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Introduction and
background studies






1 Points of departure

Lars Engwall

BACKGROUND

The neoclassical theory of the firm concentrates on the price and
output decisions of a single decision-maker in response to market
conditions. More recent contributions, on the other hand, have
introduced hierarchical aspects within the firm (cf. e.g. Alchian and
Demsetz 1972, Fama and Jensen 1983). According to this second view,
contracts between principals and agents govern the division of
responsibility. This in turn suggests the need for the principal to
control the performance of the agent. This sort of situation in fact
occurs in most contexts in society today. Even a long-term activity
such as research has been made increasingly subject to various
evaluation procedures of this kind:

In an era of increasing costs of scientific research and stronger
demands for selectivity in which directions will be funded, evalu-
ations serve a multiple purpose: they legitimize activities, provide a
tool to select targets and help to identify problems that hinder the
effectiveness of the system. Even if the evaluations do not produce
sizeable impacts, they supply a useful tool that is difficult to replace.

(Luukkonen-Gronow 1989a: 241)

Thus the rising cost of research has been one important factor behind
the boom in evaluations in all areas. Another has been the need to
select and define priorities in slowly growing economies.' A third
factor seems to be the rapid penetration of modern management
principles into many organizations (Engwall 1992), which has implied
a growing tendency to focus on efficiency.

Research evaluation has been the subject of particular attention in
the United Kingdom (cf. Irvine 1989, Hill 1989) but the Scandinavian
countries have also been quite active in this field (Luukkonen-
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Gronow, 1989b). For some years a variety of government bills in
Sweden, for instance, have been stressing the importance of finding
appropriate evaluation procedures. Some of the responsibility for this
task has been assigned to the research councils, which distribute
government research grants by way of a peer review system.2 Of these
research councils the Council for Research in the Natural Sciences
(NFR) has been the most active. It began making evaluations of this
kind as early as the late 1970s, and has since then covered most areas
within its jurisdiction (Government Bill 1981/82:106, p. 37). It has
even scrutinized its own evaluations (NFR 1981).

The Council for Research in the Humanities and Social Sciences
(HSFR) at first adopted rather a cautious stand on the feasibility of
evaluations, motivated primarily by reference to the differences
between the natural and the human sciences. But fairly early on two
scholars, one Danish and one Norwegian, were asked to make an
inventory of Swedish research on the subject of social organization and
public administration. In their subsequent report, the then Secretary
General of HSFR pointed out in a foreword that ‘it is not a matter of
evaluation but a comprehensive inventory [. . .] which can serve as a
basis for strict evaluation in the future’ (Eliassen and Pedersen 1984: 5,
our translation). However, this project was later succeeded by evalu-
ations of research in the humanities and the social sciences. Thus during
the late 1980s and, in collaboration with the Office of Swedish Higher
Education (UHA), HSFR engaged a number of distinguished interna-
tional scholars to examine the state of the disciplines of sociology and
history (cf. Allardt, Lysgaard and Bettger Serensen 1988 and Danielsen
et al. 1988). In a new series of similar studies HSFR has selected
economics, linguistics and psychology for scrutiny.

One important reason for choosing economics was that the con-
ditions for a study seemed particularly favourable. Blaug (1980),
following Lakatos (1978), has stressed the existence of a hard core in
this disci}pline, around which a number of developments have
occurred.” Despite the fact that some might consider economics to be
‘the imperial science’ (Stigler 1984), and others might call for more
variety within the discipline (cf. Caldwell 1982; McCloskey 1983, 1986
and the contributions in Klamer, McCloskey and Solow 1988), the
boundaries of the discipline are still relatively distinct as well as being
similar internationally. Colander (1989a: 32) thus claims that ‘eco-
nomics is amazingly coherent compared to the other social sciences. It
has a “grand theory” accepted by a large majority of the profession,
and an accepted methodology.’* Similarly, the Swedish economist
Ragnar Bentzel says:
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Economic theory is by nature very analytically and internationally
oriented. The conclusions are obtained as implications of specific
assumptions and the scope for subjective judgements is limited
primarily to setting up these assumptions. As a rule the conclusions
have general validity for all countries with similar economic system.

(Bentzel 1986: 87; our translation)

The main purpose of the present evaluation project, under the auspices
of HSFR, is to locate Swedish economic research in an international
setting. The task is thus related to the discussion in Portes (1987) on
economics in Europe. The purpose is not to present a ranking order of
economics departments of the kind published in articles such as
Graves, Marchand and Thompson (1982) or Hirsch et al. (1984).
Rather, the intention is to set Swedish economics in a wider context
and, more generally, to identify its strengths and weaknesses. Nor,
obviously, is the purpose to evaluate economics as such, i.e. whether
economics generally is in good or bad shape (cf. Coats and Colander
1989, Clower 1989) or whether economics is ‘a Science, with a capital
S [. . . or whether it] should try hard to be scientific with a small s’
(Solow 1990: 199-200).

The results of the evaluation should then facilitate the definition of
Sweden’s comparative advantages as well as feasible routes for
maintaining and strengthening them. This does not mean that HSFR
is aiming at a concentration of research to a few narrowly defined
areas in which Swedes could be in the forefront internationally.s The
intention is rather to provide a solid basis for discussing the future of
Swedish economic research. In this respect the present project belongs
to a tradition that the Dutch social scientist Stewart Blume has
referred to as ‘the famous Nordic approach’, whereby ‘international
visitation panels [are used] not just to decide who was bad but, more
importantly, to find a way of improving everyone’ (Blume, 1989: 217).

A FRAMEWORK FOR THE STUDY

One important purpose of evaluations is to find out how allocated
resources have been utilized, i.e. what output has resulted from a given
input. In looking into this question the evaluator faces the problem of
identifying relationships between cause and effect. A common
approach has consequently been to adopt quasi-experimental designs
in order to isolate the system under study or to reduce the number of
intervening variables (cf. e.g. Cook and Campbell 1979). But others,
for instance Lincoln and Guba (1985), have claimed that although
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technically elegant, such approaches miss important features in the
evaluation. They therefore advocate the use of various kinds of
qualitative methods. This also means that not only do evaluators
observe the behaviour of participants in the system under study, but
they also regard these participants as stakeholders with whom they
interact. Recently this naturalistic approach and the experimental
approach have both been criticized by Chen (1990) as being too
method-driven, and the development of more theoretical foundations
for the evaluations has been called for. A plea for the integration of the
earlier approaches has also been made. There are thus four basic
values that are regarded as playing a particularly important role in
evaluations: responsiveness, objectivity, trustworthiness and gener-
alizablity (Chen 1990: 61-5). In other words the evaluation:

1 should be sensitive to the needs of the stakeholders;
2 should not be biased;

3 should be accepted by the stakeholders; and

4 should be useful for future action.

Needless to say, as Chen (1990: 72) has pointed out, these four values
imply conflicting goals which have to be balanced.

The approach in the present evaluation has been not dissimilar to
that recommended by Chen, i.e. to develop a theoretical foundation,
to enter into a balanced interaction with stakeholders, and to combine
different empirical methods. In connection with the first of these
points we come up against the principal-agency problem referred to
above. This problem is complicated here in that it comprises principals
and agents at different levels (figure 1.1). The ultimate agents are of
course the researchers, who obtain funds for their research work from
different sources, while the ultimate principals consist of private
donors and the government. Of these two, the role of the former as
principals can be questioned, since they seldom act together for
evaluation purposes. Government, on the other hand, assumes prime
responsibility for research policy in the country, and thus emerges as
an important stakeholder. The task assigned to the Research Councils
and to the Office of Swedish Higher Education (UHA) to undertake
evaluations bears witness to this. The relationship between the
government research-granting bodies and the researchers differs from
that of the Office of Swedish Higher Education, however, due to the
role they play in screening applications and allocating grants. The
agents of the government thus become the principals of the resear-
chers. For our present purposes it is enough to establish that the
system we are evaluating is a complex one and that the funding of the
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Figure 1.1 The stakeholders
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Figure 1.2 The research system

research output comes from several sources. The different actors
included in figure 1.1 are all stakeholders in the evaluation. For
practical purposes we can identify two groups of stakeholders: the
providers of research grants and the researchers.’ In pursuing the
evaluation the former have been represented by HSFR and the latter
by representatives of the economics profession in Sweden.

Turning now to the research system we will focus on input, work
organization and output (figure 1.2). The first of these variables, inpuz,
consists of the financial resources which are provided and against
which the research output can be evaluated.’ In examining this part of
the system it is important to adopt a long view. Looking at research
performance today, we have to know how resources were allocated in
the past. This is particularly important, since the results of research
work are often long in coming.

Important aspects of the research system include the present
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infrastructure in terms of institutions, rules, working conditions, etc.
Further it is important to consider the research activities at the
microlevel, i.e. how economics researchers select their research topics
and how they approach their selected tasks. Since organizational
research has increasingly tended to stress the necessity of considering
the restrictions imposed on organizational activities by historical
conditions (cf. e.g. Kimberly ez al. 1980), it is equally important to
consider the traditions of the discipline itself.® These must be included
if we are to understand the functioning of the system.

In the case of ouzput it is again important to take a longer view. It is
not enough to look at current research; this must also be related to
research in the past. And here too particular attention must be paid to
the opportunities for feeding young scholars into the system, since the
raising of a new §eneration is one of the basic conditions of future
work in the field.” A system that is geared to working in the longer
term thus has to have an efficient element of postgraduate education."
But the analysis must of course also look at current research output,
i.e. in what way and to what extent the research results have been
spread to a wider audience. This is important, since we can assume
that the impact of the research will depend on how many people have
had the opportunity to acquaint themselves with its results. In this
context a distinction is usually made between the internal and external
value of the research (cf. e.g. Bromley 1972, Weinberg 1963). In our
present study we will concentrate on the former, i.e. the extent to
which the research has influenced the rest of the research community.""

THE EVALUATION PROCESS

Selecting institutions and evaluators

Having defined stakeholders and the research system in general we
now have a basis for making two crucial decisions regarding the scope
of the study and the selection of evaluators: which researchers are to
be subjected to evaluation, and who should be selected to make the
evaluation? Both these issues were solved in conjunction with repre-
sentatives of the discipline, and bearing in mind the call for ‘a fourth
generation evaluation’ by Guba and Lincoln (1989). Our approach
included separate informal contacts with representatives of the differ-
ent economics departments and a formal meeting with the representa-
tives as a group at the HSFR headquarters. This last dealt with the
design of the evaluation, relevant institutions to include and possible
evaluators.
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Our specification of the scope of the study resulted in the selection
of eleven institutions. The first to be selected were the departments of
economics of the five universities together with the Stockholm School
of Economics. To these six institutions were added the Institute for
International Economic Studies (IIES) and the Swedish Institute for
Social Research (SOFI) both at Stockholm University, and three non-
university institutions: the National Institute of Economic Research
(Konjunkturinstitutet), the Trade Union Institute for Economic
Research (Fackforeningsrorelsens institut for ekonomisk forskning),
and the Industrial Institute for Economic and Social Research
(Industrins utredningsinstitut).”?

The choice of evaluators was made after a formal meeting with
representatives of the various academic institutions at HSFR." Before
the meeting a number of special fields had already been identified on a
basis of earlier surveys of Swedish economics research (cf. Landgren
1957, Jungenfelt and Lindbeck 1973, Bentzel 1986, Puu 1990, Ysander
1990). Using these subject areas as a frame of reference we then asked
representatives of the different departments to suggest candidates for
the international evaluation committee. Their suggestions were later
presented to the formal meeting. After adding a few more names, the
participants at the meeting were able to agree on a group of three
people as their first choice.' Since the credibility of the evaluators is
crucial to the success of any evaluation project (cf. e.g. Alkin 1990: 29-
32 and 164), the accomplishment of this task was considered extremely
important. It was therefore particularly valuable that the selected
evaluators -~ Professor Avinash K. Dixit of Princeton University;
Professor Seppo Honkapohja, then at the Turku School of Economics
and later at the Academy of Finland and Helsinki University; and
Professor Robert M. Solow of the Massachussets Institute of
Technology - all agreed to take part in the project. They were formally
appointed by HSFR in March 1989, but because of their earlier
commitments, it was about six months before they could start work on
the project.

Studies undertaken

In order to address the various components of the research system
(figure 1.2), a number of studies were undertaken (figure 1.3). Three
approaches were used in exploring the work organization. First, a
background study was commissioned on the historical traditions of
Swedish economic research. Second, the eleven selected institutions
were asked to submit material that would ‘provide an adequate picture
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of the research activities in the department particularly during the
1970s and 1980s’. Third, the international evaluation committee made
site visits to all the selected institutions in March 1990 (cf. Appendix
A).

As regards the site visits: the time available allowed one day only per
university, with the exception of Stockholm University, which houses
two research institutes in addition to its own Department of Eco-
nomics. During the site visits the institutions presented their research
programmes in the mornings according to their own choice, while the
afternoons were devoted to informal discussions with faculty staff and
doctoral students. Despite the limited time the site visits proved to be
highly informative. They also seemed to be appreciated by the
institutions themselves, just as an earlier evaluation undertaken by the
Swedish Natural Science Research Council ‘was highly valued by the
scientists because it gave them the chance to talk at length with
international experts in their field about their problems’ (Blume 1989:
217).

In order to portray the input and output components of the system
three further background studies were commissioned. These con-
cerned the financing of Swedish economic research, the doctoral
programmes and the publication practices of Swedish economists.
Since knowledge of the Swedish system was important in carrying out
the four background studies, Swedes were engaged for the task. Draft
reports were submitted to the international evaluation committee
along the way: outlines in the autumn of 1989, early drafts before the
site visits, and later drafts at the committee meeting in December 1990.
In this way the reports have constituted a continuous input into the
evaluation.
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The process in full

After the site visits were completed the group worked on analysing the
information obtained and writing the report. This work took about a
year, including several feedback rounds (cf. Appendix A). A prelimin-
ary copy-edited version of the manuscript was then discussed with
representatives of the departments and research institutes in
September 1991."” The whole project thus took about three years from
the initial plans to the final manuscript. This may seem rather a long
time, but perhaps less so if we consider the scope and importance of
the mission. An important consideration was that the evaluation
should comprise not only projects within a particular area but also the
discipline of economics as a whole. This endowed the study with wider
importance and made a very thorough approach necessary.'® In fact it
might be questioned whether the study has explored Swedish econ-
omic research in sufficient depth. People might wonder whether it is
possible to make evaluations after reading some background studies
and making brief site visits. The answer to this is that even before the
mission began the experts represented a considerable amount of
knowledge about Swedish economics. Also, and this is very important,
they were selected by the profession itself. They are people trusted by
their peers. Thus it seems reasonable to assume that a combination of
a fairly easy time schedule, a series of background studies and a band
of trusted experts has provided a sound basis for the accomplishment
of a difficult task.

THE RESULTS OF THE EVALUATION

This book, the ultimate output of the evaluation, contains nine
chapters (figure 1.4). This introductory chapter is followed by the four
background studies on work organization, input and output (Chapters
2-5). Together these five chapters constitute the first part of the book,
while the second part comprises the views of the international
evaluation committee. The committee has elaborated on various
aspects of the output (Chapter 6) and on work organization (Chapters
7 and 8). In Chapter 9 they have made some recommendations.
Chapter 2, written by Lars Jonung, provides some historical
background. Jonung argues that the history of Swedish economics is
primarily the history of its professors. The logic behind this approach
is the German Lehrstuhl tradition, which has been adopted in
Sweden."” Jonung first describes how the market for professors has
developed, from David Davidson’s single chair to almost forty chairs



12 Introduction and background studies

e] ture
l Chapter 1 l
Input Work organization Output

Chapter 2 _j-> Chapter 4
Chapter 8 _|.
> [enmpters 53

Recommendations
I Chapter 9 l

Figure 1.4 Composition of the book

in the early 1990s. In subsequent sections he describes the incentive
structure that faces Swedish academic economists. The struggle for
professorial competence is thus an important stepping-stone in the
Swedish system. In the earlier period professors who had once passed
the gatekeeper mechanism of the evaluation committees had only
limited incentives to continue to produce scholarly work. Jonung’s
analysis suggests that their activities within their departments were
dominated by efforts to hold back their doctoral students and
colleagues. When he turns to their publications Jonung finds that early
Swedish professors of economics were generally involved in the public
debate, some even becoming Members of the Swedish Parliament or
the Swedish Cabinet. Jonung’s data, and the findings presented in
later chapters, show that this role — which Stigler (1982) refers to as the
preacher role - has become less important. Thus Swedish economists
seem to be following an international trend described by Coats and
Colander as follows:

Most modern economists are not preachers. They would rather see
themselves and be seen as scientists, more interested in knowledge
for its own sake than for its potential policy implications.

(Coats and Colander 1989: 2)

An important explanation of this development revealed by Jonung’s
analysis lies in the internationalization of scientific work, which has
obviously had an impact on Swedish economics.
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In a second background study reported in Chapter 3 Peter Stenkula
and Lars Engwall present an analysis of the input of resources into
Swedish economics during the 1980s. First they describe the Swedish
system of resource allocation, which is characterized by multiple
sourcing. A basic source of funding consists of allocations from the
Ministry of Education to the different universities. Another consists of
research grants from various research-funding bodies."® The analysis
in Chapter 3 shows that total basic financing at 1989-90 prices
oscillated round SEK 20 million up to 1986-7, subsequently increasing
slightly to SEK 28.5 million in 1989-90. Despite this increase,
economics’ share of total social science funding has dropped from 8.1
per cent to 6.7 per cent. However, this decline appears to be an effect
of the integration of certain external units into the universities rather
than any systematic withdrawal of support from economics. In
relation to GNP faculty grants have thus been fairly constant through-
out the 1980s. A total of SEK 230 million at 1989-90 prices was given
to the institutions under study in the form of faculty grants. At the
same time they received SEK 203 million in research grants applied
for. Research grants from bodies supporting applied research have
been particularly substantial. They thus accounted for about three-
fifths of all research grants to economics during the 1980s. All in all
the analysis shows that ITES has received about one-fifth of the total
resources provided to the universities and the Stockholm School of
Economics, while HHS, Gothenburg, Lund and Stockholm have
received a little more than one-seventh each, and SOFI, Ume& and
Uppsala less than one-tenth each. A certain concentration of resources
to the Stockholm area was observed.

In Chapter 4 the first of the chapters devoted to research output,
Eskil Wadensjo discusses Swedish postgraduate education. He starts
by describing the institutional framework, which was originally
modelled on the prevalent model on the Continent and demanded
extremely substantial theses. Following a reform in the late 1960s an
American Ph.D. type of model was adopted. However, Wadens;jo’s
analysis shows that this change did not work as envisaged. Periods of
study have tended to be well above the intended four years. Nor has
the age of those passing the Ph.D. exam fallen compared to those
studying under the old system. Many registered Ph.D. students also
tend to drop out along the way. These findings are consistent with the
results of analyses in other disciplines."” They suggest that something
needs to be done about Swedish postgraduate education.

In an analysis of the contents of the theses, Wadensj6 found that
these cover a wide range of subjects with a general pattern rather
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similar to that disclosed for international publications by Swedish
economists in Chapter 5 (see below). Similarly a certain specialization
between the departments is demonstrated. Wadensjé is also able to
show that the earnings vary considerably between different cohorts of
economists holding Ph.D. degrees. Another established feature of the
labour market is that due to the present age structure there will be few
retirements before the first decade of the next century, when a large
number of positions will suddenly become vacant. This will obviously
be a very important factor to consider in recruiting a new generation
of Swedish economists.

Chapter 5, written by Olle Persson, Peter Stern and Elving
Gunnarsson, adopts a bibliometric approach, using what is perhaps
the most controversial tool of evaluation. It once caused the British
scientist Sir David Phillips to comment: ‘We are certainly looking
where the light is, but is the light shining where we need it?’ (Phillips
1989: 215).20 Others, such as Narin (1987), however, have pointed out
that ‘the results of bibliometric studies are seldom counter-intuitive:
they usually agree with expert expectation’. In the present context it
is also particularly important to stress that the bibliometric studies
are only one of several approaches to the study of Swedish econ-
omics.” The results presented in Chapter 5 are also consistent with
those reported in other chapters in this volume. In Chapter 5 it is
shown that Swedish economists tend increasingly to publish their
research results in international journals, thus achieving the same
world market share as their Swedish colleagues in physics, chemistry
and engineering. In line with findings regarding other disciplines and
from other countries, the distribution of publications is highly
skewed. Swedish economists also publish in core economic journals
about as much as their colleagues in other countries. They seem to
have become particularly visible to the international audience in
areas such as regional, urban and international economics. Other
important fields have been general economics and labour economics.
On the whole the study shows that Swedish economists are relatively
well integrated into the international research community.22 Most of
them would therefore agree with one of the key figures in David
Lodge’s novels, the American professor of Literature Morris Zapp,
when he declares:

There are three things which have revolutionized academic life in
the last twenty years [. . .]: jet travel, direct-dialling telephones and
the Xerox machine. Scholars don’t have to work in the same
institution to interact, nowadays: they call each other up, or they
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meet at international conferences. [. . .] As long as you have access
to a telephone, a Xerox machine, and a conference grant fund,
you’re OK, you’re plugged into the only university that matters —
the global campus.

(Lodge 1985: 43-4)”

This internationalization of Swedish economics is also an important
theme in the second part of the book, in which the three members of
the international evaluation committee present their views on
Swedish economics in the 1980s, and make their recommendations.
According to the evaluators the internationalization trend means that
a third Swedish School, comparable in magnitude to the earlier two,
is highly unlikely. Swedish economists should aim instead to make
contributions to the expanding international literature.” The group
demonstrates this course of events in Chapter 6 in a survey of
Swedish economics in the 1980s. They focus first on a number of
applied areas in which Swedes have tended to specialize: labour
economics, natural resources, interregional economics, international
economics and public finance. In two later sections they turn to the
more general fields of microeconomics, macroeconomics and monet-
ary economics.

Although the group has been able to indicate a number of important
contributions by Swedish economists during the 1980s, its members
have also identified some problems in the fields of economics research
in Sweden. To a large extent they see these as being an effect of
institutional conditions, and in the two following chapters they
therefore turn their attention to these conditions. Chapter 7 deals with
the general organization of research, while Chapter 8 focuses on
postgraduate education. In the first of these chapters the evaluators
comment on the distribution of resources and the limited scale of the
different departments. They find this particularly worrying, since the
Swedish system is also characterized by a high degree of inbreeding
and by low mobility between departments.”’ Another thing which the
evaluators noted was the lack of obvious career paths in research in
either the universities or the research institutes. They also stress the
desirability in many instances of raising the level of research ambi-
tions.

In Chapter 8 the international evaluation group presents a similar
survey of Swedish postgraduate education. They find limitations with
regard to the scale and the level of productivity highly alarming. They
therefore argue for more structured doctoral programmes and greater
incentives for Ph.D. candidates to complete their studies, and to do so
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more quickly. Again they are concerned about the low mobility
between universities and the lack of clear career paths.

After giving their views on Swedish economics in Chapters 6-8, the
three members of the international evaluation committee conclude in
Chapter 9 by making their recommendations for action. First they
discuss certain aspects of the system which they have found significant:
the earlier record of excellence, internationalization, resources, scale,
incentives, tradition and career paths. As regards the organization of
research, they suggest the creation of national networks of economists
working in similar areas, improvements in the links between university
departments and research institutes, a reform of the career path
system, and a stronger focus on basic research. As regards postgradu-
ate education the evaluators call for a concentration of resources, a
core curriculum for doctoral students, a national system of intensive
field courses, fellowships for study overseas and at home and, last but
not least, a change in direction towards theses in the shape of
collections of articles. To summarize: the evaluation group strongly
stresses the need for a radical change in three vital components of the
system under study: cooperation, career paths and postgraduate
education.

EVALUATING THE EVALUATION

Just as Swedish economics has been evaluated in the present project,
the evaluation project itself should also be subjected to scrutiny.
In terms of the values referred to on pages 5-8 we can now ask
ourselves: has the evaluation been responsive and objective? Is it
trustworthy and generalizable? Naturally it is not the concern of the
contributors to this volume to answer such questions. That is a task
for the various stakeholders.” Nevertheless, some comments can
perhaps be made. There does seem reason to believe that the very
decision to undertake the project has had an effect on Swedish
economists, in that more than before they have started to compare
their work and their working conditions with those of others. And this
has been reinforced in the course of collecting the material and making
the site visits.,”” However, the main effects can be expected to appear
after completion of the present report. Even if it has no effect at all on
the resource-granting bodies, it will influence views on Swedish
economics.” Scholars in the fields of sociology and the philosophy of
science (cf. e.g. Kuhn 1962 and Hull 1988) have stressed the import-
ance of noting the human characteristics of scientists, their vested
interests and their priorities. Thus researchers participate in social
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interactions, during which they tend to utilize available information to
their own advantage. Nor is this limited to the social sciences and the
humanities. As Mitroff (1974) has vividly illustrated in a study of
eminent geologists examining rock samples brought back from the
Apollo moon mission, researchers in ‘the hard sciences’ also reveal
these tendencies. And McCloskey (1986: 32-4) even argues that
‘mathematics, [. . .] the queen herself® is rhetorical in character.” In
the terminology of the sociologists Berger and Luckmann (1966),
scientists create reality together. According to this view we have to
accept that even apparently obiiective data has been ‘created’ under
certain assumptions or theories.” It is then likely to be appreciated by
anyone finding positive support in it, whereas others are likely to seek
supplementary evidence leading to their own particular favoured
conclusion.” In business this has been pertinently illustrated by Higg
(1979) in an analysis of the ex post evaluation of investments. Higg
shows first that although investment calculations before an investment
are compulsory, evaluations afterwards are rarer. Even more interest-
ing in our present context is the fact that, when evaluations were
undertaken, explanations were always given of negative deviations
from the original calculations. Along the same lines Pedersen (1977)
suggests that it is quite rational for agency heads to resist changes
proposed by evaluators. And as regards economists, Malinvaud (1985:
170) has pointed out that ‘protagonists will often find apparently good
reasons for explaining why their own theory did not work well in some
particular cases’.

All this brings us to the eternal argument in research evaluation
about interpretation. Should previously successful areas or institu-
tions be rewarded by the allocation of yet more resources, or should
weak units be supported to encourage improvement? The answers to
these questions are not self-evident, and will ultimately depend on the
ability of different types of economists to argue their own case before
their academic colleagues inside and outside the profession and before
the resource-allocating bodies.”” In this discourse, or the rhetoric of
the economists as McCloskey (1983, 1986 and 1990) call it, it can be
hoped that the present evaluation will constitute a relatively balanced
input.33 According to Hull (1988) it will then become part of a natural
selection process characterized by replication, interaction and evolu-
tion. As regards the future development of this kind of competitive
process, which is likely to assume an increasingly international
character, we can only speculate today. Several distinguished eco-
nomists have recently done just this, when they were asked to say
something about the next 100 years in economics. It seems fairly safe,
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however, to agree with Milton Friedman’s answer to this question in
an article entitled ‘New Wine in Old Bottles’, namely that while the
problems treated by economists tend to be eternal, the ways of
handling them may change.“ In another answer Edmond Malinvaud
(1991) takes up this last point and suggests that methodological
development is likely to imply growing cooperation between eco-
nomists and scholars from other disciplines. Such an eventuality is not
without complications, however. As McCloskey (1990: 162) has
pointed out, relations between economists and adjacent disciplines are
not always friendly. He even maintains that ‘the neighbors of econ-
omics hate its arrogance, as the neighbors of physics do’.” Be that as it
may, it is nonetheless extremely important to promote the dynamics of
the system, i.e. to provide good opportunities for the development of
the discipline. And here, as Pasinetti (1985: 186) has pointed out, it is
desirable that ‘citation clubs’ be avoided and that the heavy
responsibilities of prize awarding and research grants committees be
kept in mind.

But the message of the project is not addressed solely to economists.
The conclusions arrived at and the recommendations made certainly
have a much wider bearing than this would imply. They constitute a
plea for reforming the institutional conditions, not only in economics
but also in other disciplines for which the Swedish Council for
Research in the Humanities and the Social Sciences assumes a
responsibility. Despite apparent differences in coherence and publica-
tion traditions between the various academic disciplines (cf. e.g.
Lodahl and Gordon 1972), the conclusions and recommendations
presented here may even have general implications for yet other
disciplines and even for the organization of research in other small
countries. The question remains, however, as to whether the most
important part of the exercise may not have been the process rather
than the product. If this is so, then the impact outside economics will
be limited at least in the short run. In a longer perspective, however, if
Swedish economists and their resource-providers take the report on
board, some of its ideas are likely to spread. Institutional theories of
organization have shown how the power of example can trigger the
imitation of social designs in new fields (DiMaggio and Powell 1983).
In the terminology introduced by Argyris and Schén (1978), we will
then have not only single loop but also double loop learning, i.e. true
learning by way of adaptations outside the existing norms.



2 Economics the Swedish way
1889-1989

Lars Jonung assisted by Elving Gunnarsson

INTRODUCTION'

As Johnson (1973, 1977) has pointed out, there are ‘national styles’ in
economics research and teaching. In describing the development of the
Swedish style of economics, I have taken the academic system in the
United States as my point of reference,” and David Davidson’s
appointment to the chair in Uppsala in 1889 as the starting date. The
account therefore covers one century, although the founding period
actually occurred in the first decade of the 1900s when Knut Wicksell
was appointed to Lund University, Gustav Cassel to Stockholm
College and Eli Heckscher to the Stockholm School of Economics.
Economics in Sweden has a much longer history than this, however.
Chairs were established in 1741 and 1750 at Uppsala and Lund,
making Sweden the country with the second oldest academic econ-
omics tradition in the world. The first chairs had been created earlier
in Germany. (See Appendix B for a list of all Swedish professors of
economics over the past 250 years.)

The history of Swedish economics is basically the history of its
professors, or more precisely the history of the seventy to eighty
people who have held chairs in economics and economic history over
the past hundred years, because the professor has occupied a domi-
nant position in the academic system.” For this reason the account
concentrates on the market for and the performance (behaviour) of
professors, emphasizing various aspects which appear specific to
economics in Sweden as compared to the United States. A chronologi-
cal approach is adopted.

First, the extent of the university market for professors is described.
By far the most striking feature of Swedish economics is that it
succeeded in making a number of important contributions between
1890 and 1940, in spite of a narrow academic base. Second, the
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incentive structure of the academic system is considered. For a long
time this system was designed in a way that was essentially detrimental
to scientific progress. Third, the extramural activities of Swedish
professors of economics are explored, since these have played an
important role in Swedish public life. I will look at the part the
professors have played as policy advisers and as authors of official
government reports, as well as their journalistic activities and their
participation in the ?ublic debate - in a tradition that started with
Wicksell and Cassel.” Fifth, the originality of Swedish economics is
discussed, in particular the influence of American economics on
Swedish research. Finally, three institutions of economics - the
Stockholm School of Economics, the Department of Economics at
Lund, and the Institute of International Economic Studies at
Stockholm - are briefly considered in Appendix C, because all these
institutions have been an important source of influence on the
development of Swedish economics.

THE DEVELOPMENT OF THE MARKET FOR
PROFESSORS

One hundred years ago David Davidson at Uppsala was the sole
Swedish professor of economics, as the subject is understocd today. He
was appointed to his chair at Uppsalain 1889. Although there was also a
chair in law and economics at Lund, this was not held by an economist.
The expansion of the field of economics started during the first decade
of the present century: Knut Wicksell was given a temporary chair at
Lund in 1901, and a permanent one in 1904; Gustaf Steffen was
appointed to a new chair in economics and sociology in 1903 at the
College of Gothenburg (Goteborgs hogskola), later Gothenburg
University;” Gustav Cassel obtained the new chair in Economics and
Public Finance in 1904 at the College of Stockholm, later Stockholm
University; and Eli Heckscher the first chair purely for economics in
1909 at the recently founded private institution, the Stockholm School
of Economics.’ (See table 2.1 and figure 2.1.) There was one professor in
the subject of economics at each university at that time. Modern
departments started to develop much later, in the 1950s.

Davidson, Wicksell, Cassel and Heckscher can be regarded as the
founding fathers of Swedish economics. They established economics
in Sweden as an academic discipline of high standing and considerable
international fame.” In 1899 Davidson founded Ekonomisk Tidskrift,
the first professional journal of economics in Sweden. He was editor
for forty years, publishing a great many articles and commentaries
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Table 2.1 Occupants of chairs in economics 1889-1989
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Uppsala

Lund

Faculty of Law

1889-19 David Davidson
1921-42 Fritz Brock
1942-58 Erik Lindahl
1964-9 Tord Palander
1969-87 Géran Ohlin

Faculty of Social Sciences’
1948-64 Tord Palander
1965-85 Ragnar Bentzel
1985-92 Bengt-Christer Ysander

1987-  Bertil Holmlund
1988~  Peter Englund
1989-  Jan Sodersten

Faculty of Law

1901-16 Knut Wicksell
1919-39 Emil Sommarin
1939-42 Erik Lindahl
1943-7 Johan Akerman®
1948-74 Carsten Welinder*
1970-87 Bengt Hoglund
1988-  Ingemar Hansson

Faculty of Social Sciences
1947-61 Johan Akerman
1961-8 Guy Arvidson
1968-92 Bjorn Thalberg
1971-  Ingemar Stéhl

International Economics
1965-77 Torsten Gardlund
1977- Bo Sédersten

Gothenburg

Faculty of Social Sciences’

1903-29 Gustaf Steffen
1931-51 Gustaf Akerman
1953-62 Ivar Sundbom
1962-5 Bérje Kragh
1965-70 Roland Artle
1971-7 Bo Sédersten

1979- Lennart Hjalmarsson
1988-  Clas Wihlborg
1985-  Anders Klevmarken

(econometrics)

School of Economics and
Business Administration’
1923-32 Gunnar Silverstolpe
1932-9 Erik Lindahl
1941-8 Tord Palander
1949-53 Ivar Sundbom
1955-78 Harald Dickson
1978-  Johan Lybeck

Stockholm University

Stockholm School of Economics

Faculty of Law

1904-33 Gustav Cassel
1934-50 Gunnar Myrdal
1951-67 Ingvar Svennilson
1969- Lars Werin

Faculty of Social Sciences

1921-49 Gosta Bagge
1949-51 Kjeld Philip

1. 1909-29 Eli Heckscher
1929-65 Bertil Ohlin
1965-74 Erik Lundberg

2. 1917-46 Sven Brisman
1947-63 Torsten Gérdlund
1964-71 Assar Lindbeck
1972-  Karl Jungenfelt




22 Introduction and background studies

Table 2.1 Continued

Stockholm University Stockholm School of Economics
1953-79 Anders Ostlind 3. Economic history/economics
1979-  Claes-Henrik Siven 1940-58 Arthur Montgomery

1958-85 Erik Dahmén
1946-65 Erik Lundberg 1989~  Ulf Olsson
1968-84 Borje Kragh
1985-  Séren Blomqvist 4. 1979-  Staffan Burenstam-Linder

1979- Karl-Géran Mailer
1947-51 Ingvar Svennilson

1965-7 Bent Hansen 1984-  Lars Bergman
1969-73 Guy Arvidsson 1984- Johan Myhrman
1975-  Peter Bohm 1987- Mats Lundahl

1988—  Lars Jonung
1974-9 Géosta Rehn
1980-  Eskil Wadens;jd

Institute for International
Economic Studies

1960-7 Gunnar Myrdal
1967-71 Ingvar Svennilson
1971-  Assar Lindbeck
1984-  Lars Svensson
1988-  Lars Calmfors
1988~  Torsten Persson
1989-  Mats Persson

Umed
Regional economics
1965-9 Hugo Hegeland 1979-89 Ake Andersson
1971- Ténu Puu 1989-  Borje Johansson

1988-  Karl-Gustaf Lofgren

Notes:* Facuity of Philosophy prior to 1965.
® Johan Akerman was professor in the faculty of law and the faculty of
philosophy 1943-7.
‘ There was no professor of economics in the law faculty between 1947 and
1970, but a chair in public finance and fiscal law was occupied by Carsten
Welinder 1948-74.
¢ Faculty of Philosophy prior to 1965.
° Faculty of Social Sciences from 1972.

Comment: The table does not include professors with doctoral degrees in economics
who were appointed to chairs outside the ‘ordinary’ departments of economics. This
applies to Karl-Gustav Léfgren, professor in forest economics at the College of
Forestry in Umed& 1979-88, Séren Wibe joining Karl-Gustav Ldfgren, and Bengt
Jonsson, professor in health economics at Linkoping 1981-91, and Karl Lidgren,
professor in environmental sciences at Lund 1985. Nor does the table include
Herman Wold, professor of statistics at Uppsala, who made important contributions
to the field of economics.
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himself and encouraging his colleagues to contribute as well.® Within a
fairly short period in the 1890s Wicksell published three epoch-making
books: Uber Wert, Kapital, und Rente (1893), Finanztheoretische
Untersuchungen (1896) and Geldzins und Gtiterpreise (1896); he later
summarized his views in the two volumes of his Lectures. Cassel was
the first Swedish economist to establish himself deliberately outside
Sweden. He was probably the best-known economist internationally
prior to the rise of Keynes. His address to the American Congress in
1928 marks the peak of his influence. And, lastly, Heckscher gained
prominence as an economic historian with his study of the mercantilist
system.

Besides making important advances in the field, the founding
fathers were also highly visible in the Swedish public debate, in
particular Wicksell, Cassel and Heckscher. They made their subject
familiar to the public and the political community, and exerted a
considerable influence on Swedish economic policy. As discussed



24 Introduction and background studies

below, they set an example and inspired later generations of econ-
omists by creating a strong public platform for economists.

It is remarkable that this group of economists succeeded in emerg-
ing at the turn of the century and launching their field so successfully.
In this context the role of the Lorén Foundation should be stressed.
This foundation gave generous travel grants to Knut Wicksell and
Gustav Cassel, making it possible for them to study abroad for long
periods of time.” Moreover, Heckscher managed to obtain a chair in
economics on the recommendation of Cassel, although he was orig-
inally a historian, holding a licentiate in that subject. But, once a
professor, Heckscher turned to the study of economics with great
enthusiasm, specializing in the British economics tradition.

The works of the founding fathers inspired a second brilliant
generation that established itself during the 1920s and 1930s. Later to
be known as the Stockholm School, it included Dag Hammarskjold,
Alf Johansson, Karin Kock, Erik Lindahl, Erik Lundberg, Gunnar
Myrdal, Bertil Ohlin and Ingvar Svennilson. They extended the
heritage of Wicksell and Cassel in a number of ways. In his thesis in
1919 Lindahl developed Wicksell’s ideas about public finance and
taxation. In his doctoral thesis in 1924 Ohlin extended Cassel’s
equilibrium system to the theory of international trade, and in his
thesis in 1927 Myrdal introduced uncertainty and risk into Cassel’s
system. In the 1930s Wicksell’s camulative process became a source of
inspiration when, influenced by the depression, this group of econ-
omists turned to the study of unemployment and cyclical fluctuations.
Hammarskjéld and Lundberg studied dynamic processes in their
theses in 1933 and 1937 respectively, while in 1938 Svennilson
considered the problems of multi-period planning in firms under
uncertainty.

The Stockholm School marks the heyday of Swedish economics.
How could this outpouring of work develop from so small an
academic base - fewer than ten chairs in the 1930s? Moreover, several
of these were held by economists not active in research: Emil
Sommarin occupied the chair after Wicksell at Lund (1919-39),
Gustaf Akerman was at Gothenburg (1931-53), and Fritz Brock at
Uppsala (1921-42), blocking possible new entrants to these chairs
throughout the interwar period.' Part of the answer is that the new
generation was able to find financial support and intellectual inspi-
ration outside the university system, primarily from two sources: first,
the National Income project led by Gosta Bagge and supported by
Rockefeller money during the period 1925-40, and second, the
Unemployment Committee active in the period 1927-33."
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The Swedish university market did not expand in the 1930s to
absorb the influx of economists who had obtained their doctoral
degrees (see table 2.1 and figure 2.1). This contributed to the decline of
the Stockholm School in the 1940s. There were simply too few
members of the school with permanent positions in the university
system. Moreover, those holding chairs were busy with other activities
besides research and teaching. Very few of them managed to obtain
chairs before the Second World War: Bertil Ohlin became first
professor in Copenhagen in 1924 and Gunnar Myrdal obtained a
position in Geneva. Ohlin returned to Sweden in 1929, accepting
Heckscher’s vacant chair when a research professorship was
established in economic history for Heckscher to console him for not
becoming president of the Stockholm School of Economics. Myrdal
succeeded Cassel in 1934, Erik Lindahl, the oldest of them all, had
considerable problems. He competed with Ohlin for Copenhagen and
with Gustav Akerman for Gothenburg, but did not get a chair until
1932 - first at Gothenburg, later at Lund and finally at Uppsala. He
was classified as the ‘permanent docent’ and it is said that in the 1920s
Heckscher urged Lindahl to become a practising lawyer since he had a
degree from the faculty of Law at Lund.

Several economists abandoned the academic world. Dag
Hammarskjold pursued a distinguished career in the Riksbank
(Sweden’s central bank) and the Ministry of Finance and later at the
United Nations; Karin Kock turned to the civil service after being
professor; Alf Johanson did the same, and he became the chief
ideologue responsible for the Swedish housing programme. Erik
Lundberg became the first head of the National Institute of Economic
Research (Konjunkturinstitutet) in 1937, later combining this position
with a chair at Stockholm University from 1946. Finally he became
professor at the Stockholm School of Economics. Ingvar Svennilson
went first to the National Institute of Economic Research and later
accepted a position at the Industrial Institute for Economic and Social
Research (Industrins utredningsinstitut), before becoming professor in
1947. During the Second World War economists were drawn into
public administration and became engaged in practical matters. From
this point on, theory development in the Stockholm tradition virtually
ceased.”

From the end of the 1940s onwards the number of chairs grew. By
1950 there were eleven chairs in economics altogether, including
Arthur Montgomery’s chair in economics and economic history at the
Stockholm School of Economics. The number was the same in 1960
but had risen to fourteen by 1970, to seventeen by 1980 and about
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Table 2.2 The establishment of departments with professors of economics
1889-1989

Institution Year
Uppsala 1889
Lund 1901
Goteborgs hogskola/ Gothenburg University 1903
Stockholms hégskola/Stockholm University 1904
Stockholm School of Economics 1909
Gothenburg School of Economics 1923
Stockholm University, IIES 1962
Umed 1965
Stockholm University, SOFI 1972

thirty by 1989. The second half of the 1980s witnessed a sharp rise,
primarily in the Stockholm region (see figure 2.1).

There are now six large departments of economics with their own
chairs: at Lund, Gothenburg, Uppsala, Umed, at the Stockholm
School of Economics and at Stockholm University (table 2.2). Stock-
holm University holds a dominant position as regards the number of
chairs; including the Institute for International Economic Studies and
the Swedish Institute for Social Research (SOFI) there are about
twelve professors there.

In the 1950s and 1960s economists were primarily involved in
problems associated with the growth of the public sector. Some of the
areas in which those who obtained chairs in economics during the
period 1950-75 were specializing included housing policy (Assar
Lindbeck, Ingemar Stdhl, Ragnar Bentzel, Guy Arvidson); education
(Ingvar Svennilson, Stahl); defence (Bengt-Christer Ysander, Stahl);
monetary policy and stabilization issues (Arvidson, Bent Hansen,
Lindbeck); economic growth and structural change (Karl Jungenfelt,
Svennilson, Erik Dahmén); welfare economics and environmental
economics (Peter Bohm, Karl-Géran Mailer); and regional economics
(Ake Andersson).

In the 1970s a generation emerged with a focus on macroeconomic
issues, labour and money, greatly inspired by American research. This
generation, including among others, Lars Calmfors, Bertil Holmlund,
Lars Jonung, Johan Lybeck, Karl-Gustaf Lofgren, Johan Myhrman,
Claes-Henric Siven and Eskil Wadensj6, generally combined theory
with empirical testing based on Swedish data, sometimes trying to
extend the prevailing theories to cover specific Swedish institutional
particularities. In the 1980s a new generation of professors emerged



Economics the Swedish way 1889-1989 27

with a stronger mathematical orientation than previously, including
Lars E. O. Svensson, Mats Persson, Torsten Persson, and Ingemar
Hansson. This generation has been able to establish itself in the
profession more quickly than any previous one, particularly at the
Institute of International Economic Studies (IIES). This institute has
displayed remarkable growth in the number of its chairs during the
1980s: its four or five new chairs in the 1980s alone correspond to the
number in a major department outside Stockholm (table 2.1).

Very few new chairs exclusively in economics were established
during the 1980s. Instead the field was growing as a result of
diversification, i.e. the establishment of chairs in specialized subfields
of economics such as energy economics (Lars Bergman), international
economics (Mats Lundahl, Staffan Burenstam Linder, Lars E. O.
Svensson, Torsten Persson and Lars Calmfors) and financial econ-
omics (Clas Wihlborg and Peter Englund). It was easier to obtain
funding from government or private sources for such specific fields.

The evolution of Swedish economics as described here is summar-
ized in table 2.3, which illustrates the fairly topical nature of Swedish
economics.” The first generation of economists was primarily inter-
ested in capital theory, monetary issues and problems of taxation.
Following the depression of the 1930s the profession gradually
moved towards the analysis of business fluctuations. Since then the
problems of the mixed economy have been high on the research
agenda. From the 1970s onwards research methods and theory, and
increasingly even the agenda of problems to be studied, have been
imported from abroad - primarily from the leading American
universities. From the 1960s and 1970s it is difficult to single out any
really innovative Swedish contributions to economics. The EFO-
model is sometimes cited in this context, but this model is basically a
Swedish version of the Norwegian Aukrust-model." But two creative
contributions can be identified from the 1980s: the study of the small
open economy and of labour market issues. But Swedish economists
appear less inde?endent scientifically today than they were in the
interwar period.’

In Sweden the study of economic history has its roots in economics.
In 1929 Heckscher was given a personal chair in economic history.
This was the start of economic history as a separate subject in the
Swedish university system. Today there are chairs in economic history
at all the major universities. This pattern can be compared with the
United States, where economic history is included in the departments
of economics. The separation of the two in Sweden has given the
subject of economic history a strong position in both research and
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teaching. One drawback of this arrangement is that the development
of theory is left entirely to economists. The economic historians end up
borrowing from economics - if they employ economic theory at all -
with little or no feedback to economics. And over the years there has
unfortunately been little interaction between economics and economic
history.

In spite of the work of Herman Wold and his followers in Uppsala,
and the availability of data on Swedish economic developments,
econometrics has not played the same role in economic research and
graduate training in Sweden as it has in many other countries. The
main reason is that econometrics was primarily studied in departments
of statistics, which inhibited fruitful interaction with economists.
Econometrics was not required for a Swedish Ph.D. degree until
recently. The first chair in econometrics in the state university system
was established in 1985 by HSFR. Before that there was a chair in
economic statistics at the Stockholm School of Economics.'®

Compared to the other social sciences economics is a fairly big
subject in Sweden. Business administration, a late entrant into the
academic field, is the main challenger when it comes to size. But by
international standards the total number of chairs in economics is
quite small. Sweden has currently between thirty and forty professors
of economics, including econometrics and economic history. True,
there are a number of intermediate positions such as lecturers, docents
and researchers in the Swedish system, including some at research
institutes outside the universities. These are occupied by economists
with qualifications similar to those of assistant, associate or even full
professors in the United States. If these are included, Sweden could
probably claim about 140-50 professors of economics. This group is
scattered over many departments and research institutes, so that no
department can match the breadth and quality of a major American
department of economics.

BECOMING A PROFESSOR

The qualification for a professorship in the Swedish university system
used to be to have written and successfully defended a doctoral thesis;
this can be compared to the American system in which course work
and qualifying exams are important hurdles. As a rule the thesis was
the main work, the tour de force, of the aspiring Swedish scholar.
Writing it was a task generally left to the individual students working
alone, with little if any guidance from their supervisors. The opponent,
often a docent (an assistant professor without tenure), used to have a
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Table 2.3 The four phases of economics in Sweden 1889-1989: a stylized
overview

Phase I: The founding fathers (about 1889-1926).

The marginalist revolution cum the quantity theory of money. General
equilibrium economics, capital theory and public finance. Monetary eco-
nomics influenced by the pre-1914 gold standard and monetary events during
the First World War.

David Davidson, Knut Wicksell, Gustav Cassel, Eli Heckscher.

Phase II: The Stockholm School (about 1927-50)

a) The (early) Stockholm School of the 1920s. Value and monetary theory in
the Cassel-Walras tradition. Equilibrium economics extended to public
finance, international trade and dynamic problems.

Bertil Ohlin, Gunnar Myrdal, Erik Lindahl.

b) The Stockholm School of the 1930s. The development of disequilibrium
and sequential approaches inspired by inter-war unemployment and the
depression of the 1930s. Work in the Committee of Unemployment 1927-35.
Studies of economic processes and adjustments.

Erik Lundberg, Erik Lindahl, Karin Kock, Alf Johansson, Bertil Ohlin,
Gunnar Myrdal and Ingvar Svennilson.

¢) The (late) Stockholm School of the period after the Second World War.
The use of formal models.

Bert Hansen.

Phase III: Economics as a science applied 1o the welfare state (about 1950-75).
Empirical macro- and microeconomics applied to the expanding public sector,
bias towards public planning and proposals of government intervention
inspired by Keynesianism and Pigovianism. Government long-term plans,
studies of housing policies, schooling, defence, credit market controls, invest-
ment funds, public investments, cost-benefit analysis, industrial policy, and
pension systems.

Ingvar Svennilson, Bent Hansen, Guy Arvidsson, Assar Lindbeck, Ingemar
Stéhl, Bengt-Christer Ysander, Peter Bohm, Lars Werin, Borje Kragh and
Karl Jungenfelt.

Phase IV: Economics the American way. The ‘technical’ revolution and
diversification (1975-89).

a) Macroeconomics and labour economics, generally with empirical appli-
cation to the Swedish experience.

Johan Myhrman, Johan Lybeck, Lars Calmfors, Lars Jonung, Claes-Henric
Siven, Karl Gustav Léfgren, Bertil Holmlund and Eskil Wadensjé.

b) Economics of the 1980s.

Lars E. O. Svensson, Mats Persson, Ingemar Hansson and Torsten Persson.
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Table 2.3 Continued

c) Diversification into new fields. Environmental economics (Karl-Géran
Miler, Lars Bergman), health economics (Bengt J6nsson, Bjérn Lindgren),
finance (Clas Wihlborg, Peter Englund), regional economics (Ake
Andersson).

Institutional undercurrent: Gustav Steffen, Gosta Bagge, Johan Akerman,
Gunnar Myrdal, Erik Dahmén, Ingemar St&hl and Johan Myhrman.

Note: The table covers only economists with professorial chairs. It is intended to
give an idea of the main lines of research activities, not to cover all forms of
economic research over the past 100 years. Thus it is not all-embracing. A
number of professors have been left out because it was difficult to classify
their work under suitable ‘headings’. Their exclusion does not signify a
downgrading of their work. Many economists have been active in several
fields of research. Here they have generally been classified according to the
subject of their dissertations.

strong incentive for criticizing the thesis, as the candidate was likely to
be a future rival for a chair in the small market for new professorships.
If the thesis was given a high mark, its author could apply for the title
of docent with a high chance of being able to remain at the university
and eventually to obtain a chair. If the thesis got a low mark, life
outside the university was waiting, commonly offering a teaching
position at a gymnasium (upper secondary school or sixth-form
college), particularly for doctors in the humanities. The history of
Swedish university life is littered with personal tragedies and crushed
expectations in connection with doctoral theses. The field of econ-
omics has also had its share of these, although probably fewer than in
most of the other social sciences or in the humanities.

Many economists, such as Gosta Bagge, Eli Heckscher, Bertil Ohlin
and Gunnar Myrdal became professors primarily on a basis of their
theses.'” However, in recent decades this pattern has changed as a
result of several major reforms in the educational system, reflecting
American influence. The thesis and its defence are no longer so
important. The number of articles the candidate has published,
preferably in English and in refereed journals, is given great weight.
Publication in international journals is in fact a recent phenomenon of
the 1970s and 1980s. Several professors who obtained chairs before
1980 hardly published anything in foreign refereed journals, either
before or after their appointments.

After a successful doctoral thesis, the next step for the professorial
candidate was to wait for an opening, while continuing to produce
additional scientific work to acquire ‘professorial competence’. The
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position of docent usually provided the best opportunity for doing
scientific work. As a rule the post was obtained at the same university
which had granted the Ph.D. In the Swedish system, in contrast to the
United States, new doctors did not generally - and still do not - leave
the department where they obtained their doctorates. On the contrary,
the degree is commonly seen as a guarantee for staying on and winning
greater job security, usually by becoming a university lecturer - a
position which is nowadays a common first step in an academic career.

An opening occurs either as a result of the retirement of a professor
or the establishment of a new chair."® Swedish and foreign candidates
are both eligible to apply. A committee usually consisting of three
senior professors - generally of Swedes or Scandinavians - is
appointed on a basis of suggestions from all the economics depart-
ments in the country. The committee scrutinizes the accomplishments
of the candidates, in particular their publications. Each member or
sometimes a group of members produces a comprehensive written
evaluation of the accomplishments of the candidates and places them,
or a selection of them, in ranking order. These evaluation committee
reports play an extremely important part in the selection process. They
are generally binding for the final appointment, which until 1974 was
made by the King-in-Council but is now made by the Government on
the recommendation of the university where the vacancy exists.

Applicants dissatisfied with the verdict can lodge a complaint, an
opportunity which is sometimes taken up. Some of the most spirited
academic exchanges have occurred in connection with clashes about
evaluation committee reports. The reason is simple. The future of the
candidates is at stake. The number of positions is limited. In academic
subjects with only a couple of chairs in the whole of Sweden, the
alternatives are to remain a non-professor for the rest of your life, or
to emigrate.

The Swedish system of selecting professors is based on a compari-
son of the applicants, regardless of their particular fields and the
existing composition of the professorial staff of the department
concerned. The evaluation committee is thus forced to establish a
ranking order among applicants with widely differing backgrounds.
For example, an economist with a background in international trade
has to be compared with a health economist, a specialist in game
theory with an economic historian and so on. As very few committee
members, if any, master all the relevant fields, the system tends to
encourage diverging opinions among the members of the evaluation
committee, all of whom have reasons for promoting their own field of
specialization.
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The American system is based instead on a ranking within the
candidate’s field of specialization, not across all the fields commanded
by those applying for a post. When American university economists
are being considered for promotion, each one is ranked against other
economists in their own field and of roughly the same age. The
yardstick is thus established professional output, and is more con-
sistent than the various yardsticks constructed and inconsistently
applied in the Swedish system.

The Swedish evaluation reports belong to the public records, which
is not the case in the United States. In a field like political science, the
reports are even regularly published in the journal of the profession
Statsvetenskaplig tidskrift. The verdict of the evaluation tends to
follow candidates until the next time they apply. Thus, it is important
to get a good start. Application for a chair provides the only occasion
on which the academic production of an economist is seriously
evaluated. The evaluation represents a peer review, setting standards.
The evaluations also provide important information to the profession
about the scientific activities of its members.

Unlike the Swedish case, the American system works in confidence;
the candidates being considered by a department are often evaluated
without their knowledge and by anonymous referees. The judges’
reports are not made public and the candidate has no opportunity to
defend himself - but in the vast academic market they will have second
and third chances if they do not obtain tenure.

In principle the Swedish system is based on open competition, with
the majority of the referees and often all of them being chosen from
outside the university that has announced a vacancy. However, in
practice the local candidates do run on the inside track. Departments
try to promote their local candidates in a market characterized by
powerful local influence on the selection process and little mobility
between universities. Nonetheless there is a flow of professors in
economics between the Swedish universities. In the period 1970-88,
Lund was the main exporter to Stockholm, Stockholm exported to
Uppsala and Uppsala to Umed. The role of Lund as producer and
exporter of professors appears more clearly if we consider the whole
period since the Second World War.

The process of becoming a professor in the Swedish system is time-
consuming. While the normal age for receiving tenure is about 30-35
in the United States, the average age for a person’s first appointment
as a professor of economics in Sweden is around 40. This figure has
also been remarkably stable over the past 100 years; it fluctuates
between a low of 38 for the period 1901-30 and a high of almost 46 in
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the period 1951-60, and it has been around 42 in the 1980s (table 2.4).
The expansion in the field can also be seen in table 2.4. For the first three
decades of the century a new professor was appointed every third year.
The number increased gradually, reaching a peak of two professors a
year in the 1980s when the number of new chairs increased.

INTRAMURAL ACTIVITIES OF THE PROFESSORS

In the Swedish system professors enjoy a strong position in the power
hierarchy. They are tenured for life as civil servants and are guar-
anteed job security, even if they neglect research, publication and
involvement in the administration of their departments. Until recently
the salary of a professor was based solely on seniority.” The position
of the professor is strengthened by the fact that professors appoint new
professors according to the system of evaluations. The professor is
also an influential member of a department who exerts control over
local academic affairs. As such, he can influence the hiring of
economists to positions below his own. The status and influence of the
professor is still high in the Swedish system, although the power of the
individual professor has been reduced as departments have grown in
size. The Swedish system of professors as civil servants employed by
the government resembles the continental European arrangements
rather then the American model.

There is little direct pressure from the student side on the behaviour
of professors. According to government policy university degrees
should be of equivalent value at all universities. In comparison with
the United States there is little information about the quality of the
different departments of economics, and the incentive to move from
one department to another is weaker in Sweden. Swedish under-
graduate students in economics generally pursue their postgraduate
studies at their old university. There are no published department
rankings as there are in America (cf. e.g. Colander 1989b), nor do
Swedish doctoral students discuss their choice of graduate school as
American students do (Klamer and Colander 1990).

Once someone has become a professor, he tends to remain in his
chair until retirement, at least nominally. Over the past hundred years
sixteen professors have thus remained in their professorships for more
than twenty-five years (table 2.5). There is little movement among
tenured professors from one department to another. Professors
sometimes use their position as a base for other activities, however,
taking full or partial leave of absence for other tasks, as will be
discussed below.
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Table 2.4 Age at the first appointment as professors in economics or
related subjects in Sweden 1889-1989

Age 1901-30° 1931-50 1951-60 1961-70 1971-80 1981-9 Total

30 2
32 1
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Total 11 12 4 10 14 18 69
Per

Year 0.32  0.60 0.40 1.00 1.40 2.00 0.80
Median 38 395 41 435 40.0 41.5 40.0
Mean 38.1 41.8 41.0 4272 41.6 41.8 41.0

Note: “ The first modern professor, David Davidson, has been included in this
period though he was appointed in 1889. Professors with only the title and
professors in economic history are not included.

After appointment the incentive structure to which the now tenured
professor had become accustomed, changed drastically, going more or
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Table 2.5 Length of service as professor, 25 years or more

Name Number of Years Period
Bertil Ohlin 36° 1929-65
Eli Heckscher 36" 1909-45
David Davidson 30 1889-1919
Sven Brisman 29 1917-46
Gustav Cassel 29 1904-33
Gosta Bagge 28 1921-49
Torsten Gérdlund 28 1947-63
1965-77
Erik Lundberg 28 1946-74
Tord Palander 28 1941-69
Erik Dahmén 27 1958-85
Ragnar Bentzel 26 1959-85
Erik Lindahl 26 1932-58
Anders Ostlind 26 1953-79
Gustaf Steffen 26 1903-29
Assar Lindbeck 25 1964~
Ingvar Svennilson 25 1947-1972

Notes: " Bertil Ohlin’s sojourns as professor in Copenhagen 1924-9 is not included in
the table.
* Eli Heckscher was professor of economic history 1929-45.

less into reverse. Now the relation between salary and position on the
one hand and scientific output on the other is weak. This is one
explanation why some professors significantly reduce their production
of scholarly work after their appointments.zo However, the slowdown
in productivity is due partly to the fact that the professor is now
responsible for teaching, administration and the supervising of
doctoral students, partly to heavy involvement in extramural activi-
ties, and partly to the high average age, about 42, at which a chair is
attained in the Swedish system.

Swedish professors have not shown much interest in emigration.
The only professors to have left Sweden for professorships outside the
country are Roland Artle in 1970 and the two Danes Kjeld Philip in
1951 and Bent Hansen in 1967.”' The second two both went to
Berkeley. Offers of chairs in the United States have also been extended
to several professors such as Erik Lundberg, Assar Lindbeck and
Karl-Gustaf Léfgren, but have been turned down. However, in recent
decades several economists with a licentiate or a doctor’s degree who
have not secured a chair in Sweden have left the country to become
professors abroad. There are also a number of economics professors of
Swedish nationality active outside the country, primarily in the United
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States, who left as undergraduate or postgraduate students and
obtained a degree at a foreign university. This pattern is also fairly
new, starting in the 1960s.

Swedish professors usually have good international contacts. They
have spent time at foreign universities either as students, postdoctoral
visitors or visiting professors. These international contacts have a long
history, going back at least to the foreign sojourns of Davidson,
Wicksell and Cassel. There has also been a considerable inflow of
visiting foreign professors, particularly during the 1980s.

The supervising and training of doctoral students has not generally
been an important part of the activities of Swedish professors.
Doctoral students have sometimes even been regarded as a time-
consuming burden, especially in small departments with weak or non-
existent doctoral programmes. Ph.D. programmes on American lines
started to appear in the 1960s, before which time doctoral students
would simply read a certain specified amount of literature and then be
examined by the professor. A study trip to a foreign university was
often part of the preparation for writing a thesis. Formal Ph.D.
programmes were not established in Swedish departments until the
1970s.

The number of Ph.D. students supervised by any of the best-known
Swedish economists is amazingly low. David Davidson was professor
for thirty years in Uppsala. Only one of his students, that is Eli
Heckscher, became professor. Knut Wicksell was professor for such a
short period in Lund that he never had any doctoral students. He
inspired Emil Sommarin but did not take part in his work, nor did he
see Erik Lindahl’s thesis until it was available in proofs. His students
were law students and economics was a peripheral subject in the law
degree. Moreover, Wicksell’s firm adherence to Malthusian principles
may have repelled students; he was quite open about wanting them to
adopt a Malthusian approach. Nor did Eli Heckscher produce any
doctors who became economics professors during his own 36-year-
long professorial reign. The reason was that the Stockholm School of
Economics had no doctoral progamme until the 1940s, although in his
memoirs Ohlin admits to being greatly influenced by Heckscher.”

Few of the professors belonging to the Stockholm School inspired
any academic followers. Some of them produced no doctors of their
own who subsequently obtained economics professorships in Sweden.
This applies to Bertil Ohlin and Gunnar Myrdal. Both Ohlin and
Myrdal, as will be seen below, became active in political life and for
long periods were professors in name only.” Erik Lundberg was more
successful as a supervisor, particularly for licentiate students, although
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he was known to be critical in a destructive way. This is one factor
behind the demise of the Stockholm School - a school with no
followers does not survive.”

Before the 1970s and 1980s there were at least two major exceptions
to the pattern described here: Gustav Cassel at Stockholm and Johan
Akerman at Lund. Discussing at some length his role as postgraduate
supervisor, Gustav Cassel declared:

At the postgraduate level I never had many students. In my opinion
the important task was to train not many economists, but econ-
omists of high class who could advance the science of economics
and improve its position in our country. Under these circumstances,
it was no easy task for a professor to judge which students he should
admit into the field. He has an enormous responsibility both
towards society and towards the individual student. But the profes-
sor must bear this responsibility.

(Cassel 1941: 373)

As supportive evidence »f hic policy Cassel described the careers of
those of his students who were professors at the time when he was
writing his memoirs: Nils Wohlin, professor of statistics, and Gosta
Bagge, Bertil Ohlin and Gunnar Myrdal, all three professors of
economics. Cassel (1941: 377) also singled out two students whom he
felt had ‘good knowledge’ but whom he did not want to let into the
academic field, namely Gunnar Silverstolpe and Karl Petander: ‘Both,
as I see it, have subsequently found the right place in life. [. . .] Karl
Petander has become an excellent teacher at a community college, and
I am convinced that this position has given him far better opportu-
nities for using his resources than if he had become a professor.” **

Johan Akerman is the second exception. He was the supervisor of
several students such as Erik Dahmén, Lars Werin, Bengt Hoglund
and Bengt-Christer Ysander, who reached chairs later in life.” He had
a tolerant attitude towards his students, encouraging them to write on
a wide variety of topics. In his opinion, economics should be regarded
as a social science covering history, political science and law.

Over the last few decades, with the development of formalized
Ph.D. programmes on American lines, professors have become more
closely engaged in the supervising of doctoral students. There are now
several professors who have supervised a substantial number of
economics doctors. The production of the thesis, however, is still left
much more to the candidate than is the case in the United States.

Another peculiar feature of academic economics in Sweden used to
be the animosity the professors felt for one another. (This applies in
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other disciplines as well.) The incentive structure and the limited
number of chairs probably played a part here too, along with
differences in personality and political outlook. The academic tradi-
tion of destructive criticism, of finding weaknesses in the work of
others, did not foster friendship and cooperation.” The small size of
the departments - and we cannot even talk about regular departments
until the 1950s - and the monopolistic position of the professors
encouraged rivalry, or at least a lack of cooperation, in the profession.
The rift between Cassel and Wicksell is well known. The two men
differed in economics, politics and moral outlook. When he was asked
by the Economic Journal to write an obituary on Wicksell, Cassel
passed the task on to others.

The list of less-than-friendly relationships (some more enduring
than others) in the interwar period is not short, particularly consider-
ing the size of the profession (most disputes involved Heckscher, who
set a high standard for himself and others): Heckscher—Cassel (Heck-
scher thought Cassel was too sloppy in his conclusions); Heckscher-
Ohlin (Heckscher believed Ohlin had accepted double pay as professor
in Copenhagen and Stockholm when he transferred to Stockholm);
Heckscher-Lindahl (Heckscher thought Lindahl had misused a
scholarship); Heckscher-Bagge (Heckscher felt exploited by Bagge for
a long time and broke with him in 1934); Heckscher-Myrdal (Hecks-
cher published a highly critical review of Myrdal’s book on the
population issue in 1935, and disliked Myrdal’s socialist leanings);
Ohlin-Hammarskjold (starting most likely when Ohlin acted as an
opponent when Hammarskjold defended his thesis, and continuing
when they worked on the Unemployment Committee); Bagge-Lindahl
(they stopped talking to each other after Lindahl’s divorce and when
Lindahl failed to deliver as promised on the Rockefeller project);
Bagge-Myrdal (starting with a conflict involving Alva Myrdal on the
population issue) and Bagge-Ohlin (Bagge, a strong opponent of
Nazism, accused Ohlin in 1940 of writing in a pro-German newspaper.
Ohlin responded by breaking with Bagge.) Similar patterns can be
found in the postwar period, perhaps most notably the rift between
Lindahl and Palander in Uppsala. In the American system such
conflicts are usually eliminated by the high mobility in the profession.
In the Swedish system, however, this safety valve hardly exists, as
there is so little mobility between the universities.

Another characteristic of Swedish economics has been the lack of a
common Ph.D. programme, a common professional organization like
the American Economic Association with its prestigious journals, and
a common ‘paradigm’.” Here Sweden belongs to the European
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tradition as illustrated by Coats (1985) and Portes (1987) among
others. There are signs that Sweden will break away from the old
European pattern. However, the absence of a well-functioning com-
petitive labour market for academic economists similar to the Amer-
ican market inhibits the rise of an economics profession and mobility
of the American kind.

EXTRAMURAL ACTIVITIES OF THE PROFESSORS

A striking feature of the Swedish economics profession, in contrast to
most other countries, is the heavy involvement of its professors in
public life. This is a tradition going back to the founders of economics
in Sweden, to Wicksell, Cassel and Heckscher. They set an example
that has influenced Swedish economists ever since. Professors though
they might be, they were also deeply involved in popular enlighten-
ment, as journalists, lecturers, debaters, opinionmakers, members of
parliamentary committees and general advisers.

Wicksell and Cassel saw it as their mission or duty to promote the
cause of economic analysis and to fight ignorance and prejudice as
they themselves defined it. Both spent much time as public lecturers.
Wicksell spoke to the workers at trade union and other radical
meetings, while Cassel’s audiences came mainly from the upper strata
of society. For a time Cassel even taught economics at the royal court.
Heckscher was also a public lecturer, and was the first economist to
use the radio for teaching economics during the 1920s. All these men
were active in the public debate, discussing current economic and
political issues. Consequently, they also published a great many
articles. Wicksell wrote in a wide variety of newspapers. Cassel
published about 1,500 articles in the conservative Stockholm daily
newspaper, Svenska Dagbladet, and Heckscher published around 300
articles in its liberal rival, Dagens Nyheter (see table 2.6.).

The founding fathers also served as advisers or consultants in
various capacities and at various times: Wicksell to the Riks-
bank, Heckscher to the government during the First World War,
Cassel to one of the major commercial banks (Skandinaviska
Kreditaktiebolaget), and so on. They contributed to government
commission reports and to parliamentary commissions investigating
various issues. They worked as experts or as members of such
commissions.

This pattern of public service has been copied by later generations of
economists. The members of the Stockholm School were as active in
the public arena as the founding fathers. Ohlin was a most prolific
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Table 2.6 Number of newspaper articles published by Knut Wicksell,
Gustav Cassel, Eli Heckscher and Bertil Ohlin

Name Number of articles Source

Knut Wicksell about 450" Knudtzon (1976)

Gustav Cassel 1,506 Carlson and Jonung (1989)

Eli Heckscher about 300 Eli Heckscher’s bibliography
1879-1949, Stockholm, 1950

Bertil Ohlin about 2,000 Personal communication with

Bertil Ohlin

Notes: * The number of articles written by Wicksell has been estimated from his
bibliography allowing for double-counting. His correspondence with Finnish
newspapers published in Finnish are not included. Wicksell’s unpublished
manuscripts - most of them aimed for newspapers - amount to about 100.
These are not included in the table.

* The figure refers only to Cassel’s articles in Svenska Dagbladet published in
the period 1903-44. Cassel also published in foreign newspapers as well as in
other domestic newspapers and journals, such as the journal of the Swedish
Taxpayers’ Association.

writer of newspaper articles (table 2.6). In fact their generation
worked more actively as policy advisers and became more deeply
involved in party politics than their predecessors. Wicksell remained a
radical liberal and never joined any party; Cassel was asked torunas a
conservative but was turned down when he said he wanted to be
completely independent of the party; Heckscher remained a consistent
economic liberal after his break with conservatism but stayed out of
Parliament.

All those of Cassel’s students who became professors with the
exception of Silverstolpe, also became members of Parliament, but
they represented different parties: Nils Wohlin, the Agrarian Party;
Bertil Ohlin, the Liberal Party; Gunnar Myrdal, the Social
Democratic Party, and Gosta Bagge, the Conservative Party (table
2.7). Other Swedish professors of economics have shown great
interest in becoming members of Parliament, as seen in table 2.7.
In the 1970s and 1980s Hugo Hegeland, Staffan Burenstam Linder
and Bo Sédersten served in Parliament. While they were members
they were automatically given leave of absence from their professor-
ships.

Swedish economists since the Second World War have continued in
the tradition of participating in the public debate. They have published
extensively in the Swedish press (table 2.8). Several have published
more than a hundred articles. The younger generations seem to be
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Table 2.7 Professors in economics as members of Parliament

Name Year of Party Period in
appointment  affiliation Parliament
as professor  or estate

Ancestors

Carl Adolph Agardh 1812 Clergyman 1817-18

1823
1834-59
Theodor Rabenius 1854 Nobleman 1862-3
Gustaf Hamilton 1862 Nobleman 1862-3
1865-6
Jacob Georg Agardh 1854 1867-72
Carl Hammarskj6ld 1877 1879-81
1895-7
Modern age
Gustaf Steffen 1903 Social
Democrat 1911-16
Gosta Bagge 1921 Conservative 193247
Gunnar Myrdal 1933 Social 1936-8
Democrat 1944-7

Bertil Ohlin 1929 Liberal 1938-70

Staffan Burenstam

Linder 1979 Conservative  1969-86

Bo Sddersten 1971 Social

Democrat 1979-88

Hugo Hegeland 1965 Conservative 1982~

following the pattern of their elders according to table 2.8. The advent
of Ekonomisk debatt in 1973, the journal of the Swedish Economic
Society (Nationalekonomiska foreningen), has given the economists a
new forum which has been eagerly exploited. This journal, published
eight times a year, is frequently quoted in the press. It has been the
training ground of young economists just starting to write. It has been
an outlet for doctoral students, doctors, docents and professors
interested in practical issues and the current policy debate. Ekonomisk
debatt partially fills the niche once occupied by Ekonomisk tidskrift
before it became first the Swedish Journal of Economics and later the
Scandinavian Journal of Economics.

Most professors of economics have served either as members or
experts on government committee reports (SOU), on the Long-term
Planning Commission (Ldngtidsutredningen), or providing background
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Table 2.8 The publication record of 37 Swedish professors in economics
living in 1989

Professor Age
Number group: Articles in: Participation in:
Daily Ekonomisk SOU Depart-
Press debatt mental
Reports
1) 2 3) C)}
< 45
1 10 16 8 —
2 a few 17 3 —
3 c. 10 16 3 2
4 30 13 2 —
5 6-7 2 1 2
6 5 6 1 —
7 — 3 3 _
8 don’t know 9 3 3
9 18 17 1 3
10 3 37 6 —
45-54
11 c10 39 3 2
12 ¢.300 37 — —
13 c15 21 7 2
14 a few 6 5 1
15 10 14 2 —
16 20 4 1 1
17 c. 10 14 2 —
18 c. 40 21 5 1
19 a few — — —
20 11 11 4 6
55-64
21 30-40 22 9 9
22 > 300 10 3 —
23 > 300 1 2 —
24 50 22 4 1
25 c.10 4 3 4
26 ¢.25 5 — —
> 64
27 — 2 — —
28 > 100 2 — —
29 a few 4 4 4
30 1 1 — —
31 ¢.20 2 5 10
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Table 2.8 Continued

Professor Age
Number group: Articles in: Participation in:
Daily Ekonomisk SOU Depart-
Press debatt mental
Reports
1) @ 3) C))
32 12 2 35 1
33 ¢.170 6 4 —
34 ¢.220 2 21 1
35 1 — 1 —
36 50-70 9 2 1
37 ¢.300 — 2 —

Source: The table is based on a mail survey of all professors of economics, active or
retired, and still living in 1989. A few professors failed to respond. The table does
not include articles in professional journals and books or monographs.

material for departmental reports (table 2.8). Whenever an issue
involving economic factors is being explored, the rule is that econ-
omists should be involved. The employment of economists at high
levels in the Ministry of Finance has increased the demand for
economists and facilitated their participation in government work.
Economists have also served as advisers in various capacities to the
government, the opposition, the Riksbank, special-interest groups,
banking and industry. The liberalization of the Swedish capital market
in the 1980s has also increased the demand for economists specializing
in finance as consultants and analysts.

Economists have taken an active part in practically every public
debate of importance in the postwar period. In the 1940s and 1950s
they participated in the debate on planning. Many economists in
Sweden were pro-planners, in particular those who had turned to
social democracy in the 1930s, such as Gunnar Myrdal and Karin
Kock. However, some members of the Stockholm School, such as
Bertil Ohlin and Erik Lundberg, remained in the liberal camp. In the
1960s most economists adopted a Keynesian outlook and were in
favour of government intervention (Pigouvianism). This stance has
shifted remarkably in recent decades. Economists gradually adopted a
more critical attitude towards government intervention, reverting to
severe criticism of regulations on the credit and capital market and in
the housing sector, of price controls and farming subsidies, of tariffs
and restrictions on trade. Now they advocate market-oriented solu-
tions to a far greater extent than in the 1950s and 1960s.”
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Table 2.9 Percentage distribution of citations by language of source in
Ekonomisk tidskrift and its successors: 1900, 1935, 1970 and 1988

Language 1900 1935 1970 1988
English 15.9 30.1 79.0 97.5
French 43 4.1 1.3 0.4
German 40.6 12.3 0.0 0.6
Scandinavian 39.1 53.4 19.6 1.5
Total 100.0 100.0 100.0 100.0
Total citations 69 73 153 520

Source: The data for 1900, 1935 and 1970 are taken from Stigler and Friedland
(1979, Table 2). In case a bibliography of Robert Solow (Nobel Laureate) is
included in the citation count for 1988, 195 entries are added to the English
references raising this share from 97.5 to 98.2 per cent.

This active participation by economics professors in public life has
not turned them into obedient social engineers, however, or mandarins
in the service of a growing public sector or of the Social Democratic
Party, which had a monopoly of the political power for most of the
postwar period. There was a tendency in this direction particularly in
the late 1940s and during the 1950s, but the independent position of
the professors prevented it from developing. Two of the most active
professors in the public debate in the 1980s, Assar Lindbeck and
Ingemar Stahl, even moved away from their earlier social democratic
stance of the 1950s towards a more liberal view.”

During the 1980s there was a marked tendency towards a division of
labour in the practice of economics. A number of high-ranking
economists have abandoned university life to pursue careers in the
economics divisions of commercial banks, in research institutes or in
the organizations of special-interest groups. In such capacities they
have been active participants in the public debate on economic issues
challenging the position previously held by professors. They have also
enjoyed the assistance of staffs, not available to university professors,
to help them in their investigations.

The independence of many economics professors - including those
with social democratic leanings - combined with their propensity to
take part in the public debate and to come forward openly with their
criticisms of those ruling the country, contrasts sharply with attitudes
in the field of political science. Professors there have been more eager
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to cooperate with the local and national authorities and less apt to
express critical views in the same way as the economists.”

The public activities of the economists have given them a prominent
position in Swedish political life, as the memoirs of several politicians
have confirmed. Tage Erlander, prime minister from 1946 to 1969, was
inspired to study economics in Lund by Wicksell’s reputation. In his
autobiography, Ernst Wigforss, minister of finance from 1932 to 1949,
expressed his admiration for his political adversary Eli Heckscher.
More recent biographies by politicians, such as that of the former
Conservative Party leader Gosta Bohman, all mention economists in
various capacities.

A peculiar feature of Swedish economics is the almost complete
absence of any influence or impact from Marxism. To my knowledge
no Swedish economist, after becoming a professor of economics, has
ever openly declared himself to be a Marxist. Many have been
socialists or social democrats, however. This absence of Marxism may
be partly due to Knut Wicksell’s harsh criticism of Marx. Wicksell was
highly regarded in the social democratic movement as well as in the
economics profession. Unlike the older generation, the members of the
Stockholm School who were drawn to the left did not accept any
communist or Marxist influence. The 1968 New Left had no impact on
Swedish economics. In this context Assar Lindbeck (1971) adopted a
stance that was representative of the attitude of most economists. The
Marxism of the 1960s and 1970s did gain a strong foothold in Swedish
economic history, however, and its influence is still noticeable in some
university departments.

FOREIGN INFLUENCES ON SWEDISH PROFESSORS

Sweden is commonly characterized as a small open economy. This
description also applies to the field of economics. The founders,
Davidson, Wicksell, Cassel and Heckscher, were all affected by
outside influences, that is to say by foreign economics. Wicksell and
Cassel travelled and studied extensively abroad, especially in Germany
and England. They brought Swedish economics to the forefront of
economic science by transforming their intellectual imports into
genuine Swedish products that could be successfully re-exported,
while also establishing the domestic tradition. They each published an
influential textbook — Wicksell his Lectures and Cassel the Theory of
Social Economy - that gained international recognition at least in the
German-speaking world.

The next generation, the Stockholm School, was then able to build
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successfully upon the work of the founding fathers. During the 1920s
and 1930s they established a domestic product which depended very
little on imported elements, and which was probably the most original
contribution made by Swedish economics. As they published to a
considerable extent in Swedish, the local character of their work was
enhanced; the theses produced by Ohlin (1924), Myrdal (1927) and
Svennilson (1938) were all in Swedish. Not until they started to
publish in English did they make any impact on the international
scene.

The Second World War marked the end of the Stockholm School.
The war isolated Sweden scientifically. The members of the School
were drawn into public service; the pro-interventionist bias of the
School encouraged such a move. Some of them, such as Gunnar
Myrdal and Ingvar Svennilson, became engaged in planning the post-
war Swedish economy. After the war the American dominance
increased while the domestic tradition gradually declined. This
development had begun in the interwar years as a result of Gosta
Bagge’s involvement with the Rockefeller Foundation. Swedish econ-
omists went to the United States in the interwar period, while the
German influence declined.

The small academic base in Sweden could not remain immune to the
Anglo-American Hicks-Samuelson onslaught. The theories of the
Stockholm School were not available in any textbook version which
could be handed down to new generations of students. The oral
tradition was too weak to survive. Admittedly Erik Lundberg’s book
on business cycles and economic policy published in 1953 almost
counted as a textbook, but it lacked any explicit models and put too
great a burden on both teachers and students to be used in under-
graduate training.

Swedish economists still published in Swedish in the government
commission reports and in FEkonomisk Tidskrift until the latter
became the Swedish Journal of Economics and later the Scandinavian
Journal of Economics. By now English had become the universal
language of economics. Today papers are written in English and are
aimed at an international English-speaking audience. The rise of
English and the decline of Swedish and other languages is demon-
strated in table 2.9, which shows the distribution of citations by
language of source in Ekonomisk Tidskrift and its English-language
successors in 1900, 1935, 1970 and 1988. German and Scandinavian
quotations dominated in 1900; the figures were 41 and 39 per cent
respectively. The English share was 16 per cent. By 1935 the English
share had doubled, the German had fallen sharply, and the Scandi-
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navian languages were peaking. From then on the English dominance
advances rapidly, reaching total hegemony in 1988, when English
replaced Swedish as the language of the journal. All other languages
are assigned to oblivion.

For a long time the lack of any American-style doctoral pro-
grammes kept Swedish economics at a disadvantage. As we have seen,
Swedish doctoral students would be left to find thesis topics on their
own.” The successful American system has attracted many Swedish
students. During the 1970s and 1980s the flow of students from
Sweden to American graduate schools, encouraged by generous
stipends and grants, has been considerable. As a result a number of
Swedes with a Ph.D. from the United States have returned to Sweden
and competed successfully for chairs. Four current professors have
doctoral degrees from the United States (Soren Blomqvist, Lars
Jonung, Johan Lybeck and Clas Wihlborg).

The American training of Swedish economists has contributed to
the dominance of the United States. American values as regards
academic performance have collided with traditional Swedish ideas.
Most of the younger economists adhere to American publication
practice, aiming to publish articles in refereed journals. The old
tradition of writing monographs still exists, but is not as fashionable
as it once was. The emphasis is now on the rigorous application of
mathematical and statistical techniques. Doctoral candidates aiming
at an academic career write their theses in English, attempting to build
upon the latest international results. In this way the corps of Swedish
economists is becoming professional to an extent unmatched before.
There are signs that the skills and knowledge of a good Swedish
economics Ph.D. are slowly converging with those of a Ph.D. from a
good American department.

Academic research in Sweden is now part of the international
economics marketplace, in roughly the same way that research by
economists in the state of Michigan does not differ much from the
research of their colleagues in other parts of the United States.
Swedish economists active in research are often linked into various
international networks. They generally accept American models and
techniques and try to improve upon these. There is no common
principles textbook in Swedish. This important section of the liter-
ature is completely dominated by the standard American products.
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FINAL REFLECTIONS

Over the past century Swedish academic economists have been
successful in establishing a strong position for their field of study.
They have been successful in research, and in particular the first two
generations of economists have made substantial scientific contribu-
tions. The period 1899-1939 was the golden age of Swedish econ-
omics. After this it declined towards a more average level. However,
there are signs of a new upsurge following the rapid increase in the
number of professorships in the 1980s. A new generation of professors
(the baby boomers) may bring about a renaissance. The subject is
currently well represented in undergraduate courses in Sweden, and
this encourages the recruitment of new students.

Swedish economists have been very active outside the academic
arena - lecturing, writing in journals and newpapers, engaging in the
public debate, and running for Parliament. Their advice has been
much in demand, and the profession has been ready to give it. The
economists have generally been respected for their competence, and
they have managed to maintain this respect in the public mind over a
long period, in spite of differences of opinion — some of them displayed
in public. The establishment of the Nobel Prize in economics may be
regarded as evidence of the strong position of the subject in Sweden.

Swedish professors are traditionally appointed by the King-in-
Council. In other words they are employed as civil servants with
tenure for life. However, they have not seen themselves as civil
servants, nor have they behaved as such. Rather, as a group they have
been ready to express their criticism openly and to take part in the
public debate, free from any outside pressure. No Swedish professor of
economics has been fired or pressed to resign on political grounds.

The heavy involvement in practical affairs has been both
detrimental and beneficial to the development of academic economics:
beneficial because it promotes the recruitment of undergraduate and
postgraduate students and persuades economists to do applied work;
detrimental because it distracts from doing theoretical work and
creates a sceptical attitude towards what Erik Lundberg called ‘Alpine
economics’, by which he meant theoretical economics with little or no
empirical relevance. We could probably say that this pull towards
practical or topical issues is, for good or ill, the dominant feature of
‘economics the Swedish way’.



3 The economics of Swedish
economics in the 1980s

Peter Stenkula and Lars Engwall

THE SWEDISH SYSTEM FOR ALLOCATING RESEARCH
GRANTS

General features

Broadly speaking the funds for Swedish academic economics research
emanate from two sources: government allocations to the faculties of
the universities (‘faculty grants’) and grants from a variety of research-
financing bodies. Government resources are allocated for permanent
or temporary positions, and to some extent also for projects of limited
duration. Other research-financing bodies, on the contrary, allocate
funds primarily to specific projects after application has been made,
although chairs and research positions of limited duration are some-
times also created.'

Faculty grants

The faculty grants constitute the fixed research resources of the
universities, and they are allocated to faculties and departments by
way of a political process. The highest decision-making body is the
Swedish Parliament, which makes the overall decision on allocations
following a proposal from the Ministry of Education. According to
the original procedure, which nowadays takes place every third year,
the individual university departments submit proposals to their faculty
boards, which after internal adjustments send their requests on to the
Ministry of Education. Each university board comments on the
faculty submissions, as does the Office of Swedish Higher Education
(UHA).? The proposals are generally based on estimates of future
fixed research-resource requirements for the different research fields.
The significance of the various arguments are examined in a final
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screening at the Ministry, where certain priority rules may govern the
decisions. In recent years, for example, there has been a tendency to
allocate fixed research resources to specific problem areas.’

The allocation of research funds from the Ministry is basically
independent of the volume of the undergraduate programmes, and the
two areas are funded quite separately. A Swedish university depart-
ment therefore also embraces two categories of academic employees
financed in different ways: first the research positions (nowadays
chairs or a temporary position as forskarassistent, earlier also a
temporary position as docent) financed by faculty grants and second,
the teaching positions (hdgskolelektor), which involve full-time teach-
ing duties and which are financed by grants for educational pro-
grammes. The only link is that the lecturers may apply for internal
research funds (rérlig resurs).! In addition it is of course possible for
anybody to apply for research positions that happen to become
vacant. Candidates for positions are then chosen on a basis of their
previous performance, whereas research money is allocated after the
quality and feasibility of competing research proposals have been
evaluated. In the case of research positions, permanent or temporary,
appointees are essentially free to choose their line of research. Chairs
or research positions with some special focus will naturally mean
special requirements as regards research orientation. As we have seen
in Chapter 2 the relative freedom of appointees in this connection has
meant that the ability of potential future researchers is first subjected
to a thorough examination.

Research grants

Among the sources of research grants a distinction has to be made
between (1) organizations exclusively supporting basic research, (2)
applied research-granting bodies and (3) various private foundations.’
They differ both in terms of their orientation, and the principles that
steer their resource-allocation procedures.

Organizations exclusively supporting basic research

After the Second World War a number of research councils were
created in Sweden.® There were separate councils for the fields of
nuclear physics, medicine, science, technology, the social sciences and
the humanities. With the passage of time the councils have acquired an
important role in the allocation of research funds. Some restructuring
has occurred during the last few decades: among other things the two
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research councils for the humanities and the social sciences were
merged to form the present HSFR in 1977.

The research councils receive their resources as a result of a political
process in much the same way as the universities, i.e. they submit
applications to the Ministry of Education and compete with other
areas for funds from the state budget. The final allocation of grants
from the councils is decided by the councils themselves, following the
screening of applications from individual researchers.’

The research councils consist mainly of elected members represent-
ing holders of permanent research positions at the universities, and a
minority of members appointed by the government.® The research
councils have a number of working groups for screening the appli-
cations and setting priorities within specific fields. These decisions are
based primarily on the perceived quality of the research proposals.
The council then has to set priorities between the different fields of
research within its jurisdiction. Needless to say these griority decisions
between fields are not always free of complications.

Another Swedish body which provides research grants for basic
research in all scientific disciplines is the Bank of Sweden Tercenten-
ary Foundation, founded in 1965."° The Foundation started with a
capital of SEK 250 million to be invested in bonds; the return on this
investment was to be allocated to research projects. Later the Founda-
tion was granted additional capital, and since January 1988 it has
enjoyed complete freedom in investing its money.'' The Board of the
Tercentenary Foundation consists of representatives of the research
community, financial experts and members of Parliament. Like the
research council it has a number of screening groups. In addition the
Foundation also employs a referee system_l2 One ambition, not always
fulfilled, has been to give priority to large projects.”

The competition for research grants from the Research Council and
the Tercentenary Foundation is tough. At the Foundation, for
example, the arithmetic mean of rejection rates in the 1980s was 66 per
cent of the sums applied for, and 56 per cent of the number of
applications." Grants from the Research Council and the Tercenten-
ary Foundation are therefore held in high esteem and considered as
indicators of high-quality research.

Organizations supporting applied research

In addition to funds allocated through the Research Council and the
Tercentenary Foundation, considerable funds are channelled through
various ministries and government authorities to research of a more
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applied character. The size of these research grants depends partly on
parliamentary decisions and partly on budget decisions within the
bodies concerned. The allocation of these research funds has tended to
follow less strict procedures than those adopted by the Research
Council and the Tercentenary Foundation. Some of the grants are
allocated following applications from researchers within specified
problem areas, others are distributed as a result of direct contact
between individual researchers and officials in the funding bodies. In
this second case resource allocation comes closer to a system of
payment for commissioned work, and here in particular the allocation
of resources to applied research shows us a much fuzzier picture than
the system of faculty grants and basic research council grants.

Important financers of applied research include the Swedish Work
Environment Fund (Arbetsmiljofonden), the Swedish Council for
Building Research (Byggforskningsradet), the Energy Research Com-
mission (Energiforskningsndmnden) the Delegation for Labour
Market Policy Research (EFA) and the Swedish Agency for Research
Cooperation (SAREC). Some of these have been subject to scrutiny,
and their resource-allocation practices have been challenged.” As a
result some of them have tended towards practices similar to those of
the basic research councils.'® Some, like SAREC, have also 7provided
funds in recent years for temporary six-year professorships.'

3.1.3.3 Private foundations

Yet another source of research funds is provided by a variety of private
foundations.' Although they come under general government super-
vision, they may employ resource-allocation procedures of their own
choice. Some foundations have adopted practices similar to those of
the research councils, i.e. they open their resources to competition
among researchers. Although practices differ, most foundations ask
for some kind of formal application and call in expert opinions in
order to guarantee the quality of the selected projects.

The private foundations also differ as regards the type of support
they provide. Some, like Knut and Alice Wallenberg’s Foundation,
focus almost exclusively on the financing of equipment. Among the
bodies providing funds for research work it is not uncommon to give
scholarships."

The total system

Thus Sweden has a multi-source system of resource allocation, which
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means that individual researchers may have several chances of funding
a research project. It has to be kept in mind, however, that Sweden is a
relatively small country, which could mean that this is a truth with
modifications.

Quality control has traditionally been tighter in the allocation of
funds by way of the faculties or research councils. These two types of
financing differ mainly in their grounds for selection: the former pay
more attention to the researcher’s earlier performance and the latter to
the research proposals themselves. The applied research projects, on
the other hand, can risk diverging from the faculty and research
council projects in terms of quality, since the subject of the research
often takes precedence over the quality dimension in the selection of
projects and researchers. Scholarships are generally distributed
according to proven or expected ability.

METHODOLOGICAL ISSUES

The allocation of research funds to different Swedish university
departments can be studied by scrutinizing the annual university
reports, which are divided into teaching and research programmes. In
this way it is possible to identify resources for research and doctoral
programmes in the individual departments.

In order to obtain figures on resource allocations to the Swedish
economics departments, the accounts for the academic years 1980-1 to
1989-90 have been obtained from university records. These accounts
concern the current resources assigned to research and doctoral
programmes, excluding capital costs. Some difficulty arose with
regard to figures for external grants, since these are not as easily
accessible as the faculty grants. Needless to say, it has not been
possible to include in the analysis any scholarships or other grants not
administered by the universities.

All the data are given at current prices. For the purpose of
comparison, however, they will also be adjusted below to the 1989-90
price level. The adjustment is made with the help of an index which
was developed in two earlier studies (cf. Stenkula 1985: 30-6 and 1986:
25-7) and which has been used regularly by the Office of Swedish
Higher Education (cf. e.g. UHA Report 1986:15: 20). It differs from
the consumer price index generally used (KPI) in that it gives more
weight (80 per cent) to salaries and less weight (20 per cent) to current
expense costs,

In accordance with the other chapters in this book we have limited
our analysis to the Stockholm School of Economics and the five
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universities of Gothenburg, Lund, Stockholm, Umed and Uppsala.
The Stockholm School of Economics has a different system of
resource allocation from that of the universities, so its figures have
been estimated to correspond to the faculty grants.

It should be noted that a not negligible amount of economics
research takes place outside the units studied, i.e. at university
colleges, at independent research institutes, in banks and insurance
companies, in consultancy firms, etc. However, it has not been
possible to include this in the present study. Likewise economic
research at Link6ping University and the Agricultural University
(SLU) has been excluded.

The following analysis will follow the structure introduced on pages
49-53 above, i.e. faculty grants will be presented first, followed by
external grants. In a subsequent section the total resources allocated to
the various departments will be analysed. Since the Institute of
International Economic Studies (IIES) and the Swedish Institute for
Social Research (SOFI) have special research status, they have been
considered in the analysis as se?arate units, although they are formally
part of Stockholm University.”"

FACULTY GRANTS
Resources allocated to economics

An analysis of the faculty grants (cf. table 3.1) made to the Swedish
economics departments reveals that at current prices these grants have
more than doubled, from SEK 11.1 million to SEK 28.5 million,
during the period investigated. At fixed prices (i.e. 1989-90), these
figures correspond to a relative growth rate of a little under 50 per
cent, as the result of an increase in resources from SEK 20.7 million to
SEK 28.5 million. The increase has not been continuous, however. The
resources, measured at fixed prices, remained virtually unchanged
during the first half of the period, and the real change took place in the
last three of the years studied. The explanation of this phenomenon is
to be found in the increase in basic resources for research and doctoral
programmes included in the 1987 Government proposal on research
for the three following years (Government Bill 1986/87: 80).

Altogether faculty grants during the period studied amounted to
SEK 230 million at 1989-90 prices. As figure 3.1 shows, there were
certain differences in the distribution of these resources between the
units studied. Basically three groups can be identified:
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Table 3.1 Faculty grants 1980-1 to 1989-90 (KSEK)

Unit 80/81 81/82 82/83 83/84 84/85 85/86 86/87 87/88 88/89 89/90

Current prices
GU 1,800
HHS 1,310
IIES 2,579
LU 1,525
SOFI 918
SuU 1,003
UmU 993
uu 962

1,850
1,376
2,679
1,810

923
1,071
1,238

959

1,905
1,530
2,821
2,177

971
1,081
1,368
1,084

1,917

Total 11,090 11,906 12,937 13,515

Fixed prices (1989/90 price level)

GU 3,366
HHS 2,450
IIES 4,823
LU 2,852
SOFI 1,717
SU 1,876
UmU 1,857
uu 1,799

3,238

3,105
2,494
4,598
3,549
1,583
1,762
2,230
1,767

2,933
2,537
4,374
3,036
1,424
1,637
2,118
2,619

Total 20,740 20,836 21,088 20,678

Relative shares (%)

GU 16.2
HHS 11.8
IES 233
LU 13.7
SOFI 83
SU 9.0
UmU 9.0
1626] 8.7
Total 100.0
HH® 0.143

15.5
11.6
225
15.2
1.7
9.0
10.4
8.1

100.0

0.142

8.4
100.0
0.142

14.2
12.3
21.1
14.7

6.9

7.9
10.2
12.7

100.0
0.139

2,020
1,695
3,283
2,290
1,138
1,331
1,232
1,631

1,963
1,784
4,812
2,280
1,210
1,237
1,284
1,729

2,310
2,234
4,516
2,279
1,642
1,347
1,603
1,362

2,790
1,995
5,672
2,401
1,733
1,596
2,090
1,726

3,398
2,658
6,015
2,730
1,915
1,975
2,865
2,283

4,295
2,995
6,466
2,612
2,787
2,231
3,350
3,752

14,620 16,299 17,293 20,003 23,839 28,488

2,949
2,475
4,793
3,343
1,661
1,943
1,799
2,381

2,689
2,444
6,592
3,124
1,658
1,695
1,759
2,369

2,980
2,882
5,826
2,940
2,118
1,738
2,068
1,757

3,908
3,057
6,917
3,140
2,202
2,271
3,295
2,625

4,295
2,995
6,466
2,612
2,787
2,231
3,350
3,752

21,344 22,330 22,309 24,404 27,415 28,488

100.0
0.141

12.0
10.9
29.5
14.0
15
7.6
179
10.6

100.0

0.161

13.3
12.9
26.1
13.2
9.5
7.8
9.3
7.9

100.0
0.149

8.6
100.0
0.156

14.3
11.1
252
11.5
8.0
8.3
12.0
9.6

100.0
0.146

0.140

Source: Accounting records of the various units. The figures for the Stockholm

School of Economics have been estimated, as the School follows rules of its
own for the allocation of resources to basic research.
Notes: ° Estimated figure
* Concentration measured by Herfindahl’s index.
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Figure 3.1 Distribution of faculty grants 1980-1 to 1989-90 (1989-90 prices)

1 IIES, which received one-fourth,

2 Gothenburg and Lund receiving around one-seventh, and

3 the rest (HHS, SOFI, Stockholm, Umed and Uppsala) receiving
around one-tenth each.”

This distribution remained relatively constant throughout the period,
as did the degree of concentration. This last, measured by Herfindahl’s
index, thus varied between a low of 0.139 in 1983-4 and a high of 0.161
in 1985-6.” The values at the beginning and end of the period, and for
the period as a whole, were about the same: 0.143, 0.140 and 0.144
respectively.

Figure 3.1 also shows that the four Stockholm units (the Depart-
ment of Economics, HHS, IIES and SOFI) together received more
than half the total faculty grants. This could be expected to have had a
positive effect on research output in the region, something which
should be kept in mind in interpreting the results in Chapters 4 and S.

Resources to economics in relative terms

In order to understand fully the changes in the faculty grants allocated
to economics, it is also important to consider changes in other
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Table 3.2 Faculty grants to economics and all social sciences in 1980-1 to
1989-90 at 1989-90 prices (KSEK)

Academic Economics All social Economics/
year sciences Social sciences (%)
1980/81 18,290 226,714 8.1
1981/82 18,428 238,305 7.7
1982/83 18,594 232,522 8.0
1983/84 18,141 275,505 6.6
1984/85 18,869 260,520 7.2
1985/86 19,886 310,503 6.4
1986/87 19,427 310,964 6.2
1987/88 21,970 351,018 6.3
1988/89 24,358 369,722 6.6
1989/90 25,493 379,443 6.7

Source: UHA Report 1980:16, 1981:18, 1982:17, 1983:8, 1984:10, 1985:5, 1986:15,
1988:9, 1989:7, 1990:3, and 1991:11. The Stockholm School of Economics is
not included in the figures for economics, since it does not receive resources
from the faculty grants.

variables. For instance it is interesting to compare the economics
grants with the grants made to all the social sciences (table 3.2). This
comparison indicates that the relative position of economics has
gradually been declining. From a level of 8.1 per cent of the total
faculty grants at the beginning of the 1980s, the economics share had
fallen to 6.7 per cent in 1989-90. A probable explanation is that new
areas of research had been added to the social science faculties, and
that the university concept was extended during the period. Teachers’
training colleges and schools of social studies, formerly independent,
were merged with the universities, bringing a certain amount of fixed
research resources with them. The base for the faculty grants thus
became broader, and the denominator in the ratio between research
resources for economic research and other social science research
increased.

The indication that a shift in the system appears to have taken place
in the early 1980s is confirmed by a comparison of the changes in
economics faculty grants with the grants to higher education and
research as a whole, on the one hand, and with Swedish GNP on the
other (table 3.3). This comparison shows that the relationship between
economics and total grants has shifted from 0.23 per cent to around
0.17 per cent. This development is parallel to a shift in the other
direction for the ratio between total grants and GNP, from a level of
0.75 per cent in the early 1980s to round 1.0 per cent from 1982-3.
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Table 3.3 Relationship between total faculty grants, economics faculty grants
and gross national product

Year Faculty GNP  Econo- Total Econo-
grants (1,000  nomics/ grants|]  nomics/
MSEK) Total GNP GNP
Econo-  Total grants (%) (pro
mics (1,000 %) mille)

MSEK MSEK)
1980/81 9,780 4,173 553,584 0.23 0.75 0.0177
1981/82 10,530 4,631 606,297 0.23 0.76 0.0174
1982/83 11,407 6,759 671,767 0.17 1.01 0.0170
1983/84 11,857 7,298 752,075 0.16 0.97 0.0158
1984/85 12,925 7,763 830.043 0.17 0.94 0.0156
1985/86 14,515 8,731 905,986 0.17 0.96 0.0160
1986/87 15,059 9,556 983,535 0.16 0.97 0.0153
1987/88 18,008 10,943 1,067,426 0.16 1.03 0.0169
1988/89 21,181 11,960 1,169,135 0.18 1.02 0.0181
1989/90 25,493 13,900 1,282,228 0.18 1.08 0.0199

Source: Statistiska Meddelanden N14SM9001 (1990, table 3, 4 and 6) and table 3.1
above. The Stockholm School of Economics is again excluded from the
analysis (cf. above).

The net effect of these two changes has been that the relationship
between economics faculty grants and GNP was gradually declining
up to 1986-7 and then recovering during the last of the three years
studied, such that in 1989-90 the ratio was even higher than in 1980-1,
namely 0.0199 as against 0.0177.

Conclusions

Our study of faculty grants to economics thus seems to reveal that, at
fixed prices, the grants have been fairly constant throughout the
period except for the last three years. In comparison with grants to the
social sciences as a whole and with total grants to higher education
and research, the economics share declined in the early 1980s.
However, this appears to be due to the inclusion of new units in the
university system rather than to a specific drop in the support for
economics. When it came to the distribution of the allocations we
found that IIES, by obtaining almost one-quarter of the faculty grants
occupied a favourable position. The other units <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>