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The economic events of the last years 
have led a good many people to the con­
clusion that the ultimate choice of our 
ways of living together in the modern 
world is a choice between two poles­
collectivism and individualism. They 
have forgotten that for a long time the 
countries of the Scandinavian peninsula 
have been living under a compromise 
system that perhaps more than any other 
lets man indulge himself in life, liberty, 
and the pursuit of happiness. Sweden, 
for example, has muzzled the rapacity of 
big business, has provided excellent 
cheap housing, decent living conditions 
for the working population, and first-rate 
products-chiefly by organizing the 
consumer. Utility rates there are the low­
est in Europe, and utility services are pro­
vided for by a combination of govern­
ment and private ownership that exploits 
no one. And all these obvious benefits 
are part of an intellectual renaissance. In 
this book Mr. Childs gives an excellent 
and complete picture of the adjustments 
that the Scandinavian countries have 
made to the macbine age. He shows how 
a people can solve their economic prob­
lems byan exercise of common sense and 
reason as well as .by revolt and terror. 
Here is an account of a system of govern­
ment that worked and is still working, 
a system that enables men to produce 
and distribute goods for the general 
weif.lre, and at the same time has a hig~ 
and proud place for human dignity. 
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/ 
INTRODUCTION 

THE worship of bigness, particularly in the United 
States where it had become almost an official reli­
gion, has beeo subjected during the bitter years of the 
collapse to ptofound searching. There is a more gen­

eral recognition of the bearing that geography may have upon 
economics and political science; a realization that political and 
economic theories may have spatial limitations. In the United 
States the grave daogers and difficulties of remote conttol, of 
Federalism, of government from a single city on the seaboard of 
a vast continent, are increasingly apparent; the inevitable out­
growth, it should scarcely be necessary to add, of the concentra­
tion of economic power in the hands of a few men in another 
city on the same seaboard. Likewise in Russia the trials and 
hardships entailed in the rule of diverse peoples scattered over 
an enormous area have become plain. 

It is possible that certain smaller nations may have not only 
inherently greater powers of survival in a time of crisis but also 
a greater capacity for real progress. Above all others the Scandi­
navian countries seem to possess the strength that comes out of 
an ancient integration, a fundamental coherence. They are but 
a part, of course, of the delicate strUcture of international trade; 
they are not insulated from the shocks that-disturb that pre­
carious mechanism. But they have modified their internal econ­
omy in such a way that they are insured in part against these 
shocks. Standards of living that were as high as any in the 
world, especially in Sweden where industry is richer and more 
diverse, have beeo sustained through the grim years of the de­
pression. 

The modifications of the capitalist economy that have gone 
forward gradually in Sweden and Denmark, and to a lesser de­
gree in Norway, during the past thirty years may be more ap­
parent than real; more perceptible to the visitor than to the 
native. The high order of civilization that one finds in Scandi­
navia may be due merely to a keen awareness of the difficult 
place of small nations in the present world economy, height-
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ened by proximity to embattled Europe. Or perhaps it may be' 
explained away by certain basic characteristics-patience, in­
telligence, perseverance, courage-and by the remarkable 
homogeneity of this people. 

But whatever the reason, there has been progress in these 
northern countries that the world-wide collapse has hindered 
but not destroyed. Social, political, and economic forms have 
had an opportunity to evolve apart from the national hatreds 
that again and again have distorted the face of Europe. For 
more than a hundred years the Scandinavian peninsula h~ been 
at peace; that one fact is suflicient to set Sweden and Nor­
way apart from all the rest of the world. Denmark, considered 
a part of Scandinavia although actually attached to the con­
tinent, has not been able to escape the repercussions of conti­
nental rivalries. 

Capitalism in the north, it seems to me, has been modified 
and, in a sense, controlled, the profit motive in many fields 
drastically curbed or abolished-subjugated might be a better 
word. To a considerable degree it is true that the domestic 
economy has been made to serve the greatest good of the great­
est number. 

A long, long struggle for existence toughened the Scandi-
. navians. For centuries they warred with each other; with half 

the nations of Europe; and always with a land for the most part 
bleak and harsh. The sagas of the Vikings are proof that they 
had, to start with, tenacity, pride, and a fierce kind of bravery. 

At a remarkably early period the rude forms of democracy 
began to evolve, as though they sprang from something in­
herent in the nature of the people. Men who were bold and 
shrewd were elected kings of Sweden whatevet their birth or 
rank. The Stures and the Vasas became leaders of the people 
and then they were chosen to wear the crown. Vety early the 
Riksdag assumed not only the form but something of the au­
thority of a representative governing body. Of even more an­
cient tradition was the Kommun-the town meeting-the seed 
of democratic government. . 

As early as 862 the Swedes had made their own Rurik sov­
ereigo over the scattered tribes that occupied what is now 
Russia. They wete to fight in later centuries a long line of RIlS-
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sian kings over the issue of supremacy in the Baltic. At one 
time dominion was complete--the Swedish flag floated over 
what is now Esthonia, Latvia, Lithuania, Finland, Pomerania. 
In the never-ending wars of the seventeenth century Sweden, 
and Denmark, too, played an important part. While these im­
perialist wars disrupted the finances of the state, they were 
fought 00 foreign soil, often by mercenaries. The homeland was 
rarely invaded. Foreigners were seldom attraaed to a rude, 
northern country where life was harsh and uncertain. 

It became possible to identify other charaaeristics with the 
people of the north. One of the earliest adjectives of praise 
was practical. Scandinavian heroes had to have common sense 
as well as courage. To adjust one's self to circumstances 
shrewdly and practically was one of the highest virtues. The 
Reformation upset all the German provinces and raged fiercely 
through northern Europe, but in the Scandinavian peninsula the 
adjustment came about more or less peacefully, with lirtle 
bloodshed. While they might imitate the spectaeular and the 
gaudy, these qualities were not native to the Norsemen. Queen 
Christina found her Swedish countrymen dull, so dull, espe­
cially the clergy who surrounded her, that she surrendered the 
throne of Sweden. And they were not sorry to see this anoma­
lous creature, volatile and unstable, depart. 

At the outset of the Napoleonic wars Sweden was forced to 
retire from the war game. It had become so cosdy that only the 
most powerful players could afford the table stakes. And 
Sweden's finances were exhausted, her colonies entirely gone. 
She was forced to withdraw to her rocky promontory, thrust 
out inro the cold slate-gray sea, and there order and conserve 
her resources in such a way that her people might sustain them­
selves. 

Long after the industrial revolution had begun to change the' 
face of England and much of the continent, Sweden remained 
remote and rural. As late as 1830, more than 80 per cent of the 
people lived off the soil, and by 1870 the population of the 
rural distrias still constituted 72 per cent of the whole. 
Sparsely distributed over a wide area, the Swedish farmers 
played a part in a simple economy that retained a great deal 
out of the distant past, scarcely touched by the vast changes 
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which had occurred in the world outside. A shift in technique, 
based upon coal, all but destroyed the ancient Swedish iron in­
dustry; and England and the continent were only beginning to 
draw upon the great Swedish forest reserves for industrial pur­
poses. 

Only in a rather limited degree an inventive people, the 
Swedes, with the rapid development of native industry after 
1860, began to borrow social and economic forms from the 
mainland of Europe and from England. These they adapted 
and modified to their own practical ends. War, growing out of 
imperialist expansion, the competitive scramble for colonies, 
devastated Europe again and again; but to the north it was in 
many respects as though a vast bell-jar sheltered Sweden and 
Norway from the violent national, jealousies of the continent. 
Protected from imperialist rivalries by a wide strip of sea, the 
political and economic life of the Scandinavian countries 
achieved a slow, careful growth that was impossible on the 
mainland. Out of this evolutionary growth came a way of life 
that is characterized by certain fundamental distinctions---of 
stability, of order, of sanity-which set it quite apart. 

Throughout the contemporary world there is evidence of the 
desperate absolutism, political and economic, to which nations 
have been driven. The struggle betWeen the regressive focces of 
an outworn individualism and the new collective order has been 
overwhelpUng. A passionate feudalism has been one means of 
escape from this struggle. U anywhere in modern life a balance 
has been struck, it seems to me to have been in the Scandi­
navian peninsula, and particularly in Sweden. 

This is hardly to suggest that it is Utopia, or even an ap­
proximation of Utopia. But our of an organic growth there has 
come, or so it appears today, a certain wholeness, a certain 
health, that is rare in the present period. It is a machine civi­
lization; there are proportionately more telephones, more elec­

, uical devices, more automobiles in Stockholm than in any other 
European city; the rural areas are more completely electrified 
than anywhere else in the world, unless perhaps it be certain 
cantons in Switzerland. But the machine is not the master. 
From the past there has been preserved, if only in symbol, the 
pledge of man's ancient debt to earth and sea; his dependence 
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upon elemental forms of production, the fertilitY. of the soil 
and the fecundity of animals. 

It may be merely that the Swedes have made haste slowly; 
with that deliberate tempo of speech and manner which the 
world has found a little funny. They have fought sby of the ar­
bitrary advances by which humanity has sought to pull itself up 
by its bootstraps. Theit progress has rarely been marked by 
dogma. 

The Swedes have kept theit king, out of tradition, in part, of 
course; but they are well aware, too, that he serves cettain sim­
ple human needs-for color, for legend, for symbol of the 
dignity and permanence of the state. On Walpurgis Eve bon­
fires on many a hilltop throughout the land blaze up in cele­
bration of the return of the sun, not as the fetish of a newly 
discovered cult but as an ancient custom in remembrance of· 
things long past. It is good to see the fishermen lettiog theit 
round nets down into the water before the royal palace; an act 
that is somehow not "picturesque," not "quaint," in the heart 
of a modern city, bur natural and right. 

Capitalism has been controlled, it seems to me, in two ways. 
First, consumers' cooperation has developed slowly during the 
past four decades until today approximately one third of all 
retail trade and more than 10 per cent of wholesale trade and 
manufacture for domestic consumption are carried on by c0-

operatives without profit; and the implications of this, in low 
prices and high quality, reach out to the entire consuming popu­
lation. Second, the state has competed so efficiendy in many 
fields that private enterprise has been prevented from estab­
lishing extortionate monopolies. One must add the fact, the 
very important fact, of an all-powerful trade union movement. 
Sweden, because it is far more industrialized than Norway or 
Denmark, best illustrates these achievements. In Denmark the 
rural marketing cooperatives and the land system have had a 
unique development and in Norway the coOperative fisheries 
are an excellent example of collectivism grown out of an an­
cient need. 

If the test is the good life for the greatest number, and now, 
here in this immediate present and in the immediate future, 
not in some distant and debatable tomorrow, then one may 
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well consider what has happened in these small countties; and 
without the condescension which in the past we have reserved 
for small things. For they have achieved a measure of peace 
and decent living that will serve, and for a long time to come 
perhaps, as a standard for larger nations. 

M.W.C. 



SWEDEN: THE MIDDLE WAY 

I 

THE BEGINNING OF COOPERATION 

C
OOPERATION was an established movement with an 
extensive development not only in England, where it 
originated, but on the continent as well, long before 
it found a place in Sweden. In its origins in England 

it had Utopian overtones. To the earnest weavers of Rochdale, 
with their new cooperative society, it seemed that the profit 
motive must be transformed and society remade through the 
force of. their idea. Their interest in the philosophical implica- . 
tions of the movement seems to have been fully as great as 
their immediate concern over the practical benefits which they 
might derive. 

The approach to cooperation in Sweden, with the exception 
of certain early and futile experiments, was different. The 
Swedes were primarily interested from the beginning in lower 
prices and higher quality, to be obtained through distribution 
and, later, production for use instead of profit. 

Early cooperatives in England had failed because they had 
tried, while still weak and strUggling, to un<Jersell their private 
competitors. In contrast, the Rochdale movement was founded 
on the policy of selling at the market, the doctrines of classical 
economics. This was the reason for the first success of the Roch­
dale cooperatives, but with increasing monopoly, which more 
and more invalidated the "laws" of supply and demand, British 
coOperatots found themselves in the profit-making class • 
• In its inception the cooperative movement in Sweden was 
patterned after the Rochdale model. But an early aim of Swed­
ish coOperative leaders was to destroy monopoly. As they gath­
ered strength, they dared to fix their own prices at whatever 
level they considered reasonable. This, it will be seen, is an im­
portant distinction. 

In its external forms, too, Sweden followed the English c0-

operative plan. Individual societies, most of them at the outset 
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in towns and cities, and especially in industrial areas, enrolled 
members who each subscribed a fixed amount of share capital 
in order to establish the retail store of the society. These strug­
gling societies finally united, in ~ to form the !Cooperativa 
Forbundet (The Cooperative Union), known fanuliarly the 
length and breadth of the land as K.F. It combined the funt­
~ of both the CoOperative Wholesale Society and the'-Co­
opera!iv~ ynion in England, and its formation was the begin­
ning of the rapici development. OLtlt~50oper.ativ..IU!!QY~ 

The coOperative 'idea attracted at this time certain young 
men who soon demonstrated that they possessed not alone zeal 
for the cause but a hig~. degree of business acumen. These men, 
among them Anders Orne, Ernst Persson, Axel Gjores, and 
above all Albin Johansson, have had not a little to do with the 
extraordinary rise of K.F. In fact business apologists are in­
clined to attribute the success of the movement entirely to the 
shrewdness of a few leaders such as Johansson. But it was more 
than ordinary business. shrewdness which they brought to their 
first difficult task. 

The first organizers were compelled to pay their own travel­
ing expenses. And growth must have seemed dishearteningly 
slow. By 1904 the wholesale turnover of K.F. was about 
*75,000 which, small as it was, permitted employment of a full­
time manager to direct the wholesale trade of the Union at 
headquarters in Stockholm, the leading city as well as the capi­
tal. The work of organization was being pushed forward, and 
slowly the Swedes, particularly the induStrial workers in the 
towns, grasped the practical meaning of coOperation. 

Swedish cooperators sought from the outset to keep their 
stores free from the institutional character they had assumed 
elsewhere. The stores were open to the trade of the public and 
although nonmembers did not receive the annual dividend-in 
effect a rebate on the year's purchases-they might allow this 
dividend to accumulate toward the cost of the initial member­
ship shareS. Small and limited as the stores were in the early 
years, it was not long before private trade began to recognize 
the implications of this new form of competition and to act in 
self-preservation. 
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Retail merchants first succeeded, by a threat of boycott; in 

forcing wholesalers to refuse any futther business with K.F. 
The only immcidiate resUlt or thiS was that the C08perative 
Union. which had up to this time traded solely as an agency, 
now began timidly to buy abroad and at home on its own 
initiative, establishing its own warehouse at Malmo, the third 
largest city in Sweden, situated on the southernmost tip of the 
peninsula. With this the retailers, who had formed a "pro­
tective" association, carried the battle one step futther. They 
enlisted the aid of powerful_?ttels which dominated fl1~ do­
mestic supply of certain necessitieCI'heselocal cartels were in 
certain instances merely units of larger trusts that dominated 
European trade. 

Among the most powerful of the local cartels was the one 
that dominated the trade in margarine. The thrifty &andi-· 
navians expOrt much of their butter fat to England and to the 
contioent and margarine is therefore a staple need. The whole­
sale department of the Union was just gettiog established on a 
relatively sound basis, but it could not ignore this challenge. 
For it was quite plain that the question would be ultimately one 
of survival. The Union entered the fight boldly, amassing all 
its resources to buy a stnall margarine factory that was not 
within the control of the cartel. 

For the struggling young Union the price war that followed 
was perhaps the most fortunate thing that could have occurred 
at this time although it did not so appear at the moment. It 
was a perfect demonstration, which the Union was quick to 
point out in its propaganda, of monopoly control over prices. 
The public was well aware that the margarine cartel had con­
sidered changing the price of margarine at the beginning. of 
1909, reaching a final decision that no reduction was possible. 
But with the announcement that the Union had bought a fac­
tory and was preparing to manufacture margarine, the cartel 
quickly lowered its price. The Union in its adveitisements tnade 
it plain to consumers that this had been done despite the fact 
that there had been no change in the cost of raw tnaterials, and 
that the public was under obligations to K.F. for the lowered 
price. 
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The total capital of the Union, including reserves, ,was less 
than $35,000 and with its existence at stake it now appealed 
to the public for suppon. The fust step was to offer for sale 
bonds of less than $3 each, repayable in ten years at 50 per 
cent above their cost. Within a brief time $15,000 was sub­
scribed and this sum would have been greatly increased if it 
had not been for the action of the public prosecutor who inter­
vened at the insistence of a newspaper bitterly hostile to the 
cooperative movement. The technicality raised against the sale 
of the bonds-that they should have carried a stamp duty­
was rejected by the supreme court, but long after the Union had 
been forced to withdraw unsold bonds from the market. 

It may be noted, in passing. that Swedish law is compara­
tively direct and simple, and is codified in a single volume. 
That volume and the Bible are to be found in most Swedish 
homes even when there are no other" books. The Swedish 
farmer can take down his law book, rum to page and subject, 
and read the law for himself. Precedent plays no part what­
soever in the decisions of the courtS, which is doubtless why 
the law is a very limited profession in Sweden. 

F.Ol.tw.o y. ears longer the stru~le continued. In 1911_.!1!~ 
f!1argal'ine_.C!lrtel was broken ur-and prices went to a level 
which the cooperators considered justifiable from the point of 
view of cost of manufacture and distribution. It had been a com­
plete victory for K.F. The public was given this tangible proof 
of the power of cooperation, a lesson which the cooperators 
were not slow to drive home, and as for the coOperative socie­
ties, they were united as never before. With this victory in the 
background, the Union with renewed confidence. carried the 
price war to o~er fronts, combatIng moil.o.§!ie~)ri· sugar, ~, 
chocolate, BOur, rubbu- . 
~These co'ntests--and the outcome in each instance was like 

the outcome of the margarme war-all show the remarkable 
ability of the Swedes to concentrate upon an immediate, prac­
tical problem, bringing to the issue of the price of potatoes not 
only intelligence and acumen but even a kind of ardor. When 
the historian of cooperation in Sweden speaks of the nation 
watching with "rapt attention" the course of these struggles it 
is more than a figure of speech. 
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The leaders of the cooperative movement were of the firm 

conviction that only conswners themselves, banded together in 
their own sill-interest, could curb the greed of monopoly. It 
was a time when world attention was focused upon the power 
of the trusts. There was a slow realization that capitalism was 
passing into a monopoly phase; that industry and wealth were 
being concentrated at a more and more rapid rate in an ever 
narrower circle. In America the first President Roosevelt was 
urging the passage of laws to "bust the trusts" and protect the 
"little man." In Sweden those who have been most active in 
the warfare against monopoly control of wealth and industry 
have never at any time relied upon the law; legal barriers 
against monopoly are entirely futile in the opinion of these 
practical leaders. Thus the directors of the cooperative tIlove­
ment carried on the fight against the trusts, directly on the' 
firing line in wholesale and retail trade, not only for the prac­
tical advantage of the Cooperative Union but as a fundamental 
social duty. 

On several new fronts the war on the trusts went forward. 
The most predatory of all the cartels was that which controlled 
the Hour-milling industry. Formed in 1914, it ruled with un­
relenting watchfulness over the entire industry, providing 
heavy penalties for violation of price stipulations and fixed 
milling quotaS and working through an agreement with the 
wholesalers to prevent the importation of 110ur from abroad ' 
except in very limited quantities. This monopoly was so com­
prehensive that no individual miller would have dared to defy 
it. While before the formation of the cartel the mills had paid 
a srock profit that averaged from 8 to 9 per cent, in the first 
year after the trust was formed profits increased to 23 per cent 
and for at least one year they were even higher, reaching, in 
1919, 33 per cent. 

Year after year parliament and the press stormed and scolded 
at this cartel. It was blasted and lampooned by politicians and 
editorial writers, but to no avail whatsoever. In the fall of 1922, 
through a shrewd piece of strategy, the Cooperative UniOn was 
able to buy, at a price that was not too unreasonable, one of 
the lar8~s~~lls iI!~hcocountry, Tre Kronor (Three Crowns), 
at the entrance to Stockholm harbor. & a first step the mill. 
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and it is a latge one judged from any standatd, was remodeled 
from top to bottom so that when it was ready for operation in 
1924 it was the most efficient mill in Sweden. Then began the 
struggle which the whole country watched with "rapt atten­
tion." 

K.F. demonstrated that, thanks in part to a latge body of 
loyal cooperators, it could stand up to a rival with the power of 
the milling cartel. When the Cartel cut prices below the COSt of 
production, K.F. and its a.IIiliated retail societies stood fase, 
knowing that even the trust could not long continue this ruin­
ous practice and that in the interval the cooperatives would 
have the assured trade of their faithful membership. Through 
skilful propaganda it was possible to make cleat the signifi­
cance of this battle and there was little wavering from the co­
operative line. ViCtory was made certain when K.F. managed 
to buy a second latge mill, Tre Lejon (ThreeUons), at Goth­
enburg, the second city of Sweden. Less than two yeats after 
K.F. began to manufacture Hour, the Cartel was paiufully at­
tempting to adjust its prices to cooperative prices and never 
quite succeeding, for the cooperative price remained from 
twelve to twenty-five cents a sack below the trust price. 

The stem neces~ created byffie World War in almost 
every s..wedish h~hola baa giYen...th_~o~~e move~ent 
a tremendous imJ1etus. Although membership In the eatly yeats 
grew slowly and it was not until 1913 that thebundred thou­
s~d mark was passed, this number was doubled in four yeats 
andttebled in the l!ecade after 1913. By 1925 the cooperatives 
could claw, on a basis of themost cOnSeiVative estimates, 
about 20 per cent of the population. In the more prosperous 
midlands this proportion was mudihigher. While Swedish c0-

operators were well awate that this ratio was lower than in 
other countries, patticulatly low in compatison to Scotland and 
England, they held to the view that they had brought about, 
by following the line of true cooperatioJl---{)f distribution and 
production .for use-greater benefits to the consuming public 
as a whole. And to substantiate this view they had the report 
of a Swedish Government Commission appointed in 1922 to in­
vestigate the middleman's profit. The Commission said: 



THE BEGINNING 7 
It is dear that consumers' cooperation offers a vig<>tOus defense against 
the tendencies of private trade to colDbinein order to keep ul'. prices 
artificially. Many examples cOWcr1>e mentioned whereargeorganiza. 
nons of shopkeepers have been forced by the cooperative society to 
scale down their prices-en aa which the trade associations by them· 
selves otherwise would have prevented. The great imponance of the 
cooperative movement in this respea has been proved in a remarkable 
degree, particularly during the period of declining values, when the 
coOperative societies, as a rule, have been the first to reduce prices. 

Cooperation developed with a curious classlessness in which 
the cooperators themselves took a certain pride. well aware 
that the mass of industrial workers fortned the core of the 
movement, they took it as a symbol of the universal value of 
cooperation that a prince of the blood royal should be a mem­
ber of the Stockholm Cooperative Society and that during the 
war this society had as its chairtnan a cabiner minister, Baron 
Palmstjerna, a member of an old and distinguished family. It 
was not that the upper class condescended to encourage the 
movement. In part they had been responsible for starting it. 

In the early phase one of the strongest groups had been the 
society in Stockholm known as Swedish Homes, founded and 
directed, to use Axel Gjores' phrase, "by middle and upper 
class ladies." This society opened its first store in 1905, to be 
met with a boycott prepared in advance by apprehensive mer~ 
chants of the capital. But Swedish Homes, /laving a consider­
able reserve to draw upon, was able to finance the purchase of 
supplies from cooperative wholesales in Holland and England 
and thereby defeat the boycott. Later Swedish Homes merged 
with K.F.S., the Stockholm Cooperative Society, which has not 
only the largest but also the most aggressive membership of 
any of the local societies. . 

Among small land owners and farmers the movement was 
very slow to take root. Ai.!er the war, however, the largest rate 
of increase was in rtl!'al ar~ a development which was ex­
rremely gratifying to the leaders of the movement; between 
1913 and 12ll.J:he number of farm members grew from 11,000 
to43,OOO. In the latter year the membership of societieSilffili­
ateCI to K.F. Was divided as follows: 
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''I').. S 

Farmers and small land owners 
Farm workers ............. . 
Small workshop masrers •....• 
SmaIl workshop workers .... . 
Professional, civil service .... . 
Clerks, public employe.. . ... . 
Indusrrial and factory workers • 
Other workers ....•..•..•.. 
Corporations ......•..•..... 
Omers I •• ' •••••••••••••••• 

p.,c.nl 
of lolill 

15.2 
"4:7 

3.1 
'.2 
2.4 
8.2 

29.3 
20.5 

1.0 
10.4 

~ .' ,. 
In general this is said ro approximate the proportions to be,' 

found in the population. "This development," one of the 00-; 
operative leaders adds, "is the more gratifying in that there 
has not been the slightest sign of any iII·will betWeen the va­
rious groups, but all have put aside their class or political in­
terests and have united in common labor on the problems co­
operation aims to solve." 

As the scope, both of the Cooperative Union (the manufac­
turer and wliolesaler) and the local societies (the retail dis­
tributing oudets) grew under the impetUS of th~ W!Land the 
~st·war_ infIa~.2p, greatwe vias-taKen to preserve demOcratic 
cont.ror. With the realism that characterizes their political 
thinking, the Swedes foresaw that in a society numbering thou­
sands of members the old form, under which a member was re­
quired to attend a general meeting in order to participate in 
the affairs of the society, would permit control by an aggressive 
minority. The Stockholm Society, confronted with rhis prob­
lem, undertook a series of experiments which resulted in the 
creation of new forms whereby the function of self.government 
might be assured to the whole membership. 

The area served by the Stockholm Society was divided into 
eighteen districts. At a meeting held prior to the General Meet­
ing each district elects representatives, one for evety ;00 mem­
bers. At the General Meeting, made up of these eleered dele­
gates, to the number of ;00, each representative has one vote. 
Here all questions affecting the membership as a whole are 
decided; what to do with the trading surplus, the "profit"; im-
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portant problems of policy raised at district meetings; whether 
ro approve or disapprove the managemeot report. Within the 
provioce of the district meeting, of course, are details of man­
agemeot io that particular district. But ro preveot the diffusion, 
the quibbling over mioor poiots of shop conduct which would 
ioevitably result, each district names a members' council or dis­
trict committee of from three to five members. This committee 
must make a comprehensive report on shop conduct at the dis­
trict meeting and io discussion of the committee's report the 
metnbers have full opporrunity to advance criticisms, sugges­
tions, proposed changes and ionovations. Thus any member 
may io the proper order protest the price of herriog or a shop 
clerk's ioefficieocy. 

This system weot far toward solviog the relationship of the 
society to its metnbership. But there remained the problem of 
busioess managemeot. As the cooperatives exteoded their ac­
tivities to new and more complex fields, it was appareot that 
for day-to.day efficiency authority must be delegated to an ex­
ecutive empowered to make the decisions that a busioess of any 
size constandy requires. The Stockholm Society created a board 
of directors composed of the three heads of the main depart­
meots of the society, grocety, bakery, and office. It is scarcely 
necessary to add that these three paid executives hold their posi­
tions by virtue of their demonstrated capacities. This executive 
board was giveo the right of decision "io all.busioess questions 
of recurreot character and io financial questions of mioor im­
portance, and io the employmeot and dismissal of staff, io ac­
cordance, of course, with agreemeots io force." 

Ultimate authority over matters iovolviog larger sums or is­
sues of priociple are referred to a managemeot council com­
posed of fifteen members elected at the General Meeting of the 
society. The executives themselves are appoioted to their posi­
tionS by this council. The council meets once a month to con­
sider and decide questions referred to it by the executive board 
under iules and iostruaions carefully drawn up. The three 
members of the executive board are required to atteod this 
meeting, submit a report and supply any details not contaioed 
io that report. 

It might seem at first glance that" this machioery of govern-
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ment would be unwieldy by 'its very emphasis upon democracy. 
But it has functioned efficiently. The reason may be that Swed­
ish cooperators have taken a serious and sustained interest in 
the business of their disuicr, of their society, and of the Union 
to which their society belongs. There have been complaints of 
indifference, of course, but always there has been a large and 
active majority willing to give rime and thought to the business 
of the group. The men at the top, at the head of the COOpera­
tive Union are, as has been said, exceptionally keen business 
men, but nevertheless, if the interest of the coOperators them­
selves should lag, I believe there would be a heavy loss in effi­
ciency throughout the whole system. 

K.F., the Cooperative Union, is organized in much the same 
way as are the larger retail societies. Uulike the British COOp­
erative Union, which embraces a number of units that each 
carry on different functions, K.F. itself is wholesaler, manu­
facrurer, educator, and propagandist. This kind of cenual or­
ganization, which is found elsewhere only in Denmark, Nor­
way, and Switzerland, has worked to the advantage of Swedish 
coOperators. 

It was in 1918 that the parliamentary machinety of K.F. was 
recast, following closely the model of the Stockholm Society, 
.with a management council charged with final responsibility at 
the top. This council of eighteen members, elected at meetings 
of the thirteen disuicrs into which the counuy is divided, is 
split up into various subcommittees, each responsible for the 
supervision of a particular department. Although the council, 
which must elect the paid executives of K.F., is required to 
meet only four times a year, in practice it meets much oftener. 
Besides the duty of supervision, the council must make impor­
tant decisions as to new ventures; the purchase and sale of 
property; the investment of surplus capital; and the adjustment 
o,f collective agreements with employees. 

As with the larger retail societies, there is an executive board 
made up of the heads of the principal departments, with the 
paid president in the office of managing director over the en­
tire business. Under this general plan, the annual Congress of 
the whole society is left free to shape general policy through 
debate and discussion, with the duty of passing upon the Ie-
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port of the management council' and electing auditors. The 
latter are, in a sense, a separate entity, detached from the rest 
of the organization in order to insure absolute impartiality in 
their audit. 

One reason for the practical success of 'cooperation bas been 
the program of education intended to help the paid employees 
of the retail societies to advance themselves, and incidentally, 
of course, improve the service in the stores. K.F. bas an Edu­
cational Department that directs a number of branches of study, 
both by correspondence and in special classes and schools. The 
correspondence courses have been particularly successful, en­
tolling many outside the cooperative movement for study in 
such practical subjects as bookkeeping, arithmetic, commercial 
correspondence, mercantile law and banking, and even more 
rudimentary essentials such as grammar and composition: 

Employees who show rapid progress are given every encour­
agement and offered further education to make advancement to 
a higher post possible. There is a free class lasting for four 
weeks to prepare the most advanced clerks to become branch 
managers, and having covered the required work in this field, 
they may attend still another class leading to a higher position. 
Besides these classes there are summer schools for store man­
agers. 

And propaganda is by no means neglected. The principal c0-

operative publication, the weekly Konsllmenbladet, distributed 
through the retail stores, has the largest citeulation of any pe­
riodical or paper in the country. It is an attractive, smart look­
ing magazine that would compare favorably with the best popu­
lar journals anywhere. The reverse of highbrow, it publishes 
serially the novels of the most popular writers in the country 
and seasons its propaganda with amusing articles and stories. 

The facc that the cooperative movement has concentrated on 
practical achievements. with little consideration for the ul~­
mate aim of rebuilding society, often distresses the more con­
scientious cooperators. They are somewhat apologetic for the 
facc that foreigners find the annual congress of the Union dull 
and boring, taken up with the price of knickebrod and the de­
velopment of the newest margarine factory, lacking in fine 
flights of oratory. ' 
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The Swede apparendy has a curious resistance to abstract ar­

guments. An account that appeared in KonslImenbladel several 
years ago illustrates this very well. At Mellerud, a town of 
1,500 inhabitants in the southwest of Sweden, a lecturer em­
ployed by the merchants' association gave a talk against the c0-

operatives. At the end of his talk there was lively discussion and 
the crowd, unwilling to disperse when the lights in the public 
hall were turned out, adjourned to another meeting place. 
There the argument continued intO the early morning and 
1ina1ly closed with the unanimous adoption of a resolution that 
said: "We the undersigned 175 conswners here assembled in 
Mellerud tender our sincere thanks to Lecturer Lien for his 
anti-cooperative address, which has so complerely persuaded us 
that we decide here and now to form ourselves into a coopera­
tive society." 

With a well-integrated, rapidly growing organization, Swed­
ish cooperators were ready to go forward to new triwnphs­
over galoshes this time. It sounds funny but it is not at all; the 
victory over the galosh trust-really the rubbe.c....uusc-was a 
very tangible achlevement. Galoshes are a necessity in the 
Swedish winter, to say nothing of the Swedish spring and the 
Swedish fall. And four manufacturing firms, formed into an 
.air-tight trust, exploited this necessity for years. Annual profits 
of 60 per cent, 62 per cent and even, in one exceptional year, 77 
per cent were recorded. On a capital of less than a million dol­
lars the four factOries realized in fourteen years more than 
twelve and a half million dollars and voted many stock divi­
dends besides. As in the case of the milling trust, the public 
yelled long and loud but with no visible results. 

At the annual cooperative congress in 1926 it was decided 
that K.F. should declare war on the galosh trust. This was the 
unanimous and enthusiastic opinion of the Congress. Within a 
few weeks, merely on the basis of this announcement, the trust 
reduced the price of a pair of men's galoshes more than fifty 
cents, with corresponding reductions all down the line. K.F. 
informed the truSt that this was not enough, and when there 
were no further reductions the war was begun in earnest. 

The trust was obviously not going to sell one of its factOries 
at anything like a reasonable price but when K.F. threatened 
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to build a plant of its own, the enemy heeded the warning, re­
calling what had happened to other cartels that had remained 
adamant. In a remarkably short time K.F. had negotiated the 
purchase of a factory at Gislaved, and by January I, 1927, after 
complete modernization, it took over operation of this plant. 
The result, within a year, was another seventy cents sliced off 
the price of a pair of galoshes. Having achieved this, K.F. be­
gan the manufacture of automobile tires at the Gislaved plant 
and by 1.932 was producing 50,000 tires a year. 

This then is what Swedish cooperation has set out to do. It 
is very little concerned with short cuts to Utopia. Interest and 
energy and will are concentrated on the cost of bread and 
galoshes and housing and automobile tires and insurance and 
electricity, all the "necessities" that go to make up a high stand­
ard of living. It haS expanded from year to year until today the 
good cooperator in Sweden may live and die within his own 
system, a system based upon production for use rather than for 
profit. -----



II 

WHAT THE COOPERATIVES HAVE 
ACHIEVED 

P
RACI'ICAL shopkeepers that they are, the Swedish c0-

operators have taken the greatest care to present their 
wares in the most atttactive form. Even in a land where 
the shape of the commonest things has a distinction, it 

is not difficult to pick out the cooperative shops. They are func­
tional in that they have been designed to serve a definite pur­
pose in the most efficient manner, but Cooperative architecture 
has not been bound by an arbittary formula. Simplicity, preci­
sion of line and a forthright honesty in: the handling of mate­
rials give the coop. stores a smarmess, even a kind of beauty, 
that sets them apart in whatever neighborhood they may be. 

Apples and oranges, eggs and potatoes, scrubbed and pol­
ished and put in handsome containers, all conttibute to the 
design of the interior. The covering on the floor, a kind of 
linoleum, is in broad bands of conttasting color. The packages 

. on the shelves seem to have been arranged with a sense of har­
monious design rather than with any more practical end in 
view. The entire shop front is an unbroken expanse of plate 
glass and so the store is bright even on gray days when the 
winter sun hardly leaves the horizon. 

There are 380 such shops in the Stockholm area alone, op­
erated by the Stockholm consumers' society. The name KON­
SUM done in heavy block letters above the shop window im­
mediately catches the eye. They are like the smart stores that 
one sees on the more expensive stteetS of an American city. But 
the single store of the cooperative society of Kiruna, beyond 
the Arctic Circle, has the same distinctive appearance. 

The Stockholm housewife comes to do her marketing here 
as she would in any private shop. She has read in her new&­
paper an advertisement listing the day's prices. This advertise­
ment has appeared in all the morning newspapers and another 



CO()PERATWE ACHIEVEMENT 15 
will appear in the evening papers, cov~ing special price 
changes-daily bargains-for all of the society's 380 shops; 
just as a private chain of grocery stores would advertise in the 
press of an American city. If the housewife, or any member of 
her household, is a member of the cooperative society, she pre­
senrs her membership book to the clerk who enters in it the 
amount of her purchases, very much as an American shopper 
might save trading stamps toward a future bonus. On the toral 
amount of purchases for the year the Stockholm household be­
longing to the cooperative society receives a dividend of 2 
per cent. 

The shopper who is not a member of the society in most in­
stances effects an outright saving merely by coming to the co­
op. to do her marketing. For the cooperatives in recent years 
have been on the whole successful in keeping their price level 
below that of private retail stores. And once one has begun to 
buy at the coop., there is a strong inducement to become a 
member of the society. Accounts are kept of dividends that ac­
crue to nonmembers as scrupulously as for members; and by 
joining within a prescribed time limit, which is more than a 
year, the nonmember may apply his accumulated dividends to 
the purchase of the initial amount of share capital that all must 
own. If the nonmember fails to join within the prescribed time, 
his accumulated dividend is transferred to the society's reserve 
fund. Thus the members of the society in no way profit by. 
sales to nonmembers, and the line of true cooperation is main­
tained. The rapid growth of the coOperatives in recent years is 
ascribed in part to this SYStem of permitting~f encouraging-'­
outsiders to sample coOperative wares and methods. 

It is not a caste ot a sect which the householder has joined. 
Unless she becomes an ardent and active cooperator, member­
ship will mean little difference in her way of life; although, of 
course, if her household is run on a careful budg~, she will 
doubdess observe a welcome surplus at the end of the year. 
There may be a study or social group in connection with the 
store with which she has become a1Iiliated, but whether she 
takes any part in this activity will be a matter for her choice. 
Eventually she may be assigned to a committee with certain 
duties but these will not be diflicultor burdensome unless she 
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elects to make them so. To a latge degree the type of member­
ship and the activities if!, which people take part will depend 
on the neighborhood in which the new member lives. 

In the upper middle class there exists a kind of scom for the 
cooperatives, for the idea of economies so petty. But this atti­
tude conceals in part a realization of what inroads cooperation 
has made upon private trade throughout the entire country. The 
Kreuger crash, however, did a great deal to liquidate this 
scom. The households of many haughty army officers and over­
confident speculators caught in the Kreuger catastrophe were 
suddenly grateful for the economies of cooperation. Recruits 
from the middle class, patticulatly in its upper reaches, may 
account for the steady growth of the cooperatives through the 
depression. -

At the present time more than 20 per cent of the rerail and 
wholesale trade in Sweden is Catnecton through th~ Co5p~_a­
.tlves. AboutE'J~r_cent of all ~lIfacrureis done in C;Qo-P" 
erative_ factotles; aunost the entire 1EJ>c;r_c:ent, it should be 
addecf, being goods for _c!om!st:i~_consumption. These are esti­
mates, and very rough estimates, but they give an approximate 
idea of the importan(£ofcooperation in the commerce of the 
country. Well over a third of all the households in Sweden are 
enrolled in coOperative societies. This contrasts with England 

-where more than 45 per cent of all households have one or 
more cooperative memberships and with Scotland where the c0-

operative membership includes nearly 55 per cent of all fami­
lies. But Swedish cooperators suggest that they have succeeded 
in brin~bout morel'rc:>found changes with respect to the 
general Pf:ic:e lev~l-that is, to die-benefit of the entire popula­

tion-than has cooperation in Great Britain. 
The d.epression has proved beyond reasonable doubt the ,ca­

bility or-the coOperative movement. The books of the Union 
show gains_ iii- evety department. The only dec!ine has been in 
the numoer of societies and that has been the result of a de­
liberatc-policyof mergi!lLS1I1all societies to form larger and 
stronger units. In 1926 there were 846 societies with 339,273 
families holding membership. In 193rthe number of societies 
was ~97 with 481,319 family memberships; in 193~, 675 s0-

cieties had 512,968 members; in ~933,it was ~O an 533,825; 
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and by 1934 the number of societies had dropped to 635 with 
a membeCsliip of 550,675. The number of stores owned by local 
societies was 2,411 in 1926, 3,510 in 1931, 3,716 in 1932, 3,868 
in 1933, and 3,990 for 1934. And the annual turnover rose cor­
respondingly, from 265,073,000 kronor in 1926, to 347,981,000 
in 1931, 350,765,000 in 1932, 350,992,000 in 1933, and 376,-
373,800 for 1934. Because of the Iapid decline in prices the 
aaual gain in the volume of goods for 1932 and 1933 is not 
shown in these figures. 

The directors of the Cooperative Union were foresighted 
enough to see the economic storm of 1929 approaching. They 
faced the inevitability of a world-wide depression as early as 
1931. From that time onward the economy of the local s0-

cieties was directed along the most conservative lines. By 1932 
the financial position of the Union and its affiliated societies 
was stronger than ever before. Trade debts had been reduced 
on the joint balance sheet from 38 per cent to less than 6 per 
cent and, not satisfied with this, the directors pushed toward 
the goal of buying, as the societies sell, for cash only. 

The powerful parent organization may well be the principal 
reason foC the success of the coOperative movement. The Union 
is owned by the 635 member societies, the proportion of owner­
ship being based on the amount of capital contributed to the 
central organization, the number of members enrolled and the 
volume of annual sales. In actual practice it is more nearly as 
though K.F. owned the retail stores. However it is not a ques­
tion of ownership. The retail societies could hardly exist with­
out the Union, and the lattet would have no function without 
store outlets. 

K.F. performs innumerable services for the societies afIiliated 
to it. A permanent staff of architects is constantly working to 
improve store plans, and their achievements in the direction of 
efficiency have been widely imitated in Europe. Local societies 
may obtain from K.F. standard designs for stores of varying 
size. The Union will give active assistance in the early prob­
lems of merchandizing, even to providing a counsellor ready to 
devote his entire time to establishing the new store on a sound 
foundation in the first months of its existence. 

The auditing department of K;.F. examines the accounts of 
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nearly all the local societies, ~ service which is available at the 
request of the local unit. Highly trained auditors, who ·have' ~ 
held various posts in the Union, visit the local societies at least 
rwice a year, at the annual closing of accounts and at midyear 
stock-taking. Not only do they examine the accounts but, out 
of their long experience, they survey the whole field in which 
the society is operating, making any recommendations they 
consider necessary to the resident auditors, the store managers 
or the society· s executive committee. Each month the societies 
send reports to K.F. so framed that the auditing department 
can derermine at a glance the changes which may have oc­
curred. 

In 1923 there was formed what is in a sense a subsidiary of 
~., theSwEdish Household Society, S.H.F. as it is familiarly 
known. Its function is to rescue cooperative stores that have not 
been successful under the direction of local societies. A salvage 
squad maintained by S.H.F. is equipped to step in and direct 
the business until it has improved to such a point that the local 
group is able to take it over again. S.H.F. grew out of the dif­
fi..:u~s enc~~.!~!d.EY _many cooperati.:vesatthe rime of the 
E.o.~-W:li!_~!1!m~. In the opiniOli of coOperators it has proved its 
value many times over, restoring numerous failing societies to 
business health. 
. Although it is one of the largest business organizations in 
the country, K.F. is pervaded by a remarkable.espit de corps 
which even the outsider is quick ro sense. The salaries are low 
in comparison with private business salaries. Albin Johansson, 
the director, receives, it is reported, less than 10,000 kronor a 
year, the equivalent roughly of somewhat more than $5,000 in 
this country. Other executive salaries are in proportion. 

It is obvious that the men who direct this great enterprise 
are impelled by more than a monetary motive. They take a 
pride, which is not unlike .a species of family pride, in the 
achievements of the organization. This is apparent as they show 
the visitor through the Tre Kronor mill that rises like a massive 
cliff above the blue water of Stockholm harbor, pointing out 
the latest machines and the newest and most efficient labor­
saving devices. They are proud of their handsome new office 
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building, completed less than a year ago and modem in every 
'line and detail. It is an evidence of vitality that younger men 
are coming on to replace those who have built up the organi­
zation. 

Foremost among the builders is Albin Johansson, president 
as well as managing director. Reserved and mild of manner, he 
is said by many to be the most astute merchant in the countty. 
Conservatives pay him this tribute to explain away the success 
of cooperation-the fortunate accident that a business genius 
was at the head of the organization. Not out of modesty so 
much as out" of his deep conviction of the value of cooperative 
methods, Johansson would be the rust to reject this. 

johansson's rise in the cooperative movement was very rapid. 
Beginning as a shop clerk at the age of seventeen, with only a 
mdisnentary education, he was advanced at the end of two 
years to the management of the store, founded by the workers 
in a sugar faCtory at Tanto, a part of Stockholm. Through in-

. tensive home study he had mastered cost accountancy and other 

. fundamental business s~, and the rapid progress of the 

.. Tanto store was evidence of his managerial ability. This 
ability was soon recognized by K.F. When Johansson had been 
a store manager but two years, he was given a position in the 
parent organization. He soon established a close relationship 
with Martin Sundell, one of the most ardent pioneers of the 
cooperative movement. Together they worked tirelessly to ad­
vance the cause. 

One of the weaknesses of the movement'in 1916, as cOOp­
erators themselves were well aware, was the fact that the 

,.forces of cooperation in Stockholm were so divided. Johansson 
left K.F. at this time and undertook, as general manager of the 
largest Stockholm society, the difficult task of bringing the 
various factions together. It is due to his intensive efforts in 
1916 and 1917 that the Stockholm CoOperative Society has 
grown to a position of such power, by far the largest distributor 
of foodstuffs in the capital. When it was possible to leave this 
job, Johansson returned to K.F., and with his return the co­
operative movement in Sweden began a new and flourishing pe­
riod of development. During 191:7 and 1918 he undertook a 
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thoroughgoing reorganization of K.F. At the end of that time 
he was advanced to the position of managing director of the 
Union. 

Today he is one of the recognized leaders of the country, a 
member of the board of state railways-a position of the high­
est imponance-on the board of the state theater, and in nu­
merous other offices of trust and responsibility in public life. 
Johansson has his jealous detraaors, of course. One reason 
why he has been able to hold his high position so long, in the 
face of this jealousy and the intense competition for place which 
exists within the ranks of K.F., is the faa that his salary is so 
low. He lives modesdy in a three-room apartment, within the 
scope of his income, so his critics cannot say that he enjoys a 
life of luxurious ease at the expense of the coOperative move­
ment. ~ousy, incidentally, is one of the suongest aaits o( the 
Swe4,ish cniriiCt:ef.~t IS referred to with a kind of pride, as "the 
royal Swedish jealousy." When a person of lofty rank receives 
a blow to his prestige or vanity there is a harsh saying: "Well, 
it will do no harm for him to be reminded that he is after all 
only mortal." 

johansson's passionate haaed of monopoly control-in faa 
of any barriers in resuaint of free aade-has undoubtedly 
shaped the policy of the movement. He led the successive bat­
des against the various cartels. This dislike of trusts and trade 
barriers extends to the international field, and the head of 
K.F. has been among those who have worked most intensively 
for an international wholesale coOperative society. His practical 
ability, extending to numerous improvements in production 
technique, is hardly less than his skill as a propagandist. 

The splendid rapport which exists betWeen the Union and 
the retail societies is said to be due in part at least to Johans­
son's never-failing awareness of the coOperative relationship. 
How well the two branches work together is shown by the way 
in which the shoe aade was reorganized in 1927. 

After K.F. acquired a shoe faaory, with a production of a 
thousand pairs a day, a special committee was appointed to re­
vise this entire department of the business. The committee 
recommended that existing shops and all stock owned by local 
retail societies be uansferred to K.F., the latter to create a chain 
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of shoe stores which would sell at retail locally and at wholesale 
to neighboring societies outside the trade range of these spe­
cialized shops. Local societies would subscribe $3 a member in 
share capital to the undertaking, to be repaid as the new in· 
dustry became self-supporting, and K.F. would pass along to 
the locals a rebate of 3 per cent on all retail shoe sales. With 
scarcely any argwnenr, the annual congress approved this pro­
posal, perhaps because a similar plan for the manufacture of 
spisbrod, the hard rye bread which is an essential of Swedish 
diet, had worked so well. 

K.F. has always followed a conservative financial policy. 
While it has accumulated a considerable reserve, this has been 
kept as a margin of safety, a large part of it consisting of "pro­
duction guarantee fund." Besides this; K.F. conduCts a savin~ . 
bank, for coOperato!s~nly, the local societies, except two or 
three of the larger ones, being merely branch offices to take de­
posits and payout withdrawals. One way in which the move­
ment encourages_ thriftis_~_.m,ake it easy Jor.. the Eividend-.2n 
purchases toaccumuliue in a savings account. Although K.F. 
has followed an extremely cautious policy with funds drawn 
from this source, it has nevertheless been a most useful credit 
reserve in the growth of the organization. From time to time, 
to finance a new venture, K.F. has offered its obligations direct 
to the public, and with a flattering response. It is one of the 
Union's proudest boasts that it has never had to resort to bank 
credit. 

Cooperative insurance societies, most of them having come in 
recent years under the wing ofK.F., have been very successful. 
The beginning was in ~908 with a sociery called Cooperation, 
organized for fire insurance alone. ~urglary, fideli% and motor 
insurance have been added. The rotal volume in these c1assifi· 
cations is more than $250,000,000. Life insurance on a coopera­
tive basis was undertaken first in 1914 by a special group, The 
People, which has since been taken over by K.F. More than 
150,000 policy holders have nearly $50,000,000 of insurance in 
force. 

The achievements of cooperation .thus far have been in the 
face of bitter and unceasing opposition. Merchants, millers, 
manufacturers of every kind have banded together in groups 
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to defend their special interests with all the resources and all 
the resourcefulness at their command;They have fought in the 
courts, in the newspapers--wherever the issue could be raised. 
At every opportunity they have employed shibboleths and catch 
phrases to brand coOperation as sinister, insidious, a subrie de­
vice for undermining the home, the school, and religion. 

When recently K.F. took over a large department store in 
Stockholm and offered the employees all possible aid in form­
ing an independent union, in line with K.F.'s progressive labor 
policy, the conservative newspapers in large headlines branded 
this as a form of coercion. The employees were being coerced 
into joining a radical union so that they would become a parr 
of the "battering ram" K.F. is fashioning to destroy the estab­
lished order. Cooperation is the spearhead of socialism, of 
revolution, the conservatives cry. But K.F. is not disturbed by 
such outcries. Now when an organization of private merchants 
buys a page in the newspapers to denounce the cooperatives, 
the latter use the same medium to answer in kind. And so the 
fight continues. 

Cooperative leaders are proud that in the course of their l~ng 
struggle they ha'l'~E~~app~I~~_ theS_tateforh~. They 
.liave been able to mee1;.!b~iLcolllp'etitllrs on an equa! basis, 
without seeking speci3l privileges or favoiS~ And- yet 1n-;naoy 
respects Swedish law has worked to the disadvantage of the 
coOperatives and in the interest of privately owned stores. 

This is particularly true with regard to taXation. Under Swed­
ish law limited compaoies are taxed in proportion to profit and 
share capital. But cooperative societies, ekonomiska fiireningar, 
are taxed on the same basis as individual taXpayers; that is in 
proportion to their income on a graduated scale which rises 
vety sharply. It is for this reason that K.F. in taking over es­
tablished businesses has allowed them to remain in the form 
of independent limited compaoies. What the difference means 
is shown by the fact that for the division of K.F. which is or­
ganized as a cooperative society in the legal sense, ekonomisk 
farming, the taxes of various kinds amounted in 1932 to 608,-
000 kronor, whereas the tax would have been only 268,000 
kronor if it had been at the rate paid by limited compaoies. 

The Stockholm retail society organized its productive 
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branches as limited companies from the beginning in order to 
escape the higher taX. And this is not regarded as an attempt 
to circumvent the law. for the choice of legal forms. as betWeen 
individual or collective enterprise. is a free one under the law. 
It remains true. however. that K.F. as well as the large retail 
societies pay proportionately much higher taXes because they 
are unable to organize their entire business in the limited form. 
Together with its affiliated companies. the factories and various 
productive enterprises retained as limited companies. K.F. in 
1932 paid more than 1.200.000 kronor in taXes and local rates. 

In this respect, too. Swedish cooperators like to point out the 
contrast with England. English cooperators. they say. have de­
rived numerous advantages from special laws. particularly with 
regard to taX exemption. And it is true that the charge of taX· 
favoritism is the cry most frequendy raised against the British 
coOperatives by the conservative press. . 

H the cooperators are proud of their independence of the 
state. they are also proud of the fact. and they insist that it is 
a face. of their independence of political parties. Their enemies 
have charged a close link with the SOaar·Democrats but the c0-

operators have always denied that such a connection exists. By 
virtue of common interests and. in certain instances. common 
leadership. the cooperatives are in face closely allied with both 
the Social-Democrats and the trade unions. All three have. in a 
sense. the same objective. But the coOperators hold that c0-

operation is so general in its appeal as to be independent of 
class and political strife. And paradoxical as this may sound to 
those who think in traditional terms of class and party. the 
Swedes seem to have gone a long way toward proving it. 

Why the large-scale capitalists in Sweden have not succeeded 
in striking down this upstart David is a question that inevitably 
occurs to the visitor from America. The cooperators' answer is 
that by a cautious, careful, pay-as-you-go method of finance they 
have been able to keep out of the capitalists' reach. . 

Swedish coOperators take a jealous pride in their fulancial in­
dependence. They resent even the suggestion that help may 
have come from outside sources, from capitalists or politicians. 
In his attitude toward the broader economic issues Albin Johans­
son is essentially conservative. He speaks with admiration of 
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"working capitalists" as opposed to "finance capitalists." The 
latter are responsible for the growth of monopolies, they have 
interfered with the proper functioning of the capitalist system. 
And there is reason to believe that the capitalist, or at any rate 
certain capitalists, look not only with tolerance but with ap­
proval upon the rise of the cooperative movement. They feel 
that it has had a salutary effect on the economy of the country. 

It is not that Swedish cooperators are indifferent to the larger 
social and economic issues that their movement implies. It is, 
rather, that they are entirely preoccupied with immediate prac­
tical problems. At the annual congress for several years the 
delegate from one of the societies in the extreme north has been 
a Communist. Each time he takes the floor to denounce the sur­
plus which accumulates as a reserve fund, demanding that it be 
reduced or done away with. The assembly pays him polite at­
teotion but the suggestion is not considered seriously-it is not 
practical. 

A few of the local societies, and in particular that of Stock­
holm, have grown large enough and strong enough to wage 
war on the trusts on their own initiative. For several years the 
Stockholm society fought the price level fixed by Stockholm 
bakers. Having built and equipped the finest bakery in the coun­
try in 1923. K.F.S. was in a strategic position to attack bread 
}!rices. The latter were extortionate, a faa which was concealed 
by a multiplicity of kinds of bread, with varying weights and 
prices. 

One of the cooperative society's first moves was to bring 
about an official investigation which proved beyond any doubt 
that bread prices of the private bakers, when comparable types 
were properly classified, were on the average 32 per cent higher 
than the coop. prices. The average housekeeper saved nearly 
eight dollars a year, it was estimated, by buying his bread from 
K.F.S. At the same time that the results of this investigation 
were published, the society began a vigorous advertising cam­
paign to boom two principal types of bread to be sold in loaves 
of one kilogram each. The result was that within a year private 
bakers had to modify their whole price policy, and adopt the 
standard size loaf introduced by K.F.S. 

Considering the remarkable progress that consumers' coOp-
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eration has made and the profound effect that it l1as had upon 
the price level, upon purchasing power, upon the trend of caPl­
tiIism--;rtseems strange to find that producers' coo£erati~n}las 
beencomparatively slow of growth. One reason may have been 
thi:insistenceonlieSwedes upon "true cooperation," based 
upon production for use upon a nonprofit basis. Producers' co­
operatives do not come within this definition because, although 
they are organized cooperatively, it is their function to sell on 
the open market at a profit. 

Aericultural cooperation has made considerable headway, 
parucularly in the field of dairying, following the example of 
Denmark, where, as will be shown later, the cooperatives have 
taken over almost the entire business of proces~inlLand market­
in&-the l'ffic,lu<:£s_of!heJarm. In Sweden agricultural pr()duc:ers' 
coops. dominate the d~$ incl~~, handlliig well over two 
thirds of all the milk that is processed in factory dairies and 
producing more than three fourths of all the butter, excluding 
that which is made in small domestic dairies. As in Denmark, 
the cooperative dairies have been of great value in developing 
the export ..!l..!~e in butter. But Sweden has lacked the strong 
central organization .. !lhich has contributed so much to the 
growtli of the DaDish dairying industry on a cooperative basis. 

The misfortunes that beset an early venture, the National 
Union of Swedish Farmers, may have had some rerarding effect 
upon rural cooperation. At one time, just before the World 
War, this group boasted 83,000 members who had under cul­
tivation 14.7 per cent of the tillable land of the whole country. 
But the prosperity that the war brought to agriculture was a 
stimulus which led the Farmers' Union far afield, into banking, 
and shipping on a scale that soon proved disastrous. The state 
intervened to take over the bank and thereby salvage a part of 
the farmers' losses. 

K.F., which is strictly a consumers' organization, on the ini­
tiative of Albin Johansson, has done everything within its 
power to aid the Farmers' Union. For example, when private 
livestock dealers organized to fight the farmers' livestock coop., 
K.F. stepped in, helped finance the latter and agreed to buy 
all meats required by its member societies from this farmers' 
coOperative. This provided a large and unfailing market which 
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went a long way to establish the farmers' livestock cooperative 
on a sound basis. And it meant that a considerable portion of 
the meat business was organized coOperatively all the way from 
the farmer to the consumer. 

Again, when a carrel had succeeded in pegging the price of 
fertilizer at an exorbitant level, K.F., with its ~uperior re­
sources, steppe~in_and bought a superphosl'ha.teJaaQ1J' in_the 
neighborhOod of Stockliolni with a capacity of 500,000 sacks 
arrear. During the first year, '1928 to 1929, this was operated 
jointly by K.F. and the Farmers' Union and in that year the 
price was forced down so successfully that the farmers of the 
country realized total savings of from one and a half to two 
million kronor. In November of 19:n, K.F. leased the super­
phosphate factory to the Farmers' Union. 

I"" These and other steps that K.F. has taken on behalf of the 
farmer have served indiJ:eq!.y_!~ ~~anc~SQnsumers~_coopera­
tioll among_ the rural population. Of the 550,675 members 
affiliatedwith K.F:;19£ef ce!!tJ-le f~ers. This represents 
a much higher proportion of the farm population than was 
affiliated with K.F. in the early years. 

The cooperative movement in Sweden has in general been 
free of proselytism. It has not been a "movement" at all in the 
now slightly absurd connotation of that word. Rather, as will 
appear, when cooperation has been the logical solution in 
housing, in the distribution of power, in agriculture, then that 
form has been adopted and its growth has been healthy and 
rapid. 

Thus the cooperative Milk Central, supplying nearly three 
fourths of all the dairy products consumed in Stockholm, came 
out of an investigation by the Stockholm City Council into high 
milk prices. A special committee was named to plan a munici­
pal milk supply in cooperation with the producers, eliminating 
the "costly and unnecessary middleman." The four principal 
companies were merged and formed into a pro~ucer?co~ra-
tive society. --_. __ .. -_. .-
-r~turnover of the Milk ~al was more than doubled in 

ten years' time. And thecOoperative, dominating the field, set 
standards for purity and excellence which other dairies were 
compelled to follow. The Milk Central has dominated prices, 
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too, and with a resulting gain to consumers that has not been 
small. The low price is probably the most important faeror in 
Stockholm's high milk consumption. 

There are about 8,000 members of this largest producers' c0-

operative and they own the largest and most--mcidi:rn dilly m 
tlie counery. The Milk Central maintains its own inspection 
service which follows the produa from the cow to the con­
sumer. Of the milk received, 43 per cent goes into direa con­
sumption, 28 per cent into the manufaaure of cheese and 29 
per cent to butter. Butter sales in recent years have amounted 
to more than 4,000 tons, annually, most of which has gone into. 
domestic consumption, and the produaion of cheese has been 
dose to 6,000 tons a year. The direction of this extensive busi­
ness is in the hands of a management committee, from which 
an executive board of six is named to aa with the paid director. 
There are also local representatives with voting rights in all 
the distrias around Stockholm from which the milk supply is 
drawn. 

There is evidence that the growing interest of the farm popu­
lation in both producer and consumer C;:.teration will con­
tinue. K.F. is moving in new directions to e sure that it will 
continue. A plan whereby K.F. provided grain elevators in 
which farmers stored their wheat, so that at the harvest it was 
not of necessity dumped onto the market to the destruaion of 
the price level, funaioned for some years. Now the govern­
ment undertakes to stabilize the domestic price for grain along 
the line of the McNary-Haugen plan. 

That this cycle may some day be completed, wit!t.t:he elimi­
nation of~r_ofit_ from pro~ugiQn, would seem tobeprophec 
sied bLthe ,{apid deVelopment of the cooperative movement. 
gut this is hardly more than a premise with which Swedish c0-

operators are not just now concerned. The following statement 
by Axel Gjores is perhaps as near as Swedish cooperators ever 
come to a discussion of the future in generalized terms: 

The strialy limited view that Swedish coOperation holds of its func· 
tions, clearly visible in all its methods. and efforts, may very probably 
seem narrow to those whose coOperative philosophy has taken other 
directions and forms, but in point of fact, it gives to the movement the 
widest scope conceivable. A coOperative movement, which in its every 
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phase holds fast by the consumer interest and resolutely refuse$. every 
commitnient that does not directly and irresistibly derive therefrom is, 
in the real meaning of the term, open to all, and is in a position to 
enlist in its ranks the greater parr of the nation. 



III 

BREAKING AN INTERNATIONAL 
MONOPOLY 

C
OOPERATIVE distribution and production having at­
tained a strong, well-integrated growth within national 
boundaries, it was natural to seek to carry the idea a 
logical step forward. If it worked nationally,. why 

would it not work internationally? COOperators in Europe had. 
been thinking in this direction for many years; this was a large 
hope cherished long before the outbreak of the World War. 
It was out of the war, with the enormous difficulties it put in 
the way Of Ew-opean trade, that the first international coopera-:· 
tive developed. 

After 1914 the wholesale societies of Sweden, Norway, and 
Denmark had been hard put to it to import certain essential 
supplies. The North Sea was mined and blockaded. The great 
warring powers, engrossed in supplying their own combatants 
with essential foods, were indifferent to the trading problems 
of small nations on the edge of the European inferno. It was 
only through tact, patience, and the most painstaking effort 
that the Scandinavian countries were able to-import any quan­
tity at all of coffee, rice, sugar, and other products necessarily 
obtained from abroad. 

Out of this common experience there was created Nordisk 
Andolsforbund, the Scandinavian Cooperative Wholesale. It 
was on the initiative of Albin Johansson that the first meeting 
of representatives of the coOperative movement from the Scan­
dinavian countries and Finland was held in !918. Delegates at 
that first meeting brought up a wide variety of proposals. Some 
wanted a cooperatively owned orange grove in· California. 
Others were for starting a cooperative shipping line. In the end 
a modest and practical plan prevailed. 

It was decided to form a Scandinavian coOperative agency, 
with headquarters in Copenhagen and with one of the leaders 
of the Danish Wholesale Society as manager. The choice of 
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Copenhagen seemed obvious, pattly because cooperation was 
at that time more highly developed in Denmatk than in the 
rest of &andinavia, but above all because it is the most strate­
gically located of the &andinavian capitals. The S{imarv pur­
~ of Nordisk Andolsforbund, customarily ortened to 
N.A.F., WIIA to eliminate the m.iddlemaq-the commission man 
-intervening between buyer and seller, and by eliminating his 
profit to cut down the cost of goods necessarily imported into 
&andinavian countries. The members of N.A.F. are: Koopera­
tiva Forbundet, Sweden; the Danish COOperative Wholesale 
Society; the two Finnish wholesales, S.OK. and O.T K.; and 
the Norwegian Cooperative Wholesale Society. 

At the start N.A.F. was fortunate in its manager, Frederik 
Nielsen, who had been for many years head of the colonial de­
partment of the Danish Wholesale Society. He brought to his 
new job a thoroughgoing knowledge of foreign trade. And for 
some time he retained his fonner post, thus assuring the closest 
collaboration between N.A.F. and its then largest customer, the 
Danish society. 

N.A.F. makes purchases for the respective accounts of its five 
members. In relation to the foreign producers N.A.F. is thus 
acrually the buyer and not merely the agent. But since N.A.F; 
buys only on the' order of its members and so never receives 
goods or stores them, its position is like that of any agent or 
middleman in private business. In most instances the foreign 
producers are paid directly by the wholesale society purchasing 
the produce, N.A.F. receiving from the seller the commission 
of an agent. Establishing offices in London, it was not long be­
fore the new international society had developed a considerable 
volume of business. 

At the end of the sixth year the annual turnover was more 
than $6,000,000. From the beginning nearly half of N.A.F.'s 
sales have been in coffee, imported from Brazil, Central Amer­
ica, and the Far East. The society is in direct touch with large 
producing and exporting firms in the coffee countries as well 
as with the European branches of other firms and is therefore in 
a position to bargain for the most favorable price. 

The other principal groups of commodities in which N.A.F. 
deals are grain and .flour, including rice, sago, and tapioca as 
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well as wheat Bour, fruits, margarine oils, bacon and lard, 
and syrup. Direct contact is maintained with large American 
Bour mills, for the most part on behalf of the Danish Whole­
sale Society. California, Spain, and Bosnia are the important 
sources from which N.A.F. imports various fruits, both dried 
and fresh. Vegetable oils for the manufacture of margarine, 
largely for the Swedish society, are obtained from European re­
fineries. CoOperarors in Scandinavia have long looked forward 
to a favorable opponunity when they might establish their own 
coOperative refineries and thus go direct to the producers of 
raw materials. 

N.A.F.'s total sales during 1934 were 32,000,000 kronor. The 
chief commodities bought ana sold were: cottOn seed and other 
vegetable products yielding oil, 94,000 tons; sugar, 16,000 
tons; coffee, 13,000 tons; grain and cattle fodder, 9,000 tons; 
salt, 6,500 rons; dried fruit, 5,000 tons; apples and other fresh 
fruit, 4,300 tons; rubber and molasses in lesser amounts. The 
total sales were distributed betWeen different members as fol­
lows: Sweden, 23,400,000 kronor; Denmark, 7,900,000; Fin­
land, S.O.K., 4,400,000, O.T K., 3,800,000; and Norway, 1,-
800,000. The surplus is distributed in accord with cooperative 
principles and put aside as a reserve fund on the respective ac­
counts of the member wholesales. 

In the first five years of its existence N.A.F. saved Scandi­
navian cooperative consumers about $250,000. It was not a 
large amount, this "profit" achieved through the collaboration 
of the four countries, but the coOperative leaders were more 
than satisfied with the promise of N .A.F. For this was in a 
sense an incidental saving. And it wli~L!ht:_ fi.minternational~ 
o£~tive in the true sense, the national wholesale societies of 
four Countries cooperating in world. trade. The parmers were, 
to be sure, people of rather similar racial bacli:giollriit::-t1ieg re­
spective countries forming £·smglecIosely integrated area. But 
nevertheless the fact remains that they first succeeded in cross­
ing national boundaries to coOperate in the distribution of 
goods for use and not for profit. -

Certain cooperative leaders, observing the economies effected 
by cutting out the middleman, proposed that N.A.F. might do 
well to purchase and develop its own coffee 'plantation!: The 
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English and Scottish wholesale societies, they pointed out, 
owned large tea plantations in India and Ceylon. But on serious 
consideration it was decided that the potential savings from 
such a project would not justify the necessary investment and 
consequent risk. Half the supply of coffee for Scandinavian c0-

operators came from Brazil, and the government of Brazil had 
to a certain degree made coffee production a state monopoly; 
production at any rate was on such a highly organized basis 
that a single plantation could hardly hope to achieve impor­
tant economies. Plain common sense dictated against a venture 
in Brazil. 

Many European cooperatives were engaged in the field of 
international trade. As early as 1908, the English Cooperative 
Wholesale Society had established an export department to tty 
. to interest cooperative organizations in other countries in buying 
goods produced in cooperative factories in England. Not until 
after· the war did this department really begin to function on a 
large scale. Then in other countries, too, the idea was taken up 
and an international committee was formed to study the ptob­
lems involved in an international cooperative exchange. Rep­
resentatives of the leading wholesale societies of Europe, meet­

'ing in April of_ 1920, adopted a resolution urging that every 
society set up an export department to find suitable markets 
for the "surplus production" that might arise in factories oper­
ated by the various societies. 

To Swedish cooperators this seemed at the time a dangerous 
departure from true coOperative principles. They recognized 
that because of the economic crisis which followed the war-co­
operative industries could operate at only a fraction of their 
capacity. But regardless, the idea of a "surplus production" of­
fered for sale at an outright profit to coOperators and to nonco­
operators on the open market seemed at variance with all that 
coOperation stood for. Anders Hedberg, perbaps the leading 
theorist of Sweden's COOperative Union, challenged this plan 
for the sale of surplus products with especial vigor. 

It would inevitably lead, he argued, to the same kind of na­
tionalistic competition that had developed under private pro­
duction. It might even intensify this competition since under 
coOperative production a far larger number of individuals 
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would have a stake in the profits to be realized from foreign 
trade. And yet, an ardeot cooperator, Hedberg was keenly 
aware of what true cooperation might achieve in the interna­
tional sphere. 

As an example of the dangers implied in surplus production 
within a coOperative system, Hedberg pointed to what had hap­
pened in Finland where a very large proportion of all business 
is on a cooperative basis. Finnish cooperators were divided intO 
two distinct camps, S.OK., the elder society, and O.T K. S.OK. 
built a match factory. After it had been running for some time 
it was realized that because of the size of the factory and the 
nature of the business, production would have to be consider­
ably increased to avoid serious losses. S.OK.'s own member­
ship could not absorb any more matches and O.T K. was not a 
customer so there was nothing to do but look for markets 
abroad. Immediately, of course, the society came up against a 
powerful international trust, controlling at that time nearly 75 
per cent of the world match industry. 

The Finnish society was hardly equipped to combat such a 
powerful, hydra-headed rival. In typical fashion the trust began 
to cut prices to ruinous levels within limited areas both in Fin­
land and abroad, seeking by that method to lure away the so­
ciety's largest customers. But the members of S.O.K. remained 
loyal, spurning the trUst's cheap matches. And so did the whole­
sale societies, in England and on the continent, that had begun 
to buy these cooperative matches from Finland. The directors 
of the Finnish society were extremely grateful for this loyalty 
which enabled them to operate their factoty at a fair margin 
of profit. . 

But seeing the success of their rival in the match business, 
the members of O.T.K. decided that they, too, would build a 
match factory. They planned it from the start with a capacity 
considerably in excess of the needs of the members and were 
prepared upon its completion to compete in the foreign field. 
What followed appears to have been almost inevitable. The 
two societies entered into a disastrous competition for the c0-

operative trade of Europe. It was no longer a question of loy­
alty as between the trust and a cooperative. European whole­
sales bought their matches from the society that offered the 
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lowest price. This competition seriously weakened the financial 
position of both s.ox. and O.T x. 

The lesson in this, as Hedberg read it, was obvious. "Buying 
and selling berween national central organizations cannOt be re­
garded as a coOperative operation," Hedberg insisted, "and 
such a system does not form any true basis on which to build 
international coOperation." But sooner or later, he foresaw, 
the coOperatives would come up against other international 
trUSts and unless their control over prices could be broken by 
true coOperative methods, the movement would have reached 
the limit of its usefulness. 

Hedberg gave up a promising career in the army to become 
a coOperator. A brilliant thinker, he has at the same time a firm 
grasp on economic realities. His mind was occupied with the 
problem of finding some base for establishing, on however 
modest a scale, a system of production for use, berween na­
tions. Aware of the manifold obstades--<ustotns barriers, na­
tional jealousies, the chaotic state of post·war Europe-he still 
believed that it should be possible to make a beginning. And 
the increasing number of essential products that were coming 
under monopoly control of the great international trUSts made 
it imperative, in his opinion, to find a way to begin. 

"The efforts of government to cope with the harmful influ­
ences of the trUSt system have largely proved in vain," he wrote 
in 1925. "Laws have been passed and prohibitions imposed 
without any other result being achieved than that the trUSts 
have proceeded along secrer lines. Antitrust legislation has, as 
is realized nowadays in ever.widening circles, certain directly 
injurious effects from the very fact that it stimulates monopo­
listic combines to evade even that control which public opinion 
nevertheless can to some extent exercise if these combines show 
themselves in the open." 

Meanwhile the Scandinavian Wholesale Society had con­
tinued to grow rapidly. But this was merely a wholesale agency, 
and while it was an important achievement, an important 
"first," Hedberg looked forward to a system of production on 
the.sa,rne, or ~en.J!cbroa<!!:t, international basis. 

To one of the most conspicuous trusts, with price control 
that was worldwide and iron dad, Hedberg began to give se-
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rious thought. This was the cartel that diaated throughout 
Europe and America the manufaaure of electric light bulbs. In 
thoroughgoing fashion Hedberg traced this trust down to its 
origins in 1902 when representatives of the leading European 
countries, speaking for 90 per cent of the total electric bulb 
produaion at that time, met in Berlin to establish ptoduaion 
quotas. After certain differences had been settled, the delegates 
signed a contraa that specified minutely all the details of pro­
duaion, regulating the distribution of profits, providing for 
the reallotment of produaion quotas in the event of strikes or 
other emergencies and fixing heavy penalties for violation of 
the terms of this extraordinary contraa. As an example of how 
produaion was limited, the United Electricity Company of 
Vienna was shown to have produced 4,000,000 lamps in' 1902 
and its annual quota was therefore fixed at 3,100,000. 

But this was trivial in comparison with the international 
trust that was formed after the war. The General Electric Com­
pany-American capital-working through the International 
General Electric Company founded a world-wide combine. 
First there were a series of companies that General Electric held 
outright as subsidiaries. Then there were other companies in 
which the great G.E. had acquired an important, if not a domi­
nant, interest. And finally there were those companies to which 
the American firm had extended financial aid in time of stress. 
In one of his earliest reports to the Cooperative Union, Hed­
berg wrote: 

By the beginning of the century control of the lamp industry in the 
United States was definitely concentrated in the General Electric Com­
pany. Manufacture proceeded partly in G.E.C. factories, partly in 'the 
factories of other firms dependent upon and operating under license 
from the G.E.C. Gradually a very extensive system of price agreements 
was thus built up, in Strict secrecy; out of deference to the anri-trust 
laws a semblance of free competition was maintained. Finally, how­
ever, the law was invoked against the G.E.C., but not until 1911. 

As a result, all manufacturers' agreements for the regulation of 
markers and the control of prices were declared illegal and under­
takings were demanded that they should not be repeated. Sale con­
tracts fixing retail prices were also declared contrary to law. Thus 
drastic changes were made necessary in the lamp industry. Companies 



36 SWEDEN: THE MIDDLE WAY 
working under G.B.C. license were dissolved and their manufaaure 
then taken over by the G.B.C.! Sales policy was altered so that the 
manufacturer sold direa to the ultimate consumer, wholesalers and re­
tailers funaioning as agents of the manufacturers, handling only on 
consignment. . 

Legal proceedings had thus served merely in the long run to con­
solidate the elearie lamp industry still more thoroughly. Ptice agree­
ments between faaories violated the law, but not so the purchase of 
one faaory by another. And though the manufacturer might not dic­
tate the price an independent retailer should charge, he overcame that 
dilliculty by making the retailer his agenr, selling for him. The whole 
story is an excellent example of the difficulty of combating the trust 
effectively by means pf legislation. 

Hedberg's researches, which took him to many European 
countries, brought out clearly how the trust had extended its 
power, levying tribute from consumers around the world. Inter­
locking patent agreements made it virtually impossible for an 
outsider to encroach upon this enormously profitable domain. 
But Hedberg became more and more convinced that the lamp 
trust could not be ignored; that, hopeless as it might seem on 
the face of it, cooperation, and, if necessary, Swedish cOOpera­
tion, would have to confront the reality of price dictation in 
this field. The price variations from country to country were 
utterly irrational, based, it seemed to Hedberg, upon the sim­
ple precept of charging whatever the traflic would bear. The 
price in 1928 for a 25-watt lamp was 37 cents in Sweden, 30 
cents in Holland and Germany, 27 cents in Denmark, as low 
as 18 cents in Hungary, and 52 cents in England. 

For many months Swedish cooperators, inspired by Hedberg, 
considered what they might do. Careful calculation showed 
that the capital ouday required for a lamp factory was not 
beyond the reach of Swedish cooperation, amounting to less 
than the monthly net surplus of the Cooperative Union. But 
there was one vital question to be answered and that was 
whether the capital which would be tied up in a cooperative 
lamp factory might not be used to the greater advantage of 
consumers in some other way. 

It was true that electric lamps played a relatively small part 
in the economy of the average household and therefore it 
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seemed that the potential saving would be small. And yet a 
reduction of 12 cents in the price of a lamp would mean 
$1,500,000 saved to th~ consumers of the 12,000,000 lamps 
sold each year in Sweden. This looked worth while. And just 
at this time, in 1928, came an opporrunity that was too rare to 
miss. 

The Qsram Lamp Company, a German corporation domi­
nated by General Electric, had secured complete control of the 
Stockholm electric lamp faCtory, which was already a member 
of the international Phoebus Company, incorporated in Switzer­
land for the purpose of policing the lamp monopoly. Qsram 
decided that the technical director of the Stockholm faaory, 
H. Schlott, would be more useful in Berlin and consequendy 
ordered him to move. But Mr. Schlott, indoarinated with a 
stubborn Swedish pride, and having for a long time been more 
or less his own master, declined to be ordered about in this 
peremptory fashion. The alternative was to leave the company. 

The COOperative Union heard of his resignation and made a 
sudden decision. Hedberg and Johansson were well aware that 
technicians of sufficient skill to direct the construction and sub­
sequent operation of a lamp faaory, one of the most complex 
forms of mass production, are rare indeed. Most of them are 
tied by long-term contraas to the trust. They hired Mr. Schlott 
and commissioned him to build a cooperative faCtory. No time 
was lost and soon the walls of the new plant" began to rise. Ma­
chinery was bought or specially designed, and the direCtors of 
K.F. began to lie awake nights wondering whether or not they 
had been rash. 

The carrel heard of this absurd presumption in the north of 
Europe and began to inquire what it might mean. First, ap­
parently on the theory that any opposition was undesirable, 
they held out tempting offers to Schlott to abandon the foolish 
venture. Then Phoebus developed a deep solicitude for these 
mist~en cooperators and Hedberg was persuaded to come to 
Geneva for a conference with one of the managing direCtors. 
It was David in the very tent of ·Goliath and a calm and col­
lected David judging from Hedberg's report of the conversa­
tion to his fellow cooperators. 

'You don't expect me to reveal the secrets of our organiza-
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tion, do you?" said DireCtor OpP.enheim after the fust pre-
liminary skirmish. . 

"We are hardly as simple as that," said Hedberg, "but we, of 
the Swedish COOperative Wholesale Society, have at least one 
interest in common with you, and that is that only the trudi 
should be told about Phoebus. So I would like 'to know if there 
are not mistakes, quite unintentional possibly; in the published 
reports of Dr. Meinhardt's addresses. [The fust president of 
Phoebus, a represenrative of Osram, who made many out­
spoken statements about the purposes of the carrel. J Because 
his utterances are our principal IOlirce of information about 
Phoebus. Does he ~ress the cartel point of view?" 

"Certainly. We subscribe to every word ·he has said, and the 
reports, so far as I know, are perfectly correct [concerning the 
intention of the carrel to push prices higher. J But are you 
really going to build a factory? If it's only the prices that are 
toO high, we can meer you on that. You won't find us difficult. 
But we must keep our marker in Sweden; we can't agree to any 
new factory there. Of late years we have learned a lot from 
America; there they either come to an agreement of some sore 
with outside factories, that is, they buy them in one way or an­
other, or they wipe them off the map. Up till now the same 
parcy has always won; the American G.E.C. is a powerful body, 
as you know. But we, in Europe, are not so far behind, and so 
I tell you quite candidly that no new factory will poach on our 
preserves in the Swedish marker if we can prevent it. There 
might be very, very low prices in Sw~en! Have a cigarette?" 

"Thanks, I will; and thanks for the considerate manner in 
which you threaten. But, bear in mind, there is a vast difference 
berween the fonSllmerr cooperative· factory and your other 
competitors. We don't mind your dumping lamps ineo Sweden. 
That is in the interests of the consumers, our clients. If you 
want to sell the Swedish people lamps below cost, or even give 
them away free, we shall applaud and thank you and congratu­
late ourselves on having built a factory that elicited such gen­
erosity." 

"Quite noble! But I suppose you would like to ger interest on 
your capiral?" . 

"Surely! But our capiral belongs to the consumers. The 
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money that Swedish consumers invest in an electri~ lamp fac­
tory is amply remunerated by a reduction in lamp prices; can­
not, indeed, be better remunerated." 
. "We shall see about that; time will tell. Now, Can't we write 
our representative in Sweden insuucting him to ger in touch 
with your people and try to come to terms? We can make it 
worth your while not to stact that factory." 

"No use discussing that! We have tried for years, and in vain, 
to persuade manufacturers to reduce their prices, and you have 
ignored the price question until now, when the Swedish 
Wholesale Society has decided to build its own factory and 
until you learn that we have secured a capable manager. Our 
decision will assuredly stand." 

"But why? Decisions are easily enough rescinded. And don't 
you think there are enough lamp factories already in Sweden?" 

"Can't say I do. But perhaps you mean that you will sell us 
one of the cartel factories-the one in Stockholm or that at 
N k·· . '" y opmg .•.. 

"Oh, no, no! What I mean is that lamp prices may fallllery _ 
low in Sweden~ee? And that won't please any of us." 

"Why not? Our principal desire and object is to get prices 
down. You and I represent two totally different interests, so 
that we have great difficulry understanding each other; you 
want prices up, we want them down; you want to benefit stock-
holders, we want to benefit consumers." .. 

"You're not really serious, are you?" 
'Wait and see!" 
From the first it had been planned that coOperators of all 

northern countries should present a united front against the 
Phoebus cartel. At preliminary conferences representatives of 
the wholesale societies of Denmark, Finland, Norway, and 
Sweden had agreed to combine forces. And as construction of 
the factory went forward, nominally at the expense of the 
Swedish society, these preliminary conferences were continued. 
Shordy after the plant was completed, delegates 'from the four 
countries met again to form the No]tQ.Egropean Luma Co­
o'per~tive Society.--On May 28, .!931, diiS IIlterriauowCoiipera­
ave took over the plant and production was begun. 

It -is a true cooperative in every sense, with ownership in the 
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five cooperative wholesale societies. Ultimate authority is vested 
in a general meeting in which each of the societies has the same 
voting right. In the interval between annual meetings the man­
agement is intrusted to a supervisory council and a boaed of 
managers. The coUncil, made up of representatives of the five 
societies, outlines the duties and supervises the work of the 
two managers in whom is vested sole legal responsibility. 

The effect on the price of electtic bulbs in Scandinavia was 
starding. Even while the Luma plant was in course of construc­
tion, the trust lowered the Swedish price from 37 cents to 27 
cents. Soon after the cooperative lamp came on the matket the 
trust had to meet the Luma price Qf 22 cents. This price al­
lowed for a comfortable maegin of surplllS-1L safe matgin, the 
council felt. The trust threatened patent suits but none mate­
rialized. Before the cooperators began to build their plant, they 
made sure that essential patents had expired and they felt they 
were running only a minor legal risk. 

So remaekable was Luma's success that English cooperators 
began to discuss the possibility of a similae venture. And 
prompdy the price of light bulbs in England dropped about ten 
cents. In the first yeat of its operation the Luma plant turned 
Qut neaely 3,000,000 lamps. The "profit" on this production, 
with the exception of sufficient bookkeeping reserves, was paid 
out in dividends to the purchasers of the three. million lamps 
through the five member wholesales. There were suggestions 
from several sources that the capacity of Luma should be in­
creased and that it should then export cooperative lamps to 
European wholesale societies. But these suggestions were never 
seriously considered, for, although such an export trade might 
have been entirely feasible, this would have put the interna­
tional society in competition on a profit-making basis with pri-
vate industry. . 

By various means the coOperative leaders in Scandinavia 
sought to make consumers understand the true significance of 
Luma's success and the advantages to be realized from coOpera­
tion. For example, one laege colored poster advertising Luma 
bulbs included a graph showing how the price chaeged by the 
trust dropped even before the Luma plant went into operation. 
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Another poster carried the price paid in England and the price 
paid in Sweden for the same bulb, the significant difference of 
nearly twenty-five cents being the gain from cooperation. Still 
another poster pointed out that the Luma bulbs were manufac­
tured to test for 1,500 hours and the trust's lamps for 1,000 
hours. 

Hedberg wrote in a pamphlet: 

But even greater importance attaches to Luma as a practical example 
of the coOperative movement's power, disregarding national boundaries, 
to set up industtial undertakings to be owned in common by several 
national cooperative wholesale societies. Such international cooperation 
is urgently-needed In these d"¥5 in several fields; the private manufac­
turers are steadily being welded more and more into vast international 
combines; tOO often with monopolist aspirations. Against these the co- . 
operative movement is powerless if it cannot overcome its nationalism. 

Just as the local stores need their common national wholesale so­
ciety to provide supplies and to manufacture more efliciently and ec0-

nomically, so do the national wholesales in their turn need common 
inte,!,~on~terprises tor defendmg the cO-,,"ll!I!~_agaJns~ the _~~­
increasing power-orinternational trusts @d cartels. The fight against 
monopOlY-anaIDonoj>OlisTprOclivicl .. c;;;.,ot be waged to any purpose 
with tumult and with shouting, nor with sonorous phrases and big 
words. The unwearying, inconspicuous toil on details and the stub­
born, resolute cohesion that have hitherto brought victory and progress 
to the coOperative standard continue the soundest ractics in this larger 
field. 

Production during the second year, 1934, showed a vety 
satisfaCtory increase. Total purchase of Luma lamps rose from 
1,340,000 kronor in 1933 to 1,810,000 in 1934. In the second 
yeatI.uma turned out approximately 3,500,000 lamps, an in­
crease of about 30 per cent. Besides ordinary bulbs for houSe­
hold use Luma now manufaCtures motor car lamps and a half 
dozen other special types. During the second year there were no 
price increases. On the basis of price reductions brought about 
through the inception of Luma, the cooperatives can claim, and 
with good reason, a saving to the consuming public of five mil­
lion kronor a year, realized on the ten million lamps sold an­
nually, 
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At the present rate of production Luma is able to satisfy 

about one third of the total demand for elecuic lamps in 
Sweden. Kaually in 1934 the cooperative plant supplied about 
22 per cent of Swedish demand. The balance of Sweden's share 
of the production was exported to the Argentine, Brazil, Ice­
land, Egypt, and Bulgaria in exchange for goods imported by 
Kooperativa Forbundet. And a certain proportion of Luma 
lamps in Sweden, Norway, Denmark, and Finland are sold to 
noncooperative customers. 

This last is a significant development. During the past three 
years, as cooperators have ventured into more and more com­
plex fields of production, there has risen the issue of whether it 
is possible to deviate from the line of true cooperation, into the 
sphere of profit making, and yet maintain the fundamencal 
basis on which the movement was founded. It has proved diffi­
cult, or impossible, to plan production, in those fields in which 
large scale operation is essential, in such a way that the entire 
output will be absorbed at the srart by cooperative buyers. And 
yet it was in those very fields that monopoly challenged the 
progress of the cooperatives. The leaders of the movement felt 
compelled to accept that challenge although they were well 
aware that they were venturing upon a dubious and even dan­
gerous course. 

The firSt venture into mass production requiring sales far 
beyond the limits of the cooperative movement came about with 
the purchase by K.F. in ~ of a vegetable oil factory in the 
south of Sweden. The reason for thiS new venture and the cir­
cumstances surrounding it illustrate the present course of the 
cooperative movement in Sweden and showwhat may heirs 
chief function in the national economy. . .... ---

'The ~inli;:plantwasoonstructed by private business in 
1928 outside the powerful European oil and margarine com­
bine, "Unilever." And immediately after it began production, 
of course, it encountered a kind of competition that no inde­
pendent company with limited resources can meet. "Unilever" 
simply cut prices below cost in those trade areas where the new 
company had begun to make inroads. The Swedish firm was 
inevitably forced out of business. 



AN INTERNATIONAL COOPERATWB 43 
K.F., at Johansson's initiative, came to the rescue. Coopera­

tors could not ignore the existence of a combine that was in a 
position to dominate the price of an essential food supply, Jo­
hansson and the other leaders argued. This was the familiar 
argument brought forward in the past on behalf of those earlier 
and smaller experiments in production. But now it was pro­
posed that K.F. join forces with other elements within the 
country, certain private interests, that were also desirous of 
breaking the hold of the trust. And it was on the basis of a 
more or less dear understanding with the other interests that 
K.F. entered the deal for the Karlshamn plant. 

What the coOperative directors said, in effect, was this. Here 
is an international ttust that is harmful to our national econ­
omy. Because of the very nature of production in this field, it 
cannot be undertaken on a wholly cooperative basis; production' 
to be profitable must be on so large a scale that. cooperative 
consumers alone could never buy the output. Nevertheless we 
cannot overlook the fact that this combine is able to create an 
artificial price level for a commodity essential ro almost every 
citizen in the land. Therefore the time has come to unite with 
other forces that are seeking to break this combine. 

That was the theory. Beginning with an understanding with 
private business in Sweden, K.F. proceeded on a vigorous cam­
paign to line up every group that might have an interest in 
seeing the power of the trust broken, both at home among c0-

operators and noncooperators and abroad among cooperative 
organizations. The Karlshamn plant was large and modem in 
every respect, and K.F. began with a production schedule on a 
scale that assumed the greater proportion of the output would 
be sold to private business. Thus although it would supply all 
the oil required by K.F.' s own margarine factory this would be 
but a small fraction of the output. 

In the first two years of operation the Karlshamn plant has 
been so successful that its activities have been expanded. It has 
rerurned a profit, most of which has gone into K.F.' s reserve 
fund as capital for other future ventures. While there is no 
record of exactly how much has gone into channels of private 
trade, the following table, showing the distribution of produc-
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tion in 1933, expressed in meuic tons, makes clear what a small 
proportion of the total output has been absorbed by Swedish 
cooperators: 

CATTLE FODDER 
Bxportl. Kooperlllifl4 Nlllio1l4l 

,ooperlllw. Porb'lNd" tUltl Union of 
orgtmiuJions S.I.,lo 10m. Sw,dish P4fmlfs' 
ana P,i1l41, "i1JaI. &ODSII1RerT Coopnlllw, 
flulomns ellJtomers coopertllifJ' PllrchtUing 

.br.flIl in Sw.den soti.ti,s SO&i81;'1 TOTAL 

40,263 12,617 2,n1 5,366 60,997 

OIL 

4,475 8,238 7,995 None 20,708 

How much ·of the 40,263 tons in the first coluiDn went to pri­
vate purchasers and how much to cooperators is not specified 
but considerably more than half of what was absorbed in 
Sweden went into private uade. In 1934 the total output of 
the Karlshamn plant was increased to 112,000 tons, of which 
53,000 were exported to twenty-two different counuies. This 
has been accomplished, coOperative leaders point out, without 
tariff or any kind of state subsidy, either direct or indirect. 

Under similar circumstances KF. undertook th~manufacture 
of cash registers, marking a departure, and a radi~L aep~e 
it is; from--meproductionoLconsumer goods to the pro.Guaw!! 
ClEapita[ goo_ds: Here, too, a powerfUl.1nteiilationaleombine, 
dominated by the National Cash Register Company in the 
United States and the Krupp interests in Germany, was respon­
sible, cooperative leaders believed, for fixing the price level. 
The price of cash registers in Sweden was exuemely high and 
therefore, as early as 1928, K.F. put technicians to work to de­
termine the feasibility of perfecting and manufacturing a cash 
register for the Swedish market. 

In 1932 the first cash register was turned out by chis new co­
operative indusuy. Two years later production was at the rate 
of forty-two a week. The different partS of the machine are 
made by engineering firms in various pans of Sweden and the 
partS are then sent to Stockholm to be assembled in the coOpera­
tive faCtory. K.F. is at present able to sell its cash register for 
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about balf the price charged by the National Cash Register­
Krupp combine. Here again cooperative enterprise was not 
large enough to absorb the entire output and even before b~ 
ginning manufactUre, private business firms were appealed to. 
Results of the first year of operation were startling. In 1932 
imports of cash registers had amounted to about 1,000,000 kr0-
nor; for the following year they totaled 560,000 kronor. 

The K.F. cash register has been sold in Finland, Norway, 
Denmark, Czechoslovakia, France, and Great Britain, chiefly 
to coOperative organizations. Virtually no sales overhead is in­
volved. K.F. has a close relationship with coOperative units in 
all European countries; theit objective is the same; it is merely 
necessary to state the price and the workmanship of the ma­
chine. Numerous inquiries have come from other countries and 
even American cooperators traveling in Sweden have inquired 
about the possibiliry of importing cooperative cash registers. 

K.F. is just !loW _unclerg()ing~l'hase of extraordin~exp:::­
sion;-Piciduction of tires, and partlCUIarlYbicycIemes, at e 
Gislaved faaory has been increased during the paSt1liree years, 
with a total output from 1932 to 1934 inclusive of 140,000 
automobile tires. In 1933 K.F. acquired a second rubber faaory, 
at Viskafors, employing 350 workers against the 1,100 at Gis­
laved. But in the first year under K.F. the number of employees 
at Viskafors was increased to 491. The latter plant specializes 
in rubber soles, rubber heels, and other unitS for K.F.' s shoe 
faaories. As with the oil plant and the cash register faaory, 
production is on a scale that calls for some exports, either to 
coOperators or noncooperators, and for domestic sales outSide 
the limits of the cooperative movement. 

In the boldest stroke thus far, K.F. in June of 1935 acquired 
one of the twO largest department stores in Stockholm, PauiU. 
BergstrOm's, known to the Stockholm shopper as PUB. This is 
second in size only to the great Norruska Kompaniet and is 
just as modem and efficient as N.K. Clearly under cooperative 
ownership and management PUB will draw a considerable pro­
portion of its customers from outside the limits of the coopera­
tive societies. Consumers in Stockholm are looking forward to 
the sharpest competition between the two institutions. And c0-

operative leaders are confident that this latest move will draw 
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thousands of new members into th~ cooperative ranks. They 
will become members in order to receive the patronage divi­
dend to which only members are entided as well as the benefit 
of lower prices that will draw them in the first instance to PUB. 
At the outser K.F. will have the advantage of a loyal staff of 
employees built up through the intelligent labor policy of the 
private owners of the store. 

And in still anothe!._dir~on K.F. proposes to expand. At 
the 1934 congress-of cooperative dilegilteS-thimanagement 
council and board of direCtors were authorized "to determine by 
what methods the movement can mosr suitably support ~­
ish handcraf~~' K.F. has taken the first step in proposing a new 
kiiid of export group in which the General_!ixp<>rc Associatiyn 
Qfliweden and the Swedish Hanclcr~C!Qrganization would c0-
operate. At the present stage of development- It-1Snot clear just 
how closely this will be related to the coOperative movement. 
In part it is undoubtedly an expression of Albin Johansson's 
concern over the fate of the craftsman and the well·being of 
the entire economy in which the craftsman must find a place. 

K.F. has offered to contribute 500,000 kronor to this new 
organization and has suggested a general ourline to be fol­
lowed, based upon trade relations that alteady exist with pri­
vate and cooperative groups throughout the world. K.F. has 
proposed the publication at regular intervals of a ttade journal, 
in the nature of a catalogue of the craftsman's wares, to be 
printed in English, French, German, and Spanish. This publica­
tion would contain advertisements to be inserted by potential 
exporters who would pay for these advertisements out of the 
proceeds of the first sales. In addition to free publication of 
advertisements in this catalogue, members of the organization 
would receive all available information about marker condi-
tions, price levels, and so forth. . 

Private industrial and handcraft groups may become mem­
bers of the organization by contributing capital of not less than 
one hundred kronor. K.F. has agreed to furnish the necessary 
additional capital to make up a minimum sum required to start 
the organization; this would be within the limits of K.F:s 
original offer of 500,000 iqonor. The General Export Associa­
tion has given the idea favorable recommendation in a report 
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that caIls attention to the success of an earlier export scheme 
in which K.F. collaborated with private business to exchange 
produce with Persia. Hundreds of applications and promises 
of capital were received as soon as the latest plan was made 
public. 

COOperative leaders have shown an increasing tendency to 
collaborate with private business when they feel that such col­
laboration is in the interest of the consuming public. As one 
justification for the organization to improve the position of the 
craftsman, K.F. can point to the fact that there are 50,000 
craftsmen who belong to coOperative societies. 

Concern over the wisdom of these newest moves found ex­
pression at the 1934 Congress of K.F. A committee was ap­
pointed 'to study the problem. While the report of this como, 
mince offers no solution, it made plain difficulties of organiza­
tion that must be met. The committee reached the conclusion 
that the coOperative movement had achieved so much power 
and so exteusive a capital that it must undertake further ven­
tures in the interest of the national economy. At the same time 
the report emphasized that it was essential that these new ven­
tures conform with the financial principle on which the c0-

operative movement is based; that is, that all activities must 
be financed out of the organization's own capital and not out 
of borrowed funds; and furthermore that these outside activi­
ties shall never become so extensive as to overshadow the pri­
mary function of cooperation, which is to provide its members 
with the goods they need. The committee submitted the follow­
ing resolution which was unanimously adopted by the Con­
gress. 

The Thirty.fifth Congress of the COOperative Union instructs the !IWl­

agement of the Union and recommends that the affiliated societies: 
Devote their united and persistent efforts to combating monopolistic 

associations which abuse their power of controillng.prices; 
'Sttengthen and develop fruitful coO~fIIti"n ~ farmers and 

the distributive coOperative movement; 
Study the means by which the cooperative movement can best assist 

Swedish hanckrafts; 
'COOperate with the other elements that make up the Swedish econ­

omy in those spheres in which the coOperative movement has important 
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interests to protect and in which united effortS are necessary to render 
services to the whole of the economic system. 

The Congress also instructs the Ceotral Board and Executive Com­
mittee of the Union to examine more closely the question of the form 
of organization for the collaboration of the coOperative mOVement with 
the other elements in the national economy in order thar the coOpera­
tive principle Cimcerning~ the purchaserS' -rlghlto membership and to 
a share in the profits of the undertaking from which they buy their 
goods may be safeguarded. 

The last paragraph in particular shows what the leaders of 
the movement consider its function to be. But this is shown 
even more clearly in the courses of study offered bt-!lt~ __ org~. 
zation known as the Cooperativ~ Gro~ps. There IS a generar 
a"afogy between the ~role of the Groups in the coQperative 
movement and the role of the Communist party in Russia. They 
are centers where the ideology of cooperation, of production 
for use, is focused and through which new ideas and trends 
are passed along to the mass of coOperators. The groups are in 
a sense cells for the discussion and clarification of cooperative 
principles and policies, and in part, too, for the dissemination 
of propaganda. At the start too much was left to spontaneous 
enthusiasm and good will in the formation of the Groups. Axel 
Gjores had brought the idea for the Groups from England 
after extended study of cooperative methods there, and it was 
assumed that it would be sufficient merely to issue a ca11 for 
the formation of such centers. While some -Groups were 
formed, it was soon discovered that a more definite plan was 
necessary and above all a link: with the central organization 
was essential. With this in mind the Groups were reorganized, 
somewhat along the lines of the highly successful correspond. 
ence school which K.F. started ten years ago and which had 
enrolled in 1935 38,000 students in more than a hundred 
courses. 

The new Groups were built around a definite series of 
courses, in coOperation and economics, for which K.F. fur· 
nished the literature. A Group may choose ftom among ten 
major subjects as follows:, "Cooperation"; "The Production of 
Electric Lamps"; "The Problem of Monopolies"; "Coopera. 
tion and Agriculture"; ''The Financial State of Societies"; "eo-
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operation and the Economic Life of the Nation"; "Control, 
Costs, and Expenses"; "Domestic Economy"; ''The Housing 
Problem"; and "Topical Economic and Cooperative Problems." 
With each of these courses goes a special guidebook that sug­
gests the general problem for study. K.F. also furnishes from 
its own flourishing editorial department other books bearing 
upon them along with specific pamphlets and most important 
of all, a series of questions for the Group to answer after read­
ing and discussion. Each chapter of the guidebook is followed 
by three "Capital Questions." Answers to these questions are 
to be written out after a study meeting on the chapter has been 
held and'the written answer sent to K.F:s editorial department 
for correction. 

The rule for the price policy of the COOperative Movement usuaIIy is 
that the societies shall keep "common market prices." However, as the· 
consumers' societies are not inreres<ed in keeping unfair prices-"com­
mon" or not--dlis rule is very indistinct in its formulation. It must be 
regarded from an historical point of view, if the true intention is to 
be correctly understood. 

The problem of price policy is so important, and so often misun­
derstood, that it is necessary to deal thoroughly with this question. We 
start by reading . • • [here books and pamphlets, with page references, 
are cited} and discuss first the reasons why the societies shall not sell 
at their own cost price. Further, we must examine into the advantages 
and disadvantages of a PIUS;". pri<. poUry, the societies following the 
price of the private uaders, and finally we will discuss the advantages 
and disadvantages of an active price policy, the societies trying to re­
duce the common price level, * 

The guidebook, as this shows, is written very simply, in al­
most primer form. The questions are likewise simple and direct. 
"Is free competition between private shopkeepers as strong now 
as it formerly was?" "Is it reasonable for a financially strong 
and well.managed society always to follow the prices of private 
trade?" "Is it wise for the societies to try to reduce prices to 
the fullest extent rather than to create a surplus?" "Why are 
funds and dividends desirable?" Here is a capital question: 
"Which price policy should a s~ng cooperative society main-

• G.ilh Boo! I: CooP"lIIio#, chap. iv, "Th. Price Pollcy in the CoS_ 
tive Movemmt."' 
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tain?" And here from the Group in Skalhamn is a "satisfaCtory" 
answer sent to K.F. for correction: 

The price policy diHers, depending upon diHerent local circumstances 
and the financial position of the societies. For a newly established s0-

ciety it is usually important to keep "common market prices," as this 
resuIts in the society's making a big surplus and being able to create 
reserve funds, and strengthen the financial position of the society. But 
there are inscances when it cannot be consideted reasonable to follow 
common market prices--<lut own society illustrates this faa. Had Out 

society at the outset observed common market prices, the dividend 
could have been fixed at 15 or 20 per cent, and such a high dividend 
is for many reasons not suitable. When common market prices are so 
high, the society should from the beginning attempt to reduce prices, 
and such a price polity is a duty when the society has grown up to 
·financial strength. In this way the consumers' organization is serving 
the interests of society as a whole, because the private shops are pressed 
to reduce their prices. From the propaganda point of view this price 
policy is preferable, too, because OlStomers observe and appreciate at­
traaive low prices. Such an aCtive price policy is also a method of dis­
tributing wealth more equally, because ir is in some degree diminish­
ing the possibilities for creating privately owned capital and creating 
instead collectively owned capital. 

. The present direction of the movement is more or less clear, 
It can scarcely be said to be moving toward any sort of general 
collectivism. Rather; coOperative leaders seem to feel that the 
chief function of this remarkable organization of consumers, 
apart from a wholly distributive and productive one, is that of 
a brake to halt the excesses of capitalism; to prevent monopoly 
and the narrow concentration of wealth; in short to check the 
very tendencies by which capitalism tends to destroy itself. And 
in so far as the outsider may judge, the great mass of consumer 
members appear to be wholly in sympathy with this aim. 



IV 

LOW COST HOUSING 

W
HILE such analogies are of limited application, 
it is not far from the uuth to say that Sweden 
twenty years ago was in the position that the 
United States now occupies with regard to mass 

housing. There was above all the realization that private busi­
ness could not provide housing for the lowest income groups 
on the ordinary basis of private profit. Fifty years of agitation 
for slum clearance and better housing conditions had made 
that quite clear. This was the beginning of wisdom and even­
tually of a program that has resulted in large-scale building in 
Stockholm, Gothenburg, Malmo, and other cities; It has been 
said that Sweden is without slums, either in the city or the 
countty, and while this may be over-generous, that ideal has 
certainly been approximated. 

In Sweden those who were interested in promoting better 
housing had also come to the realization two decades or more 
ago that there would be little real progress until the interest of 
the group to benefit from improved housing was enlisted. And 
this, it may be noted here, is at the root of most of the reforms 
that Sweden has adopted; they are SlIi gene,is, growing out of 
a social need that has been keenly felt and insistently presented 
against a broad background of social and economic education; 
they have not, in short, been superimposed from above through 
the beneficence or the righteousness of a class that rook its own 
superiority for granted. This is a vital distinction and it has" led . 
in Sweden more often than not to the cooperative solution of 
social and economic problems. • 

It is the cooperative method, together with assistance from 
the State in a variety of ways, that has made low-cost housing 
possible in Sweden. A housing shortage that existed before the 
outbreak of the World War was made acute by an influx of 
noncombatants who sought refuge in Stockholm. Evety garret, 
evety cellar, was occupied. The threat of the slums, as a breeder 
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of cr~e, disease, and. social ~ecay, wll;S very ~c;al •. N~erous 
relIiedies had beeo UJed-PwlanthroPlc building projectS of· 
one sort and another, municipal lodging houses and municipal 
farms for the poor-but they had all proved to be temporary 
expedients or worse. Rents at the dose of the war were out­
rageo!;iSly high in all the larger cities. Real estate interests were 
combIned in what was in effect a housing trust. 

In 1916 the Stockholm Cooperative Housing Society was or­
ganized, sponsored by the Central Labor Union, a powerful 
force in the political and economic life of the country. It was 
the firSt time that prospective tenants themselves, who made 
up the new organization, had the right to determine what kind 
of housing they would have. Six years later the society had 
proved its worth by tangible accomplishments in the shape of 
a half dozen cooperative apartment houses. A national organi­
zation, the Tenants Savings Bank and Building Society, was 
formed. In Swedish this is the Hyresgasremas Sparkassa och 
Byggnads-forening, ordinarily referred to as H.S.B. 

H.S.B. has had a remarkable growth, and particulady in 
Stockholm. In that city of more than 500,000 population, 
nearly 15 per cent of all families live in cooperative apartment 
houses. Building has continued throughout the depression, the 
construction program being carefully planned and financed 
several years in advance, through 1935. As with cooperation in 
other fields, H.S.B. has competed in the open market. Members 
have been attracred by the faa that the cooperative apartment 
houses are superior to others in almost every respect, besides 
being lower in price. They are designed for light, air, con­
venience and privacy, the newer units being in the functional 
style adopted by younger Swedish architectS. The older build­
ings are somewhat more conservative in exterior design. 

One man, Sven Wallander, has played an' important part in 
the success of H.S.B. He combines remarkable skill and inven­
tiveness as an architect with a keen business sense and a ca­
pacity for organization. But although Wallander has been per­
haps the chief facror in the achievement of H.S.B., it has long 
since passed beyond the stage of dependence upon one indi­
vidual. 
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H-S.B. builds its apartment houses on three dilflrent budg­
etary levels. The first type is' known as the A-house. The hous~ 
holdet who applies, as a membet of H.S.B., for a coopetative 
apartment in an A-house must pay down 10 pet cent of the cost 
of his apartment. This deposit varies from approximately $190 
to $270 for an apartment of one room, bath, and kitchen. For 
five rooms, bath, and kitchen, the requited deposit is from 
$1070 to $1180. Rents in the A-houses vary from $125 to $215 
a year for the smallest apartments and from $700 to $865 for 
the largest. • 

In the B-houses the coopetator must pay down a 5 pel cent 
deposit, ranging from $80 to $135 for the smallest apartments 
and from $350 to $400 for the largest. Rents for B-house 
apartments range from a minimum of $120 to a maximum of 
$485 for a fiv~room apartment. Obviously the A- and B-type 
houses are not for the lowest income group. 

Prospective tenants for the Chouses pay no deposit at' all. 
This is because the state and city provide virtually the entire 
capital for this type of cooperative apartment. In constructing 
the A-type, membets furnish through their deposits 10 pet cent 
of the capital, private banks and insurance companies anothet, " 
10 to 15 pet cent and the city and state 75 to 80 per cent. For 
the B-type the members' deposits represent but 5 pet cent of 
the necessary capital, and the city and the central govecnment 
contribute correspondingly more, that is 80 to '8,5 per cent. 
While the Ctype are organized on a coOpetative basis by 
H.S.B., they are really built by the city and all member tenants 
must be approved by city authorities. 

Initial deposits made by future tenants are treated just as is 
capital from othet sources. Member tenants receive 6 pet cent 
interest annually on this deposit. They may receive this in cash 
each year, or they may receive 5 pet cent in cash, the othet 1 
per cent being the premium on a special kind of insurance 
which provides that on the death of the head of the household 
the entire deposit is returned to the family and the annual rent 
is reduced by 20 pet cent. Or a membet tenant may allow his 
interest to accumulate and be compounded to the end of a 
twenty-year period. ' 



• 
54 SWEDEN: THE MIDDLE WAY 

The $200 collected as yearly rent for a B-house apartment 
would be charged off to the following operating and financial 
costs: 

Interest on loans ............ .. 
Amortizing loans ........•..... 
Service .........•......•..•.. 
Heat and hoc water ••...•....•.. 
Repairs ..•........•....•...•. 
Reserve funds ..•.••..••....... 

,120.00 
3'.00 
21.00 
16.00 
6.'0 
1.50 

TOTAL ...•............... ,200.00 

At the end of the twenty·year period all deposits are re­
turned in full, and annual rentals are automatically decreased 
by 20 per cent. The balance of the rent, 80 per cent, goes al­
most entirely to pay the cost of the actUal upkeep and repair 
of the building. In addition to the deposit, member tenants in 
A- and B-type apartment houses are required to buy one share 
of stock in H.S.B. at $15 a share, drawing 6 per cent interest. 
This is still another source of capital. 

Each separate apartment house is a unit, affiliated with the 
cenual organization, H.S.B., in much the same way that the 
retail store societies are affiliated with the COOperative Union. 
And in the same way the various units conuol H.S.B., electing 
the members of the board of trustees that governs the cenual 
organization. Tenant members in a cooperative apartment 
house form their own organization on democratic lines, elecr­
ing committees responsible for the management of the house, 
its cleanliness, the attractiveness of the gardens that surround 
it and the well.being of the members in general. There is a 
genuine group interest which focuses attention upon the col­
lective management of the house and insures that members 
carry out the duties which have been delegated to them. In 
drawing the analogy with the Cooperative Union, it is interest­
ing to note that almost every large cooperative apartment house 
has its own cooperative store, each one a unit of the Stockholm 
society. 

Planners and designers have done much to take the curse of 
bigness off the large apartment houses built by H.S.B., called 
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familiarly "elephant" houses. To begin with they have been 
very carefully placed so that almost every window would com­
mand a pleasant oudook, of water or trees or a vista across the 
city. Two of the newest and largest houses are situated on a 
high bluff that commands a magnificent view of the city of 
Srockholm. There are balconies admirably planned for privacy 
and usually embellished with growing plants. Outer doorways 
are approached along garden pathways and borders of flower­
ing shrubs. In the interior walls heavy insulation has been em­
ployed in an cHon to make the apartments as nearly sound 
proof as possible. 

There are many coOperative advantages at the disposal of all 
the member tenants of an H.S.B. house. Cooperative laundries 
are equipped with the most modem washing machines and 
mangles. Each woman who desires it is assigned a laundry pe­
riod by the committee in charge of the laundry. The cost of 
power for the machines and gas for the mangles and special 
drying racks is a part of the general cost of the maintenance 
of the apartment building, and is prorated among all the mem­
ber tenants. In a small separate building is a device which auto­
matically beats rugs and mattresses and disposes of the dust. 

The newer apartments are of cement and are therefore, of 
course, fireproof. Incinerator shafts on each landing convey 
garbage and trash to the basement where it is burned. The win­
dows are made of SO<alled mirror glass, in one piece so that 
the view will not be obstrUcted. When the window must be 
washed, it is swung into the room. All of the floors are fitted 
with linoleum and this, too, simplifies the housekeeper's task. 
In every apartment there is a device into which a radio receiv­
ing set may be plugged to connect with a central radio that re­
distributes a variety of programs to the various flats. Inciden­
tally, it is a house rule that each new tenant must have his pos­
sessions disinfected before he moves in so that there will be no 
danger of vermin. Provision for sun·bathing is made on the 
roofs of the houses. 

Most remarkable of all are the cooperative nurseries in each 
apartment. On the top floor, they are done in white and soft 
colors, often with channing decorative detail. Here working 
mothers may leave their children, in charge of trained nursery 
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school attendants, from 6:30 in the morning to 6:30 in the 
evening, for a small sum each day. Even small babies may be 
left at the nursery, assured of the most scrupulous care. Chil­
dren are put, at the first sign of illness, in a smaIl infirmary in 
connection with each nursery. Ample play equipment and open 
air play spaces on the roof provide activity for the older young­
sters. Adult groups in many apartment houses convert a part of 
the nursery into a gymnasium in the evening and in some 
houses there are special rooms for meetings and discussion 
groups. 

H.S.B., the central society, effects important savings for each 
house through wholesale purchases of coal and other supplies. 
In many ways the central organization looks after the welfare 
of the societies that control it. H.S.B. architects have designed 
handsome modern furniture perfectly adapted to flats of various 
sizes. This furniture is moderate in cost and may be purchased 
on most favorable terms. A tactful effort is made to induce 
tenant members to buy H.S.B. furniture rather than ill adapted 
"suites" out of the department store. As a part of the propa­
ganda for good, simple things, H.S.B. has organized several 
exhibitions of model apartments in Stockholm's Town Hall. 
They are done in furniture of excellent line, essentially simple 
and yet distinguished in treatment, usually of Swedish birth 
and other native woods. The walls are finished in soft shades 
and the practical sense of the Swedes is appealed to by an 
effective demonstration of the fact that light colored walls 
mean a saving in electricity, since dark walls make it necessary 
to use lamps of higher power. And exhibitions of apartments 
attractively decorated are held in all apartment houses for sev­
etal weeks before the tenant members move in. 

Cooperative apartment houses built in 1934 and 1935 have 
been of the A- and B·type. Recently the Riksdag made avail­
able a generous appropriation for construction of low<ost 
apartments of the Ctype, to be assi~ed to householders in the 
lowest income groups who have large families. This special 
consideration for families with children has come out of a deep 
concern over the declining birth rate, one of the lowest in 
the world. Of present tenant members now occupying cOOpera­
tive apartment houses, 60.42 per cent are workers, 9.89 per cent 
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are minor officials in public and private service, 23.84 per eeot 
are derks in stores and offices, and 5.85 per cent are higher 
officials, teachers, engineers, architects, and persons in other 
professions. 

The latest statistics show what extraordinary progress H.S.B. 
has made in less than fifteen years. Throughout Sweden there 
are cooperative houses containing nearly 25,000 Bats and this, 
it must be recalled, in a country which is preponderandy rural. 
In Stockholm alone there are seventy-eight H.S.B. aparttnent 
houses in which some 65,000 people live. About $90,000,000 
has been spent on low<ost housing, by the state and its p0-
litical subdivisions and through cooperatives such as H.S.B. 
This is nearly $15 for every man, woman, and child in the coun­
try. A comparable expenditure in the United States would be. 
nearly twO billion dollars, and that for urban housing alone. 

H.S.B. is not the only coOperative housing organization in 
Sweden. Another architect who also combines great talent in 
his profession with broad social vision, Sven Markelius, has 
designed an apartment house in which the tenant members live 
on an even more cooperative basis than in the H.S.B. houses. In 
this new apartment house a cooperative kitchen supplies food 
to tenants in the fifty-seven apartments; cooperative servants 
take care of the apartments daily; children of tenant members 
may be kept by the day or through the entire twenty-four hours 
in a cooperative nursery. 

Primarily Markelius designed the house for families in which 
both husband and wife are employed. In Stockholm, according 
to the 1930 census, 25.1 per cent of all married women are 
professional workers. No one, Markelius felt, had considered 
their real needs and desires in housing. Their entrance into pro­
fessional and business life having occurred during the past twO 
decades, they were compelled to adjust a career to the old 
style of living, frequendy assuming the burden of both house­
hold and job. Markelius' Kollektivhus was designed to relieve 
the working wife and mother of all household responsibilities 
and at a cost within reach of families with relatively small in­
comes. 

Returning from her job, as .a typist, say, the housewife 
consults the menu of the day sent up from the cooperative 
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kitchen. She and her husband and their two children may have 
their meal sent to their apartment by dwnb-waiter or they may 
go down to the public dining room. Because it is a public din­
ing room, serving excellent food, it is possible to have a rather 
wide cl}oice of food. Having rested a little, she may send down 
to the nursery for her children. The cost by the day for their 
care is about one krona, that is apptoximately twenty-five cents 
in terms of current exchange, and they are under the care of 
trained child specialists. It is possihle that if the aparanent is 
small, the children may go back to the nursery for the night, 
at a very slight additional cost. Likewise older children are 
under the supervision of trained adults when they return from 
school and they, too, may sleep in the special children's quar-
ters rather than in the family apartment. . 

The apartments, most of them small units, are designed with 
a great deal of llexibility so that by the use of screens, curtains, 
and couches that open into beds every possible advantage may 
be taken of all availahle space. There are also one-room apart­
ments for single men and women. All apartments, except the 
one-room units, have kitchenettes, equipped with gas stove and 
refrigerator, where the tenant may prepare meals if she so 
prefers. The interiors, in the modem style, are very pleasant, 
particularly the restaurant and bar and the nursery. On the 
roof is a landscaped terrace for sun-bathing with a shower 
room. 

Kollektivhus, completed in 1935, was opened with an un­
usual exhibition, leading architects and decorators being in­
vited to decorate aparanents for typical families chosen by 
Markelius and his associates. Thus one apartment was designed 
for a telephone worker, his wife, a fitter in a Stoekholm dress 
shop, and their two children. The designer knew everything 
about this family before he planned the aparanent, their in­
come, how they would live, their tastes. And the visitor to the 
exhibit saw not only the completed aparanent hut photographs 
of the family in the apartment, as it would be lived in. 

Kollektivhus was financed on much the same plan as the 
H.S.B. aparunent houses. It cost about $250,000 which included 
the cost of the site. Approximately a tenth of this was advanced 
by the government, and prospective tenant members put up an-
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odler tenth. A part of the balance was furnished by the banks 
and by ordinary credit sources. The remainder was advanced 

• by the contractOr. For the smallest Hat, one room, balcony and 
bath, the down payment is 612 kronor, about $165, and the 
annual rent is $ 13 5. For the largest apamnents, the equivalent 
of three to four rooms, kitchenette, bath, and balcony, the down 
payment is about $450 and the annual rental $350. In a sense 
Kollektivhus is an experiment. But the enthusiasm with which 
it has been received makes it seem probable that other similar 
units will be built. 

The COOperative Union has built one community of coOpera­
tive houses, for the employees of the Three Crowns Hour mill; 
This colony is beautifully situated on a wooded hillside over­
looking the water. Rows of single-family houses are built upon 
terraces in such a way that each row commands an unbroken 
view of woods and water. On the highest terrace is a three story 
apamnent building. This is a logical corollary of the· activities 
of the Union, and other similar communities will doubdess 
grow up about K.F:s newer industries. 

Quite apart from the central government and the coOpera­
tives, the city of Stockholm has made its own frontal attack 
upon the housing problem and with a large measure of success. 
With a foresight that seems litde short of amazing, the city in 
1904 began to buy up large traces of land near the city limits. 
This was before the expansion that followed upon the develop­
ment of new industries and the boom that came during the war. 
Land prices were not high. Up to the present time the city has 
acquired about 20,000 acres located within a radius of nine 
miles from the center of the town. The total cost involved in 
these land purchases has been about $6,000,000. 

As the city grew increasingly crowded, one excellent use 
was found for the land. Stockholm's Colony Gardens were de­
veloped on traces owned by the city. These gardens illustrate 
vety well the effort that has been made in Sweden to strike a 
balance between the past and the present; between a rural or 
semirural existence in which virtually the entire population was 
engaged in producing the immediate necessities of life and the 
modern, industrial world in which the things that men produce 
are remote from both their conception and their own imme-
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diate ability. Small garden plots were assigned, for little or no 
rent, ro workingmen who lived in crowded city tenements. Here 
they could spend their Sundays or the long, light evenings in 
summer, raising Bowers and vegetables. 

The whole family came ro luxuriate in the air and space of 
the country, and dig in the earth. Miniature houses were built 
on these plots ro safeguard rools and garden supplies or ro 
shelter the gardener and his family in the face of a sudden 
storm. In that splendid novel, Our Daily Bread, Giista Larsson 
has shown how much the Colony Gardens meant to Swedish 
workers. They provided an interval of peace and quiet; but, 
more than that, a sense of independence and achievement that 
a man could not get from a machine, went with these garden 
plots. 

They were in a sense a preparation for the "Magic House" 
project that Srockholm started in 1926. The city's "Magic 
House" has lived up ro its name. It is a pre-fabricated house 
sold on the basis of th~ cost of the materials, and assembled 
with the labor of the purchaser. In less than ten years the 
"Magic House" plan has provided comfortable suburban homes 
for more than 50,000 people, and at a lower cost than any other 
housing scheme -in Europe. 
. The prospective purchaser of one of the city's "Magic 
Houses" goes to the Small House Bureau in the Town Hall and 
there fills out a lengthy application blank. His name will be 
put upon a waiting list, for "Magic Houses" are so desirable 
that the bureau is able ro choose from the list those who will 
obtain the greatest good from moving from crowded districts 
of the city ro the suburbs. Each applicant is investigated and 
fust preference is given ro families with children. Facrory work­
ers and others with jobs that keep them indoors are also in a 
preferred class. Again preference is shown ro families whose 
income is within a range of $800 ro $1300 a year. And since 
actUal construction of the Magic House must be done in con­
siderable part by the purchaser, those who are old or infirm are 
ruled out. Because it has always been possible ro choose from 
a long list of applicants, the city has obtained a more or less 
homogeneous group of families with small incomes and rela­
tively steady employment. 
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About 60 per cent of "Magic House" owners, as the follow-

ing table shows, are engaged in indoor work: . 

Common laborers •.•..•......••..•.. 3.6 
Other laborers ..................... 22.7 
Construction workers ..••.......•.... 23.1 
Industrial workers •...• ,'............ 16.0 
Railroad and street car workers ........ 11.0 
Business employees .................. 2.7 
Artisans .. .. .. .. .. . .. . .. .. .. . .. .. . 6.0 
Foremen .......................... 2.7 
Military ............ ........ ....... .2 
Civil service employees ..•.....•..•.. 11.8 
Unspeci6.ed ........................ .2 

TOTAL 100.0 

The down payment for a "Magic House" is $80, and' the 
prospective owner contributes through his own labor in the 
erection of the house about $270, which is about half of the 
totailabor cost. He does not buy his lot; instead he leases it 
from the city for sixty years, with the option, under certain con­
ditions, of renewing the lease should the city have no other 
plans for the use of the land. H the lease is terminated at the 
end of the sixty-year term, the city musr redeem all improve­
ments at a fair valuation;The lease may be transferred to legal 
heirs in the event of the owner's death and in other respects, 
too, it is more binding than an ordinary contract. 

For his lot the home owner pays an annual rental of about 
5 per cent of the value of the land. At present, rhls rental varies 
between slighdy less than one cent and three cents, the average 
being about one and two-tenths cents, a square foot a year, de­
pending upon the location and the price paid by the city for 
the land. Because these are not subsistence homesteads, in the 
sense that the owner must raise p,roduce to augment his cash 
income, the average lot is only of ordinary size, suflicient for 
a house, vegetable and flower garden, and small lawn. The 
usual size for the larger type of residence is about 7,500 square 
feet and for the small houses the size of the lot ranges from 
4,200 to 6,000 square feet. The city has provided large tracts 
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for public parks, playgrounds, and swimming pools, appor­
tioning the land so judiciously that each area is provided with 
recreation spaces conveniendy at hand. 

The "Magic House" plan was not adopted until after several 
other housing schemes had proved unsuccessful. First the city 
arranged to have private contractors build suburban houses on 
city-owned land, on the basis of a 25 per cent down payment, 
the balance in a loan guaranteed by the city. It was soon ob­
vious that the income group most in need of housing could not 
possibly manage the 25 per cent down payment, and the city 
began to cast about for another scheme. All it first took shape, 
the new plan was to build the most rudimentary kind of small 
houses equipped with few modern conveniences. But a survey 
made by housing· expertS for the city of the so-called "jungle 
suburbs" surrounding other European capitals caused a com­
plete change in this plan. The "Magic House," the city de­
cided, should contain every modern convenience, including elec­
tricity, bath, toilet, central heating system, gas stove, sewer 
connection, and city water. It was to be a "Magic House" not 
only in the swift facility with which it would go up but in the 
ease of living which the occupants of the finished house would 
enjoy. 
. When the city has received the initial down payment of $80 
from the prospective home owner, there is established in his 
favor by the city a credit account sullicient to cover the cost of 
materials above the amount of his cash payment. The amount 
of this credit varies, of course, according to the type of house 
selected and it may be paid off in annual installments over a 
period of thirty years. All security for this loan, the city takes a 
first mortgage on the house. Included in the amount that the 
home owner pays on this thirty-year basis is the cost to the city 
of administration, of instructors who give assistance in the 
erection of the houses and other overhead charges. Thus the 
taxpayer in Stockholm does not contribute in any manner what­
soever to this housing scheme, nor is the home owner in any 
way subsidized by the city.· . 

Actually the credit granted by the city represents about 90 
per cent of the estimated. COSt of the home. Most of the re­
maining 10 per cent is represented by the value of die labor 
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contributed by the home owner. Throughout the construction 
period the city exercises the strictest supervision over the way 
in which the home builder uses the credit he has been granted. 
For, of course, the value of the city· s mongage on the propeny 
depends upon the quality of construction and the elimination of 
waste in materials and labor. If the entire credit is not used, 
the city sometimes allows the builder to !?lake additions that 
naturally add to the value of the house. Sixty per cent of the 
homes have garages, for example, and in many instances 
glassed.in sun porches have been added. Often through the 
special skill of the builder a substantial saving on labor costs 
makes additional improvements possible. 

When the contract is finally signed, there is tremendous ex­
citement in the family of the prospective home owner. They 
have leased the lot and made a first payment on the materials . 
for a house, and now it is up to them to build it. Early and late 
the whole family works, and brothers and cousins and uncles 
volunteer their services, somewhat after the fashion of a mid­
dle-western barn·raising. First the cellar must be dug, follow­
ing the careful instructions contained in the handbook provided 
by the city. If difficulties, such as rock requiring blasting, are 
encountered, the city takes over and prorates the added cost 
among all the houses, so that no one individual is penalized. 
When the excavation is completed, the aerated blocks for con­
struction of the basement wall are delivereci and the prospec­
tive householder turns mason, under the supervision of inspec­
tors employed by the city. Because the basement is used for 
food storage, bathroom, laundry, workroom, and garage, great 
care is taken in waterproofing the foundation. 

On every side "Magic Houses" are going up. The head of 
the household comes direct from his work to the site of the 
new house. The older children may be there already, prepared 
to help or merely to become acquainted with the new neigh­
borhood. In the late afternoon the wife arrives with a hamper 
of lunch and the whole family has a picnic supper on the site 
where the house will rise. Nearby are other similar groups, and 
children and grownups strike up early friendships with future 
neighbors. 

The joists and the Booring arrive from the factory all cut to 
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exact size and numbered in accord with the det;Uled plan that 
the householder must follow. When the foundation work is 
completed, the ready-made wooden wall sections are installed 
and here expert workmen are usually required. ExpertS are 
needed in most instances, roo, for the installation of electric 
wiring, water pipes, and plumbing fixtures and to do the sheer­
iron and glazing work. As the work progresses through the 
summer and early fall, numerous small tasks fall to the lot of 
the children. The wife, too, does her share, with a paintbrush 
or even a hammer and a saw. At last the head of the house­
hold, is on top of the roof laying the tiles. The weather strip­
ping is all in place. The instrUctor, who has checked up on 
every derail as constrUction has gone forward, will come only 
once more. The kitchen cabiner, closer, and shelves, all finished 
at the factory, have been installed and a housewarming is close 
at hand. The "Magic House" has taken shape in a few short 
months under the eyes of the family that will occupy it. 

If it is a house of Type No. I, it contains in the basement a 
bath and toilet, laundry equipment, two closetS for food stor­
age, furnace, and coal bin; on the first floor is a hall, kitchen 
and living room; and on the second floor, hall, closet, and large 
bedtoom. In the next size, Type No.2, the basement has in 
addition a garage or workshop of generous proportions; there 
is a dining room on the first floor, and the second floor has twO 

bedrooms instead of one. The two sizes next in order contain 
the same number of rooms but they are a little larger. 

The saving effected by installing the bathroom fixtures in 
the basement is sufficient to justify this minor inconvenience. 
These are not, it must be remembered, in any sense jerry-built 
houses. They are made to stand the rigors of a severe northern 
winter. When they are completed, they comply in every respect 
with Stockholm's strict building laws. 

Proof of the success of the plan is the fact that during the 
depression only two houses were sold at sheriff's sale, and they 
found immediate purchasers. Axel Dahlberg, directOr of the 
Real Estate Department of the City of Stockholm, has been 
very active in developing the "Magic House" plan since it 
started and he has without doubt had a great deal to do with 
the rapid growth of t1iescheme. The activities of the Small 
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House Bureau, within the Real Estate Department, are kept out 
of politics and are not affected by changing administrations 
since employees are chosen by the merit system. 

The city authorities make it plain to the householder that 
he must meet his financial obligations each month just as 

. though he were dealing with a private firm. Perhaps because 
the investigation of prospective home owners has been so thor-

. ough, the city's losses have been negligible. For .;1.934 the Real 
Estate Deparonent of the City of Stockholm reported a surplus 
of 817,000 kronor on its operations which went into the city's 
general surplus for that year, amounting to a total of 13,500,-
000 kronor, 

.Anyone who has seen the handsome, scrubbed cottages of 
Dalecarlia, the dean, modem homes of the miners at Kiruna, 
or the tiny waterside villas built br the workingmen of Stock­
holm on all the islan~s of th~rpe!agQJ must realize that 
the Swedes have a special capaaty odiome making and home 
ownership. There has been this to build on in any housing pro­
gram, cooperative or state. 



V 

THE STATE IN INDUSTRY 

/ It is at the heart of what has been for many years S
TATE ownership is deeply rooted in the Swedish past. 

Sweden's principal business-forestry and the indus­
tries that are built upon wood and wood derivatives. 

Long before wood pulp became an important faaor in world 
trade, the state had its own forest lands. With ownc:~IUP-!l~nt 
a popular sense of resJ'Ol!sibilitl'J~r_pr~C!VinB-l!jUIl~am~tJ 
sourcC;_OL!!ati:OML:w:ealm. This early responsibility. has de­
veloped for more than a century and a half, evolving into a 
conservation program designed to perpetuate a system of for­
ests which will produce a constant yield of timber. 

The beginning of conservation was in 1600 when the first 
national forest law was passed. Ever since that time the state 
has been strengthening the terms of its guardianship over the 
forests. Likewise the wood pulp industry had an early develop­
ment, dating back: to the sixteenth century when the Klippan 
Paper Mill, still in existence, was built. With the introduction 
of the steam sawmill, there was opened up in the province of 
Norrland the most extensive, continuous area of woodland in 
Europe outside of northern Russia. 

The Swedish timber industry has grown to a place of pri­
mary importance, not only for Sweden but for Europe. Great 
Britain has been the leading customer ever since the duty on 
timber was reduced in 1821, and when this dury was abolished 
in 1866, a large share of Sweden's wood produas went to 
England. After the~Qdd._W!ll SV[eden benefited from the 
decline in the Russian timber industry and succeeded in supply­
ing-aneven"Jarger-porrlon of the English demand. 

Lumbering has long provided Swedish farmers with It source 
of cash income to augment the returns from farms that are none 
too fertile. Forest skills are passed on from generation to gen­
eration and in the slack: season on the farm scarcely a house­
hold but supplies one or more workers. They bring their own 



S'niTE INDUSTRY 6.,. 
. horses and are ordinarily employed on a- piece-work basis, .. 
Lahar employed thus year after year makes for careful and in­
telligent use of forest lands and for stability and permanence 
in an industry that is elsewhere notoriously unstable. 

Such is the condition prevailing, too, in the towns that have 
grown up around the sawmills and wood-pulp factories. Agnes 
Rothety has given a delightful description of one of these ~a!,:. 
~ll to~.Jervsobaden, as unlike what we in America under­
stancJ1)y the phrase "sawmill town" as anything could well be. 
This small, immaculate community, where life runs along such 
a pleasant and well-ordered course, and many others like it 
have been for years the basis of Sweden's industry in wood. 

Training in forestry methods and propaganda for conserva­
tion also got an early start. The State College of Forestry was 
founded in 1828, the Swedish Institute of Experimental. For. 
estry in 1902. And besides these there are fifty-five state for­
estry schools in different sections of the country. While there 
have been local laws restricting the right of the owner to dis­
pose of his timber since the middle of the fifteenth century, it 
was not until 1905 that a general law was passed requiring that 
all timber cut be replaced within a reasonable length of time. 
Another law was passed in 1923 stipulating that all forest 
ground be used for the production of timber and prohibiting 
any of it lying bare or being too sparsely planted. The private 
owner has the strongest incentive to safeguard his property, one 
section of the law requiring him to reforest if the original tim­
ber is destroyed by fire, pests, storms, or other accidents. There 
are special laws regarding "protective forests" at the timber 
line in the mountainous areas at the north and similar special 
laws favoring forests along the seacoast which are difficult to 
regenerate. 

The state husbands its own forest lands so skiJfuJJy and 
thriftily that they serve as a model for private owners. It was 
in 1752 that the national government began a general survey 
and realloanent of all land. Largely as a result of this survey 
the state acquired the bulk of the 10,793,900 acres of forest 
that it now owns. The total land area of the country, it must 
he remembered, is 102,000,000 actes, of which more than half 
is in forest. Besides the forest area that it owns outright the 
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state administers 741,000 acres belonging to the state church 
and 1,976,000 acres owned by the municipalities. Of the bal· 
ance of Sweden's forests, by far the greater part is in small 
farm holdings. Private corporations, most of them in the wood· 
pulp industry, own 15,511,600 acres. 

These private companies are not allowed under the law to 
increase their acreage by purchase from other classes of owners. 
In contrast, the state is continually adding to its holdings, par· 
ticularly in the south, where the most profitable forest areas 
are found. The primary aim is to build up tracts large enough 
to form independent units for profitable forestry by state for· 
esters. Small wooded estates have been acquired only when they 
have adjoined other state forest lands. These purchases have 
been made for the most part with funds from the sale of small 
farms that have belonged to the state. A great deal of the gov· 
ernment's timber is in the north, situated in the interior and 
in the higher mountain areas where it -is of- slight value at 
present. 

In the lumber business the state coml'_e~~~:qu~ _terms 
w.i~ privat4:co!1lpanie~. On the amount of its gross income the 
state pays local taxes to the various provinces in which the 
forests are situated, as well as the general tax to the central 
government. Together these amount to about 10 per cent of the 
gross income from the state forests. To take two prosperous 
years, before the wood-pulp industry was affected by the world· 
wide depression, the state forests yielded in 1926 a profit of 
approximately $3,024,000 and in 1928 a profit of $4,320,000. 

The Board of Crown Lands and Forests in Stockholm ad· 
ministers the state forests with the objective of realizing each 
year an amount of revenue commensurate with conservative 
methods of forestry. Districr foresters, trained in the special 
forestry schools that are distributed throughout Sweden, are 
direcrIy in charge of the work in each of 600 districts. The for­
ester follows a working schedule laid down by the board but 
this schedule allows considerable latitude for the judgment of 
the individual official. Similarly the big private companies have 
put their forests in charge of trained foresters who direct all op­
erations. And the state foresters keep a watchful eye on private 
operators_ Under their direction ditches are dug, brooks cleaned, 
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logging sites inspected and millions of spruce and pine seed­
lings sent out from propagating stations to be set out in pub­
lic and private areas. 

Although the state is in the timber business in competition 
with private capital, on an equal basis with no special favors 
asked or granted, the government has not entered into direct 
C2I!lpeti_tion with private mining ~!~ations. And at fuSt this 
seems diffiCUlt to understand inasmuch as the state owns the 
mining rights to the largest iron are deposits in the country. 
Instead of government ownership and operation there has 
been created a curious economic structure which over a period 
of years has mer the test that the Swedes apply: does it .work? 
And this, it may be said here, has been typical of the attitude 
of the government. There has been no arbitrary doctrine of 
State ownership per se. When it has seemed advisable, for one 
reason or another, and when it has been wholly practical, the 
state has not hesitated to enter the field of industry. Always, it 
should be added, as a competitor on equal footing, whether in 
a complex field or in a pursuit that is relatively simple and with 
a long history of public ownership, such as forestry. 

It did not seem practical to put the state into competition 
with private industry in the mining and smelting of are and 
so private initiative was allowed to function on a basis of 
limited reward, with a large share of the profits going to the 
State. The reason it was not considered practical was that min­
ing and smelting are operations requiring a relatively large 
number of employees, as compared, say, with forestry or the 
production of electric power. The argument was that if the 
state undertook to carry on this process directly, the employees, 
divided for the most part betWeen common labor and technical 
experts, would all be on civil service; there would be a greater 
possibility of bureaucratic corruption and laxity, with resulting 
ine£liciency in operation. 

Therefore the state delegated the operation of its mines to a 
private company. What happened was that the government 
went into partnership with the Grangesberg-Oxelosund Com­
pany, one of the largest industrial corporations in the country. 
in order to fotIO a new company~ Kiruna-Luossavaara Bolaget. 
usually shortened to K.L.B. This new company-half of the 
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shares belong to the state and half to Grangesberg-OxelOsund 
-was granted a long-term lease on the mining rights to the 
state's iron deposits at Kirunavaara and Gellivare, in the ex­
treme north of Sweden. Actual operation of the mines is carried 
on by Grangesberg-Oxelosund. 

Except for the period of the depression, from 1931 through 
1933, this arrangement has worked very well. With iron ex­
ports reaching new high levels it is again a source of consider­
able income to the state. The state's profit is derived from three 
sources. First comes the annual percentage royalty from the 
contract with the company. Next come the dividends on the 
shares in the company which the state holds-that is, 50 per 
cent of the total net profits of the company. And lasdy the 
state earns a profit by hauling the are over the stare-owned 
railway line from the mines to the two ports, Lulea and Narvik, 
the latter in Norway. This last source of profit was so great, 
despite the very advantageous rate which the state gave the 
company, that it was found possible to electrify the railway line 
between the two ports. It is farther north than any other elec­
trified line in the world, and the Swedes are proud that this is 
an achievement of their state. 

Both provinces and municipalities levy high taXes against 
~.L.B. By means of these taxes model mining towns were 
created. There, far to the north, where in the middle of winter 
the sun scarcely rises at all, where there is at most an hour or 
two of daylight, one finds excellent public libraries, public baths 
and gymnasiums, and public lecture and concert halls. The 
workets' homes are all electrified, many of them heated by elec­
tricity and equipped with the latest labor-saving devices. 

The eighteen hundred workmen at Kiruna are said to be the 
best paid in Europe. The mines are ideally equipped to care for 
the health and comfort of the workman. When he arrives in the 
morning. having come on a street car on which he rides free of 
charge, or on his own bicycle or even in his motor car, the miner 
leaves his streer clothes in a locker and puts on his work 
clothes. At'the end of the day he takes a hot bath, a steam bath, 
and a cold bath as well as a sun bath under the ultra-violet 
lamp if he desires. It is no wonder that his wife is able to keep 
their house so immaculate. His children go to a free school 
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where they receive free dental service and special attention and 
care for their health. Hot luncheons are served in the schools 
without charge. And they are good schools that provide besides 
a rudimentary scholastic background special training to equip a 
hoy or a girl with a trade. 

Because theJron aI!~_~eell!1..C!~tlJ' pep~d,eiI-,ffi.!:~y or i!l­
directly, in ~gepart upon_a. flo~ishing !i()rld trade,!t_Vlas)ler~ 
that_the gr~test volume oCllfll:lIlploym,ent occurred_at the 
depth of the depression. It was so great in faa that the gov­
ermi:ient contemplated Illoving the unemployed miners to other 
areas during the depth of the depression. The decline in the 
world demand for iron and steel was obviously, of course, quite 
beyond the power of the Swedish government to remedy. And 
yer, ran the argument of those who believe great care should 
be exercised in extending state ownership, this obvious faa 
would have been ignored had the state been engaged in direct 
operation of the mines; the decline in mining would have be­
come a political issue and would have been met with an ex­
pedient political solution. While this argument may be based 
on a somewhat harsh premise, it serves at least as a strong re­
minder that Sweden is a small country dependent upon foreign 
trade in a capitalist world. 

The intelligent way in which Sweden is explOiting her latest 
treasure trove, the gold deposits in the Boliden mine at Vaster­
hotten, not far from the Arctic Circle, illustrates very well the 
fixed policy toward basic natural resources._l'his important de­
posit, which contains, besides gold, silver, copper, arsenic, and 
other minerals, was discovered in 1924 by the most painstaking 
scientific methods, involving the use of electro.magnetism as a 
kind of modem divining rod. This was the climax of a search 
that had begun six years before in which the state participated 
with private interests. • 

The major deposit was found on a rocky, barren farm owned 
by a widow, Margareta Lundberg, who had been struggling 
for years to wrest a living from it. .As a primary step, the 
Widow Lundberg was given a generous annuity. The first 
workmen at the site, miles from a town or railroad branch, had 
to live in camps. But roads were rapidly built and a railroad 
spur construaed to connea with the branch line from the Lap-
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land main trunk to Skelleftea on the coast. It was exuaordinary 
how rapidly an entire community came into being about the 
Boliden mine in the heart of wooded country close to the Arctic 
Circle. It was no pioneer shanty town. Kirunavaara and Gelli­
vare served at the outset as the pattern which the builders fol­
lowed, and so another model mining village came into being. 

The ore was of a puzzling type that at first offered certain 
difficulties to metallurgists. It was necessaty to build a special 
kind of smelter with what is said to be the tallest smokestack 
in Europe. The efforts of all who participated in the venture 
have been richly rewarded, particularly since the rise in the 
international gold price. 

The dividend declared in 1933 was 15 per cent and in 1934 
20 per cent. Of the net profits that year, amounting to 18,920,-
000 kronor, roughly $5,000,000, only 8,400,000 kronor were 
distributed to stockholders. The rest went for taxes, sinking 
funds, various reserve funds and, above all, to a social welfare 
fund which is intended to provide for the workers and the com­
munity when the present ore deposit is exhausted. Because of 
the high price of gold, ore was worked in 1933 which contained 
a higher percentage of gold than the estimated average for the 
entire mine and, consequendy, there was set aside for the sink­
ing fund the sum of 4,900,000 kronor as compared with 2,750,-
000 the year before. Thus it is computed that the entire value 
of the mine will be written olf well in advance of its exhaus­
tion, which according to engineers will be in 1947. The gov­
ernment has throughout exercised the closest supervision over 
the exploitation of the Boliden ore deposits, safeguarding the 
interests of the workers and the state. 

In the same district there are numerous other ore deposits, 
located by both government and private prospectors. New 
methods of treating the reserve ore will make it possible, it is 
said, to exploit deposits that at present seem unprofitable. The 
great smelter at Skelleftea is so planned that it will serve as 
the focus for ore from a wide area. It merely happens that the 
Boliden deposit is the largest and ·most conveniendy located 
find and therefore was exploited first. 

The ordinary daily output in 1934 was between twO and 
three bars of pure gold, each bar weighing twenty-seven and a 
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balf pounds. Total production in 1933 was 16,385 pounds. In 
contrast ro world gold production, slighdy less than 1,500,000 
pounds in 1932, this seems negligible, scarcely 1 per cent of 
the rotal. But nevertheless Sweden is first in Eutope in gold 
production, having taken the lead from Transylvania which 
bas held it ever since the time of the Roman Empire, more than 
two thousand years ago. And the precious metal out of the 
Boliden mine has been a helpful faaor in building up Sweden's 
gold reserves. 

What is more important, skilful technicians have been able 
to extract from Boliden ore silver, copper, and sulphut in con­
siderable amounts. About half of the silver now used in Sweden 
is of domestic production, whereas a few years ago almost the 
entire amount had to be imported. The Swedes take great 
pride in the fact that the commemorative five-kronor, pieces 
minted in bonor of the quincentenary of the Riksdag were of 
native silver and that many of the wedding gifts presented to 
Princess Ingrid and Crown Prince Frederik of Denmark were 
made of gold and silver from a Swedish mine. 

To the practical advantage of industry the Boliden mine will 
produce about 6,000 tons of copper a year, one fifth of Swedish 
consumption. And while the world price of copper is low at 
present in view of a plentiful supply, this one fifth would be 
of primary importance in the event of another world war and 
consequent embargoes on world trade. Another industrial ne­
cessity out of Boliden, which Sweden bas hitherto had to im­
port, is sulphut. Already there is a potential capacity of 50,000 
tons a year, about 70 per cent of the Swedish demand. Even­
tually, it is said, the entire demand for sulphut in its various 
forms can be met with ore from Boliden. 

The attitude of the state toward the nation's basic resoutCes 
bas serVed as a foundation on whiCh has been built the whole 
sttuctute of state-owned industry, extenCllilg in recent decades 
into"complex fields such as power production. How important 
this attitude has been in determining the success of the state's 
program it would be difficult to say, for it is impossible to ap· 
praise such imponderable faaors. But undoubtedly the public 
point of view bas been conditioned l>r th~guar~~hip-1!.1.!1t 
the central ~vemmen!"e~tablish.ecI!()Il~!~~. ()ver the riches of 
~:.---.--
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the earth. It ma~ be con.!!-~~_~_t!!_!De wild exploit~tion of 
American natur resources which the state, in a sense, aided 
and~abefteQ.How deeply thli-has affected the American atti­
tude toward the property of the Commonwealth, the public 
domain, has been painfully obvious. U only as a form of rudi­
mentary social education, the ownership in Sweden of valuable 
forest lands has been immensely worth while. Since the gov­
ernment was able to compete successfully with private enter­
prise in the timber business, the public reasoned, the state might 
with considerable assurance of success undertake to build its 
own power system. 



VI 

A NATIONAL POWER SYSTEM 

S
WEDEN is richly endowed with swift rivers that are 
broken by magnificent falls, roaring and tumbling 
along narrow channels. From rime immemorial these 
waterfalls, or a large number of them, have been owned 

by the state. And this was a faeror of great imponance when 
the government began to plan its own power system, a system 
which was to compete with private companies long established. 

The development of the state power system is an excellent 
example of public planning on a realistic basis. It is a fonn of 
"planned economy," to use a dubious phrase, in which from 
the beginning the purpose and the direction were made per­
fectly dear. The state was to compete with private power com­
panies in order to briog about lower rates and in order to pre­
vent monopoly control of this modern necessity. From the first 
the state has aimed at a comprehensive system which should be 
the core of the nation's power production. And this objective 
has never been lost sight of, so that it is possible today not only 
to look back to the beginning in 1909 but to look ahead to de­
velopments that will take place in 1945. 

There was created in 1909 a Water Power Administration, 
consisting of a central board of management, the Royal Board 
of Waterfalls, together with subordinate local administrations, 
authorized to develop a state power system. In the power field 
at that rime there was intense competition. Under Swedish law 
monopoly franchise is never granted by the central government 
and only rarely by the municipalities which have jurisdiction 
within urban areas. Two or more companies could compete in 
the same district and with the field thus open to all comers it is 
not surprising that rivalry was bitter. A state concession to oper­
ate in a district means merely the right to erect poles and String 
power lines. Similarly, a franchise within the corporate limits 
of a city or town usually means omy the right to use the streetS 
for power facilities. 
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In the face of almost unrestriaed competition the state was 
able to develop its own power resources, derermined always to 
make power plants and power lines pay their own way. Be­
cause of the imponance and the far-reaching significance of 
this venture, authority was carefully delegated berween the 
central board and the local administrations. The Royal Board 
of Waterfalls was given a considerable measure of independ­
ence and among the members of the board were several men of 
long business and engineering experience, drawn from outside 
the government. The latter do not take an aaive part in man­
agement but are called upon to help in deciding issues involv­
ing general policy. 

The largest responsibility falls upon the direaor general who 
is chairman of the board and chief of the administration and its 
staff and must therefore decide all major questions. But his job 
is facilitated by the faa that the work of the board is divided 
among five departments or bureaus, each one with certain dele­
gated powers and responsibilities. The most important of the 
five divisions is the Power Department which has charge of the 
management and operation of the power plants together with 
the interconneaing transmission SYStems and as well direas the 
sale of power, besides taking part in the preparation of plans 
for new hydraulic and steam power plants. 
. The Royal Board of Waterfalls first began a thorough in­

ventory of the water power resources of the countty. The sur­
vey, conduaed by the State Meteorological Hydrographical 
Office, which publishes the Register of Waterfalls, has thus far 
covered about 75 per cent of the water resources of the countty. 
It has been estimated that about 32,500,000,000 annual kilo­
watt hours can be produced economically in Sweden. At present 
the state contributes about 35 per cent of all power produced. 
Of the total state produaion, more than 90 per cent is water 
power. 

Briefly the development of the state's network may be traced 
here. At the heart of the system is the Central Block which 
feeds a populous and highly industrialized area in the middle 
of Sweden. The first unit in the Cenual Block, the Trollhittan 
power plant utilizing the falls of the GOta Xlv, Sweden'$1arg-
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est river from the point of view of stream flow, was completed 
in 1910. The Trollhiittan plant produces 127,000 kilowatts. 

Five years later the state completed its second major power 
plant, lilvkarleby, equipped for 67,000 kilowatts, also a unit in 
the Central Block. For a reserve, when drought should reduce 
the power available from stream flow, the state next built the 
steam plant at Viisteras. And hardly had that been completed 
when the Board of Waterfalls began to plan the hydroelectric 
development at Motala. Finally these three were linked by 
transmission lines for 77,000 volts and with the imperative de­
mand for power created by the wartime boom, another trunk 
line was construaed between Trollhiittan and Viisteras. With 
this the nucleus of the Central Block was complete. A power 
station at Lilla Eclet, utilizing the fall of the Gata lilv from 
the lowest level at Trollhiittan to the sea, was added in 1926. 
In February of 1934 the Vargon plant was completed and the 
Malfors station is under construaion to be ready for operation 
early in 1936. 

The Central Block has at present a capacity of 246,000 kilo­
watts of water power which will be increased to 270,000 with 
the completion of Malfors. Through intelligent engineering 
and skilful social planning the state has made the utmost use 
of the entire fall of the Gata River; a splendid natural resource 
put at the service of the whole people. In the evenness of the 
flow of water, attributable to the infiuence of Lake Viinem, and 
in the way in which the major falls occur, the Gata is almost 
ideally suited to power produaion on a large scale. Now the 
state is buying up riparian rights around Lake Viinem so that 
the water level, and therefore the power capacity of the river, 
can be more nearly controlled. 

Within the province of Norrland are the two other state 
power blocks, Norrfors and Porjus, the latter extending far 
beyond the Arctic Circle close to the northernmost boundary 
of Sweden. Porjus, the older, came into being in 1915 in con­
nection with the development of the great mines at Kiruna. 
The Porjus power plant can produce in a year of normal flow 
up to 500,000,000 kilowatt hours. The Norrfors hydroelectric 
plant, opened in 1926, together with the new Sillre power Sta-
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tion, which is linked with it, can produce up to 200,000,000 
kilowatt hours a year. 

lu the state became an effective competitor in the power 
field, there was a gradual, but nevertheless perceptible, down­
ward movement of rates. For the most part the state has been 
a wholesaler of power. It sells to cities and towns which in 
tum sell at retail. Gothenburg, the second city, buys state 
power. Power from the state system is sold to the state rail­
ways, an important marker. Cooperative societies in rural areas 
absorb a substantial volume of the state's production. And in 
competition with private companies the Royal Board of Water­
falls makes power conuacts with large papermills, sawmills, 
mines, and elecuo-chemical and e1ecuo-thermal indusuies. 

The state has followed the policy of selling its power at a 
low rate-representing the cost of production plus a modest 
margin of surplus. The power industty in Sweden, both public 
and private, has been rationalized on a basis of the national 
need for power, with state competition the controlling factor. 
This has been the effect of public enterprise in a countty where 
utility "regulation," as it is understood elsewhere, is all but un­
known. 

Private and public power plants are in many instances linked 
together, both conuibuting to an adequate, unified uansmission 
system serving a definite area. This kind of cooperation is diffi­
cult for the outsider, and especially the visitor from America, 
to understand. With regard to future development, there is an 
excellent illusuation of how the State and private power in­
terests have learned to cooperate since the end of the period of 
violent competition. A power line is to be conscruaed between 
Stadsforsen and Vistera, in part to serve the railway line be­
tween Storvik and Ange which is to be e1ecumed by order of 
the Riksdag. The Royal Board of Waterfalls has arranged with 
a private e1ecuical company to supply the railway with power 
until the state's new power .line shall be completed. Similar 
agreements are not uncommon. It must be realized, of course, 
that this did not come about until the state had demonsuated 
that it was a force to be reckoned with. 

One reason why the margin of surplus, "profit," from the 
public power system is small is the faa that the state recognizes 
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a social responsibility to extend power facilities into remote 
rural areas. Twenty-five years ago it was shown that it was 
practicable to extend power lines into these areas and the 
movement has contioued ever since. During the World War, 
when fuel and illuminatiog oil were difficult to obtain, elec­
trification was given a great impetus. This rapid development 
contioued because of the flourishing condition of agriculture 
during the two years immediately following the war. Progress 
has been slower since 1920. At present about 50 per cent of the 
agricultural area of Sweden is electtified. In districtS covered 
by state power systems about 60 per cent of the cultivated area 
has electticity. 

Rural electrification in Sweden is accomplished almost en­
tirEY through cooperative societies made u~ of consumersoI 
elI:£Iic power. The individual society must prOVide its oWn 
capital tObiiild a distributiog system. Each member may sub­
scribe a certain amount or the society may offer bonds in return 
for the necessary capital. In the latter event each consumer 
must pay his share of the interest and amortization. The average 
cost of the distributiog networks, about 70 kronor, more than 
$18 per tariff unit, is comparatively high because so many were 
built at a time when metal prices were advanced. At prices 
which prevailed during the depression, the cost per tariff unit 
was about 40 kronor, or approximately $10.70. 

This may be compared with the American practice in those 
few areas where societies for the cooperative distribution of 
electtic power exist. Most societies in Washington and Idaho 
require the payment of an initial membership fee, $100 or $150, 
which maybe paid, however, over a considerable period of 
time. At Rupert, Idaho, the membership fee is $100 and in 
addition each member of the society pays about $90 for the 
cost of transformer and wiring to the premises. The Ohop Val­
ley Mutual Light and Power Company, at Eatonville, Wash­
ington, purchasing power from the municipal plant at Ta­
coma, has a membership fee of $210; this includes the cost of 
running a line to the home of the individual member and that 
amount must be paid at once in cash. The relative purchasing 
power of the krona and the dollar must be taken into account 
in these comparisons. The COSt per tariff unit in Sweden prior 
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to the depression, $18.50, would be roughly equivalent to a 
cost of somewhat more than $35 a tariff unit in this country. 
The purchasing power of the krona is nearly twice that of its 
present equivalent in American currency, that is 25 cents. 

Having accumulated sufficient capital, the society then pro­
ceeds to build a network which will carry power to all the 
members of the society. Here the society has the assistance of 
the Royal Board of Waterfalls which not only plans but later 
will control the network. Besides this the Board must approve 
the rates to be charged by the society and in the contract with 
the Board the society agrees to follow certain regulations which 
the Board shall lay down. Another service that the Board per­
forms is to provide, free of charge, account books for the s0-

ciety, as well as necessary sets of forms. Experrs sent out by the 
Board assist in calculating the annual budget and in closing the 
books. In short, the role of the Board is more or less paternal­
istic inasmuch as it takes every precaution to see that the c0-

operative power systems do not get into any kind of trouble, 
either technical or financial. 

Having financed and built the network, the society is pre­
pared to take power from state plants, generally at a tension 
of 3300 volts. The network includes, besides the necessary local 
supply system, transformer stations for stepping the power 
down to low tension. The operation and upkeep of the local 
supply lines are the responsibility of the society. 

Ready to operate, the society must make a choice between 
two different wholesale rates for power. One is the industrial 
rate and the other is the rural rate. The larger cooperative so­
cieties, especially those which have a considerable industrial 
outlet or have in their districts at least one fairly large settled 
community, find it to their advantage to take the industrial 
rate. Under this rate the average cost of a kilowatr hour of 
energy to the society in 1932 was 6.35 are, or approximately 
one and three-fourths cents. The majority of societies take their 
power under the rural rate which in 1932 meant an average 
cost to the society per kilowatt hour of 7.35 are, nearly two 
cents. The size of the cooperative power societies varies widely 
but on the average a society includes 2,000 tariff units and con-
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sumes about 130,000 kilowatt hours a year, with eighty kilo­
watts the maximum demand. 

The rate paid by consumer members has become more or less 
standardized throughout the societies. As a rule payments are 
fixed at 3.50 kronor a year for each share of stock in the so­
ciety, plus eight to ten ore per kilowatt hour from January to 
April and from September to December, and four to nve ore 
during the months from May to August inclusive. This does not 
include the charge which the society must assess to meer the 
fust cost of building the local supply system. But if an indi- . 
vidual member has already paid his full share of this cost, then 
there is no additional charge on his bill. 

Electrification of Swedish households has developed to a 
remarkable degree. Here again the war, with the resultant 
scarcity of imponed fuels, furnished a strong impetus. The 
system of rates that has been worked out in many communities 
has done a great deal to bring about a generous use of elec­
tricity. In most towns and villages special rates have been intro­
duced by which current taken in excess of a certain number of 
kilowatt hours per room or square foot of floor space is supplied 
at a reduced price, ranging from six to ten ore, that is from 
about 1.6 cents to 2.7 cents. And even lower rates, phenome­
nally low rates, are found in many communities. The lowest 
rate is said to be that at Umea, three ore, less than a cent, per 
kilowatt hour. The rate at Kiruna and Malmberger is almost as 
low, 150 kronor per kilowatt and year for basic power. These 
rates are exceptional but in many other instances power is sup­
plied during special low tariff periods for water heating and 
similar purposes at from two to three ore per kilowatt hour. 

The capitalization of the state power system for 1933 was 
put at 290,600,000 kronor, on which the Royal Board of Water­
falls realized an operating pront of 16,500,000 kronor, equiva­
lent to a dividend of 5.68 per cent. For 1934 the capitalization· 
was 295,200,000 kronor, the operating pront 17,600,000, and 
the dividend rate 5.95. A more detailed analysis of the 1932 
ngures is available. This shows a capitalization of 288,500,000 
kronor and an operating pront of 15,720,000. But from the 

- latter ngure is deduaed interest O!l the state's investment, at the 
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actual state rate, 4.66 per cent, and interest on the as yet unell:­
ploited waterfalls, which have been the property of the state 
for many cenruries, at 4 per cent. These two items of interest 
total 14,642,000. Deducting these interest charges from the 
operating profit there remains a "net profit" of 1,078,000 
kronor, about $280,000. For the two following years the "net 
profit" would be somewhat larger. 

It is a small sum. But the system is not run for profit. The 
rates established by the state are predicated upon the cost of 
production plus just such a small margin. It should be noted, 
incidentally, that in arriving at this "profit" figure the state 
has followed strict accounting procedure, allowing a generous 
sum for the value of the waterfalls which cost nothing inas­
much as they have come down as a narural heritage. 

It is estimated that by 1945 the available power from the 
Central Block will be fully utilized. Supplementary power re­
quired will then be taken from the River Indalsiilven where the 
state owns important water resources. The firSt. power station to 
be constrUcted on the Indalsiilven, according to plans already 
prepared by the Royal Board of Waterfalls, will be that at 
Stadsforsen. Already the Riksdag has approved constrUction of 
a transmission line which will link the various units in the state 
power system, including the station to be built at Stadsforsen, 
in one unified whole. This line, to be ready for operation in the 
fall of 1937, will extend from the Porjus system to the Norriors 
plant, and from Norrfors, by way of the site on which the Stads­
forsen station will be constrUcted, to Viisteras. The accompany­
ing diagram shows how well the system will be coordinated 
when the new line is completed. The state power lines, linking 
together the great hydroelectric stations that the state has de­
veloped, will extend for nearly a thousand miles, from one end 
of the country to the other. 

Despite the success of the central government in the power 
field, many municipalities have developed their own plants. 
The city of Stockholm built a steam power plant in 1892, buy­
ing additional power of the state's Xlvkarleby hydroelectric 
system from 1916 to 1919. In 1918 Stockholm built its own 
hydroelectric plant at Untra Falls on the Daliilven. Besides 
this the city owns two thirds of the shares in the private com-
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pany that exploits the Lanfors Fall on the same river and in 
1926 acquired outright a portion of that fall. Stockholm in 
19;4 realized a "profit" of 2,414,000 kronor from its power 
system and 988,000 from its municipal gas works. 

It is not uncommon for a ciry to control or own a company 
which is only nominally a private company. Far to the north, 
the plant at Skelleftea is almost entirely owned by the munici­
paliry. I recall the intense pride with which the chief engineer 
related his triumph in obtaining a contract to supply the mines 
at Boliden with power over the competing bid of the Royal 
Board of Waterfalls. He was proud, toO, of his model plant 
and its efficiency. 

It is generally agreed in Sweden that W. Borgquist has con­
tributed a great deal to the success of the state power system as 
director, during the past fifteen years, of the Royal Board of 
Waterfalls. Widely known for his achievement in Sweden, he 
has been called upon by Czechoslovakia, the Irish Free State; 
and other new countries to give advice in the establishment 
of state power systemS. It is interesting to note, too; that when 
big business sought a man of high rank in the power field to 
lend his name and advice to a vast private enterprise Borgquist 
was singled out. Some years ago he was named chairman of the 
board of the L. M. Ericsson Company, manufacturers of tele­
phones and electrical apparatus, one of the largest industries in 
the country. Instead of paying a tided nonentiry to serve as 
"window dressing," as might easily have happened in England, 
for example, the Ericsson Company obtained not only the pres­
tige of Borgquist's name but his immense knowledge of power 
development. 

Largely because of the success of the state's power program 
it has been possible to electrify many hundreds of miles of rail­
road owned and operated by the government. In fact, except 
for certain small private railway companies, only state lines 
have thus far been converted to electric power. Electrification 
was begun on the line that transports iron ore from Kiruna to 
the Norwegian border, a distance of about eighry miles. This 
was completed in 1915, and eventually the line from Kiruna to 
Lule! was also electrified, making a total of about 280 miles, 
part of it well beyond the Arctic Circle. 
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Conversion of the line from Stockholm to Gothenburg, per­

haps the most imponant route in the country, was completed 
in 1926, a total of approximately 285 miles. And in the midst 
of the depression the state initiated and carried through the 
electrification of about 530 miles, from Malmo to Stockholm, 
also a most important line. The necessary power comes in part 
from the Central Block and in part from a private company. 

The Riksdag voted in 1933 to electrify an additional 580 
miles of state railroad, including the west coast line from 
Malmo to Gothenburg. This newest project will be completed 
by the end of 1936 and until 1945, when the State begins to 
develop new power resources, it will receive the greater part 
of the necessary current from private companies which have 
agreed to coOperate with the Royal Board of Waterfalls. With 
the completion of this last project, there will be in all nearly 
1,700 miles, about 40 per cent, of the railway lines of the state 
powered with electricity. Eighty per cent of the carriage on the 
state system, 50 per cent for all railway lines, public and pri­
vate, will then be done electrically. This will require, it is esti­
mated, 400,000,000 kilowatt hours a year, representing about 
8 per cent of the total energy production of Sweden. For a 
country with abundant water power and virtually no coal re­
serves such a movement obviously strengthens the internal 
economy. 

The state railways occupy a position with relation to private 
railways that is to a certain degree analogous to the relation­
ship between private and public power plants. The state rail 
system, skilfully and e1Iiciendy operated, serves to determine 
rates on the private lines. It is true, of course, that the private 
lines occupy a subsidiary position and are chielly feeders for 
the main trunks owned by the State. In recent years the State 
has been trying to work out a rational transportation system for 
the whole country, coordinating rail, motor, water, and air, and 
assigning to each its proper place. 

Motor bus competition has not been such a factOr in Sweden 
as in the United States. Perhaps the principal reason for this 
is the schedule of railway fares, whereby the rate is increasingly 
lower for each mile that one ttavels. The first mile is so much, 
the second mile fractionally less, and so on. Because of this rate 
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schedule motor busses are unable to compete effectively on long 
hauls. 

Nevertheless they have been a factor. Then, too, as with the 
elemic power system, the state has assumed the responsibility 
of sustaining rail service in remote and sparsely populated rural 
areas where the incentive of profit alone would not be sufficient 
to encourage operation. This was one of the reasons why, as 
the depression deepened, the state railways failed to earn their. 
full interest charges. The annual interest charge at 5 per cent 
on the total capital is 15,276,000 kronor; in 1931 the state rail­
ways earned a surplus of 12,864,000 kronor or 2,412,000 less 
than the fixed charges. There was marked improvement in 1934. 

Here are the figures for the three succeeding years, showing 
revenues, operating expenses and surplus, all in kronor~ 

Passenger traffic 
Freight traffic, except ore 
Lapland ore 
Other sources 

TOTALS 

Total operating costs, in· 
cluding payments to re-

1932 
61,055,000 
77,510,000 
16,907,000 
10,673,000 

166,145,000 

1933 1934 
59,969,000 65,977,000 
79,199,000 90,945,000 
16,252,000 15,963,000 
10,721,000 10,914,000 

166,141,000 183,799,000 

newal fund in kronor 153,290,000 150,.174,000 155,197,000 

SURPLUS 12,855,000 15,967,000 28,602,000 

The private railways suffered great losses from motor bus 
competition and the state was compelled to take over several 
failing lines. But even the private roads have begun to recover. 
A net loss of 2,000,000 kronor for 1933 was convened into a 
surplus of 7,000,000 kronor in 1934. Credit for a part of this 
extraordinary gain is given to a modernization program that 
has resulted in speeding up rail service. Some private lines paid 
dividends up to 5 per cent in 1934. Cities and smaller com­
munities hold controlling blockS of stock in many of these pri-
vate lines. . . 

It should be said that the Scandinavians are ardent travelers. 
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And since they are strongly conscious of their own past, their 
own traditions and background, they are given to exploring the 
Scandinavian peninsula. A large railway scation, such as that 
at Stockholm, affords a curious study in the Scandinavian tem­
perament during the holiday season. Each departing traveler 
must apparendy endure the curious and solemn ritual of fare­
well that, one suspects, goes back at least to the time of the 
Vikings. The victim sits in his compartment with the singularly 
foolish expression that marks departing travelers the world 
over while outside a knot of his friends is gathered; he has 
thanked them for their gifts, they have said everything that can 
possibly be said and still they wait; then, just as the train is 
about to pull out they put their heads together and raise four 
lusty cheers, "Rah, rah, rah, rah!" Great bursts of cheering re­
sound for each train that leaves the station .• 

From the beginning of air travel the state has seen to it that 
rail and air lines have been coOrdinated, preventing destructive 
competition between the two. Thus there is as yet no airline 
berween Srockholm and Malmo although the Swedish Aero­
transport Company has been in existence for nearly twelve 
years. The night sleeper from Stockholm connects at Malmo 
with planes for Hamburg, Berlin, Amsterdam, Paris, and lon­
don. And similarly the traveler from Malmo arrives in Stock­
holm in the morning in time to catch the plane for Helsingfors 
in Finland. --

The only line on which there is competition berween rail and 
air is that berween Malmo and Gothenburg. The air trip for 
this distance costs seventy-two kronor and the train trip forty 
kronor for first class, twenty for second, and fourteen for third. 
Inasmuch as the train rakes six hours for the journey and the 
plane one hour and twenty minutes it. would seem that the 
price was equicably adjusted between the two. Similarly, when 
air service is scatted between Stockholm and Malmo, probably 
in the spring of 1936, according to plans now in preparation, 
the traveler will pay a rather high premium for speed and there 
will be reserved for those who are content to rake a longer 
time at a lower price, travel by railroad. 

During the summer there is overnight air mail service from 
Stockholm to the continent via Malmo so that letterS mailed at 
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the central post office in the capital before 6: 30 P.M are de­
livered in Berlin, London, or Paris the next moming. This s~ 
mer service has been in effect several seasons and now work is 
under way on beacons and emergency landing fields which will 
make it possible to continue the mail line throughout the year. 

The Swedish Aerottansport Company has had a most re­
markable record for safety, not a single passenger being so 
much as scratched in the twelve years that the company has 
been in existence. Aerottansport planes flew 890,000 kilometers 
in 1934 and 1,250,000 kilomerers in 1935. Up to March 31, 
1935, 135,704 passengers had been carried. The main routes 
flown by Aerottansport are to a certain degree hazardous, par­
ticulatly that between Stockholm and Helsingfors which is over 
the innumerable rocky, wooded islands of the Swedish and 
Finnish archipelagoes. 

In May of 1935 the Riksdag voted to invest public funds in 
the Aerottansport Company, bringing it under the domination 
of the state. Prior to that time the line had received annual sub­
sidies from the government. COOrdination of ait and rail ttaflic 
would be much simpler if both forms of transportation were 
under government ownership, it was decided. With the state 
owning the majority of the stock, most of the directors are now 
appointed by the government. The state director of ait traffic 
undertook to revise, more or less experimentally, certain ait 
rates during the season of 1935. In some instances it was found 
necessary to reduce the ait rate in order to draw a larger amount 
of traffic. The Riksdag has approved the construction of several 
major aitportS, those for Eskilsmna and Orebro among others, 
and has shown great interest in plans for an ait route to north­
ernmost Sweden. 

As the state owns the major means of transportation, so also 
it owns the major lines of communication, telephone and tele­
graph. The state telephone and telegraph system continued to 
return a sizeable surplus through the depression. The telephone 
system is one of the most efficient in the wotld, proof of that 
being the fact that there are more telephones in Stockholm, 
proportionately, than in any othet European city-more than in 
many of the large cities of the United States. The cost of a full 
party line in Stockholm is about $20.50 a year to the house-
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holder. For this rate one may make an average of three out­
going calls a day and there is, of course,:no restriction oJ! the 
number of incoming calls. 

What is most extraordinary to the foreign visitor is' that one 
may make calls in French, English, and German as well as in 
Swedish through the assistance of special operators who serve 
during the tourist season. The dial system is being introduced 
in Stockholm and the larger cities. Long distance charges seem 
very modest. From Stockholm one may talk for three minutes 
to the most remote northern ptovince for as little as thirty 
cents and it is not necessary to get up in the middle of the night 
to obtain this rate. For a call to Malmo, at the southern tip, the 
charge is about eighteen cents. 

Here are operating figures for the telephone and telegraph 
system for the past twO years, in kronor: 

1933 1934 
Income 104,156,588 107.979,719 
Operating expenses 64,260,268 63,877,821 
Set aside for obsolesceoce 9,817,898 9,983,428 

TOTAL OPERATING ExPENSES 74,078,166 73,861,249 

. NET SURPLUS 30,078,422 34,118,470 
Perceotage of capital iovested, 

represeoted by surplus 8.67 9.60 

The item of operating expense does not include interest on 
the capital invested in the public communication system. If one 
deduCts from the net surplus, as shown above, interest on in­
vested capital at the state rate, 4.66 per cent, the "dividend" to 
the state on operation of the telephone and telegraph system 
would still be a substantial one. 

It is a long way from the airplane, the telephone, the raffia, 
to the dark heart of the forests of Norrland and the skills of 
the foresters passed down from one. generation to the next for 
untold centuries. And yet these two extremes come within the 

, control of the government and they are related if only in that 
they have been made to serve the interests of the whole people. 
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VII 

THE STATE AS MONOPOLIST 

TI 
state monopolies that Sweden has created rep­

resent a more complex form of public control than 
. the state ownership which has just been described. 

They represent more nearly a compromise between 
private and public ownership, a form that, in the argument of 
its proponents, unites the virtues of individual initiative and 
collective self-interest. 

In the present phase of world transition this compromise 
form has attracted wide attention and it is probable that in the 
future even greater interest will center upon such experimental 
efforts to bridge the gap between old and new. Great Britain 
has undertaken in the British Broadcasting Corporation a ma­
jor experiment in semiprivate, semipublic control over an im­
portant industry. Furthermore the British Labor Party has indi­
cated that it favors some such form for the early socialization of 
coal, the railroads, and other complex industries. What has 
been done in Sweden then with these public-private corpora­
tions has an especial significance, and particularly the steps that 
are contemplated for the future. It may well be that Sweden's 
most important contribution in economics and government lies 
here. 

Liquor and robacco were brought under a monopoly at about 
the same time. Corporations were created by law which were 
nominally private corporations. But the securities issued by 
these corporations represented only a slight fraction of their 
capitalization if they had been under outright private control. 
All the profits accruing to the two monopolies, beyond a limited 
dividend to those who hold the small amount of outstanding 
securities, go to the State. The state reserves the right to say 
who shall hold these securities. Certain of the directors on the 
boards of the two corporations are named by the state. As a 
matter of actual fact the state retains what is in effect the right 
to supervise the affairs of the two companies .• 
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I asked the present managing director of the liquor mo­

nopoly, John Bergvall, why the state had set up this system of 
private operation under state supervision. Why had not the 
state itself gone into the liquor business and the tobacco manu­
facturing business? His answer was as follows: 

In the liquor business it is essential to have very responsible em­
ployees. They must serve the public efficiently and courteously and 
they must be quite trustworthy. '!;"here must be a strong incentive to 
provide honest merchandise. We pay salaries that are somewhat above 
the level of state salaries. They are not as high as salaries in a wholly 
private corporation but they are higher than could be paid if we were 
s state enterprise. A middle salary, you understand, between public 
and private standards. 

Likewise with the secutiry of the job. Our workers have a sense of 
greater secutiry than they would have in an ordinary company, but 
they do not have the same complete secutiry. that they would have if 
they were employed by the state under Civil Service. In this respect, too, 
it is a middle course. Then, also, in a business of this nature, it is 
highly desirshle to be altogether free from recutrent political inter­
ference. 

That is why we have worked out this middle form, between the 
ownership and operation of the state and the ownership and opera­
tion of private capital. It has worked very well for us and I believe 
that other nations might profitably study this form. It does not curb 
entirely the initiative of the individual, for in this system one may rise 
to a higher salary through superior dons. The board would limit the 
salary eventually-one would never receive an excessive sa1ary-bur 
nevertheless the incentive for the individual is there. 

This seemed such a logical answer that I have given it here 
in full. Various motives led to the creation of these two mo­

. nopolies. With liquor, as is explained more fully in the follow­
ing chapter, the state was motivated in large part by the desire 
for social control over the liquor trade, and it was finally real­
ized that such control was impossible so long as there was a 
considerable element of private profit constantly impelling pri­
vate business to increase the volume of trade. 

In making tobacco a monopoly in 1915 the government was 
moved almost entirely by the need for additional revenue. An­
other reason was to keep the price of tobacco as low as possible 
in the face of the wartime blockades, but this was a secondary 



STATE MONOPOliES 91 

consideration. It was a conservative government that passed the 
law establishing an outright monopoly on the importation of 
unprocessed tobacco, the manufacrure and wholesale distribu­
tion of cigars and cigarettes. The government had to find addi­
tional revenue to start the old-age pension system and the to­
bacco monopoly appeared the simplest solution. 

The nature of the pension system should be explained here 
inasmuch as it is closely allied with the government monopo­
lies. Everyone over the age of sixteen is required to conttibute, 
in proportion to his income, to a compulsory old-age insurance 
system. The local communities are required to contribute to the 
central pension fund on behalf of those unable to make their 
own contributions. At the age of sixty-seven every citizen, re- . 
gardless of his financial status, is entided to a pension, the. 
amount depending upon the size of his contributions to the sys­
tem. This system is based upon actuarial principles and re­
quires little or no outright support from the state. 

But for those whose income fell below fifty kronor a year, the 
state provided in addition to the regular pension, 150 kronor 
to men and 140 kronor to women. The state also granted pen­
sions to those who were disabled before the age of sixty-seven 
and to widows for the support of minor children_ While the 
amounts were small, they were used in most instances to sup­
plement other forms of aid, and in the rural districts, where the 
cost of living was very low, and where cash income could be 
supplemented by small farming, they were adequate. 

It was to pay for these state contributions to the pension pro­
gram that the tobacco monopoly was ser up. The government 
owns the common stock, with a nominal value of ~l,088,OOO 
kronor. There is outstanding only 1,072,000 in preferred stock, 
paying a dividend to the private individuals who hold it of 5 
per cent. From ln5 to 19~ 1 inclusive the state received in divi­
dends from the tobacco monopoly 1,~18,560,OOO knonor which, 
even when spread over a period of sixteen years, is a consider-
able sum in the budget of any country. . 

What is equally important, the consumer can buy a good 
cigarette for the equivalent of -about twenty-five cents for 
tWenty, either Virginia or Turkish, and there are cheaper 
brands. When it is recalled that all tobacco must be imported, 
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this price seems moderate. The fact that there is a monopoly 
on the manufacture of raw tobacco does not prevent the im­
portation of cigarettes from abroad, particularly from the 
United States. A high import duty is levied upon tobacco in 
manufactured form so that the ordinaty American cigarette 
costs in Stockholm about fifty-five cents a package at par. 

Many other European governments hold tobacco monopolies. 
Some govemments have entered directly into the business of 
manufaCturing tobacco produCts and all too often their ciga­
rettes are not only bad but expensive. This may be proof that 
the Swedish practice is better in such a field-the form of a 
private company, dominated by the state, and operated pri­
marily for its profit. 

Thete is no doubt that thi~Jl~gi'yeI!.-.SWed~ an advantage 
in world trade during the depression. For example, the whole­
sale liquor monopoly is now the largest singl~buyer of foreign 
wines, particularly French wines. In ,the course of the annual 
negotiations in Paris for wine shipments, the Swedes, by merely 
suggesting that German wines and Spanish wines are also of 
excellent quality, have been able virtually to dictate import 
quotaS of Swedish lumber and newsprint to France. In the same 
way when buying tobacco Sweden has had a great deal to say 
about reciprocal purchases of Swedish prodUCts. This is su­
perior, if only in that it is simpler, to the roundabout methods 
by which diplomacy negotiates so-called trade treaties • .J]li$ 
direct barter is a fonn of world trade ~t is likely to become 
more and more common. 

A combination private-public monopoly having been success­
ful in the distribution of tobacco and liquor, it was available as 
a medium for the contrOl of radio broadcasting. The significant 
social aspects of the radio were quickly perceived by the state, 
and the Telegraph Board was given entire authority over early 
experimental broadcasting. Many interests sought from the gov­
ernment the right to broadcast. Advertising agencies were keen 
to utilize this new potential source of profit. After mature de­
liberation the govemment recognized the claims of two groups, 
the newspapers of Sweden and the manufaCturers of radio ap­
paratus. These two groups were invited to fortn a limited divi-
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dend company in partnership with the government, along the 
lines of the already existing state monopolies. 

This company, Radio Service, provides all radio programs. 
Radio listeners in Sweden never hear an advertisement. Only 
occasionally do they hear political discussion and then it is a 
round table with all factions represented. There is dissatisfac­
tion, of course, with radio programs. Some listeners complain 
that the programs are roo serious, roo dull; others insist that 
they are roo frivolous, roo trivial. Radio audiences the world 
over seem ro be notoriously disaffected. But the fact that the 
radio listener in Sweden is not constandy subjected ro some 
form of persuasion, commercial or political, would seem to 
weigh heavily in favor of the Swedish system. 

The Telegraph Board provides only the technical equipment 
for broadcasting. Revenue comes from an annual license fee of 
ten kronor, about $2.70, assessed against all radio setS. There 
are at present more than 650,000 licensed SetS, which is one 
for about every other household. The gross revenue from li­
censes is more than $1,750,000. Of this, one third is appor­
tioned ro Radio Service ro pay for the programs. This cost is 
about $500,000, including the limited dividend of 7 per cent 
paid to those who own the shares of the company-that is, the 
newspapers and the manufacturers of radio apparatus. Any un­
expended balance out of this one third, after the programs have 
been paid for and the dividend has been declared, is returned 
to the state. In addition, of course, the government receives the 
other two thirds of the amount derived from license fees. The 
state's net profit from the radio monopoly is dillicult to deter­
mine because the technical costs of broadcasting are included in 
the total costs of the Telegraph Board, which shows, at the end 
of each fiscal year, a blanket profit. 

The need to find additional revenue with which to enlarge 
the old-age pension system brought the issue of state monopo­
lies to the fore when the Social·Democrats came into power in 
1932. The compulsory contriburory phase of the system had 
worked well enough. The Central Pension Fund, into which all 
payments go, amounted at the end of 1933 to 675,000,000 
kronor, so invested as ro bring an avetage return of 4.65 per 
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cent. The number of insured was 3,822,900 and since insurance 
does not begin until the age of sixteen this included virtually 
the entire population. Even the Icing's brother, Prince Eugen, 
upon reaching the age of sixty-seven, drew his first pension pay­
ment, 10 per cent annually of all the payments he had made to 
the fund. 

The inadequacy of the pensions was, however, generally 
recognized, It was not only sound social policy but good poli­
tics for the Social-Democrats to ptopose marked increases in 
these pension rates. The maximum had been increased, for 
those who !lPplied for the state pension after 1922, to 225 
kronor to men and 215 kronor to women but even so they were 
woefully inadequate. The Social-Democrats declared that these 
payments should be increased so that no one would have to en­
dure the stigma of poor relief or the poor house. 

Conservatives answered that the old-age pension system had 
ceased to be an insurance system and that it was only a dis­
guised form of charity. They pointed out that in 1933 there was 
contributed to pensions for the destitute aged 67,133,705 
kronor, of which the central government paid 50,350,279 and 
municipalities and provinces the balance. This was in contrast 
to 7,242,499 distributed to those who had paid their premiums 
through the years. Denmark, the conservatives pointed out, had 
abandoned the entire insurance pretense and now gave straight 
pensions. 

The Social-Democrats did not argue over mere terms. They 
talked in facts and figures. The Minister of Finance, Emst Wig­
forss, in an address in Stockholm last February, estimated that 
the annual expenditure of the central government would jump 
from 57,000,000 kronor to 90,000,000 almost immediately 
under the proposed pension increases. By 1950 the cost, he 
estimated, would be 136,000,000 kronor a year. Where, he 
asked, would the additional 30,000,000 kronor for the budget 
of 1936-37 come from? It could be raised by increased taXes, 
but far more equitably, he argued, it could be obtained from 
new monopolies, in coffee and gasolioe. Just so, he pointed out, 
the conservatives had paid for the original pension system 
twenty years before out of the revenue from the monopolies in 
liquor and tobacco. 
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Now, of course, neither coffee nor gasoline is produced in 
Sweden so that the needed revenue might have been raised 
easily enough by additional duties on these two commodities. 
But this would have the immediate effect of increasing the cost 
of coffee and gasoline to the consumer. And it happens that 
coffee is the favorite drink of the majority of the voters in the 
labor and Left Wing liberal parties and an increase in the duty 
which would scarcely affect the wealthy conservatives at all 
would strike an appreciable blow at the household budget of 
the mass of the people. Coffee corresponds in Sweden to the 
home distilling privilege of the farmers in France. It is a p0-
litical symbol and a sacred one. The leaders of the left, it is 
scarcely necessary to add, treat this symbol with a profound 
respect. . 

"It is easy enough to increase the duty," the Minister of 
Finance said. "But who pays? The mass of persons with small 
incomes," 

"On the other hand," he continued, "suppose that on a kilo­
gram of coffee costing 3.50 kronor, there is a profit of 1 krona, 
and that we could save 25 per cent of that. That would give us 
ten million kronor in new state revenue. And suppose that we 
could save another 25 per cent in the cost of distribution. That 
would give us still another ten million." 

What he meant, of course, was that the state by eliminating 
the element of profit, except for a safe margin of surplus and 
by cutting out the cost of the middleman could thereby save 
20,000,000 kronor which might be used to pay for higher pen­
sions for the needy aged. This is the kind of realistic political 
argument that sties the Swedes. 

"But what about the liberty of individual initiative?" t:JJ.e 
conservatives demanded. 'Yes," Wigforss answered, "you are 
all free now to become millionaires. How much do you want 
for that freedom? Would you not rather have a little more se­
curity?" And the campaign was on. 

The possibility of international barter with monopolies in 
gasoline and coffee was an argument which the Social-Demo­
crats used effectively. It might be possible, they pointed out, to 
make an advantageous trade with Russia whereby Soviet gas0-
line would be exchanged for Swedish machinety. Because re-
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fining is, of course, an outright state monopoly in Russia, the 
SovietS would be able to bargain in the course of such a deal 
within a very flexible price range. The government would have 
to take into account the political reaction to such a deal with 
the SovietS. There is a deep-seated fear of domination by Russia 
that goes back to the long struggle for supremacy in the Baltic. 
Mothers in the more remote rural provinces say to their elm­
dren when they have been bad, "You are nothing but a little 
Russian," meaning a barbarian. 

Strong opposition to these proposed new monopolies quickly 
developed. The conservatives brought out familiar arguments 
about the rights of the individual and the value of individual 
initiative. Mass meetings were held throughout the country and 
mass petitions were circulated which nearly a million persons 
signed, according to claims of the opposition. The proposed 
monopolies were an issue in the Stockholm municipal elections 
held in the spring of 1935 in which the Sodal-Democrats lost 
a few seats to the newly reorganized People's Party, the strong­
est liberal group. But this might have been explained by the 
heavy gains which the Social-Democrats had made at the ex­
pense of the disunited liberals in previous contests. 

At the height of the dispute Albin Johansson in a public 
statement announced his opposition to the new state monopo­
lies. The conservatives welcomed him as an unexpected ally. 
But he was careful to make clear that his stand was in line with 
the view he has held for thirty years in opposition to monopoly 
price restrictions of any kind. The state has no more right to 
foster monopoly in the necessities of life than has private busi­
ness, Johansson holds, emphasizing the danger of artificial price 
restrictions with resultant high price levels and the whole 
stream of evils that flows therefrom. Johansson's announcement 
weighed heavily against the proposed monopolies, it is con­
ceded by the Social-Democrats. 

Since the Riksdag last June voted to increase the extra pen­
sion payments to the indigent aged, the monopoly issue is al­
most certain to figure in the next general election, to take place 
in the fall of 1936, if the present government does not fall be­
fore then. For additional .revenue must be found. As a tem­
porary solution a Riksdag committee has suggested higher 
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duties on liquor, coffee, tobacco, and candy rather than direct 
taxes. But the Social-Democrats will not tolerate this indirect 
sales tax on the small luxuries of the people. There is no im­
mediate need for funds. 

The new pension increases will make poor relief unnecessary 
for all but a small minority of the aged, the Social-Democrats 
maintain. The amounts to be paid still seem slight to the out­
sider but the cost of living, particularly in the rural areas, re- . 
mains fairly low. The wage level increased 80 per cent from 
19H to 19H, while the cost of living rose less than 50 per 
cent. In 1926 the hourly rate had risen by 165 per cent, as com­
pared to 1913, the daily wage by 12~ per cent and the yearly 
wage by 120 per cent. At the same time the pay of white collar 
workers increased only 92 per cent over the 1913 level. This is 
in direct contrast to the trend in the United States where the 
manual worker has received an ever-decreasing share and the 
white collar an ever larger proportion of the national income 
since 1913. Consistendy low prices have enhanced the workers' 
purchasing power in Sweden. 

The government originally proposed extra pension payments 
in proportion to the price of necessities prevailing in the various 
localities, the amounts for each of three groups being 250, ~50 
and 450 kronor, in addition to a minimum basic rate of seventy 
kronor for every one over sixty-seven years of age. In committee 
this graduated scale was struck out and there was substiruted 
for it a flat payment of 250 kronor regardless of residence. 
Gustaf Moller, Minister for Social Affairs, accepted this in the 
belief that a modest gain was better than none at all. 

The extra payment will go to an estimated ~60,000 persons, 
the maximum additional to those, a small minority, with. in­
comes under 100 kronor a year. The new rate becomes effective 
January 1, 19~ 7. For the oldest pensioners, those who applied 
for their pensions before 1922, payments from the state will be 
almost doubled. The increased grant of 250 kronor is an addi­
tion, it must be remembered, to the pension to which the indi­
vidual is entitled by virrue of the contributions he himself has 
made to the Central Pension Fund. 

The cost of the new pension payments will be 142,000,000 
kronor the first year, as compared with about 77,000,000 at 
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present. Of this increase the government will pay at present 
only about 11,000,000 and the local communities 6,500,000. 
The remainder will be met by income from the pension fund 
and the higher payments which will be required from every one 
over the age of sixteen. 

To help pay for this newest extension of the social security 
program a monopoly of the manufacture of munitions, under 
state control and with most of the profits reserved for the state, 
was also proposed. But here, as with the liquor monopoly, the 
principal moti¥e was not financial but social. A committee of 
the Riksdag appointed to study this industry soon discovered 
ramifications that linked it with world capitalism. The difficulty, 
the impossibility for the present at least, of bringing the muni­
tions business under state ownership illustrate the limitations 
that Sweden faces in any program of social or economic change 
which is more than superficial; it is after all a small country tied 
into the complex network of interlocking capitalism. 

The Riksdag committee found that the Krupp works of Ger­
many, through a dummy corporation, owned about one third 
of the shares of the Bofors Company, largest munitions manu­
facturer in Sweden, and that Flygindustri, an aviation manu­
facturing concern, was, in the words of Foreign Minister 
Sandler "nothing more than a branch of the Getman Junkers 
concern." What had happened was that when the Treaty of 
Versailles forbade the manufacture of attnS in Gettnany, the 
Bofors Company acquired certain patent rights and designs 
from Krupp in order to be able ro fill repeat orders from 
Krupp's foreign customers; in payment Bofors issued shares to 
a Swedish holding company, A.B. Boforsintressenter, organized 
February 12, 1921, with a nonentity as sole director. The charge 
was made, emanating, it is said, from the Schneider-Creusot 
munitions interests by way of the French press, that many arms 
shipments from Bofors, marked for a South American destina­
tion, never left Hamburg, the porc merely of transshipment. 
This the Bofors management indignantly denied and investiga­
tion by a Riksdag committee failed to substantiate the charge. 

The Swedish public was profoundly shocked by these dis­
closures even though the Bofors management insisted there 
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had been no German interference in the direction of the com­
pany. In the debate that followed in the Riksdag all Leftward 
and moderate parties agreed that government control of the 
munitions industry was necessary; the conservative Right 
thought that Sweden should not be the first to take such a 
srand. Leaders of the Right were of the opinion that a law 
eliminating foreign holding companies, which became effective 
July 1, 1935, was sufficient to put an end to foreign influence 
over Bofors. The Communists were for an outright government 
monopoly in munitions. 

Prime Minister Per Albin Hansson in the course of the de­
bate in the Second Chamber confronted his colleagues with the 
practical difficulties of bringing about such a monopoly. The 
situation was serious enough, he said, particularly in view of 
the attempt of another foreign power, later identified as France, 
to gain a foothold at Bofors through the powerful Schneider-. 
Creusot group. The Bofors management professed to be willing 
enough to cooperate in eliminating foreign ownership but the 
dummy who held the stock was not willing nor was Germany 
in the least interested in surrendering its strategic position. 

What carne out of this difficult situation was a compromise. 
It is such a compromise as absolutists would scorn but it is in 
the tradition of the functional compromises by means of which 
Sweden has made a slow kind of progress during the past 
twenty to thirty years. All new munitions plants, and after Janu­
ary 1, 1938, all existing munitions plants,~ must have a special 
license from the government to operate. This has been inter­
preted as giving the state the power of life and death over the 
munitions business. One of the effective arguments raised by the 
Social-Democrats on behalf of this compromise was that it ac­
corded with Sweden's formal approval of the American ·pro­
posal at Geneva ·for licensing munitions plants. 

Under the old law Swedish munitions plants were required to 
obtain only a special government license for exports. They must 
have a permit to operate under the new law and must allow a 
government inspector access to their books at all times, so that 
all orders on hand will be known to the government. The gov­
ernment also has the right to decide what constitutes materials 
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of war and to revoke licenses at any time. Furthermore, under 
the new law all agents of foreign munitions plants must obtain 
permits before they can do business in Sweden. 

It is interesting to note the pragmatic reason that the Riksdag 
investigating committee gave for rejecting. the Communist do­
mand for an outright monopoly of munitions manufaaure. Un­
der government ownership, said the committee, no export or­
ders could be 1illed and without exportS the efficiency of domes­
tic munitions plants could not be SUStained. The management of 
Bofors pointed out that it was thanks to expert technical advice 
from Krupps that Bofors had been able to maintain its high 
standards and compete on the world market. 

To comply with the new law against holding companies the 
German shares were sold to a syndicate headed by Axel Wen­
ner-Gren. Wenner-Gren is the newest Swedish ~us, his rap­
idly mounting fortune built upon a world-wide trade in devices 
which he himself has invented or perfected, particularly a mo­
chanical refrigerator that operates with gas. 

Munitions have not played an important part in Sweden's ex­
port trade. From 1927 to 1931 war materials were valued ar 
about one per cent of all Swedish exports. They represented 
only seven tenths of a per cent of Sweden's total industrial pro­
duction during that time. Since 1931, the average value of war 
goods exported has increased from 13,200,000 kronor to 20,-
300,000 kronor. 

But although the munitions business reptesents only a minute 
fraction of Sweden's economic life, it illustrates the difliculties 
that confront a stnall country dependent upon world trade and 
world finance. Swedish capitalism has dose ties with German 
capitalism. A decision to nationalize the munitions indusuy 
would have meant an intensive struggle which appatendy the 
Social-Democrats were unwilling .to face. It may be true, as 
their critics on the left so often charge, that they think too en­
tirely in terms of dependence upon world trade, But obviously, 
the Social-Democrats reply, in Sweden one cannot think in 
terms of a continent and continental self-sufficiency. 

At the last session of the Riksdag there was prolonged discus­
sion of the broadcasting monopoly. One faction was for giving 
the state outright control of the semiprivate company that now 
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has a monopoly from the government. In the end the two cham­
bers agreed to a compromise whereby the present arrangement 
will be continued, but with additional government representa­
tion in the management of the company. 

The extension of the monopoly system is certain to be a ma­
jor issue at the coming general election. How far the Social­
Democrats are willing to push this issue is a question. A large 
and vociferous opposition has developed. But it is an issue 
which the Social-Democrats cannot ignore if they are to expand' 
the program of social security which at present can hardly be 
considered liberal, even with the recent increases granted by the 
Riksdag. To finance this kind of expansion the state must levy 
funds in such a way that the very classes to be benefited by the 
social security program must not be made to pay for those bene­
fits by a tax which would certainly lower their standard of liv­
ing. It is plain that the COSt of these benefits, if they are to be of 
any real aid, must come from the wealth of the owning class. 
Both the liquor and the tobacco monopoly have demonsuated 
that that wealth is more directly reached through diversion of 
profit to the state rather than through the indirect method of a 
heavy tax upon those profits. 



VIII 

LIQUOR CONTROL THAT WORKS 

T HE efforts of the Nordic peoples to prohibit the use 
of alcohol make a singularly fascinaring chapter in 
the history of reform. This impulse toward prohibi­
tion would seem to come out of a curious dichotomy, 

a deeply buried conflict between the secret forces of good and 
evil inherent in the Nordic temperament. An unhappy irresolu­
tion has all too often resulted from this conflict, and the unfor­
tunate Nordic has gone from one violent extreme to the other. 

Sweden was very dose to prohibition in 1909. In that year 
the government issued an emergency decree, forbidding the 
manufacture and sale of intoxicants during the general strike, 
a period of almost six weeks. This seemed to have such a salu­
tary effecr on the entire poptilation that ardent prohibitionists 
decided it was time to push their cause to what seemed certain 
viCtory. They forgot, or they chose to ignore, the fact that it was 
an emergency measure and therefore no real test of prohibition. 
Their zeal prevailed and a voluntary plebiscite was conducted 
which showed 1,884,298 votes for prohibition and only 16,718 
votes against. _ 

This was in the nature of a consultative plebiscite and while 
it was not binding, the prohibitioniSts immediately set up a 
clamor for a bone-dry law. The moderate faction argued that 
although the vote for prohibition was large, it represented only 
about 51 per cent of the total voring suength of the nation. 
They insisted that the issue was far too important to be deter­
mined by such a narrow majority; that a law affecting so pro­
foundly the habits of the entire people should have the sanction 
of at least two thirds of the voters. 

It was at this point in the prohibition battle that a young 
Stockholm physician, Dr. Ivan Bratt, emerged as the leader of 
the moderates. Dr. Bratt had made a careful study of thelroJ>. 
lem of alcohol in a compleJI: society and on the basis 0 that 



UQUOR CONTROL 103 
study he had concluded not only that the enforcement of pro­
hibition was impossible but that the attempt to enforce it would 
work disastrous consequences on the general law of the land 
and on the public attitude toward the law. 

Often in a democracy, the voice of moderation is a still, small 
voice crying in the wilderness, but in this instance Dr. Bratt had 
the support of a very influential section of society. Friends at 
court and in the government did all they could to aid him in 
putting across his ideas. He began by writing a series of force-' 
£ul articles which were published in the Stockholm Dagens 
Nyhetet'. Eloquendy Dr. Bratt argued that no act could be con­
demned as a crime which many reputable citizens regarded as 
an ancient and inalienable right. This sounds rather like the de­
bate over prohibition repeal in the United States. The fact is 
that Sweden debated first and acted afterWards. 

Largely as a result of Dr. Bratt's propaganda for moderation 
the Riksdag, disposed to move cautiously in any circumstances, 
appointed a committee of eleven to study the liquor question 
and submit a report. This committee was made up of ten pro­
hibitionists and Dr. Bratt. Swedish prohibitionists are not unlike 
the American variety and yet Dr. Bratt, a minority of one, was 
able to bring the other ten members of the committee around to 
his point of view. No more remarkable tribute to his powers of 
persuasion could be imagined. 

Dr. Bratt had worked out by this time a faidy definite scheme 
for liquor control. It was based upon the Gothenburg system, 
then in force thtoughout most of Sweden. The Swedes have 
been a hard.drinking people. Eighty years ago they consumed 
ten gallons of intoxicants per capita each year. And when it is 
realized that this includes the entire population, down to in­
fants in arms, the capacity of those of drinking age is seen to 
have been on the scale of the Vikings themselves. In 1865, with 
the adoption of the Gothenburg system, an effort was made to 
check this How of spirits. The new system achieved certain re­
forms. The old·fashioned saloon was abolished and the sale of 
spirits by the glass was transferred to restaurants. The manu­
factUre of the national drink, briinnvin, POtatO brandy, was re­
stricted to certain private companies with dividends limited by 
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law, the balance accruing to the state. For the sale of brinnvin 
to be consumed off the premises 120 locallimited·dividend com­
panies were formed. 

Prohibitionists were fond of saying that under the Gothen­
burg plan the saloon had been uansferred to the home. And 
they had significant statistics to support their arguments. The 
death rate from chronic alcoholism was high, averaging 2.18 
per 100,000 for 1911. While per-capita consumption had 
dropped to less than rwo gallons, for the decade from 1900 to 
1910, drunkenness was common and it was re1lected in crimes 
of violence. In the city of Stockholm, for example, there were 
17.86 such crimes per 10,000 as against 6.89 for all Sweden. 

But Dr. Bratt saw that the Gothenburg plan had made a be­
ginning at what, in his opinion, is essential to any form of liq­
uor conuol-"disinterested management." That is a manage­
ment with no interest in the profits and therefore no interest in 
pushing sales. Once in answer to Americans who came to him 
for help out of their dilemma of prohibition, Dr. Bratt put it 
very well: "The fight against human excesses . • • is difficult. 
The fight against profiteering purveyors of alcohol is difficult. 
The fight against these rwo powers combined is hopeless:' 

The Stockholm System Company, operating under the old 
Gothenburg plan, had to apply early in 1914 for a new charter. 
Dr. Bratt organized a rival company and applied to the Town 
Council of Stockholm for the chatter, granted under the law, of 
course, to only one operating company. With the aid of some of 
the prohibitionists on the council whom he had won over, Dr. 
Bratt got the grant. And at once he proceeded to put his own 
system into effect. It was a test, and a bold test, of the principles 
he had advocated. 

Conttol under Dr. Bratt's system was to be exerted upon the 
individual. The people of Stockholm were told in Februaty of 
1914 that no one would be allowed to buy any form of liquor 
until he or she had obtained a mOlbo!e--a pass book-from the 
Srockholm System. The citizen applying for a motbok was re­
quired to state his age, occupation, capital, income, size of fam­
ily, and record and reputation for sobriety, very much as though 
he were applying for a life insurance policy or a license to drive 
an automobile. The analogy with the latter is very dose. There 
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is the same implication: that the use of liquor, like the use of an 
automobile, involves a certain degree of social control and s0-

cial responsibility which the user must possess if he is to be 
given a license by the state. 

The other phase of Dr. Bratt's plan involved the concentra­
tion of all manufactUre, sale, and importation of alcoholic bev­
erages in a limited-dividend monopoly. Soon after the introduc­
tion of his system Dr. Bratt began buying up the private com­
panies engaged in the liquor trade. He offered them a reason­
able price and if they were unwilling to sell, he made it quite 
clear that he possessed the power to destroy them by merely re­
fusing to buy their wares. It was not long before this remark­
able man had brought the liquor business, figuratively speaking, 
under a single firm name, with private profit elimina ted except 
for a modest dividend upon a small share capital held under 
strict supervision. Supponed by the state, the Bratt system 
spread throughout Sweden until finally it was made obligatory 
under a law that became effective January 1, 1919. 

As organized today, the wholesale liquor trade of Sweden is 
carried on by the Wine and Spirits Central, with a relatively 
small capital, about $4,000,000. Of this, $108,000 is in ordinary 
shares, returning 5 ~ per cent, owned by a syndicate of ten per­
sons approved by the government. The ordinary shares are the 
only voting shares; they may not be sold without permission of 
the government and then only to a person approved by the gov­
ernment. The balance of the capital, $3,942,000, is in preferred 
nonvoting shares, which pay a maximum dividend of 5 per cent. 
Of the board of eight directOrs of this company, four, including 
the chairman, are named by the government, and four by the 
holders of the voting shares. 

The retailing of spirits and wine is in the hands of what are 
called System companies, 122 in number for the whole country. 
These are organized on the same plan as the wholesale com­
pany. The shareholders of the System companies receive only a 
5 per cent dividend and the total capital is so small that the 
amount paid in dividends by all of them is only about $25,000. 
Of the board of directOrs made up of five members, the chair­
man is named by the Royal Board of Control, appointed by the 
government, which has supreme authority over liquor sales in 
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Sweden; two are named by the local authorities in the commu­
nity in which the individual company operates; and two are 
chosen by the shareholders. 

In the fifteen years that he ditected the Swedish liquor sys­
tem Dr. Bratt made many minor changes in this plan but the 
two basic principles-disinterested management through the 
elimination of profits and conuol of the individual by passbook, 
or license-were the real reasons, in Dr. Bratt's opinion, for its 
success. At the outset Dr. Bratt allowed all holders of motboks 
a maximum quota of spirits, about four and one quarter Ameri­
can quarts, a month. He discovered that the majority did not re­
quire more than half of this amount and that the excess was 
leading to uading, boodegging, and other abuses of the system. 
Before long Dr. Bratt had classified all liquor purchasers and 
had issued their motboks accordingly. 

An unmarried man can obtain no passbook at all until he is 
twenty-five years old and even after that his allowance is low. 
The maximum of four and a quarter quarts is granted only to a 
special class of individuals who have demonsuated that they are 
qualified to use this quantity. A single woman who earns her 
living is entided to a passbook, if she is not too young, but her 
allowance is low, varying from one or two quarts a year to one 
or two quarts every three months. A married woman can obtain 
a' passbook but not if her husband already owns one. And, of 
course, chronic alcoholics and habimal drunkards, criminals. 
and others who are socially irresponsible are forbidden to own 
amotbok. 

But Dr. Bratt was not too arbiuary in laying down the ad­
minisuative framework of his system. If, for example, you are 
having a large family festival or entertaining out of town 
guests, you merely go to your System store, state the facts 
briefly, and you are allowed to buy an exua amount of spirits. 
There has never been any resuiction on the sale of light wines 
and only mild resuiction on the heavier wines such as port and 
Madeira. Domestic beer that contains less than 3.2 per cent of 
alcohol by weight is sold without hindrance in licensed stores 
in "wet" localities. It must be remembered that local option pre­
vails throughout the counuy and that more than 2,200 of Swe­
den's 2,400 disuiCts are dry, although intoxicants may be taken 
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into a dry distria for individual consumption. Dr. Bratt was 
from the first determined ro make his system fit rational human 
needs and ro avoid any attempt to force human beings to fit into 
an arbitrary system. 

Prices have never been high. Dr. Bratt believed that exorbi­
tant prices force a kind of prohibition upon the lower income 
groups and inevitably give rise to the just charge of class dis­
crimination. In normal times and under normal currency ex­
change, Scotch whiskey costs from $2.28 to $4.15 a short quart,. 
26 ounces. Burke's Irish Whiskey is $2.29 a quart and Hiram 
Walker's Bourbon $2.75. More important to the mass of con­
sumers is the cost of briinnvin, which ranges from sixty-six cents 
to ninety-two cents a liter. The cheapest of Bordeaux wines is 
forty-seven cents a bottle, sauternes from ninety cents to a dol­
lar, champagnes from $2.25 for 1921 Veuve Cliquot to $4 for 
Mumm's Cordon Rouge, 1921. These prices coinpare favorably 
with prices on the continent, particularly when it is considered 
that import costs must be added, except for briinnvin. 

Many people found fault with the Bratt system. The news­
papers quarreled over it angrily even though it was shown that 
it had had a relatively slight effeer on their advertising revenue 
inasmuch as competitive brands were still at liberty to proclaim 
their virtues in the press. Statistics very soon began to show 
that the system was working. It had served to reduce substan­
tially the amount of alcohol consumed and that was what really 
interested Dr. Bratt. In the first five years in which the system 
was in operation there was a 42 per cent deerease in the con­
sumption of wines and liquors and in the next two years it 
dropped approximately another -10 per cent. And there were 
innumerable figures, on drunkenness, the incidence of crime, al­
coholic insanity, to buttress the plain and simple faa that -the 
Swedes were drinking less than they ever had before in their 
history. 

From time to time Dr. Bratt found that adjustments were 
necessary. Thus the restrictions in Stockholm on sales by the 
bottle were quickly reHeered in increased sales by the glass in 
licensed restaurants. In order to check this Dr. Bratt ruled that 
a restaurant customer had to buy cooked food of a certain value 
in order to get liquor. Before three o'clock in the afternoon the 
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restaurant patron was limited to seven and a half centiliters and 
after that hour to fifteen centiliters. Roughly, fifteen centiliters 
is three fourths of the capacity of an ordinary water glass. 

In his elIon to achieve "disinterested management" Dr. Bratt 
had not overlooked the restaurants. The System companies have 
the sole righc to license private restaurants to sell liquor. Most 
higher priced restaurants in the cities and towns are privately 
owned, under license. But even in these private cafes the prolit 
element in the sale of liquor has been gready restricted. 

The Wine and Spirit Central, through its control of the 
wholesale prices, fixes the amount of spirits which each private 
restaurant may sell at a prolit. For example, in the Opera House 
in Stockholm are several restaurants, among them the finest in. 
the city, under private license to the same firm that operates the 
Grand Hotel. The restaurants in the Opera House are allowed 
to sell 20,000 liters of spirits a year at a prolit. On spirits sold 
above this amount the restaurant makes no prolit; the manago­
ment loses money in fact on the handling of all liquor above the 
assigned quota. Obviously there is no incentive to induce pa­
trons to drink more than they might normally do. In addition, 
the largest System companies, the one in Stockholm and the one 
in Gothenburg, maintain a chain of excellent moderate-priced 
restaurants at which spirits and wines are sold. 

Although each new crop of statistics demonstrated that the 
system was working, its originator found himself nevertheless 
constandy under fire from opposing camps, the prohibitionists 
on the one side and the passionate advocates of personal liberty 
on the other. The latter group found the device of the motbok 
an outrageous invasion of their privacy. And this has been the 
comment of some American observers of the Bratt system. 
Americans, they have insisted, would never submit to this form 
of individual control. 

But there seems little justification for this. Actually the ex­
amination, as it has been modified in recent years, is not as in­
clusive as an insurance examination, not even as comprehensive 
as the examination for a driver's license in a state such as Mas­
sachusetts. A young man applying for a passbook today must 
lill out a formal application blank in which he gives his full 
name, date and place of birth, occupation and place of employ-
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ment, telephone number, residence and postoffice address, the 
parish in which he is registered and how long he has been regis­
tered there, and his last previous place of registration. He must 
state whether he is married, maintains a household, together 
with the names, ages and birthdays of all persons more than 
twenty-one years of age in his household, and whether he has 
ever held a passbook before. If he rents a room in a house in 
which others are living, he must give their names and ages, and 
he must state the amount of taXes he has paid and whether he is 
in arrears for the last three years. On the last line he must esti­
mate the amount of spirits which he will want to purchase each 
month. . 

This seems reasonable, particularly when it is remembered 
that this information is put in a private file open only to offi­
cials of the SYStem companies and the police. A young man of 
good repute would receive his passbook with . little formality 
and within a shon waiting period. He would be told his quota 
and the number of the retail store to which he was assigned and 
thenceforward he would buy his liquor very much after the fash­
ion of private citizens allover the world, subject always to the 
two liter, or three liter, or four lite.r-the last if he has a house­
hold of his own-limit on quantity. 

If his drinking habits are onhodox, as are those of a large 
majority of the System patrons, then he may never hear from 
the liquor officialdom again. But these officials will have a fairly 
good idea, nevertheless, of how the young man drinks. If, for 
example, he buys his full allowance of spirits in the two or 
three days immediately after the first of the month and there­
after buys a quantity of heavy wine, he is sure to come under 
the surveillance of the company. His record of purchases is care­
fully studied in any circumstance. He may be called in to· ex­
plain and his allowance of spirits may be reduced, or his liquor 
purchases may be budgeted, to a half liter a week or a liter 
evety twO weeks. 

There are sterner measures that may be applied if the young 
man repeats his offense or is several times arrested for drunk­
enness. The privilege that goes Y/ith his passbook may be tem­
porarily suspended. And finally his motbok may be revoked. 

This is not a punishment, not adisciplinaty measure. It is a 
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method of social conuol applied to an individual who has dem­
onsuated his unfimess to have a certain special privilege. And 
while it is a powerful weapon, Professor Walter Thompson, 
whose comprehensive study of the Swedish liquor system, The 
Control of Liquor in Sweden, has JUSt been published, finds 
that the System employs this weapon "justly, mercifully, and 
with an eye to individual and social consequences." It is always 
a measure of last resort, reluctantly used, for the directors of the 
System are well aware that it may send the individual to illicit 
sources to satisfy his thirst. . 

Of the 62,519 passbooks revoked in 1930, less than one tenth, 
5,975, were revoked for misuse of intoxicants, according to Pro­
fessor Thompson's analysis of the statistics for that year. This 
was 'out of a total of 1,222,969 passbooks outstanding in 1930, 
1,096,906 issued to men and 126,063 to women. More than half 
of the motboks were revoked because the holders had died or 
changed their residence. A total of 8,765 were crevoked because 
the holder was receiving charity or was in arrears in taxes. Even 
the ngure 5,975 is high, accotding to Professor Thompson, be­
cause it includes those excluded because they had engaged in 
the bootleg liquor uade or had done compulsory labor. 

But, of course, as Professor Thompson points out, this is not 
an index to the misuse of intoxicants in Sweden. Every other 
method is employed to check "overindulgence" before recourse 
is had to this final Step. And furthermore there is the startling 
faa that passbook holders represented less than a Dfth of those 
arrested for drunkenness in 1930. The flow of bootleg liquor 
has by no means been stopped although there are good reasons 
to believe that it is gradually being diminished. 

Liquor was a considerable source of revenue to the state even 
under the Gothenburg system. Under the Bratt system it has 
yielded an enormous return year after year. In 1931, for exam­
ple, when the depression had begun to cause a marked decline 
in consumption, the national liquor bill, at the System com­
panies, was approximately $48,240,000. Of this amount the 
state received $28,408,000, or 58.7 per cent of the whole, in 
taxes and in pronts of the Wine and Spirits Cenual and the 
System companies. And this does not include taxes paid to local 
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government units. Nor does it include the considerable revenue 
from the malt tax levied on the brewers. 

In 1932 the excise taxes were increased but even before this 
it is estimated that the income from the liquor trade amounted 
to about onc sixth of the state's entire revenue. All estimates are 
too moderate, according to Professor Thompson, because they 
do Qot include numerous indirect taxes paid by brewers, res­
tauranteurs, and persons employed in the liquor business. It is 
not improbable, in Professor Thompson's opinion, that the 
Swedish government realizes in normal times $50,000,000 a 
year from liquor. It is scarcely necessary to point out the impor­
tance of such a source of revenue in a country the. size of 
Sweden. 

Laws providing what shall be done with the revenue from 
liquor were passed with a view to removing the temptation of 
the state itself, or any unit of the state, seeking to encourage the 
consumption of liquor as a source of revenue. The revenue from 
liquor may not be used for general budgetary purposes, nor is 
the government allowed to use it in computing the budget. As 
prescribed by law, it is used in three ways: to promote temper­
ance in a variety of ways, including the support of homes for 
the corrective treatment of alcoholics and habitual drunkards; 
for compensating the cities and rural communes, the counties 
and the agricultural associations, for relinquishing their claims 
upon this revenue; and for the amortization of the national 
debt. The government, according to Professor Thompson, has 
not been above the expedient of borrowing from this fund 
which, in 1931, approximated about $25,000,000. 

Dr. Bratt decided in 1928 to retire. He had given nearly 
twenty years to establishing the method of liquor control that 
bears his name. His children were of college age and he would 
need a larger income to pay for their education than he could 
get in the service of the liquor monopoly, even in the capacity 
of director of the Stockholm System Company. For he had held 
consistendy to the policy of salaries on a level betWeen those 
paid by the state and those paid by private business, that is, not 
low and not high. Private industry was only too eager to bid for 
Dr. Bratt's services and he went to Paris shordy after his retire-
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ment as representative of SK.F., the Swedish ball-bearing firm. 
With him he could take the satisfaction of a job well done and 
the praise of even those who had been at the outset his bitterest 
opponents. In the twenty years of his service he had learned a 
great deal about the habits of human beings in relation to the 
use of alcohol, which is equivalent, perhaps, to wisdom about 
human beings in general. In a kind of valedictory not long be­
fore his retirement Dr. Bratt said some very trenchant things 
about the use of alcohol in relation to society which seem to me 
so sane that I have quoted them in part hete: 

In my mind, if there is any index which is utterly valueless, it is the 
figure for per capita mnsumption. In faa, I believe, and bave always 
gone on the assumption, that in each country only a portion of the use 
of liquor is to be mnsidered injurious or anti-social. 

We have seen how Denmark bas reduced her consumption through 
the simple means of imposing a high taX on spirits. It is probably fair 
to say that the consumption of all individuals, speaking in a broad 
way, was reduced equally, and that the cunaiJment is refieeeed in the 
noninjurious consumption as well as in that which is injurious. The re­
sult accomplished, while it may be salutal}', does not seem to me the one 
which should be sought. 

Let me assume for the purpose of discussion that of the total alco­
holic consumption of a nation, 70 per cent is not injurious and ~o per 
cent is. It seems cleat to me that our problem is to attack the ~o per 
cent and not disturb the people who mmprise the 70 per cent. I believe 
that in Sweden we have rome as close to the desired result as is p0s­
sible, or I believe that it is fair to say that we bave eliminated thtee 
quaners of the injurious mnsumption without disturbing more than 
possibly one fifth of the harmless drinking that was taking place be­
fore the system was put intO e/feee. 

I believe that the question of reducing injurious consumption and 
leaving the rest alone is dependent mainly upon a proper system nf 
control. 

This, then, is the system and the man who created it. It was 
built upon and adapted to the habits of a people for whom 
drinking and eating-<:onvivialiry-are of the first importance. 
It has been suggested that this may have been because the terms 
on which man has lived in this northern land have not been 
easy. But whatever the reason, even the most casual visitor is 
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made aware of the high value that the Swede puts upon food 
and drink-upon good food and drink. 

There is first of all the factOr of the climate. The winters are 
long and dark and pervaded with a penetrating damp chill. The 
hwnan body can take large quantities of food and with it large 
quantities of drink. The Swede can dispel the gloom of winter 
with the distilled warmth of briinnvin. A fifth of the countty is 
beyond the Arctic Circle, the greater part of it is on a parallel 
with Yukon, Alaska. StrOng drink is a refuge from the bitter 
weather. 

But it is more than that-more than a mere physical need. 
The drinking habits. of this people are woven into the cere­
monial pattern of their lives. They are regulated by an ancient 
formalism, a deeply rooted tradition that has survived the inter­
nationalism of the past two decades. I recall a small luncheon 
party at the home of Count and Countess Sparre in Stockholm., 
The Americans had been wined and dined in ceremonious fash­
ion as members of a semiofficial delegation to the Swedish hous­
ing exposition of 1930. The Sparres' young daughter-in-law had 
said ro us that now we would escape from formality and from 
speeches. But we were hardly seated when our host rose and 
with a warm graciousness announced that in his land it was the 
cusrom to make a speech of welcome ro one's guests and he 
would now do so. 

When even a small group are dining together, something of 
a ritual is observed. At each place there is a glass of briinnvin, a 
little larger than a liqueur glass. This is not ro be taken up and 
sipped casually. At a signal from the host all the guests take up 
their glasses, bow to him and to each other, repeat the saluta­
tion, "Sku!" and then, and then only, drain the glass. This may 
sound solemn and a little pompous but in actuality it is not. A 
brief ceremony, it serves to unite the company in a pleasant 
bond. 

Ancient custom requires that the host, and the hostess "sku" 
separately each guest at the table. This is done with wine, fortu­
nately for sobriety. The host, and in her turn the hostess, looks 
down the table at the honored guest, catches his eye, raises his 
glass and repeats, "Ska.I." So he goes around the table. The 
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hostess has in recent years been excused from this duty and even 
the host in traveled families has neglected it. Elaborate rules 
governing the sklling of guests of various rank have become the 
subject for jesting reference rather than serious observance 
among the younger generation. Thus in sklling an officer one 
was formerly required to hold one's glass even with a certain 
button on the officer's tunic, the level depending on his rank. 
What is remarkable is not that certain of the more complex of 
these traditions have been allowed to lapse but that they have 
survived so hardily in a world given more and more to a careful 
uniformity. 

To the visitor from abroad the first fiery draught of brinnvin 
is a test of self-composure. The uninitiated weep involuntarily, 
they are speechless. But it is preceded and followed by the mani­
fold hors d'oeuvre comprising the genuine smorgasbord, Ac­
cording to custom one must first eat a little of the smorgasbord, 
drink one's glass of brinnvin, and perhaps an -additional half 
glass, and then finish up the smorgasbord. The latter runs an 
extraordinary gamut, from fish through hot dishes and several 
kinds of salad, to various cheeses. And it is followed by from 
three to five regular courses. The head of even the simplest 
household takes a pride in the number of dishes that are Set out 
in. the smorgasbord. These may include on a special occasion in 
a working-class household a half dozen different kinds of fish, 
prawns, jellied eel, delicious salmon prepared in two or three 
ways, pickled herring and herring salad; four or five hot dishes 
and two or three salads .with several cheeses; and with all this 
spisbriJd and sweet butter. 

If the Swedes are given to generous hospitality in their 
homes, they are also great diners-out as the number and quality 
of the restaurants in cities and towns throughout the land prove. 
It is instrUctive to see groups at dinoer on the Opera terrace or 
on the delightful roof garden at Hasselbacken, on a chilly night 
in June, swathed in rugs, determined that, the season to eat out 
of doors having arrived, they will observe the proper custom. 

College students celebrating the end of the term in the late 
spring traditionally eat themselves "fast." The host has taken a 
dozen of his friends of both sexes to dinoer at the Gyldene 
Freden. They have had brinnvin with several kinds of wine, 
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they have had Swedish punch or cognac at the end of the din­
ner, and then they have lingered through the evening, with 
whiskey and soda, perhaps. The check: comes and the host finds 
he hasn't enough money to pay it. Perhaps among them all they 
are unable to raise the price of the bill. They have eaten them­
selves "fast" and they must appeal by telephone to a friend to 
come and bail them out. In their love of hospitality, of food and 
drink, 'the Swedes are given, prohibitionists and reformers often 
complain, to a kind of improvidence and competitive spending 
that is not unlike the similar phenomenon of keeping-up-with­
the Joneses in America. 

This is enough to make clear that Swedish drinking customs 
have not been essentially changed by the Bratt system. Drinking 
has been curtailed, reduced, limited. But the personal liberty 
school has had little opportunity to use that sinister word, 
"regimentation." What is perhaps most significant is that legis­
lation followed a period of experimentation. The system was 
tested before it was made the law of the land. 

What Professor Thompson sttesses in his study, and he is as 
objective in his analysis as one could possibly ask, is the feeling 
among most groups of the essential fairness of the Bratt system. 
It is not class legislation. The organized temperance crowd does 
not approve and has insisted from the beginning on the superi­
ority of the Danish system of control by very high prices. But of 
this Professor Thompson says: 

High prices in Denmark have placed spirits our of the reach of a large 
group of diligent and responsible people with limited purchasing 
pnwer. This largely explains the uemendous reduction in per.capita 
consumption. But, compared with Sweden, temperance has not kept 
pace with this reduction. A study made by Miss Schu1a leads OI!e to 
wonder if the beneficial effectS revealed by Danish statistics have not 
been greatly exaggerated. Comparing Copenhagen with Stockholm, 
Gothenburg, and Malm6, she finds that the three Swedish cities, since 
1913, have shown a greater improvement than the Danish merropnlis 
with regard to drunkenness in general and drunkenness among women 
and young people. To this the Dane might facetiously reply, "Natu­
rally, Stockholm is in greater need of improvement than Copenhagen." 
That is rrue. In 1931, there was still a far greater number of drunks 
repnrted per capita in Stockholm than in Copenhagen. But, after allow-
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ing for the ups and downs, comparative ligures show that while drunk· 
eoness decreased in the Swedish cities during the decade from 1921 to 
1931, it increased in Copenhagen. 

The temperance factions complain, too, that the system of in· 
dividual control has not ended the bootleg trade. As Professor 
Thompson points out, however, the only way to end bootleg­
ging is to abolish all restrictions and reduce the price of liquor 
as low as possible. Sweden's combined coastline is approxi­
mately the coastline of the United States from Maine to Florida. 
It is highly irregular and strewn with numerous small islands. 
To complicate the problem, Sweden's neighbors to the north, 
Finland and Norway, both have had a try at prohibition which 
aruacted numerous rumrunners from the southern shores of the 
Baltic. But despite these handicaps the best information is that 
the amount of smuggled liquor is very small as compared to the 
amount of legal liquor sold and consumed. 

Proof that the system works is contained in the report of the 
commission appointed by the Riksdag in 1928 to investigate, 
and, if necessary, to revise the method of liquor control. No one 
wholly approves of the system, this report shows, but there has 
been no substitute for it on which all could agree. Certain 
changes in the organization of the System companies have been 
suggested. A new agency is proposed to promote temperance. 
The commission recommends that certain minor and annoying 
restrictions be revoked. 

But basically the system survived the intense scrutiny of the 
commission. The profit incentive has been eliminated. The op­
portunities for graft and the evils of bureaucracy are reduced to 
a minimum by the form of the monopoly, half private and half 
public. Every index points to the fact that harmful drinking, to 
use Dr. Bratt's expression, has been greatly reduced. It has been 
adjusted to the needs and habits of a people rooted in tradition 
and ancient habit. It has, in short, met. the pragmatic test that 
Sweden applies to social reforms. And it illustrates the Swedish 
skill at effective compromise; between the right of the individ­
ual and the imperative demands of a complex society; berween 
extreme dry and extreme wet; between those who would exploit 
every human need and desire for the sake of profit and those 
who would compel human beings to fit into an arbitrary pattern. 



IX 

SOCIALISTS, KING, AND CAPITALISTS 

G
UST AF V has been a good king to his people. He .is 

modest, thrifty, decent, kindly, all qualities which 
the Swedes admire. For nearly thirty years he has· 
served as a simple and resolute symbol of the state, 

its integrity, its dignity, its suength. And by virtue of a genial 
sense of humor he has remained at the same time a very human 
and appealing figure, without the forbidding solemnity that or­
dinarily attaches to state symbols. 

This symbol of the king is one of the things the Swedes have 
preserved out of the past; not as a museum piece, an antiquity, 
but as a part of the life of the nation, lending color and warmth 
to the everyday business of government. Like the king, the 
king's palace in Srockholm .is characteristic of the land and the 
people. Its simple mass rises, a square, mauve-colored rock, 
from one of the principal islands on which the city is built. 
Small white steamers come and go in the broad expanse of 
water before the palace and the fishermen are busy all day long 
and far into the dusk with their big round nets, almost under 
the king's windows. 

It is an appropriate home for the hard working ruler of a de­
mocracy which is governed from the Left. King Gustaf and the 
members of his family have always been conscientious about 
their jobs. As though aware of the stem demands of an age that 
has not been especially tolerant of kings, they have l>een more 
than decorative. The king himself has been pretty much occu­
pied with the role of ruler; it is a full time assignment. But the 
crown prince, Gustaf Adolf, is a professional archzologist of 
note who has made important conuibutions to the museums of 
Sweden. Prince Eugen, one of the king's brothers, .is a painter 
of merit who did one of the big mural decorations in the Town 
Hall. Prince Carl, another brother, is head of the Swedish Red 
Cross and not the nominal head either but a working executive 
who goes to his office each working day. And the others man-
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age to occupy their time usefully, in the army, in the navy, or in 
some branch of the government. 

This is true, of course, of all Scandinavian royalty. Those 
dissolute houses that are now in exile might well have looked to 
the north for instruction in the art of being royal in a modem 
democracy. In Copenhagen the Danish royal family preserves 
the same simplicity and the same earnest concern over the wel­
fare of the country that one finds among Sweden's royalty. One 
of the Danish princesses is a photographer's retoucher. Nor­
wegian royalty for the most part lives a rugged outdoor exist­
ence, immensely interested in carrying out certain experiments 
with dairy cattle and modem dairy practice. All this is in strik­
ing contrast to the behavior of a good many other European 
monarchies in recent decades. 

It is hardly more than a century ago that the first Bernadotte 
was invited to Sweden to become heir to the throne succeeding 
a childless king, the last of a line that Hourished through the 
sixteenth, seventeenth, and eighteenth centuries. The Berna­
dottes were of good petit bourgeois stock, from the little moun­
tain distria of Beam in the Pyrenees. Jean Baptiste Bernadotte, 
a valiant and distinguished soldier, became one of Napoleon'S 
marshals. His invitation to Sweden in 1810 saved him from the 
catastrophe that overtook Napoleon and his principal aides. 
The first Bernadotte to rule in Sweden became King Karl Johan • 
XIV. 

Karl Johan's descendants continue to rule, ptoducing sturdy 
sons and daughterS. At the same time the Bernadotte line has 
been carried on in France, .often on humble levels. The present 
crown ptince had this brought home to him while on a yachting 
auise in the Mediterranean some years ago. The party put into 
a small fishing port to have some work done on the boat. The 
crown prince struck up a conveISation with the man who di­
rcered the repairs. It developed that his name was Bernadotte 
and inquiry as to his native home brought the answer that he 
came from Beam in the Pyrenees. He was probably, the Crown 
Prince reported to his friends, delighted and amused at this dis­
covety, a distant cousin. . 

The secret of King Gustaf's success is to be found in the way 
ill which he has accepted the CUrtailment of his powers; in other 
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. words he is a master of the art of yielding gracefully. yielding 
without seeming to surrender. As recendy as twenty-live years 
ago the king had the power to form a government of ministers 
which he himself had chosen. That power is still his in the writ­
ten Constitution but he would never dteam of using it. realizing 
that such an attempt would not be tolerated. Today he names to 
office those ministers designated by the party with a working 
majority in the Riksdag. Thus a profound change has come 
about in a quarter of a century. 

In the expression of a British labor leader. royalty. in Sweden 
as well as in Great Britain. has become "acclimatized" to de­
mocracy. The king stands above political and party strife. re­
ceiving those ministerS who have a parliamentary majority. re­
gardless of what theit brand of politics may be. 

There have been times during the past thirty years when this 
has been none too easy. times when bitterly warring factions 
sought to swing the balance by bringing the weight of royalty 
to bear on one side or the other. During the crisis of the general 
strike of 1909. the whole foundation of Swedish life was shaken. 
The prestige of the throne would have meant much to the cause 
of the employers. But one of the leaders of labor was Hjalmar 
Branting. Hjalmar Branting and King Gustaf had gone to the 
University of Uppsala together. The king knew and understood 
Branting and the men he spoke for. and he steadfasdy refused 
to allow the royal name to be used in any way_ 

What happened during and after the general strike in many 
ways determined the future. It is an extraordinary segment of 
labor history. showing what labor can achieve through political 
action in a democracy. Using political methods to gain a posi­
tion of power within the state, labor has at the same time 
strengthened the basis on which democratic government resrs. 

The real development of the Swedish labor movement began 
with the formation in i898 of .. L.O.... the Lands-Orgarusa­
tionen. A decade later it had 2.172 locals with 162.391 mem­
bers and an annual income of 4.703.199 kronor. What was even 
more important. it had made irs influence felt throughout the 
country in various ways. In 1902 L.O. had called a partial "gen­
eral strike" in connection with the agitation for an extension of 
the right to vote without regard to property qualifications. One 
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response to this mike was the formation of the Svenska Ar­
betsgiEvarefiireningen or Swedish Employers Association. 

The two camps were thus openly intrenched and it became 
apparent that sooner or later they would clash. Again in 1905 
L.O. threatened a general strike, this time to aid in enforcing a 
peaceful settlement of the crisis that followed Norway's de­
mand for independent statehood. labor's threat, it is agreed, 
played no small part in the pacific tennination of this quarrel. 
It was in September of 1905 that the employers' organization 
adopted "paragraph 23," which, in cHeer, pledged each member 
to maintain an open shop and to submit all collective wage 
agreements entered into with workers to the officers of the or­
ganization for final approval. A year later an agreement was 
reached with L.O. which provided that "the right to organize 
shall not be restricted by either side," and that "if any workers 
feel that they have been discharged under such circumstanceS 
that a violation of the right to organize may seem to have oc­
curred, they have a right to ask for an investigation through 
their organization before other measures are taken." But for all 
that this was a concession, the hattle lines were more sharply 
drawn. 

With the depression that began in 1907 there were numerous 
Strikes. The cost of living was rising rapidly at the same time 
that employers were slashing wages. The bitter struggle of the 
workers is vividly described in Gasta Larsson's Ollf' DaiJ, 
Bread. Organized capital felt that the time had come to break 
the power of organized labor. Once more labor was drawn to 
the idea of the general strike, remembering how cHective the 
threat had been in 1902 and 1905. 

On July 14, 1909, the employers' organization sent an ulti­
marum to leaders of L.O. that unless all strikers were back ar 
work by July 26 all L.O. workers would be locked out, regard­
less of whether they had partid pated in the strikes. The answer 
to this was an order calling a genetal strike to begin August 4, 
A number of local lockouts, as well as strikes, were already ef­
fective. On July 26 about 50,000 additional workers were 
locked out and on August 2 another 30,000. Two days larer la­
bor showed its power when 150,000 membets of L.O. went on 
strike to be joined by an equal number of oonmembets. Hardly 
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a factory wheel turned in the entire nation. Labor early in the 
course of the strike was supremely confident of victory. 

Leaders of L.O. had been under the influence of Georges 
Sorel and other French and German Socialist-Laborites. The be­
lief prevailed among Swedish workers that the general strike 
was an invincible weapon-the inevitable deathblow to capital­
ism. They had talked for years about how some day they would 
bend society to their will by the instrUment of the general strike. 
Violence was not necessary to bring about this transformation; 
they had pledged themselves to abstain from violence. Leaders 
of L.O. were all for "law and order," lending their suppon to 
the temporary prohibition against alcohol that was decreed dur­
ing the crisis. 

The leaders, Hjalmar Branting among them, agreed, too, 
that the strike should not interfere with sanitation, illumination, . 
water, or the care' of the sick. They had assumed that most 
forms of transportation would be stopped and it was therefore 
a serious blow when the railroad workers, the majority em­
ployed on the state railroads, voted by 15,000 to 7,000 not to 
join the strike. The railroad employees held with their fellow 
workers morally but they could not bring themselves to strike 
against the state; the mails, they felt, must be carried as usual. 
This, and one other facror, had a great deal to do with the dis­
astrous trend of the strike. While the typographical unions went 
out, and so effectively that labor's own presses did not £unaion, 
the employers managed to put their side of the struggle before 
the public, making full use of the mails and the railroads. In 
contrast the workers had to rely largely upon speakers and this 
was long before the day of the radio. Morale began to crumble. 
The conservatives came out with daily editions, set up by editors 
and office boys, but black print that damned the strikers as 
"contracr·breakers," revolting against the well-being of the vety 
state itself. 

Although there was no violence and labor in the face of star­
vation and acute suffering held its ranks with perfea order, the 
conservative government did not hesitate to call out the troops 
to guard railroad stations and post offices. That, too, was an ex- . 
cellent means of discrediting the strikers. In the industrial areas 
of Stockholm, Malmo, GOteborg,· there was a sharp want of 
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food, clothing, anq fuel. The victory that had appeared so cer­
tain now seemed further off than at the outset of the strike. And 
still the forces of labor held almost intaa, with an integrity and 
loyalty that was amazing; 

Not until fall merged into winter, the grim northern winter, 
did the forces of labor weaken. First a formal agreement to re­
turn to work was made with employers who were not members 
of the ArbetSgifvareforeningen, which was responsible for call­
ing the lockout. Then gradually the strike broke down. By De­
cember 15 it was all over . 

. Defeat after the long, despairing strUggle was bitter indeed. 
It was a serious blow to L.O. During the year the movement 
lost 67,697 members, in 1910 22,905, and in 1911 5,053 more, 
so that in three years nearly a hundred thousand dues-paying 
members dropped out. Likewise the Social-Democratic party fell 
from a membership of 140,000 to 62,000 and it was ten years 
before it climbed back to 100,000. 

Those who remained have been described as a Roman legion, 
an irreducible elite. Branting was confident that the employers 
had won only a Pyrrhic victory and so it has proved to be. Hav­
ing lost this frontal attack, labor proceeded by slower and more 
indirect methods to seek power. The leaders of the labor move­
ment launched a long and painstaking campaign of political 
education. Union headquarters became schools and the labor 
party, that is the Social-Democratic party, put up candidates for 
every possible public office. The coOperative societies offered 
courses in economics, sociology, and history. The A.B.F., or 
Workingmen's Educational Society, became a kind of labor 
high school. And Laborites studied above all the technique of 
winning elections and the subtleties of parliamentary procedure. 

Meanwhile the proportional election system had gone into 
effea in Sweden, and in 1911 the Socialists nearly doubled their 
membership in the Riksdag, advancing from thirty-five to sixty­
four, while the Conservatives dropped from ninety-three to 
sixty-four. Thus for the first time the Laborites equaled the 
Right and Liberals replaced Conservatives as the executive 
party. The trend to the Left has never ceased. Labor party disci­
pline was rigid; on all questions the sixty·four Social·Democrats 
voted as a solid bloc. All differences of opinion, and there were 
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many, were ironed out in party caucus and not on the Boor of 
the Riksdag. This, too, impressed the public with labor's power 
and authority. 

At the outbreak of the World War, the Social-Democrats 
used all their inBuence in behalf of neutrality and they were a 
significant faaor in offsetriog the "activists" who favored en­
trance on the side of Germany. In 1917 when the Liberals 
retUrned to power, Hjalmar Branting was a member of the cabi­
ner, evidence of the political growth of the Social-Democrats. 
Three years later Branting, who had been elected to the Riles­
dag as the first representative of labor in 1897, was made pre­
mier. In eleven years the political battle had been won. This 
rise of labor after the crushiog defeat of the general strike is 
not without a thrilling quality. 

While the Social-Democrats do not have an absolute major­
ity, they have the executive power, and four times they have 
formed a government. Duriog the past three years they have 
been successful in collaborating with the farmers' party. Many 
cosdy strikes have occurred sioce 1920, but L.O. and the em­
ployers' organization have learned to respect each other and the 
method of bargainiog between the two camps follows a con­
venient and familiar pattern. Today there is virtual p.eace on the 
labor front. The only recent strike was that of the telegraph 
lioemen agaiost the government Telegraph Board. To the out­
sider it seems iocongruous that government employees should 
be strikiog for higher wages agaiost a Socialist government. But 
to the Swedes this is a perfectly natural phenomenon-the strike 
is the legitimate reson of all workers io collective bargainiog. 

Recendy 100,000 workers in the machioery, iron, and steel 
buildiog and other iodustries canceled their wage contraas, 
protesting agaiost higher living costs. Wage negotiations are in 
progress as this is written. If they should fail, a major strike 
would follow but it would be a contest within the rules estab­
lished by long practice. 

To express labor's growth in figures, L.O. on January I, 
1935, had 653,231 members, of whom about 100,000 were 
women. This may be contrasted with less than 50,000 members 
after the failure of the general strike in 1909. The Social-Demo­
cratic party now has ~26,734 dues-paying members and at the 
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last general election, on September 18, 19~2, polled l,Ol~,176 
votes. 

The present prime minister, Per Albin Hansson, is in many 
ways typical of his party. He is a quiet, solid-appearing man, 
Stocky and cropheaded, with a small, neat belly. Self-educated, 
in a sense self-made, he was an editorial writer on the Social­
Democratic paper in Gothenburg before he took office. His sal­
ary was scarcely more than $2,000 a year. When he took office 
and for nearly a year afterwards, he lived with his wife in a twO­
room flat. From that flat he moved to a five-room house in one 
of Stockholm's garden suburbs for working men. And this is 
not, it should be .added for the benefit of the cynical, merely 
the gesture of a politician toward his humble constituents. It is 
the way this man of simple tastes would choose to live under 
any circumstances. 

Meeting him in his modest, high<eilinged office, furnished in 
the clean, dignified style of modem Sweden, one is aware at 
once of the quality of his mind. He is grave, slow moving, pa­
tient, and above all he is distrustful of doctrine. On practical 
immediate problems he can and will talk, always with some­
thing keen and trenchant to say. But large issues, the future of 
.peoples, and arbitrary patterns of social and economic change 
he is reluCtant to discuss. He is apt to remind the questioner 
who would lead him into abstract prophecy of the slogan of the 
Social-Democratic party. 

In Swedish it is: "Samma mojligheter till t'ygg levnad inom 
fiide,nellandet fa, alia 10m da, bygga o&h bo." Translated lit­
erally, this is: "The same possibilities for living securely within 
the fatherland for all those who inhabit it." But it has richer 
connotations in the original. For all our differences, contrary 
purposes, desires, and ambitions we must all live together in 
peace and security within the fatherland. Sometimes Per Albin 
Hansson phrases it in another way but that is always what he 
wants to say-that internal strife, internal rivalries, shall not 
menace the essential well-being of any group. Alongside the 
grandiose pretensions of the average political party, the extrava­
gant promises of vast, radiant new worlds, this sounds simple 
indeed. 

It is, I think, deeply significant that the Social-Democrats 
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alone among major parties resisted Kreuger's millions, The lib­
era1leader, the self-righteous Carl Gustav Ekman, was found to 
have aocepted a secrer fund from the match king and he 001-
lapsed like a punaured balloon, discrediting his Peoples' party, 
Even the Swedish Communists. although in no sense a major 
party, benefited by Kreuger's largesse, it was disclosed as de­
tails of the catastrophe came to light, The Russian Communists 
were too negligible a gtoup to be oonsidered, But one may be 
certain that Kreuger did not overlook the political power of 
the Social-Democrats_ He found them inoorruptible_ And un­
doubtedly this was one of the factors that swept the party into 
office following Ekman's oollapse. For the Swedes have an in­
herent honesty. Graft in the administration of government has 
been all but nonexistent. 

Kreuger was an international phenomenon. He was Drst of 
all an internationallinancier, playing the international game ac­
oording to the rules of that game, and only serondly, and in a 
sense by aocident, a Swede. More important, perhaps, he was, it 
is plain, a megalomaniac; one of those mad men dreaming of 
world power, identified with his own perverse ego, such as re­
cur through history. 

Kreuger's story borders throughout upon the pathological, 
and it is significant that the best analysis of his career has been 
written by a psychiatrist in his native land. If it is impossible to 
disrover the secret of his sttaoge personality,_to penetrate very 
far beyond his rurious, masklike face, it has also been impos­
sible thus far to get at certain more tangible secrets of his career. 
One thing is evident: the whole story of the Kreuger debacle 
has not been told and may never be told. 

Briefly stated, the truth is that Kreuger in arranging monopo­
lies and loans with the governments of the world dealt of neces­
sity in bribery. In the oourse of several transactions he had 
printed upon his own presses in Stockholm the bonds of other 
governments, bonds that were rerognized subsequently as au­
thentic and with the authentic signatures of the heads of these 
governments. The "ptoof' of the forgery of the Italian bonds 
rests upon very slight evidence. There is involved in this issue 
the delicate question of international relationships, transcending 
all ordinary ooum. 
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But what is even more mysterious is the relationship betWeen 

Kreuger and the Wallenbergs, in particular old Knut Wallen­
berg. And yer there emerges the outline, the shadowy shape, of 
an irreconcilable conflict betWeen these two great capitalists, so 
dissimilar in every respect. 

Kreuger's internationalism was opposed to all that the Wal-
1enberg family and the Wallenberg name have stood for during 
three generations. He was, to begin with, an interloper who 
without so much as a by-your-leave invaded the domain of high 
finance that the Wallenbergs had dominated for so long. The 
fellow had no background. His father was nothing but a small 
match manufacturer. He was an adventurer, a queer fish. But 
what was even more damning, he did not play the game accord­
ing to the rules. He did not respect the orthodox powers on the 
international chessboard or concede to them any share of the 
financial empire that he was creating. Leaping over tariff bar­
riers, he defied the "rights" of the traditional powers and dealt 
in terms of millions with governments themselves. 

In contrast the Wallenberg fortune, in finance and interna­
tional trade, is built upon a sound and conservative basis, with a 
deep respect for the great international bankers who control 
"jVorld commerce. This Kreuger talked some new crazy kind of 
internationalism, an economic world state, made up of moon­
shine and hollow hopes. So it must have appeared to hard­
headed old Knut Wallenberg. And yer the Wallenbergs ac­
corded Kreuger a kind of cooperation. He was toO big to igoore. 

What actually happened at the end no one may ever know. 
Desperate for cash, Kreuger had pledged with J. P. Morgan & 
Company the shares of one of the most valuable properties in 
his financial empire-the Swedish firm, L. M. Ericsson Com­
pany, manufacturers of telephone appararus for most of Europe, 
with exclusive contractS in many instances to furnish such 
equipment. It has been printed in one of the Kreuger biogra­
phies that a confidential representative of the Morgan bank 
talked to Kreuger on the moming of March 13, 1932, telling 
the match king point-blank that the "forgery' was known and 
suggesting that the only thing leEr was suicide. That night or 
the following moming, according to this biographer, Kreuger 
shot himself. -
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One may only hope that the definitive biographer will be 
able to draw upon more complete materials. For Kreuger's life 
has a place, and not a small place either, in any account of the 
collapse of internationalism, .financial and political. 

At eighty-two Knut Wallenberg shows no signs of decadence. 
There are twO views of this tough old man. In one view he is a 
national hero, the sturdy oak of Swedish .finance. He leads a life 
of almost Spartan simplicity. His views on the primacy virtues 
are respectfully printed in the conservative press. The Wallen­
bergs, in this generous view, are content to derive their profit, 
or the greater part of it, from foreign trade, impelled by the mo­
tives of deepest loyalty and patriotism. 

The other view, as dark as this is light, is current among the 
mass of the people. The ancient head of the family is repce-o 
sented as a .financial pirate, with the inherited traits of his for­
bears who, according to legend, were actual sea pirates. The 
influence of the Wallenbergs is looked upon as sinister and all 
pervasive, dominating the .financial and industrial life of the 
country, opposed to all progress and reform. Labor and the c0-

operatives have had to fight the family every step of the way. 
The clan Wallenberg has resisted change as bitterly and as 
fiercely as the capitalists in any other country, if one may be­
lieve the leaders of labor. Victories have come only out of 
strUggle. 

The old man is now a somewhat remote figure, all his great 
battles behind him. As Minister for Foreign Affairs in die criti­
cal period from February of 1914 to March of 1917, he per­
formed an extraordinacy service in preserving Sweden's neu­
trality despite strong forces that would have drawn Scandinavia 
into the war. There was a determined pro-German element 
among the upper classes and particularly in the court, centering 
about the late queen. Tireless patience and perseverance were 
required to thwart this influence which grew in strength so long 
as a German victory seemed possible. 

During recent years there has been increasing evidence that 
the Wallenbergs would like to stand in the good graces of their 
countrymen, even, or so labor implies, if it is necessacy to buy 
public approval. The clan, and especially old Knut, have made 
numerous gifts to Sweden. But they are never long in favor. 
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Recendy Marcus Wallenberg announced that he was moving 
his legal residence from Stockholm into the munay nearby in 
order to escape high taxes in the city. A storm of protest broke, 
in the morse of which all the old accusations were revived. It 
raged for weeks in the liberal and labor press. Not one public 
virtue was mnceded to any member of the family, so shatp was 
the anger aroused by Marcus Wallenberg' s Bight. 

The deepest source of the elder Wallenberg' s pride is his mn­
tribution to Stockholm's Town Hall. From time to time he gave 
large sums of money but, too, he broUght to the building of 
the Town Hall an intenSe interest that extended to the smallest 
details. And dominating and possessive although he is said to 
be, he seems to have understood the true nature of the Town 
Hall. 

IE any modem building has risen out of the desires and hopes 
and beliefs of a people, in the sense that· a great cathedral r~ 
resented the aspirations of a particular place and a particular 
time beauti£ully and shatply focused, it is Stockholm's Town 
Hall. The past and present are fused in it, the swelling Byzan­
tine shapes that came out of the East by way of Russia and the 
strong, simple masses of present day architecture. And the 
whole is harmonious. In the same way, it seems to me, there is 
a balance in modem Swedish life, between the past, all that was 
elemental in the life of a primitive sea.faring people, and the 
present, the machine, the mmplexity of modem civilization. It 
is not "perfect" in the sense of the "perfection" of architecture 
in the functional style. The latter has achieved a simplicity that 
is arbitrary and devoid of human values; a simplicity that is a 
kind of desperate refuge from the fearful mmplexity of the 
present day. One may pick "flaws" in the Town Hall; one may 
quarrel over details. For after all it did evolve out of the minds 
of men, not without mnBicc; the pride and above all the jeal­
ousy, the intense jealousy, of planners, architect, designers, 
painters, sculptors, craftsmen, have gone into it. But it is a mm­
piece expression of a time and a people and it has, if only for 
this reason, a rare nobility. 

The mass of it, a glowing ruddy mlor, rises above Lake 
Milar like a red granite cliff. The eye follows the tower to the 
light, open cupola and the three golden crowns that top it. It is 
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the heart of the city and all the life of the town Bows in and 
around it. There is the sense that it might have been hewn cen­
turies ago out of the rock of the island on which it stands, but 
a feeling, too, that one will return to it again and again, as to 
something never really old. 

Ragnar Ostberg, the architect of the Town Hall, submitted 
his first plan in a national competition in 1893. Through the 
years he gathered around him a notable group of designers, 
sculptors, painters, craftsmen, and as the project took definite 
form, they became more and more absorbed in it, dedicating 
themselves to its realization. When, after the final political dif­
ference had been composed and the funds had been made avail­
able, aaual construction began, Ostberg and his aides went to 
live on the site of the building so that they might at all times . 
watch its growth. And when, during the war, it seemed that 
there would not be enough money to complete the roof in cop­
per, as originally specified, hundreds of citizens of Stockholm 
came forward and contributed $6 for every copper plate. On 
each copper shingle was a number and opposite that number in 
a great book was recorded the name of the donor. 

It was completed in 1923 and dedicated at a great national 
celebration on the four-hundredth anniversary of Gustavus 
Vasa·s coronation. Every phase of the Swedish temperament 
finds expression in the rich variety of moods that the Town 
Hall displays. In the Blue Hall there is the light color, the dear, 
sunny warmth, that is the deep-rooted desire of the northerner 
through the stubborn, interminable winter; the longing for the 
south that is almost a racial nostalgia. The Golden Chamber 
has a barbaric splendor that is reminiscent of the VIkings. In 
the inner court, with the deeply recessed windows and the By­
zantine turrets thrust up against the skyline, one is aware of the 
sure, slow strength of the people who built the Town Hall­
as though it had been a foruess against the attacks of those who 
would weaken the ancient fiber of their race. 

With one or twO exceptions, the most unfortunate being Carl 
Milles, the sculptor, evety important artist and craftsman con­
tributed to the beauty of the Town Hall. Not only the sculp­
tures in the fortnal garden and the murals on the walls, but the 
light chandeliers, the draperies, the furniture, the rugs, re-
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ceived the loving care of men and women distinguished in their 
respective fields in Sweden. It was a signal honor to be called 
upon to contribute some detail, however minor, to the com­
pleted whole. 

Sweden's renascence of the arts began before the World War 
and had a rapid growth from 1920 to 1925, Befitting a practi­
cal people, it was a renascence in architecture and the applied 
arts rather than in the nne arts. At the Paris decorative arts 
exposition in 1925, when the principal awards went to Sweden, 
the world realized that something significant was happening in 
the north. Designers and architects employed common mate­
rials, pewter, glass, the ordinary Swedish woods, but by their 
distinguished treatment of these common materials, they en­
dowed them with authority and a simple dignity, The furniture, 
glassware, pewter, textiles they created .were modern in their 
essential simplicity of line but they had a kinship with the past 
in ornament, sparingly used, and in wide variety of founs. 

Many designers acknowledge their debt to the ancient pat­
terns that have come down through generations of textile 
weavers and furniture makers. As the shapes of factory-made 
things took on a new simplicity and beauty under the spur of 
the Swedish Arts and Crafts Society's program, so did the old 
handcrafts, and particu1arly textiles, take a renewed hold on 
public imagination. This was pardy the result of gnvernment 
encouragement, through the suppon of schools for textile 
weavers, but it came also out of an aesthetic sense quickened by 
new and brilliant designs. Modem craftsmen in textiles, such 
as Elsa Gullberg and Einar Forseth, created exquisite new pat­
terns and revived founs long neglected or forgotten. Because of 
this union of the old and new, textiles played an impottant 
part in the rebitth of Sweden's arts and crafts. 

The modest slogan of the Swedish Arts and Crafts Society, 
"More beautiful things for everyday life," is not unlike that of 
the Social-Democratic party. There is the same unpretentious­
ness about it. And yet from 1915 onward it was a rallying cry. 
The society sought to raise the general level of taSte not only by 
direct propaganda but by convincing manufaCturers that the 
level of public taSte demanded better design. Leaders of the s0-

ciety succeeded, and it may have been their most impottant COD-
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tribution, in bringing together craftsmen and designers on the 
one hand and manufacturers on the other, persuading them 
that the arrangement was for their mutual benefit. 

The manufacturers, and this was a remarkable achievement, 
were made to understand the role of the designer and the place 
that must be accorded to him if he was to be eJfective. Many 
designers, such as Hald and Gate in glass, Ivar Johnsson in 
wrought iron, Fougstedt in pewter, Elsa Gullberg in textiles, 
became an important part of the businesses in which they en­
gaged. This partnership betWeen business and the arrs served 
gready to advance the cause of Vackrare Vardagsvara, "More 
beautiful things for everyday life." 

No one can doubt that the inlluence of the Swedish Arts and 
Crafts Society has altered the taste of every level of the popula­
tion. It has done much to sweep away the heritage of nine­
teenth-cencury stuffiness and the atrocities of /' art nouveau. 
This does not mean that the interior of every workman's Bat is 
a mean betWeen Corbusier and Elsie de Wolff. But light, space, 
simplicity and bright color have replaced to a surprising extent 
the heavy, crowded, dark Bars of two or three decades ago. 

In the rebirth of the arts and crafts that occurred in Sweden 
from 1915 to 1930 it is diflicult not to see a clear relationship 
to the harmony and well-being of the country's social and po­
litical life. I am familiar with the thesis that. art comes out of 
ferment and unrest, but that is, perhaps, art on another and 
higher level. Sweden's renascence is that of a people who seem 
singularly well adjusted to living; a rebirth of the art of living. 
Functionalism, the international style, has made headway 
among the younger architecrs, and there are some excellent 
examples of this style, particularly the public library that Asp­
lund did for Stockholm. But it is too arbitrary, too rigid in irs 
exclusion of everything that has gone before, ever to take a 
deep hold in Sweden •. 

In their ability to choose what they will preserve and what 
they will discard from out of the past lies undoubtedly one of 
the sources of the wisdom of the Swedes, in small things as in 
great. They abolished the House of Nobles because it was 
merely obstructive, devoid of any real relationship to the 
present, a reform which the Labor Party in Great Britain is try-
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ing belatedly to carry out against the House of Lords. They 
have preserved the King as a living lIag, a symbol of the no-
bility of the state. . 

Each year when the question of the appropriation for the 
royal family comes up in the Riksdag, the Left, Social-Demo­
crats, Communists, and Liberal Republicans, have a field day 
of oratory in which they denounce royalty and all its works in 
the strongest terms. In particular, one Communist in the Par­
liament, Ture Neeman, is given to language of violent denun­
ciation. He is the mildest of men in his personal life, a poet 
and an intellectual. At the end of one of Neeman's violent 
speeches on the crown recendy, Mauritz Hellberg. a veteran 
Liberal member of parliament, rose to reply. 

"I've listened to many speeches on the crown," Hellberg 
said, "and I've made many myself, advocating the abolition of 
the crown. But I think our bloodthirsty friend goes a litde too 
far. The king is like Santa Oaus. We know when he puts on 
that red robe and that high crown that he is just one of us, but 
we like to see him dress up in those fine clothes." 

Here was pragmatic wisdom, the power of the symbol I:l[­

pressed in simplest terms. The Riksdag voted the appropriation 
for the crown as it had always done and as it will in all proba­
bility continue to do for many years to come. The annual ap­
propriation for the households of the king and the crown prince 
is slighdy more than 800,000 kronor, the smallest item in a 
budget of more than a billion crowns. It is not, one is told by 
the thrifty Swedes, a very cosdy luxury, this human Bag, this 
king. 



X 

DENMARK ORGANIZES THE FARM 

TI metamorphosis that occurred in Denmark in the 
half centuty from 1880 to 1930 is nothing short of 
miraculous. The fortunes of this small country were 
at the lowest ebb in the decade after 1865. The 

people themselves were in a state of abject misery and apathy 
that was close to utter despair. Prussia and Austria had ad­
ministered the £nal humiliation in 1864 when they had made 
war upon Denmark that ended with the loss of Schlesvig, a' 
province in which 200,000 Danes lived. In a country reduced 
to scarcely half the size of Maine, with very limited mineral 
resources, the soil, impoverished by centuries of misuse, was 
tilled by peasants who were little better than serfs attached to 
the great feudal estates. Denmark was actually on the verge 
of national disintegration. 

But already, even before this point of extreme despair had 
been reached, the forces destined to recteate the land were at 
work. That extraordinary national heto, Bishop Nicholas Fred­
erik Severin Grundtvig, had through his teaching prepared the 
way for a new epoch. Not long after his death, in 1872, the 
first results of the doctrines he had spread abroad began to be 
apparent. 

Grundtvig preached a kind of nationalism new to Europe. He 
stirred the mass of the people to a sense of their common herit­
age, their common language and literature, the glory of the 
past. What he did, essentially, was to prepare the way for a 
strong national government that would direct the economic 
and social life of the country. This was his first major contribu­
tion. Second, he taught the Danes coOperation; he showed 
them a practical way to rebuild their nation. And he schooled 
them above all in the use of the instruments of democracy, p0-
litical and economic. 

Perhaps the most important instrument that he gave them 
was the unique educational form known as the Danish folk high 
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school~ school for adults that should be intimately allied 
with rural life. The new school was to teach the people to 
know the Danish background and to undetstand and appr~ 
clate their heritage. But even more important, it was to inscrua 
them in practical methods for drawing the most from the life 
in which they found themselves. They were to learn not only 
how to make more money through farming, but the pleasures 
of singing and dancing and reading; not on some remote plane 
in some sttatum of existence to which they might aspire but in 
their own homes and whenever they gathered together. These 
schools were to be Danish schools, with no foreign languages 
such as were considered necessary to the education of the upper 
classes. In Grundtvig's conception, the teacher would live and 
work with his pupils, and thereby become a focus for c0m­

munity life. 
While Grundtvig was still living the first folk high school was 

scaned. A half dozen sons of farmets, young men in their early 
twenties, studied with Kristen Kold, the first teacher, in an old 
farm building. From that beginning there has grown the na­
tional institution of the folk school. Today there are 2,500 con­
tinuation and evening schools for young adults in city and 
Country with more than 60,000 pupils. Of actual folk high 
schools there are today sixty with a total of 6,400 students. 

The folk high schools and the continuation schools are dis­
tributed through the whole country. There are coucses in ordi­
nary subjects, history, literature, economics. hygiene, but always 
with stress upon Denmark. And then there are coucses in prac­
tical subjects, animal husbandry, domestic science, handcrafts, 
coOperative management. Each individual folk high school is 
owned by the farmets of the neighborhood in which it is lo­
cated; the farmets form associations for the support of their 
school. The course for young men is CUStomarily in the winter, 
from November to May, while young women take a ~ 
month course in the summer. The fees, including board and 
lodging under a common roof, are about $20 a month. For Stu­

dents who could not otherwise attend school the government 
provides the fee; it maintained 3,500 pupils through grants of 
mitiOri in the year 1932-33. 

As an indication of the inlIuence these schools have had, it is 
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estimated that at least one third of the present farming popu­
lation has taken courses at some rime during the past thirty 
years. Education and coOperation were the two great forces at 
work for the rebirth of Denmark. Behind Bishop Grundtvig·s 
rallying cry, "All for one and one for all," was the slow realiza­
tion by the body of the people of how they might recreate their 
common lot. At the same rime there began a fundamental 
change in the land system, and it was this basic economic 
change that made it possible for the people to progress thtough 
education and cooperation. 

Although serfdom was abolished in Denmatk in 1788, the 
latge estates, tilled under a system of paid agricultural labor, 
persisted up until the middle of the last century, and the .estate 
owners had certain privileges which they exercised until lately. 
The land was leased by comparatively few owners on extremely 
harsh terms to a large tenant class. But about 1850 certain pub­
lic-spirited individuals began a movement to enable tenants to 
borrow money at low interest rates. Many tenants took ad­
vantage of these rates and soon demonstrated that farming on 
a small scale by individual owners was fat more profitable than 
the tenant system. The superiority of the new method was so 
obvious that even the estate owners were compelled to ac­
knowledge it, and they were therefore more willing to part 
with lands their families had held for centuries. 

As a part of the general awakening that was to transform 
the entire country, another land movement came into being. It 
was incorporated in 1866 as the Danish Heath Society. While 
the society had an excellent leader in Colonel E. M. Dalgas, it 
was not slow in enlisting widespread support so that it, too, 
might be considered a popular movement. As with education 
and cooperation, it was not superimposed reform but a deter­
mined effort at self-regeneration that made the Heath Society a 
powerful force in Danish life. 

The society proposed to reclaim batren land and to reforest 
areas stripped by improper forestry-it was an imperative need 
with rich Schleswig gone and the remaining population latgely 
dependent upon agriculture, both for consumption and export. 
The Heath Society has carried its program to evety part of the 
country, draining the land, cultivating bogs and meadows, plan-
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Ding irrigation projects, building roads, converting waste 
marshes into fertile fields. From the beginning the heath farm­
ers themselves-there are nearly 14,000 paid up memberships 
todar-have done most of the work, but always under the ex­
pert guidance and advice of the society. 

The work began in Judand where prior to 1860 there were 
4,500 square miles of uncultivated land, nearly three fourths of 
which has been restored. Judand has been uansformed, lit­
erally, from a wasteland to a pleasant, profitable farming area. 
With success in Judand, the activities of the Heath Society 
were gready enlarged and directed toward the reclamation of 
other submarginal regions. Rivers were suaightened and the 
height and volume of their flow conuolled; this rendered bor­
dering marshes and lowlands arable. In three years the society 
completed eighty miles of irrigation canals, f.reeing thousands 
of acres of sour and stagnant water. Dikes were consuuaed, 
and under the direction of the society many square miles of 
barren land were ueated with fertilizers. Altogether it is esti­
mated that the amount of arable land in Denmark has been in­
creased by more than 20 per cent through the efforts of the 
Heath Society. And the total forest area has been increased 
from 6 per cent to 9 per cent which represents more of a ui­
umph than appears on the surface, since the forests have been 
made to yield a considerable supply of timber. 

Support for the work of the Heath Society has come not 
alone from the farmers who stand to benefit most by it, but 
from several other sources. The state has each year provided a 
generous subsidy. Far more remarkable is the faa that large 
numbers of city dwellers in every rank of society have become 
conuibuting members and have taken a keen and active interest 
in the society· s program. A considerable number of bequests 
have come from both farm and city membets to aid the work. 
It is obvious that there is a general realization that Denmark·s 
well-being rests upon agriculrure. This is a kind of nationalism, 
a national consciousness, that transeends certain of the class, 
sectional, and occupational antagonisms prevailing in conti­
nental counuies such as the United States; and along with it 
goes the knowledge that the very existence of the nation do­
pends upon a large degree of coOperation, even at a real sacci-
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iice, betWeen classes, sections, and persons of various occupa­
tions. 

The movement to pateel out the estates into small indi­
vidually owned holdings had gained such force that by 1899 
the first of several land allotment laws was passed. Under the 
terms of this law the government is authorized to lend to a 
prospective purchaser in advance a sum equal to nine tenths of 
the purchase price of the land as shown on the registered tide. 
In addition, if there are roofed·in buildings on the land, the 
purchaser can borrow, with the approval of local officials, up 
to one third of their value. These loans are secured by a gov­
ernment mortgage on the entire property and this mortgage 
cannot be foreclosed so long as the purchaser puts the lands to 
the uses stipulated in the law. 

Provisions for repayment are extremely liberal. Interest on 
loans on land is at the rate of 4* per cent and the same rate 
applies on building loans. No part of the principal is repaid 
during the first five years of the loan. And after this five-year 
period the borrower pays only small annual installments, equiva­
lent to 1 per cent of the total building loan, until he has paid 
back the portion that is interest free. The loan on the land is 
finally redeemed by annual payments in which both interest and 
amortization are equivalent to 5* per cent of the original 
amount of the loan. 

A careful study of each applicant and the land that he hopes 
to buy is made by the government. The question of whether or 
not the farmer will be able to run his new farm on a profitable 
basis and repay his loan is one which the government seeks to 
answer first of all. Not only the applicant's financial standing, 
but his character and the esteem in which he is held in the 
neighborhood are considered in arriving at an answer. It is true, 
however. that those applicants who have put by sufficient sav­
ings to meet the interest requirements on the loan in the early 
years are given preference. 

The law of 1899 was broadened in 1919 in such a way that 
the government was given authority to take over large areas of 
land in those distriCts where the small purchaser could not 
buy at all or where the land was held at a price that was in­
equitable. Needless to say this gready enlarged the scope of 
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the program. At the outset under this new legislation the gov­
ernment acquired 85,000 acres, su.flicient for about 5,000 small 
holdings. 

The way in which purchases are made under the new law is 
very interesting. It is scarcely a purchase at all. The farmet d60 
siring to acquire a small holding pays down no purchase money 
whatsoever, merely contracting with the government to make 
an annual interest payment equal to about 4~ per cent of the 
value of the land. The valuation of the land is determined pe­
riodically by a committee of government expertS. The govern­
ment will loan to the "purchaser" nine tenths of the cost of 
suitable farm buildings, with interest at the rate of 4~ pet 
cent up to 8,000 kroner, roughly $2,000, and no interest charge 
above that level. The building loans may be repaid on the same 
liberal terms as under the earlier law. 

With the government as landlord, under· the provisions of 
the liberalized law, it became possible for a farm hand with 
one tenth of the sum necessary for building a house and barns, 
together with a small working capital for livestock and cools,­
say as little as $30o-to set himself up as an independent 
farmer. The state reserves the right to take back the land if it 
"is "sold" to any other than the direct heir of the original "pur- _ 
chaser." It is significant of the success of the land program that 
this has been necessary in only a negligible number of cases. 
Under the law of 1899 nearly 11,000 small farms with indi­
vidual owners were established, the government advancing 
$23,000,000 in loans and subsidies. From 1920 to 1932 ap­
proximately 6,000 small holdings were acquired by individuals 
through government aid. And the government has spent nearly 
$25,000,000 in the acquisition of lands from owners of large 
tracts since 1920. 

As with most of the changes that have come about in Scan­
dinavia, the govemrnent has been but one agent, one factor. in 
the success of this fundamental reform. Perhaps equally impor­
tant has been the part played by private "parceling out ass0-
ciations" formed under the law of 1899. These associations 
were formed to assist prospective purchasers in the selection of 
farms and in raising the necessary loans. Thete are about twenty 
such associations. The largest of them has bought more than 
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125 large estateS which have been parceled out into nearly 
2,000 small farms; in addition, out of the 125 estates, this ass0-

ciation has sold hundteds of acres to the government. Another 
large association has been insuumental in establishing more 
than a thousand new farms. H the Ministry of Finance has ap­
proved the rules of these associations, they may borrow funds 
from the government to carry on their work, the estates to be 
parceled out serving as collateral. In this way they have been 
able to extend their ptogram very rapidly. 

The phrase "small holding" in Denmark means small indeed 
according to American standards. The bulk of the small farms 
established under the land program are from nine to thirty­
seven acres in size. And nearly 45,000 of these farms are from 
one acre to nine acres. The latest figure shows that less than 7 
per cent of all farms are farmed by tenants. 

Holdings as small as these require farming of an intensity 
that is almost comparable with that of Japan. And, as the 
Danes are proud to acknowledge, they call for the closest c0-

operation. Agriculture in Denmark prior to the depression 
achieved the highest level of prosperity and efficiency in the 
world by virtue of coOperation and the most thorough educa-

~. tion in scientific farming. And Denmark was able to send her 
agricultural productS abroad to compete successfully in a half 
dozen markets because the profit of the middleman and the 
processor was largely eliminated. 

The coOperative movement in Denmark grew directly out of 
the folk education that was Bishop Grundtvig's bequest to his 
people. Today 90 per cent of the Danish farm population is 
formed into one great coOperative which is the heart of the ~ 
nomic life of the country. There are 5,000 coOperative societies, 
consumer, marketing and credit, and they are united in the 
Federated Danish COOperative Association which is in tum di­
rected by the Central COOperative Council. At the peak of pros­
perity their business approached a total of two billion kroner, 
$250,000,000. This sum may be measured against a total popu­
lation of slighdy more than three and a half millions. 

It was by force of necessity, when America in the 'seventies 
invaded the world wheat market with the bountiful harvests 
of the newly opened prairies, that Denmark revised her entire 
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agricultural system, turning to dairy products, eggs and bacon. 
The Danish COOperative Egg Exporr Association was formed 
in 1880. The first coOperative creamery was established in 1881. 
Today there are more than 1,500 such creameries. Denmark 
furnished one third of all the butter in the world marker and 90 
per cent of it came out of these coOperative dairies. Of 210,000 
Danish farms, 190,000 hold memberships in coOperative dai­
ries. COOperative credit socieries and banks sprang up very 
rapidly and were of notable assistance in the land program. 

By 1890, 700 dairying coOperatives had been formed. Proc­
essed coOperatively, the output of these dairies was sent abroad 
through coOperative butter exporring socieries. It was possible 
for the stnall farmer through his coOperative to dispose of his 
milk supply ar the same price as that obtained by the large-scale 
dairy farmer. Under coOperation, too, the marker for dairy 
prodUcts was kept far more stable than it had ever been before. 

It was in 1887 that the first bacon factory was started. Today 
there are fifty-eight with an annual rumover, according to the 
latest figures, of nearly $100,000,000. Here, too, Bishop Grundt­
vig' 5 text, "All for one and one for all," was proved in prac­
tical gains to coOperating farmers. By virrue of their pooled teo 
·sources, Danish coOperators were able to advertise the real su­
periority of Danish bacon throughout the continent, and par­
ticularly in Great Britain. In this way a stable demand was 
created. Today all the factories are organized in the Union of 
Danish COOperative Bacon Factories for the protection of their 
common interest. 

COOperation has invaded every phase of agricultural life. A 
coOperative society of seed growers markers its output, with a 
guarantee of quality. This group makes its sales largely through 
the COOperative Wholesale Society of Denmark. Cattle export 
has also been organized coOperatively; in 1932 there were fif­
teen socieries with 14,000 members. In the egg export associa­
tion virrually all poultry farmers. are concentrated, supplying 
those carefully labeled eggs that reach London breakfast tables 
with such dispatch. 

Fertilizers and feed stuHs and grain are purchased on a c0-
operative basis through socieries that are closely allied with 
the markering groups. Four large purchasing organizations had 
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an annual turnover prior to the depression of more than $25,-
000,000. Farmers, as would be expected, form the bulk of the 
consumer cooperative societies. The Danish farmer may buy 
and sell within his own cooperative system, a system so com­
plete that virtually none of the money he spends goes into pri­
vate profit; nor has the income that he receives been depleted 
by the levies of a private processor or middleman. 

At every turn the government has helped the coOperatives to 
improve the quality of agricultural products. There are twenty­
one agricultural schools in Denmark and each has created a 
model farm that serves as a splendid object lesson to small 
farmers in the district in which the college is situated. What is 
more, these model farms are made to pay their own way. There 
exists a remarkable liaison betWeen the farm and the agricul­
tural college so that the scientific methods of the latter become 
part of the small farmer's knowledge and background, a knowl­
edge readily applied to the farmer's immediate problems. 

One of the most important faerors in bringing about this 
working understanding betWeen science and the farmer has 
been the control societies established to enable the dairYman, 
large or small, to know precisely the economic value of each 
cow that he owns and to compare this with the ranking of the 
cows owned by his neighbor. These societies now have their 
own experts who visit all farms regularly and make thorough 
tests every two weeks. The results of these tests are entered in 
uniform record books which are kept by control societies in every 
district. Today there are nearly 1,500 such societies and almost 
a half million cows are inspected. From the government the s0-

cieties get an annual subsidy of $35,000 which is distributed by 
the Minister of Agriculture. . 

But the government, although it has extended aid to agri­
culture in various forms, readily acknowledges the achievement 
of the coOperatives. And it is careful to point out that the posi­
tion of the cooperatives was achieved without subsidies or ap­
preciable assiStance of any kind. In short, out of a common need 
there grew this remarkable collective enterprise. 

On the example of the folk schools various community 
groups have been formed: athletic clubs, reading circles, sing­
ing societies and large folk meetings; hundreds of people gath-
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ered on a holiday afternoon under a pleasant grove of trees to 
listen to lectures of a broadly cultural nature and to enjoy sUn. 
pIe entenainment. This sounds a little deadly. But it is not. For 
it is infused with the good humor and the gayety of the Danes. 
It is well to remember that they have built the most attractive 
amusement park in the world, Tivoli in Copenhagen, which 
last year had its centennial celebration with a visit from the 
prime minister and all his cabinet. 

Many of the folk high schools have become very well known 
and educators from all over the world have come to observe 
their methods. The oldest and most famous of the schools is 
that of Askov in Judand. Peter Manniche's International 
People's College at Elsinore has also gained a world-wide repu­
tation. But though they have become well established, famous 
even, the folk schools are run on the simple: plan that their 
founder originally conceived. The teachers live with their pu­
pils and share their lives, participating in the life of the com­
munity. And they are, as Bishop Grundtvig believed they would 
be, leaders and counselors of the people. It is interesting to note 
that the Swedes adapted the idea of the folk high school to 
their own practical temperament. In Sweden the folk high 
schools are more often affiliated with trade schools. 

It is not to be wondered at that this socialized education has 
produced advanced social laws, pertaining to women and chil­
dren, public health, the hours and conditions of labor. Den-

'mark's pioneer laws have had such a wide influence that it is 
scarcely necessary even to mention them here. Less well known 
is the fact that the Danes have built a thorough and scientiJic 
tax struCture which includes a levy upon the capital value of 
property, intended to relieve land of a disproportionate burden 
and to defray the cost of advanced social services. It must also 
be realized that a very small share of the Danish budget goes 
to military defense. 

If all this has the air of a latter·day Arcady, yes, of Utopia, 
it is because the Danes actually did achieve a very high type of 
rural civilization. The civilization was based upon the export 
of agricultural produce in open competition in the world mar­
ket. But what has happened to agricultural prices during the 
depression is all too well known. Furthermore the trade in 
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agr!cul~ products has felt the direst e1fects of economic 
nanonahsm. 

The Beaverbrook newspapers in England aied out against 
Danish bacon and Danish butter and eggs. They were under­
mining British prosperity, destroying the very fiber of British 
statehood. A political government responded with inaeased tar· 
iffs and complicated trade agreements. Germany put drastic 
restrictions on food imports. Danish farmers through their c0-

operatives have used every resource ro meet these national re­
prisals but they have felt keenly nevertheless the cruel force of 
the depression. And they have demanded, as farmers the world 
over have demanded, that the government act ro raise farm 
prices. In a country the size of Denmark, where agriculture is 
so largely dependent upon the world market and where the 
trade balance is built upon farm products, sucb artificial price 
manipulation as the Roosevelt administration has attempted is 
plainly out of the question. 

In the late summer of 1935, 50,000 farmers gathered in the 
courtyard of the palace in Copenhagen in an extraordinary 
demonstration ro whicb the king responded with a personal 
appeal for loyalty. There are conflicting reports about this 
demonstration. Parties of the Left cbarged that it was engi­
neered by the Nazis as a threat against the Social-Demoaatic 
government and certainly there were many Nazi sympathizers 
among the demonstrators. But in part it appears to have been 
a nonpolitical demonstration of farmers dependent upon the 
export of butter, eggs, and bacon, in protest against the tariff 
on grains and hay, raw materials whicb these farmers in large 
part must import. No demonstrators, according to observers, 
came ro Copenhagen from districts in whicb grain and hay are 
still the principal crops. 

A part of the continent, Denmark has always been more in­
volved in European politics than Sweden. Inevitably this has 
been so and Denmark has suffered bitterly in the past for her 
proximity ro Germany. Nazi Germany now looks with covetous 
eyes on the territory that went to Denmark by plebiscite at the 
dose of the World War. 

Consumers' coOperatives and salteownership and operation 
of monopolies have played a vital part in Danish economy, as 



144 SWEDEN: THE MIDDLE WAY 
in Sweden. But what the Danes have done to remodel agri­
culture stands out as a unique achievement. It is one that has 
been often described but it seemed worth while to summarize 
it here if only because of the great inHuence it has exerted uP9Q 
Sweden. 



XI 

RECOVERY 

S
WEDEN'S recovery has been one of the most remark­
able pheno!ll~_oLtile:~epr~on. The index of in­
dustrial production rose to 104 in November, 19~4, 
with 1929 as 100, and a high level was sustained tbiougb 

19~5. For the same month the index of employment reached 98, 
using the average for the years 1925 to 19~0 as 100. In August 
of 19~ 5 the unemployed totaled only about 4~,ooO persons, con­
siderably less than 1 per cent of the entire population. In Stock­
holm there were actually less than 4,000 unemployed. Foreign 
trade increased throughout the entire year. And there were other 
even more tangible proofs of recovery. The sale of wine, an in­
fallible barometer, mounted rapidly. An increasing number of 
licenses for radio receivers were issued. More telephones were 
installed than ever before. 

Through August and September of 19~5 the revenue from 
automobile licenses was up and the rate of consumption of 
electric power was rising. In many districts taXes have been 
paid up to 95 per cent. There has been a building boom which 
began with the end of the building trades strike of 19~4. Sev­
eral mortgage banks and industrial concerns have been able to 
Boat bonds at ~ per cent and no government issue now con­
vertible pays more than ~* per cent. In fact, the cautious 
Swedes are concerned for fear that this mild boom will get out 
of hand. 

Another significant faa is the successful balancing of the 
budget for 19~ 5-~6, with no extraordinary expenditures for the 
relief of unemployment or public works. The budget for the 
fiscal year of 19~5-~6 was balanced at 1,065,000,000 kronor 
which with the crown at gold parity, where it was in the spring 
of 19~5, is approximately $250,000,000, a reduction of more 
than $10,000,000 from the budget of the previous year. There 
was a large budgetary surplus in 1935 due to gready increased 
taX yields. 



146 SWEDEN: THE MIDDLE WAY 
It is signilicant, too, that the estimates on which this budget 

is based include substantial gains from state-owned industries, 
which, according to early rerurns, are almost certain to be re­
alized. The Royal Board of Waterfalls puts the surplus revenue 
from the state's utility system at approximately S5,000,000 for 
the current fiscal year. The income from the telegraph and tele>­
phone systems is listed at about S8,000,000 in the budget fore>­
cast. The state railways are expected to yield more than S6,000,-
000. The Royal Board of Foresuy is expected to pay into the 
Treasury nearly $3,000,000 in revenue from the state forests. 
The capable managers of thes~ state industries are not merely 
guessing at the amounts of these surpluses; they have a sound 
basis in past experience for predicting increased activity which 
will in torn increase their revenues. 

The reasons for Sweden'~teco~~.a,r!LaLdivetse as th~­
tore of her economic life. Fortuitous circumstances-fortuitous 
for-Sweden atleast-qwte beyond domestic control have con­
tributed a great deal to recovery. Without certain developments 
in world trade-and worlctpo1itics that worked gready to Swed­
en's advantage recovery would never have been so far advanced. 
But it is true that because Sweden's internal econom! was well 
ordered she was able to make the greatest use of these for­
tunate turns. 

First of all there was the vital increase in the trade in timber 
with England. And this grew iii part outorCreat Britain's 
differences, both political and economic, with Soviet Russia. At 
the time that timber agreements with Russia were broken off 
Swedish exporters got large contractS that have been an all im­
portant faeror in this industry which is basic to Sweden's in­
dustriallife. 

The European war scare has. kept. Swedish munitions plants 
operating on Doom-time SChedules, producing armaments for 
export. It is not diflicult to imagine what this boom has meant 
to the country's iron and steel plants. The Bofors plant, largest 
munitions works, has been operating at full capacity for at least 
five years. . 

From the point of view of her export trade, Sweden left the 
gold standard at a most fortunate time, following the example 
of England in 1931. For several years Sweden had an export 
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advantage over those countries that stayed on gold, an advan­
tage which has remained of tangible value, in so far as the Euro­
pean gold bloc countries are concerned, down almost to the 
present time. 

Sweden is credited by economists with being the first country 
to attempt to srabilize its currency, not with regard to gold or 
for~ exchang~ but in .!~atiQJ;L to the internal purchasing 
power--:QI1ts own mon~. Retail prices and wages had not fallen 
as much as the wholesale price level, with the result that the 
gap between wholesale and retail prices was extremely wide. 
One of the first objectives of the government in managing the 
currency was to close this gap so that production might be more 
profitable to the farmer. Most observers agree that while the 
move to raise the wholesale level has not been markedly suc­
cessful, the government has been able to hold the retail price 
level relatively stable. As early as 1928 the government under­
took to restore agriculture to a more profitable basis. This at­
tempt, involving mild quota restrictions in relation to exportS 
and imports of agricultural produce, bears a slight resemblance 
to the experiments of the Agricultural Adjustment Administra­
tion at Washington. But they were not as drastic nor were they 
predicated upon an economy of scarcity. 

The mysteries of currency manipulation are so profound that 
only a few seers and soothsayers may penetrate them and what 
they report is for the most part contradictory, abstruse and all 
too often quite unintelligible. What Sweden achieved through 
her managed currency was long a matter for debate but of late 
one has heard very little of currency management. There is a 
general realization that it is at present playing a minor part. in 
Sweden's recovery. 

It is enough to say that there has been a marked degr_ee of 
monetary stability __ throughouLthe depressio~e Bank of 
Sviedenhas fo"llowed a consistent policy, publicly announced. 
The relation betWeen the pound sterling and the krona has 
been practically unchanged for several yeats and in 1934 the re­
lation of the krona to the dollar tended to be more stable. This 
st~bility has worked to the great advantage of Swedish ~ 
ets. Tliey have beenaDletoD:iaki thm plans over a definite 
rengm of time with reasonable security against disastrous day-
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to-day Buauations. The price swing has been comparatively 
slight. Wholesale prices in Sweden, as in Great Britain, in­
aeased 5 per cent from 1932 to the end of 1934, in contrast 
with an inaease of 20 per cent in the United Srates and 8 per 
cent in Canada and a decline in the gold bloc countries. 
Swed~'s consistentlo'\V_tar~P2li..9'L.!!!.intained thtoughout 

the depression, is aedited by many with contributing to her re­
covery. No exchange restrictions were imposed although all 
over the world other nations were resorting to import quotas 
and sirniJ. r devices impeding the Bow of trade. On some im­
portant products Swedish duties are now the lowest in the 
world. This is true, for example, of automobiles. And it may 
well be the reason why imports from the United Srates in­
aeased in 1934 by 78 per cent, the largest trade gain for a sin­
gle country that America recorded in that year, 

Technicians have contributed not a little to the continuing 
BOWofSweaen's foreign trade by improving the ptoducts that 
Sweden has sent into world competition. Swedish steel in a 
highly refined form goes into Pittsburgh. It is a source of pride 
that Swedish ball bearings are a part of the mechanism which 
for five years will continuously grind the lens of the greatest 
telescope in the world. Recendy a leading technician in the 
wood-pulp field announced that this industry had reached the 
quantitative limit of expansion and that future growth would 
have to depend upon bettering the product sent into the chan­
nels of world trade. 

This technical proficiency has its base in Sweden's universal 
education. Illiterates constitute less than one tenth of 1 per cent 
of the population, but this is only a crude measure. Technical 
schools have reached a high degree of development and they 
are open to every class, with the competition for places ex­
tremely keen. In literature and art most of the first rate younger 
men and women are sons and daughters of workers who have 
been educated by the State. 

With education so widely diffused it is not surprising that the 
struggle for place is intense. And here the "royal Swedish jeal­
ousy" plays a part. When a professorship at Lund or Uppsala 
becomes vacant, a major political conffict ensues which is in­
variably taken up by the newspapers and the general public. 
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These factors, having to do with world trade and currency 
manipulation, have entered into the so-called recovery that most 
governments have claimed. The question in Sweden is to what 
degree coO~on, state ownership, State rontrol o~ m<?!l~~ 
lies=tlie mo cations of the capitalist strUgure this book has 
1ieeii concemedwitli=liive ronailiutCcf toward restoring p~ 
perity; both in sustairungeonsumer piliCfulSi[lg power and 
tliHeDy limiting the course of deflation; and through expansion 
of state activity impossible to private trade by reason of the 
world paralysis. To answer it with any finality is plainly impos­
sible since so many intangible and disputed elemenlS are in­
volved. But at least one can put down certain sequences that 
seem to be cause and e1fect. 

Foremost would come Sweden's Pull!!c W..!l~~PfC)gr~. This, 
as a thorough study by an American econolIllSt, llrofessor f J. 
Ratzlaff, has shown, is the result of a long background 0 ex­
penence with work relief. To relieve the widespread want that 
resulted from the prolonged crop failure of the years 1866 to 
1869 state relief committees were formed which received funds 
from state, proVInce and commune and distributed them through 
a system of subcommittees. "For especially pressed sectio~ the 
National Parliament relieved the situation by granlS for the sup­
port of canal, road, bridge, wharf, and other building projectS." 
The method of unemployment relief has undergone a continu­
ous and gradual evolution from that time forward. Very early 
the Riksdag recognized that unemployment was a national 
problem to be brought within the administration of the Na­
tional Board of Trade. By 1907 the government had come to a 
frank realization that the poor laws were outmoded as a basis 
for relief and that instead it was the obligation of the State to 
provide an opportunity for work for all. 

With the outbreak of the World War in 1914 the government 
foresaw that serious unemployment would grow out of the in­
evitable decline of world trade and there was formed the,Na­
~onal Unemployment Commission. At the start it attempted to 
regulate reIanons betWeen empTofer and employee, along lines 
not unlike those followed by our National Rerovery Adminis­
tration. The commission called in representatives of labor and 
industry, agreemenlS were foscered between worker and em-
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ployer to speed production, and employers and farmers were 
warned to avoid discharging employees whom they could pos­
sibly afford to retain. But these functions were incidental to 
what has always been the principal task of the commission­
relieving unemployment through public works. 

The goal of the commission has been a back-log of public 
works that will absorb the ordinary unemployment and which 
will also be capable of rapid expansion to meet emergency un­
employment in periods of depression. The commission from the 
outset enjoyed wide freedom of action. It established a rate of 
pay for "reserve work" which was higher than the amountp~d 
in direct cash relief but lower than wages'in private industry. 
The commission claims that this policy has "in a latge-measure 
accounted for the fact that the wholesale unemployment in 
Sweden has been reduced to normal proportions faster than in 
most of the European countries." The wage policy has under­
gone two recent modifications, largely as a result of pressure 
from the Social-Democratic government. First the commission 
fixed the wage rate at about 20 per cent lo~ than the hig!Iest 
wage for unskille.<! labor paid in any area in the country; under 
,this change, in localities where the wage scale was low the rate 
paid on "reserve work" tended to approximate the rate paid in 
private industry; The work relief bill of 1933 contained a clear 
declaration for the prevailing wage rate for unskilled labor in 
the locality in which the project was to be carried out. 

The commission claims thaCJ;~xfep!J9r t1!r.~ P'~io~~J)f~~!l 
unemployment, during intervalsyf wQ!"lct~epression, 1914-J1, 
1921-22 andT!i,O'onward;"i:eserve works" have solvedthe r~ 
liefpr.opl~ Professor c. J. Ratzlaff-dWlenges-thlSclaiiD.He 
points out the difficulty of maintaining a sufficient volume of 
"reserve work" through the winter months, particularly during 
the winters of 1923 and 1924. 

Here, brielly, is the way in wllich Sweden's "reserve work" 
has op~ted. The final decision oli projects-to-Dc 'undertaken 
rests WI the National Unemployment Commission. The com­
mission has established certain general principles: the work 
must benefit the state, a Commune, or other public body, and 
must be justified for economic or cultural reasons but must DOC 
be such that it would be carried out DOtmally by ordinary 
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means; wages must form a comparatively large proportion of 
the cost; and it must be possible to start, Stop, extend, or re­
strict the operation in accord with the fluctuations of private 
employment. 

These conditions have been met most readily by various kinds 
of construction-roads, railways, harbors, power stations, the 
regulation of water courses for floating timber, land drainage, 
and forestry. It is obvious that the choice of public projects­
that is, projects of direct benefit to the state-is far wider than, 
say, in the United States where private industry is fiercely jeal­
ous of the encroachments of government. There has never been 
any lack of proposals and for the most part sound proposals. 
Between October, 1931, and February, 1932, the commission 
organized seventy-five new major "reserve work" projects. 

When a project has been decided upon, the commission 
draws up a contract with the local body responsible for the 
scheme. This legally binding contract specifies a number of 
things. The local body must provide approved working plans, a 
survey of the site, stone and gravel pits, necessary machinery, 
supervision, legal and other preliminary work. The commission 
in rerum agtees to carry out the project contracted for in accord 
with the accepted plan and to complete it to the degree re­
quired for the relief of unemployment. 

The "reserve work" system is, of course, carefully coOrdi­
nated with the public employment exchanges that are found 
throughout the country. Workers are placed on relief registers 
after they have been unable to secure employment. They are 
chosen from the register for reserve work. Wages ranged, be­
fore the policy laid down by the 1933 work relief bill, from. 
about 95 cents to $1.90 a day, with the majority receiving about 
$1.15 a day. These figures are arrived at by converting the 
kronor at the parity rate but they represent, on the whole, a 
greater purchasing power than would equivalent amounts in 
our currency. The commission has not hesitated to approve proj­
ects requiring movements of labor from one locality to another 
when this has seemed inevitable and the workers required to 
move have been provided with adequate housing free of charge. 

The balance sheer of the Unemployment Commission for the 
period from July, 1930, to June, 1931, shows that the average 
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cost a man-day of the state reserve works was about S 1.90. Of 
this 4.7 per cent went into central administration, including the 
whole cost of the commission; 75.8 per cent went for labor 
costs; 6.~ per cent for management; and the remaining 13.2 per 
cent for cools, materials, transport of workers, and other costs. 

In 1921 there were 21,000 unemployed on reserve work, in 
1922, 31,100, and in 1~3, 14,700. These are maximum figutes 
for those years. Wherever one goes in Sweden one sees the 
work of these earlier years. And the communities take a pride 
in what has been done. The local mayor makes a point of driv­
ing the foreign visitor by a round-about road so that he can 
say, "There is the bridge we built in 1922 with our reserve 
workers." 

But this system C()!lid not begin to take care of the large-scale 
unemployment W)iich beg!B!n 1931. The number of the unem­
ployed increased very rapidly through 19~2, advancing from 
41,595 in February of 1211 to 108,032 inTe same month of the 

, following year, as shown by the unemployed register. By Janu­
ary of 1933 the number on the unemployed register had reached 
the startling total of 189,225. In a country with a population of 
little more than 6,000,000, this was cause for serious concern. 
'Of this number only 22 per cent were given relief through the 
reserve W~!~_system. 

In the spring of 1933 the Social-Democrats in control of the 
government, with their leader, Per Albin Hansson, as prime 
minister, proposed a drastic remedy for this crisis of unemploy­
ment. Let us, they said, try to restore purchasing power for a 
year by putting the whole number of t:I)~1Wemployed to work 
at the union-wage level. While there wile 186,56_1 unemployed 
in March, it was fairly certain that this numberwould drop with 
seasonal employment in the spring to about 145,000 and the 
Social-Democrats went forward with a detailed plan to put 
130,000 men back at work either through the reserve system or 
by subsidies to private indusccy. 

This would require abOut $42,880,000, it was estimated, and 
the government pro~sed to @s~_t1ils lir~_S1lIJl_.!Dro.E8h the 
sale .2Ls~()l!:'termobligat!ons~ carrying a guarantee to repay 

'within aoout~. To reure these obligations the gOvern­
ment would impose ~es, chieBy inheritance taXes, in-
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~g the lhen lIlllXipum of 20 percent to 42 per cent, the 
new maximum.to be applied on the largest fortunes where there 
was no direct heir. 

This radical plan caused an immediate outay from the con­
servatives.'The proposed taxation was equivalent to a major 
capital levy, they said. It was aimed, they hinted, at the patri­
arch, Knuf Wallenberg, who was eighty years old. Should he 

• die within the six·year period, the inheritance taX, together with 
other taxes, would take more than half of his estate. We have 
coOperated before, said the capitalists, but not this time-this is 
momuch. 

The Social·Democratic unemployment program called forth a 
new kind of opposition. Many persons on the Right said, in ef­
fect: "Now the time has come to unite and put a stop to this 
process, for you see it menaces private capital in those very 
fields that have hitherto been reserved, even by the Socialists, 
for private enterprise." Many capitalists in Sweden had secredy 
welcomed the German Nazi reaction. Not only traditions and 
ties but large investments bound them to German capitalism. In 
this new and bitter controversy the conservatives resorted to tac­
tics that they had hitherto considered beneath their contempt. 

On May fust, 1933, the masses marched, Communists, So­
cialists, Anarchists, Esperantists, Syndicalists, every Left Wing 
group under the sun, all with their banners Hying, red banners 
inscribed with brave devices and heroic mottoes. And then there 
were the trade-union delegations, solid phalanxes of marching 
men that seemed to go on forever. And meanwhile virtually all 
industry was at a standstill, The conservative aristocratic Right 
decided to have its own May Day, a demonstration, like labor'.s, 
of prowess and prestige, There were those who suggested that 
this might be a little absurd, beneath the dignity of aristocrats, 
but they were overruled. In the great conservative parade counts 
and countesses and aide-de-camps to the crown prince and aide­
de-camps to Prince Eugen and employees of Stockholm's largest 
department store--not entitely of their own volition, it was said 
-marched on behalf of the Right; And in line with them were 
many, many little individuals who were marching because they 
felt it was somehow an honor. 

There were forebodings in those critical months of April and 
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May of some radical tum, to the right or left. The conservatives 
insisted that they would never yield. An eccentric fringe of 
black shirts had come into existence. Less than a hundred in 
number, they nevertheless wore the symbol of Fascism and 
talked loudly of what they would do when they came into 
power. 

When it came to practical strategy the Social-Democrats did 
not have a sufficient majority in the Riksdag to put over their 
unemployment plan. This was probably the reason for the stale­
mate. Then, suddenly, the Socialists effected one of those work­
ing compromises that have served as a basis for much of the 
progress aChieved in Sweden in. the past two or three decades. 
For the first time in parliamentary history the Social-Democrats 
came to a real understanding with the Farmers' party. 

To secure this support some concessions had been made. The 
Social-Democrats agreed that the wage scale paid to the unem­
ployed should be not the trade-union rate but the highest wage 
paid to unskilled labor in the locality in which the project was 
to be carried out. Futther, the Social-Democrats agreed not to 
abolish the Unemployment Commission, which was one of the 
objectives of the original measure. The important thing was 

. that the essential form of the plan was left untouched by the 
compromise. The conservatives held aloof but their opposition 
was passive rather than active. And there followed a dramatic 
session of the Riksdag in which leaders of both Left and Right 
foreswore absolutism. The conservatives renounced Fascist dic­
tatorship and the Social-Democrats renounced Communist dic­
tatorship. This largely removed from the public mind the fear 
of a radical move from either extreme which illustrates, inciden­
tally, the extraordinary fact that in Sweden a politician is taken 
at his word. 

Before the government' 5 large-scale work relief program 
could be put into operation, private employtJ:),entjladJ)e~ to 

. sh~'\\'!Jnarked improvetnent. And by the middle of 1934, in­
dustry ha<!,I!1Il~c:_!uQ!lLremarkable recovery ,that thi1Jnem­
ployiDeiii Commission found it possible to Surtairthos~ieserve 
wor!.!?fQje<:tS that,ha!lP~ started before the new unemploy­
mc;tl~ prograJl!,!laspass~. Thus S!':eden, was not CQ!I.\Fe!1ec!.w 
undertake the experiment in mass work reliel upon which the r - --------- .. - -,. --- -- - - - -.. -
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United States is now embarked. Considered in scale, the two 
programs have: cettamsiJIiilarities, Sweden's $42,880,000 being 
almost as bold as America's $4,880,000,000. 

But although Sweden was not compelled to go thtough with 
this coutageous experiment in restoring putchasing power, Ql,!!: 
of more than ~eruy yea.g_of work relief have colIle certain con­
clllSions~asto this means of solvi!lgthii>iobleJll_o!.~~ploy­
ment. It IS by no means a perfect system from any point of view, 
as Swedish experience has demonstrated. Besides the very seri­
ous diBiculties of administration, serious even in a nation of the 
size and coherence of Sweden, there are the major criticisms of 
organized labor which appear to an objective observer to be 
more or less unanswerable. Most projects required only un­
skilled manual labor. Compelled to accept such public employ­
ment through the "willingness to work" test, the skilled laborer 
ran the grave risk of losing his skill, and if he were transported 
to a project in another locality he was out of touch with the 
market in which he could sell his skill and in danger of per­
manently slipping into the rank of the unskilled. 

"It seems to me," says Professor Ratzlaff, "that the govem­
ment has not faced frankly the alternatives which must be ac­
cepted: either, on the one hand, fully to admit that public relief 
works are limited in their usefulness to manual laborers, and 
therefore, inadequate; or, on the other hand, to extend widely 
the scope of public works, not only in number but also in kind, 
so as to give a fuller range of occupational activity." 

Sweden's experience with relief by public works, extending 
back now for more than twenty years, has demonstrated above 
all, in the interpretation of Professor Ratzlaff, the value of a 
long and continuous background of social development. Sweden 
in relieving unemployment duting the depression has had the 
two essentials: an efficient centralized administration in the 
Ministry of Social Mairs and an equally efficient decentralized 
supervision in the public employment exchanges. And behind 
the system of relief is a basic recognition of the government's 
responsibility, expressed very well in the report of a special 
parliamentary committee in 1925: 

Even should unemployment decrease It different phases of the busi­
ness cycle, its entire disappearance from modem society is impossible. 
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There will always be a certain group of persons who are unemployed. 
Obviously the individual suffers equally as much from unemployment 
and is in just as grear need of help whether the total of the unem­
ployed is large or sma1l. It, therefore, follows that the need of unem· 
ployment relief activity always exists • • • which can be seen from the 
last two years, 1923--25, which wert of a normal sort. 

To define the part that labor has played in Sweden's recovery 
is especially difficult. If one accepts the view of classical econ­
omists that collective wage agreements, fixed for definite peri­
ods, interfere in time of depression with essential adjustments 
in the cost of production, then it would seem that Sweden's in­
dustrial structure was indeed handicapped. For collective agree­
ments, entered into by employers and employees, both highly 
organized, bave included more than half of all indusuial work­
ers in the counuy for at least twenty yeats. These collective 
agreements have included an increasing proportion of labor and 
they bave been drawn to take in ever larger areas. Of the 580,-
931 workers brought inro collective agreement in 1930-1931, 
38.5 per cent were within agreements nation·wide in scope, Pro­
fessor Ratzlaff bas shown. The period covered by these agree­
ments bas, however, grown progressively shorter. Virtually 
none exceeding two years in length has been drawn up since 
1920. 

The legal status of these collective agreements between 
closely organized groups of employers and employees was de­
fined in a comprehensive law passed in 1928. A Labor Court 
was established under the law for enforcement of collective 
agreements and a schedule of fines was established for failure 
to observe the terms of these agreements. "The general legal 
principles governing damages hold, but the ordinary judicial 
procedure of imposing imprisonment in default of payment of 
a fine is not applied by the Labor Court." The law also provides 
for Special Arbitrators who act as mediators in labor disputes 
and report at stated intervals to the Board of Social Affairs. 
Much more discretion is left to the mediator than in the proce­
dure established for labor boards under the NRA, for example. 
The method of mediation is not prescribed, nor does the law fix 
a penalty for the group refusing to accept the offices of media­
tion, The mediator bas no authority to restrict labor organiza-
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tions in die use of the strike as a weapon in collective bargain­
ing, nor to curtail in any way the militancy of the measures 
labor may take to gain its objectives. 

It was not until 1221 that Sweden adopted a state system of 
unemployment ~~anC!. The reason it came so late was pardy 
the existence of the system of reserve work which absorbed 
most of the unemployed in normal periods. But largely it was 
because the labor unions themselves had developed very early a 
carefully administered program of unemployment benefits. 
With virtually every trade fully organized, and a wage level 
higher than any in Europe, it can readily be understood why 
this has been an imponant element in unemployment relief. It 
was shown by a recent survey of the International Federation of 
Trade Unions at Amsterdam that the per capita wealth of 
Swedish trade unions is much larger than that of any other 
European country. 

The fust organization for unemployment benefits within a 
trade union was statted as early as 1884. The movement was 
given a large impetus when the Confederation of Trade Unions 
was formed in 1898. For the decade from 1910 to 1920 the 
unions were able to keep benefits at a uniform level, averaging 
from 54 cents to $1.~5 a day to union members without work. 
There are twenty-two benefit societies connected with various 
national trade-union groups and they paid out in benefits in 
1921, for example, about $2,145,150, which was an average of 
$11.88 per member. In more recent years the benefits paid out 
have been as follows: in 1929, $618,5~5; in 19~0, $854,184; 
and in 19~1, $1,707,671. 

Denmark's experience with a state system of unemployment 
insurance has been like that of other European countries. That' 
is, during periods of abnormal unemployment, as in the de­
pression years, the system 'is broken down by political pressure 
until it bears lime if any resemblance to an actuarial insurance 
system. The machinery of the unemployment insurance scheme 
is made to serve for the distribution of government relief. Each 
of the Scandinavian countries, Professor, Ratzlaff points out, 
has fully recognized the need for a three-fold coordinated pro­
gram of cash payments, insurance benefits, and public works. 

It is plain that the trade unions, with their high per-capita 
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wealth, their large cash reserves, and their high wage level 
guaranteed by collective agreement, must have been an im­
portant factor in sustaining consumer purchasing power. And 
from this point of view labor's contribution to recovery looms 
large. Both employers and employees were, in certain respectS, 
prepared to meet the emergency, with machinery long estab­
lished to bring about necessary adjustments. 

Because a sound foundation had been laid long ago for so 
many st~d coo~~tive :V!!D~es, botJ:1.~oci~an<!~_npmic, 
Sweden was prepared_in oilier ways to me~ the crisis. Thus the 
state, by virtue oT the coordinated power block it has built up 
through the years, was in a position to electrify the state rail­
toads, contributing a significant number of man-hours of work, 
both direct and indirect, to take up the slack left by the radical 
decline in .private employment. The Cooper~tiy~J1niolJ, by 
reason of reserves carefully built up as a storm cellar for just 
such a contingency, was able to expand in a half dozen different 
directions at the very time that private capital was running for 
cover. The cooperative Luma plant was built during the do­
pression. The cooperative Gislaved rubber factory was en­
larged after the crisis had hit world trade. The Union built its 

. handsome new office building at a time when private business 
was curtailing in every possible way. These projectS were part 
of the Union's normal program of expansion but also they rep­
resent a shrewd move to take advantage of declining material 
costs. Bec~e ol!1.!til!C1~gYfL~~!~}1lQ.nOpol.i.~,!hI!~­
m~evenueswer_e.lc:ss_afft;ct~4.by the depression ~ in 
countrieS;vhi~_c:!ep!;!l(Letltir~Ir.El'(ll.U~cs. .. .. -....-

"H the co1iperativeUllc;!!he ~~at~ jp.dustries are, as they seem 
to be, an effective check upon the gtowth of monopoly, then 
it is a fair assumption that these same fo£ces served to temper 
the severity of the dep~~!~II..!!J._Sweden. FOrtlleytended-to 
preveiitDionopOly ccincentration oT capital and industry and 
all the self-destructive elements inherent in the rapid concentra­
tion of wealth. This is, to be sure, an assumption, an imponder­
able. But it seems imptobable that Sweden's extraordinary ro­
covery is to be explained wholly by fortuitous circumstances 
without the borders of the country. 

Nevertheless it is true that Sweden has been lucky. And while 
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it would be less than justice to say that the Swedes have fished 
in the troubled waters of continental Europe, it is also true that 
many a prize catch has come to Sweden because of her very 
detachment, physical and political, from the European mael­
strom. Thus with the Saar restored to Germany, industrialists 
in that area turned to Swedish iron ore, spuming the French 
whose wares they had previously been forced to accept. Luck, 
according to the old saw, comes only to those who are ready for 
it and Sweden even through the war and the difficult post-war 
adjustment has kept her economic house in order. 



XII 

DIRECTION FOR THE FUTURE 

I
F there had existed during the past twO or three decades 
some SOrt of device for accurately measuring the decline 
of capitalism, the historian's task today would be enor­
mously simplified. Some such thermometer for recording 

the temperature curve of a civilization would have been far: 
more revealing than the crude measuring rods on which econo­
mists necessarily rely-indices of industrial production, of price 
levels, bank clearings, stock market activity, bankruptcies, and 
so on. The trend of capiralism toward monopoly, ever nar­
rower and more resttiaed monopoly, and the signifcance of 
this trend would have been inescapably plain, perhaps even to 
capiralists themselves. 

To be really worth while the curve would extend back almost 
to the eighteenth century and it would trace the rise of impe­
rialism as an inevitable concomitant to industrial expansion . 

. There would be certain parallels from country to country. The 
rapid advance of monopoly capitalism at the beginning of the 
present century was a phenomenon that was world-wide. But 
there would also be striking divergences. 

At. the point on the curve most strongly inBuenced by the 
monopoly trend Sweden would, I believe, show a marked di­
vergence. In Sweden the significance of the mounting tempera­
ture, the hectic flush, was more or less clearly understood by 
the various doaors who claimed the right to direct the life of 
the state; or at least they did not disagree too violendy. That 
is to say, the trend toward monopoly and the concentration of 
wealth was checked in various ways without a major conflia. 

Sweden is almOst the only country in the world in which 
capiralism has "worked" during recent decades. Checking the 
evolutionar:y development of capitalism at the point at which 
monopoly tends to distort the cycle of prosperity and depres­
sion, the Swedes seem to have interrupted the process of self­
destruction which marked the economic life of other indus-
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trialized countries. In a sense it is the only country where 
/aiue% faire has continued to exist; where the so-called "laws" 
of supply and demand have not been wholly invalidated by the 
spread of monopoly. This may be further evidence, incidentally, 
of ertor in the early assumption that supply and demand 
worked in accord with the laws governing natural phenomena, 
quite apart from the complex activities of human beings in the 
modern world. 

The degree of laisse% faire that has continued to exist in 
Sweden is, in a manner of speaking, hothouse /aisse% faire. It 
exists under a bell-jar: The state, the consumer, and the pro­
ducer have intervened to make capitalism "work" in a reason­
able way for the greatest good of the whole nation. I have 
tried to show in what has gone before how this has been done: 
through state ownership and state competition; consumers' c0-

operation; producets' coOperation; and a strong, all-inclusive 
labor movement. 

That this constitutes a fairly well-defined middle course 
seems to me obvious; it is a coUtse between the absolute s0-

cialization of Russia and the end development of capitalism in 
America. In Russia, before the modifications introduced by 
Josef Stalin during the past four years, the rulets of the State 
attempted to make all of life conform to an idea, an ideal. In 
the United States the profit motive was put above every other 
consideration and it worked to the end of blind self-destruction. 

The wisdom of the Swedes lies above all in their willingness 
to adjust, to compromise, to meer what appears to be reality. 
They have not been bound by a "system," nor have they been 
committed to a dogma. In a sense they are the ultimate prag­
matists, interested only in the workability of the social order. 
This may explain why their. contribution to political and social 
thought has been slight. Instead Sweden has offered the world 
a very salutary example of peace and well-being. If this has 
been achieved by adaptation and modification rather than by in­
vention, it is none the less important. 

Inasmuch as they are realists; the Swedes have never per­
suaded themselves that all classes of society could benefit at the 
same time by social change. They have not hesitated to curtail 
or abolish profit, or the private businessman, when a desired 



162 SWEDEN: THE MIDDLE WAY 
change made this necessary. Thus the private wholesale trade 
in tobacco was abolished to furnish funds for statting the old­
age pension system. It was a real gain to the workers, however 
small, for they were not made to pay for their own pensioDS out 
of wages. 

Nor have the Swedes been persuaded of the possibility of 
regulating business in the interest of the public by law. There 
is nothing resembling an American anti-trUSt law on the statute 
books. The only law touching monopolies gives the state the 
right to investigate price-fixing by an enterprise "that can be 
considered to be of monopolistic nature." No attempt has been 
made at public utility regulation in the sense in which we use 
that word. 

In their tax sttucture the Swedes show, too, that they are 
realists. Since 1910 there has existed a combined income and 
property tax. The latter is in effect a modest capital levy, equiva­
lent to an annual assessment or income tax on one sixtieth of 
the declared net value of all property OWDed by the taxpayer 
at the end of the year. The base rate is not high, ranging up to 
15 pet cent on one million kronor and over. For example, an 
individual with a total taxable income of 20,000 kronor and 
property of a declared net value of 300,000 kronor would pay 
a tax on a total of 25,000; that is, one sixtieth of 300,000, 
which is 5,000, plus the 20,000 of income. The base rate ap­
plied to 25,000 kronor would be only 950 kronor. 

Common Smse, a publication devoted to the interests of tax­
payers, recendy demoDSttated that a man owning an estate as­
sessed at a little over 2,000,000 kronor and receiving an income 
of n,500 kronor, plus an earned income of 10,000 kronor, pays 
less than 30 pet cent of his total tax on his income, whether 
earned or unearned, and 70 per cent on the estate itself. This 
amounts virtually to a capital levy. 

But in 1934, to pay for the cost of the unemployment pro­
gram, the·govemment added 10 pet cent to the base rate, mak­
ing a total tax on this amount of 1,615 kronor; roughly an in­
come and property tax of $400 assessed against an individual 
with a total taxable income of $5,000. In addition there is a 
municipal income tax and in many communities a municipal 
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surtaX on incomes above a certain level. The Stockholm rate for 
1934 was 8.10 per cent and the municipal surtax in that year 
ranged from one half of a per cent up to 5 per cent. 

The central government has consistently followed a pay-as­
you-go tax policy. Rates were increased in proponiou to in­
creased spending. The result is that the cost of unemployment 
relief and the measures taken to check the effects of the depres­
sion will be paid for within five to six years. The budget for 
1934 was balanced although the Swedes themselves do not lay 
undue Stress upon this, holding it to be a matter of technical 
accountancy achieved as a matrer of course within a reasonable 
governmental system. 

The significance that SW~e!l)_ achievement may have for the 
world at large is debatable. It may be extremely limited. The 
state of peace,£rosperity, and-gefiera:t-we1i'being:--in striki1ig 
contrast to the . soeder and unheaTth-iii-the rest of Europe, may 
come out of a national consciousness, a national pride, height­
ened by a realization of the dangers confronting a small country 
in imperialist-industrialist Europe. It may have merely a racial 
significance, a lesson in the value of certain neglected virtues­
patience, perseverance, caution, with which the Swedes are par­
ticularly endowed. Certainly they have qualities which set them 
apart from most peoples. The Swedes are homogeneous to a 
remarkable degree. There is virtually no public graft in Sweden. 
Social and economic education has penetrated to the mass of 
the people and it has been built upon an inherent regard for 
democratic institutions. 

But when one has recited these and the other limitations 
which occur, there remains the fact that here, is a country that 
has found for the time being at least a moderate solution foi its 
problems. In a world torn by every sort of extreme this is not, 
even though the scale may be small, unimportant. 

How lon1 Sweden will be able to maintain the present bal­
ance depen obviouSly on suCli a number of faCfors that any 
prediction is worthless. It ~~ll st!te depende~~.'1pon world 
tr~de!lU phase of rapid. :world change _when one ~isis follows 
upon another with almost monotonous regularity. It is,mor~ 
over'_1l capitalist country in which an owning class still exertS-
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a considerable measure of control. One would scarcely predia 
the lengths to which this class, threatened with the loss of s0-

cial and economic privileges, might go in its own defense . 
• At the depth of the depression troops were called out during 

a strike in the wood-pulp mills to the north. Firing upon the 
suikers, they killed two and wounded several. A wave of in­
dignation swept the countty, voiced not ouly by the Left but by 
the great majority of the Right. People were shocked and 
amazed. Such a thing could not happen in Sweden, they said, 
such a thing must not happen again. 

One cannot forget the tum of events in Vienna. Every visitor 
to Europe who had any interest whatsoever in reform, housing, 
social progress, went as a matter of course to look at the mag­
nificent workers' apartments that Vienna had built. But in a 
crisis, when the issue was essential power, the owning class 
did not hesitate to demolish those apartments by gunfire. This 
could never occur in Sweden, one is told. Our capitalists, say the 
Swedes, have been conditioned to yield, to compromise. And 
yet they have never been subjected to the test of a major crisis. 

The Swedes put a high value upon democracy. Opposition to 
the totalitarian state, whether it be Fascist or Communist, is 
'widely expressed. When Professor Gustav Cassel speaks of ec0-

nomic freedom and self-reliance and warns that "what stands 
to be lost is nothing less than the whole of that civilization 
that we have inherited from generations which once fought 
hard to lay its foundations and even gave their lives for it," he 
is not merely the mouthpiece of the owning class. Because eco­
nomic freedom and a measure of independence have been pre­
served, through the state and the colleaive will of the con­
sumer, it is probable that he speaks for a considerable portion 
of the public. 

The Social-Democrats have no fixed, long-time program of 
socialization. They ate committed to a cautious gradualism, ad­
vancing step by step with the approval of the overwhelming 
mass of the voters. Coming into office during the depression, 
they were faced with immediate problems of a most serious na­
ture. It seemed for a time that they might have to take over cer­
tain indusuies that were on the verge of collapse. And they did 
not want to take over any industty in a dying condition. They 
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preferred to bring about changes within their own time and by 
their own methods rather than under the pressure of a major 
emergency. 

The Royal Commission of Socialization has been considering 
for more than ren years the trend toward socialism and the de­
sirabiliry of increasing or retarding the speed of the advance in 
that direction. The conservatives charge that the Social·Demo­
crats have several times purposely delayed the report of the 
mmmission because the heads of the socialist parry are not 
really in sympathy with socialization. The Social·Democrats 
deny this. So long as the process of socialization could go for­
ward quiedy, without provoking violent mntroversy, they pre­
ferred not to raise the issue which publication of a report might 
have done. 

They are concerned with the well·being of the social order 
rather than with socialization as a concept, as a goal. They 
would be less than human if they were not gready gratified by 
the recovery that Sweden has achieved in the past year and a 
half, although they are frank: to acknowledge that it may have 
come about in mnsiderable part through external circumstances. 
At present the Social-Democrats who govern the muntry are 
hoping to Steer a safe course through the European crisis, 
through the shift in international relationships which is now 
taking place; Sweden's export trade, the very life of the mun-
try, depends upon that murse. . 

The shadow of impending war is very dark. The high civi­
lization that has been achieved to the north of Europe may be 
degraded or destroyed in the general conflagration; the light 
of this remote candle extinguished in the general hurricane. But 
whatever the future may bring there will remain the record of 
a people who cultivated their garden, their rocky, remote, 
lonely garden, with patience, with murage, and with an ex­
traordinary degree of intelligence. 
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The' Middle Way , 
·.By Marquis W. Childs , . 

" -'. 

, Nrw York Time.r: ... , 
J' "Last wiim:r aa: Ameri~an journalist, Marquis W. Childs, wrote a s!ini volume 

called SWEDEN: THE MIDDLE WAY. It told of the manner in which the 
'Swedish cooperative societies had met the challenge of business monopoly. It" 
, told how mass purchasing power had peen''l:a.ised by cooperatives and exces-. 
sive prices curbed. The book became a best seller. Members of Congress r~ 
this little study. It was o,{thc desk of the Governor ofKaosas.ltaroused Ilew' 

interest in the possibilities of .cooperatives in 'the United States. President ' 
Ro~sevelt appointed a commi~on of three ••. to s~dy the record of coop-
~eratlves. .., " :.~ <&. t '" ' -1". 

, tEwIs GAN1'iEIT in the New York H';'1I1d Tribune: 
, ''When AI Smith goes f9r his walk next summer he might Well take it in 

Sweden. After taking a look-at the Swedish record, repolted in SUiftitn: Th. ' 
, Middl, Way hi might abandon the shrill Hearstian cry that America must , 

choose betweeg Washington and Moscow and begin talking sensibly about 
the way of StoCkholm .•.. I'd like to hear AI Smith's report if he would only, 
take his walk over there. Marquis Childs: boo~ reads like the best political 
'Ilews in years ..... It sounds gloriously'like what we used to think of as Ameri­
can: a metliodof sane comptomise and steady progress, each step tested by 
,the sele criterion: Does it work?" • 

... _.,r 

· JOHN CHAMBERLAIN in theNtw York Times: , . ' 
· "Lewis Gannett has already advised AI Smith te take his walk in Sweden. That 
• advice is good. But the thought occurs ... that Franklin D. Roosevelt also 
, ought to take a walkin Sweden. For Sweden'~ 'middle way' between economk 
• individualism and collectivism is designed to expand production and to lower 

coStS and prices, whereas the New Deal 'socialism' works in the opposite di­
, , rectien .•.• Borah might be interested to knew of the Swedish old-age pension 
: 8ys~m. Alld if Hoover is inclined_to take a walk in Sweden, he might look in 

upon the State control of the liquor business. This Stateconttol is npt only 
'noble ia motive'; it also wQrks." : . " ,~ 
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