentrated on participation and lifestyle transformation points towards a ‘weak’ form of ecological modernization identified by Christoff (1996) as well as the ‘institutional learning form of ecological modernization identified by Hajer (1996).  

The LIP also seemed to lose any clear strategy to direct the economy towards environmental innovations in the private sector.  Both environmentally progressive and straggling companies trying to stay in the market received government support.  We should question if this was in keeping with the aims of social democratic direction of the economy (i.e. where government aims to pull the strings).  Some enterprises used LIP funding to ensure their own survival, while not contributing to increasing Sweden’s international competitiveness and technological development; goals stated by the Social Democrat’s ideal of the gröna folkhemmet.  In some extreme cases, the principle of polluter-pay might have been violated if LIP grants were used for firms to meet environmental regulations and pay the cost of environmental charges.  The lack of a clear business strategy meant that to some degree, private interests co-opted the ecological modernization process.  The eco-socialist thinker, David Harvey (1996), warns about the potential for this co-opted form of ecological modernization.


A small investment program like the LIP cannot determine if a Swedish Social Democratic approach to ecological modernization presents a challenge to neo-liberal policies and a path towards green production, but it does highlight the potential trajectory that a social democratic ecological modernization might take.  Within the LIP we see interactions between the central and local processes and can assess if these tensions stifle or encourage the goals sought through social democratic green industrial policies.  

The LIP highlighted the Social Democrats ability to implement their goals in an extremely efficient manner through the public sector by finding the right interactions between central and local.  However, the limits to centralized implementation were highlighted by the difficulties the government encountered in its attempts to encourage technological development in the private sector.  The desired central-local interaction seemed to be missing.  The LIP showed a tendency to discourage the development of participatory networks; such networks have the greatest potential highlight the social dimension of sustainability and create the building blocks for innovative development.  At the local level, the Social Democrats were challenged with the emergence of entrepreneurs in small enterprises as new actors, since small enterprises have not traditionally been part of the social democratic movement.  This raises the question of what those traditional actors associated with social democracy did to make the ecological modernization process successful in achieving social democratic goals.  This will be discussed in the next chapter.
Chapter 7

The Labour Movement and Green Industrial Policy

Although the LIP had its centralizing tendencies, the success of the program was extremely dependent on the mobilization of actor networks at the local level.  The LIP, as a central government program, wished to play an enabling role for these networks by providing funding specifically targeted towards ecological measures.  However, the program was, at times, criticized for playing a stifling role in its attempt to direct the actions of local communities.


Olof Eriksson’s (2004) original conception of the LIP envisioned municipalities acting as ‘development councils’ that included a myriad of actors at the local level.  He expressed some dismay that the funding largely went between government bureaucracies and not towards individuals, enterprises and other popular organizations that could contribute to sustainable development.


When considering what form of ecological modernization a social democratic investment strategy like the LIP might lead towards, it is important to take a close look at which actors shape priorities and processes within local policy networks.  The last chapter highlighted the emergence of entrepreneurs in small enterprises as key actors in green innovation.  Since I am interested in the social democratic nature of the Swedish ecological modernization policies, I find it important to also consider the role of labour unions in policy networks.


When asked about labour involvement in the LIP process Olof Eriksson (2004) mentions the Builders Workers’ Union.  The Builders Workers have a long history of lobbying municipal governments for job creation.  Eriksson states that the program was “designed in a way that called for their support,” which the union provided by lobbying to ensure that municipal governments would apply for the program.  Eriksson (2004) describes how the LIP could “use a very old and very efficient tradition in cooperation between party and labour union”.  The LO’s solidaristic wage policy, which fuelled an industrial transformation towards productive industry and increased wage equality, can be viewed as a previous example of the tradition of union-party cooperation; as can Social Minister Gustav Möller’s recruitment of union, street-level bureaucrats to implement the welfare state.


The general picture painted by documents and interviews is that labour did not play an especially active role in the LIP.  As previously mentioned, the labour movement showed relative disinterest in the gröna folkhemmet project.  The view in the Social Democratic Party appears to be that the environment is not a labour union issue.  There is a practical tendency within labour unions to concentrate on issues of wages, security and health and safety and to seldom engage in discussions of more abstract visions of society.  In Sweden, Pontusson (1992: 160) describes a “failure by the labour movement to develop a coherent conception of what kind of industrial development the state should promote.”  If the labour union movement could not give adequate consideration to the goals that they sought to achieve in previous industrial policy offensives in the late 1960s and early 1970s, it is no doubt much more difficult for the movement to consider a ‘green industrial policy’ today, when neo-liberal forces are much stronger.


Yet, through its involvement in local actor networks labour has potential to play an important role by emphasizing the social dimension of sustainability and providing direction for industrial development: the two areas where centralized control under the LIP seemed to fall short in meeting social democratic goals.

In the LO, Sven Nyberg (2004; 2004a) is the only trade union official that is doing work on environmental issues.  He emphasizes that the labour union contribution to sustainable development is primarily in the social dimension.  In Nyberg’s (2001) discussion on Environment and Work, he highlights that a labour-union perspective on environmental issues includes concerns for the effects that pollution has on the health of ‘different groups’; concern for equal access to nature and outdoor life; the regional distribution of jobs; and the access that ‘different groups’ will have to jobs after a green industrial restructuring.  Bringing concerns for distribution, into the discussion, Nyberg (2001) highlights the regressive nature of carbon taxes. Yet, Nyberg admits that the labour movement has not been especially active in bringing its social concerns to the Agenda 21 process.  He states

there is reason for the labour movement in Western countries to practice self-criticism as regards to work on Agenda 21.  They have adopted the approach of the Western World to the Agenda 21 as being an environmental document having not made efforts to apply its social dimension to their countries.  The concept “sustainable development” should also include, e.g. sustainable worklife without social exclusion.  (Nyberg 2001: 47)

The LIP’s relative exclusion of the ‘social dimension’ can, in part, be explained by the disengagement from local participatory networks (such as Agenda 21) of actors that highlight this dimension.  The lack of inclusion of traditional equality-oriented goals of social democracy in the LIP meant that the program did not fully live up to the vision of the gröna folkhemmet, which can be partly explained by the social democratic movement’s inability to mobilize labour union actors.


Contradictions of Green Industrial Restructuring


I have also mentioned the LIP’s lack of a clear industrial policy direction in terms of the private sector and technological innovation.  After the government abolished the technological development criteria, the LIP offered a subsidy that businesses could use for offensive and defensive purposes.  As an exclusively investment oriented program, the LIP contained no tools to discipline the private sector into greening itself.  The program, thus, ceased to push the type of industrial restructuring called for in theories of ecological modernization where a “partial de-industrialization of ecologically maladjusted technical systems and economic sectors” (Mol 1995: 39) is assumed.  

In some cases, the labour movement in Sweden has objected to the disciplines for industry found in Swedish environmental policy.  For instance, in budget negotiations during the fall of 2004 the leader of the transport union accused the Social Democrats of “giving into the greens” by raising the fuel tax (Savage 2004).  The union opposition is no doubt because the workers would bear the cost of this tax in a sector of the economy under severe competitive pressure.  The Social Democrats constructed the LIP as a strategy focusing on incentives instead of disciplines for the business community, perhaps due to labour union concerns over the impact that of industrial restructuring would have on its members and the potential for capital flight. 


In Sweden, the union movement’s opposition to industrial restructuring is most pronounced with regards to the issue of nuclear energy.  This issue has divided the Social Democratic party, with the labour union movement in the decidedly pro-nuclear camp.  The supply of cheap power was a major component of Social Democratic industrial policy; making the Social Democratic Party, along with the conservative party, the most pro-nuclear, while parties to the left and right of the Social Democrats (the Green, Left and Centre parties) take anti-nuclear positions (Vedung 1988).

David Harvey (1996) discusses how socialist ‘militant particularisms’ (social movements that exist in a certain spatio-temporal reality, whose values become universalized) can take on conservative characteristics when confronted with new challenges that seek to restructure society:

Militant particularisms rest on the perpetuation of patterns of social relations and community solidarities – loyalties – achieved under a certain kind of oppressive and uncaring industrial order…Socialist politics acquires its conservative edge because it cannot easily be about the radical transformation and overthrow of old modes of working and living.  (Harvey 1996: 40)
Thus the Swedish Social Democratic party aligns itself with the conservative party on nuclear issues, because nuclear energy is the engine for the Swedish economy’s economic growth.  In another instance, the Social Democratic Party moved to save union jobs in a General Motors owned car-plant in Trollhättan with a rescue package in the fall of 2004 (AP 2004).  The continued production of goods that are seen as environmentally damaging often times becomes the first priorities for social democratic parties because of their association with a labour union movement that is dependent upon the existing industrial structure.  This leads David Harvey (1996: 40) to ask if “the political and social identities forged under an oppressive order…can survive the radical transformation of that order?”  Would the ecologically beneficial industrial transformation called for under strong forms of ecological modernization render the social democratic labour movement obsolete?  This is the inherent contradiction that exists between environmental and labour union interests in a greening of social democracy project like Sweden’s gröna folkhemmet.  The LIP might have emerged as less of a policy to encourage industrial restructuring, especially in the private-sector, because the Social Democratic policy makers were tacitly aware of this contradiction.
Confronting the contradictions

Yet, a conservative stance towards industrial restructuring seems odd for the Swedish labour movement because the movement has shown itself to be among the most supportive of industrial restructuring in the world.  The Swedish labour movement has confronted similar contradictions before.  As shown through the period of economic policy under the Rehn-Meidner plan, the labour movement in Sweden provided ‘transformation pressure’ through their wage demands.  The pressure for industrial transformation could be exerted as long as the entire society, and not just the workers, bared the costs of restructuring.  The key to enabling such an industrial restructuring to occur was the Social Democratic Party’s implementation of the welfare state and active labour market policy.


As mentioned in chapter 2, discussing Sweden’s policy history, social democratic policy was often implemented with the labour movement playing a crucial role at the micro-level.  Through ‘solidaristic wage policy,’ the labour movement sought to achieve goals of equality and efficiency by utilizing their power to direct wages.  In the original implementation of the folkhemmet, Gustav Möller used union members as ‘street-level’ bureaucrats to deliver welfare.  However, the Social Democrat’s gröna folkhemmet project did not draw the same enthusiasm for participation from the labour movement that was characteristic in the days of the “Swedish model”.  The Builders’ Workers Union seemed to mobilize to help implement the program, but not the private sector unions such as the Metalworkers in Sweden’s large automotive industry or the central labour union organization.  Thus it is not surprising that the Local Investment Program quickly jettisoned the technological development criteria that sought to encourage industrial restructuring in the private sector because innovations cannot be directed from the central level, but are built through the continuous networking of individuals involved in processes of production.  Ernst Hollander (2004) has studied examples of how union members, through their participation in networks as users, can be instrumental in encouraging environmental innovation: painters pushed the conversion towards water-based paints, metalworkers encouraged the production of environmentally friendly cutting-fluids, and white-collar workers helped produce more sustainable information technology (Boivie 2004; Hollander 2001;, 1998).  Each of these examples provide cases of organized workers producing changes in production processes, suggesting that workers can provide environmental transformation pressure from their positions on the shop-floor and as organized groups of users.  Sven Nyberg, of the LO, emphasizes the potential role that unions can play by being situated in production processes: 

The labour movement’s link to the industrial society and recognition of possibilities of politics create the opportunities for bringing together demands for ecological sustainability and further development of economy and welfare.  (Nyberg 2001: 53)

To enable the potential that workers have to contribute to a green industrial transformation in the same way they have contributed to the success of other social democratic policies, the contradictions must be confronted and quelled.  Hollander underlines the importance of a democratic welfare state:

I finally want to underline that the Playfulness, Pluralistic demand shaping etc., referred to above, needs the nurturing of a society where welfare and democratic institutions are safe-guarded. Only people who feel reasonably safe about their means of subsistence and their political rights can act.  (Hollander 2004: 31)

The Rhen-Meidner model taught the same lesson in a previous period of social democracy: that workers can push transformations in society, if they are not made to pay the costs.

Labour and Ecological Modernization


From a labour union point of view, what sort of environmental transformations are desirable and how can unions contribute?  Sven Nyberg (2004), of the LO, states a preference to keep production in Sweden, and make it green.  The LIP contained no disciplines for municipalities and firms and thus, did not contribute to moving production offshore or shutting down production.  It did make both municipalities and private sector firms (to a lesser extent) greener.  As mentioned before, support was given to both competitive and straggling firms.  The LIP, thus seems to fit within the LO’s preference.


From an ecological point of view, support for both competitive and straggling firms can make sense in the short term.  A green industrial policy should consider the environmental costs that are associated with plant shut-downs and relocations to other jurisdictions.  A sudden plant shut-down might produce its own environmental costs (e.g. brownfields) and disciplines that discourage environmentally unprogressive firms could cause those firms to locate in jurisdictions with policy makers more accepting of lower environmental standards and less willing to make the transition towards green industrial processes.


But the labour union movement also has an interest in providing jobs in competitive, growth-oriented industries that are likely to be higher wage and more secure, not to mention labour’s long-time demand for socially responsible production.  As an alternative to ‘green taxes’ on energy and resource use, which are of concern due to the possible negative distributional effects and the possibility of encouraging firm relocations, Sven Nyberg prefers a series of sectoral strategies; that could be controlled financially through sectoral technological development fees.  Each firm would pay into a sectoral fund that would finance the cost of technological development in the sector, rewarding those companies in the forefront (Nyberg 2001;, 2004).  This idea has potential to encourage industrial restructuring without leading to major job losses in each sector while still encouraging the development of new technology.  Nyberg’s technological development fee presents a much more explicit industrial policy targeted towards the private sector than the LIP.  The funds from the technological development fee could be invested in ‘greening of industry’ training programs for workers, encouraging ongoing green production innovations throughout industries, while also increasing the marketplace power of wage earners.


Nyberg (2001: 49) states that, “mobilising professional skills is not yet regarded as the potential it could be in everyday environmental work”   Training for workers could initiate the pressure from the bottom-up that Olof Eriksson envisioned in his conception of the LIP.  Yet, I was unable to find any examples of LIP grants encouraging increased worker participation.  The SEPA evaluation study (Eckerberg et al. 2005: 69) explains that individuals within management in the larger private-sector companies led most LIP initiatives.  It would be difficult to argue that the workers in larger factories care less about the environment.  It is more likely that a lack of co-determination in larger enterprises creates a barrier to worker participation.  Thus, making workers an active part of networks of innovation entails a new labour union offensive in regards to the democratization of worklife.  A social democratic ecological modernization calls upon workers to become an active part in encouraging innovations in product development and work organization across multiple sectors.  In Andersson and Mjöset’s (1987: 241-242) discussion on The Transformation of the Nordic Models they see the Nordic country’s strong tradition in work environment reforms as a comparative advantage, calling for the promotion of labour market flexibility, new entrepreneurship and participatory activity.  They suggest that proposals such as a ‘basic income’ as well as the system of ‘wage-earner funds’ deserve new consideration.  To contribute to ecological modernization, labour unions require an increase in power, through education programs and new forms of workplace democracy.

Conclusion


This brief consideration of the labour movement’s role in a policy guided by social democratic ecological modernization highlights the potential for labour to remedy some of the shortcomings found in the LIP and the broader industrial strategy of the gröna folkhemmet.  The LIP, as a cross-sectoral policy for sustainable development, sought to utilize the ideas coming from actor networks.  Yet the labour movement, social democracy’s principle actor, was unable or unwilling to participation in policy networks, which deflated the program’s ability to increase equity and initiate a coherent industrial strategy with regards to the private sector.  The tradition of strategic cooperation in policy implementation between the labour union movement and the Social Democratic Party appeared to be lacking in Sweden’s process of ecological modernization.  Yet, we can see that the LO has potential to contribute to coherent industrial policy development and to play a key role in implementing an ecological modernization strategy because of its embededness in processes of production.  To enable such a strategy based on ecological modernization, contradictions and challenges highlighted related to industrial restructuring and workplace democracy must be considered and faced step-by-step.

Chapter 8

The Green Challenge to Social Democracy

a society is something which continuously develops and changes, where many different forces are at work, where new problems turn up and where new generations, with new demands and new experiences, grow up. In this way the demands on society, on the economy, on politics are also continuously changing.  (Carlsson and Lingren 1998: 42)

In the quote above, Ingvar Carlsson and Anne-Marie Lingren communicate a social democratic conception of society as being in constant evolution.  The social democratic ideology has prided itself on its dynamism and pragmatism.  Social democracy professes openness to new demands or goals as well as openness to new approaches towards public policy to achieve these goals.  Environmentalism is surely a new demand for social democracy, suggesting that new policy approaches are warranted.  

An opportunity for change should exist within social democracy that cannot be found in more dogmatic forms of socialism.  In some quarters, the new social movements have been received with hostility from those who perceive new societal demands diluting the socialist emphasis on class politics.  This position often states that ‘environmental issues come later’ and that the traditional struggles for increased welfare and workers security are paramount.  What seems to have befallen the Swedish Social Democratic Party is not a rejection or a downgrading of environmental issues, but a sectoralization.  Environmental issues are not viewed as connected to social democracy’s traditional labour-union based struggles (Lingren 2004; Jansson 2004).  In the gröna folkhemmet, the folkhem itself is largely static.  The ‘People’s Home’ is simply given a new coat of paint.  This type of scenario encourages the linear thinking that professes that ‘environmental issues come later’ and that there is no relationship between social and ecological projects.


Early Swedish Social Democratic Party leader Per Albin Hansson did not shy away from an expansion of social democracy to include new movements because he believed social movements would strengthen, rather than weaken socialism.

The expansion of a party to a people’s party does not mean and must not mean a watering down of socialist demands…(other social movements) come with demands for increased socialist activity rather than with a submissiveness to capitalist interests...social democracy during and through its development from a class party to a popular party will become more and more socialist.  (Per Albin Hansson 1929 quoted in Tilton 1990: 135)
This study has attempted to consider how both social democracy and the environmental movements are reconstructed through ecological modernization.  A process of ecological modernization has the potential to take multiple forms.  One form threatens to subsume environmentalism into social democracy’s current defensive posture and lend further justification to the commodification of people and nature.  Another form offers potential to place social democracy and environmentalism on the offensive by transforming economic institutions into a tool instead of a dictator.  In this form, social democracy can continue to adopt a class-based politic, but one that shows how traditional priorities simultaneously speak to new goals related to environmentalism.  Social and ecological projects are interrelated and potentially complementary.


I have discussed ecological modernization as a theoretical approach to policy that is shaped by actors and open to a vast array of societal projects.  Ecological modernization can exist in ‘weak’ (Christoff 1996), co-opted (Harvey 1996) or ‘institutional learning’ (Hajer 1996) forms.  These forms of ecological modernization pay lip-service to environmental quality improvements and becomes co-opted by hegemonic interests in business and the state. Social democratic ecological modernization appears likely to emulate these forms if it attempts to exploit environmental issues solely for the purpose of retaining or gaining power through the incorporation of environmental interests.
  In this scenario social democracy not only betrays the aspirations of the environmental movement, but also continues its own decline, as social democracy finds itself unable to speak to new social priorities and finds itself increasingly on the defensive in terms of its own priorities because of the growing neo-liberal tide.  Any industrial policy based on this approach will neither challenge neo-liberalism nor improve environmental quality.  Some tendencies found within Swedish social democracy should be of some concern for those that do not wish to see this form of ecological modernization.  The Swedish Social Democratic party has a history of incorporating social movements and deflating them in the process (see Jamison et al. 1990).  The Local Investment Program (LIP) exhibited an inability to direct the private sector and a centralizing tendency that can stifle participatory social movements.  Most concerning is the labour union wing of social democracy’s inability to mobilize itself to provide a progressive instead of a conservative influence.


Ecological modernization also exits in a ‘strong’ (Christoff 1996) form that prioritizes ecological criteria.  Ecological modernization can be democratic and open to socialist change (Harvey 1996), and it can be concerned with ‘cultural politics’ (Hajer 1996) interested in reforming power relations and conceptions.  Swedish social democracy has shown some signs of exhibiting this form of ecological modernization.  Environmental policy in Sweden is governed by strong ecological criteria and the Social Democratic Party has widened its notion of equality and international solidarity to include future generations and universal access to global common pool resources.  Social democrats have considered how the environmental issue can be strengthened in public discourse by showing that it can contribute to the provision of material necessities through the maintenance of the welfare state.


 The social democratic movement can perhaps be most effective in its ecological modernization strategy because it is can easily access points of leverage within the processes that are deemed to be the most environmentally destructive.  The Local Investment Program (LIP) showed this potential through its concentration on urban areas, presenting an innovative environmental policy approach for an industrialized nation.  The LIP’s ability to provide environmental quality improvements was successful because of the existence of a strong public sector, built from Sweden’s social democratic history.  Powerful points of leverage are found within production processes occurring in the public sector, as well as the private sector, signalling a role for the labour union movement to affect environmental change.  Unfortunately, the social democratic movement did not utilize the points of leverage that exist in the private sector in their major green industrial policy program, perhaps due to the contradictions that exist between labour and the environment.


A creative approach to ecological modernization would recognize that it is in the tensions between labour and environment that a social democratic ecological modernization shows its potential to strengthen both the labour and environmental movements.  Social democrats should not be afraid to confront these contradictions step-by-step.  This lesson is, in part, taught through the Rhen-Meidner model.  The proposal by these two LO economists put Swedish social democracy on an evolutionary trajectory that encountered the consequences of its own contradictions along the way.  For a time, this led towards periods of further radicalization.  The Rhen-Meidner model showed that the labour movement is capable of leading a thorough industrial transformation if it is provided with a strong welfare state and the support of active labour market policy.  The same idea is discussed in regards to green industrial policy under the name of ‘just transitions’ (Marshall 2002; Burrows 2001).  A form of social security and labour market policy would certainly be ‘just’, but it is also essential to enable workers to become enthusiastic contributors to environmental innovation without the fear of causing their own impoverishment or the impoverishment of sisters and brothers in the labour union movement.  The Rhen-Meidner model eventually spurred new demands for workplace democracy, prompting Sweden’s co-determination law.  In green industrial policy, we also find that increased training and worker influence on production can encourage an ongoing greening of industry from the bottom-up and increased innovation as workers form networks of participation with other actors.  Obviously, a green industrial policy is likely to encounter new challenges and contradictions along the way; with each step forcing increased radicalization and innovation, or retreat.  If a green industrial strategy can put social democracy back on the offensive, social democratic ecological modernization has potential to become a challenge instead of a boon to neoliberalism.


In Sweden, the social democratic attempt at evolutionary change, entailing the gradual confronting of contradictions, came to a break in the debate over ‘economic democracy’, and the ‘wage-earner funds’ in particular (Pontusson 1992).  In the 1980s social democracy entered a period of retreat that it has seemed unable to escape.  Jonas Pontusson (1984: 88), suggests that the inability of the labour movement to mobilize their membership for the debate on ‘wage-earner funds’ was because “the kind of working-class hegemony represented by social democracy rests on the universalization of labour’s economic interests rather than an alternative model of economic rationality and political community”.  This argument follows from Sam Bowles’ (1982) discussion where he shows that alternative forms of capital accumulation created cleavages in the notion of solidarity under the Keynesian ‘accords’ because solidarity under Fordist social democracy was too narrowly defined.  It is perhaps in a social democratic ecological modernization concerned with ‘cultural politics’ (Hajer 1996) that the social democratic labour movement can find the expansion of solidarity necessary to continue an evolutionary transition towards socialism.  A green social democratic offensive entails a solidaristic goal that focuses both on citizen’s immediate material circumstances and the circumstances of local, national and global communities, future generations and the planet itself.  By providing the necessary material basis communities are given the freedom to express a wider conception of solidarity.  The potential for social democracy to regain the offensive through a strategy based on the evolutionary ecological modernization of society aimed at enhancing an expanded conception of solidarity should encourage social democrats to accept the green challenge with enthusiasm.
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� Unionization rate was 88% in 2003 (Statistics Sweden 2005a;, 2005) 


� The Swedish Trade Union Confederation (Landsorganisationen - LO)


� I have argued that the Green Party of Canada has adopted a neoclassical approach to environmental policy in (Haley 2004) For an analysis of why neoclassical environmental policy is a precarious blueprint for society’s goals see (Ackerman and Gallagher 2000)


� Socialdemokratiska Arbetarepartiet


� Landsorganisationen - LO


� later to be renamed the Centre Party


� the following discussion is based on (Rothstein 1985; Tilton 1990: chapter 5)


� Swedish Employers' Confederation (Sveriges Arbetsgivareföreningen – SAF)


� Explanations of the Rehn-Meidner model are found in (Martin 1984; Pontusson 1992: chapter 3; Tilton 1990: chapter 8; Ryner 2002: chapter 4; Lundberg 1985).


� Swedish Confederation of Professional Employees (tjänstemännens centralorganisation – TCO)


� see (Ryner 2004; Hermele 1993)


� Unionization rate was 88% in 2003 – (Statistics Sweden 2005a;, 2005b)


� On the left, the disagreement exists between socialist bloc of the Left Party and Social Democrats as well as within the Social Democratic Party itself; on the right, ‘bourgeois’ coalitions has experienced discord because of the Centre Party’s anti-nuclear stance.


� The term ‘sustainable development’, which is at the core of ecological modernization, was developed by Gro Harlem Brundtland, a former Social Democratic Prime Minister of Norway (World Commission on Environment and Development 1987).  Other examples of social democratic support for ecological modernization exist in the red-green governing coalition in Germany, and in Canada under Jack Layton’s NDP (see Layton 2004), and previous NDP governments (Stewart 1998).  This study examines the Swedish Social Democrats’ support for ecological modernization.


� See chapter 4


� see chapter 3


� see chapter 2


� Personal communication with socialist and environmental activist (Kårgeson 2004)


� the goal to improve the indoor environment was added in the 1999 Budget Bill (GoS 1999: 50).


� see chapter 3


� The estimated monetary benefit in carbon dioxide reductions is less than the cost of the subsidy.  The rate of the carbon tax is assumed to be equivalent to the marginal damage of carbon dioxide, and thus the monetary benefit from CO2 reductions is taken as equivalent to the rate of the carbon tax.


� 5% of the other projects were implemented by an association, society or club; 1% by a private individual; 1% by the state and the rest through other organizations.  See (Eckerberg et al. 2005: 64 - table 2)


� see pages 75-79 for a further discussion on business involvement.


� Of the projects organized by business 20% concerned conversion to renewable energy sources and 15% concerned energy efficiency measures (Eckerberg et al. 2005: 66 - table 5)


� The finding is summarized in the following quote: “many of the small firms are driven by the desire to develop positions in the market, and it is amongst these smaller firms that we find a desire to experiment with problem solutions.  Moreover, it is primarily the smaller firms whose investments are grounded in an interest in the environment.” (Eckerberg et al. 2005: 71)


� (Eckerberg et al. 2005: 71-72) found that only 1 company surveyed needed the LIP grant to comply with environmental regulations.


� See chapter 3


� see comments by America Vera-Zavala in chapter 5
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