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The delivery of “cradle to grave” services is a hallmark of Swedish
social welfare policy, but changes in the political and economic climate
of Sweden since the early 1990’s have created a demand for reform to
improve efficiency and responsiveness of public services. This article
analyzes the context in which privatization has been introduced in
Swedish elder care. Particular aspects of Swedish social policy
moderate the benefits commonly attributed to the privatization of public
services in other countries, such as cost-savings, efficiency gains, and
consumer choice. In addition, there are also potential negative
consequences, such as decreased access to and quality of services.
Moreover, privatization does not fit neatly into the existing bureaucratic
and regulatory structure of the Swedish social service sector. If Swedish
policymakers pursue further privatization of elder care and other social
services, they must recognize the necessary trade-offs with regard to
changing traditional social welfare policy
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I. INTRODUCTION

As one of the most studied social welfare states, Sweden is often recognized for its strong
social insurance programs. These programs guarantee income support, generous unemployment
benefits, and a universal pension system, including its large public sector that provides social
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services “from the cradle to the grave.” Although these public sector programs seem to be an
inevitable consequence of establishing a comprehensive welfare state, they were established
incrementally and continue to undergo changes in their implementation. The passage of national
social welfare legislation in 1956 gave municipal governments (Kommuner) the responsibility of
providing home help for the elderly (Swedish Institute 1999). Municipally provided childcare
was not introduced until the late 1960’s (Szebehely 1998). In recent years, private organizations
have begun to provide publicly financed services in both the childcare and elder care sectors. For
example, parents who advocated for alternative choices to municipal day care centers organized
their own childcare cooperatives and eventually the development ofthe current public subsidy to
private childcare providers. The entrance of the private sector in the central functions of the
social welfare infrastructure has created an enormous debate in Sweden on what implications this
privatization of social services will have on social policy. This article analyzes the context in
which the privatization of elder care has been introduced in Sweden, compares and examines the
impact that the privatization of the public has had in Sweden with other countries. The results
commonly attributed to privatization of services in other countries must be reexamined in light of
particular aspects of Swedish social policy. The paper identifies the tradeoffs that the
privatization of elder care services in Sweden requires and outlines several possible policy

directions for the future organization of elder care services.

II. METHODOLOGY

The paper’s analysis of the Swedish context for privatization is based on literature in
both Swedish and English, including journal articles, books, and Swedish government reports.
These sources are supplemented with Swedish newspaper articles from 2000-2001 and
interviews conducted during that same time period. In order to gather information on how the

privatization of elder care has been implemented in city districts in Stockholm, I interviewed
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eldercare administrators at three city districts who have had at least one year’s experience in
contracting with private eldercare providers. Earlier research suggests that administrators have
the most first-hand experience with the problems and solutions that privatization has presented
(Fridolf 1996). Two interviews were conducted at the administrative offices of the city districts,

and one interview was over e-mail. All communication was in Swedish.'

II1. THE RISE OF PRIVATIZATION

Swedish municipalities are privatizing the provision of social welfare services for both
political and economic reasons. In the case of elder care services, municipalities are contracting
with private companies or individuals to provide home care and institutional health care for the
elderly in the municipality. As discussed in this article, elder care can include health care (vard),
personal care and assistance with activities of daily living such as bathing, walking, eating, and
toileting, as well as other “social” care (omsorg) such as light housework, meal preparation,
companionship in recreational activities like walks outdoors, and shopping (Trydegard 2000). In
2002, private companies or individuals provided home care services to nine percent of
individuals eligible for public home care, and to twelve percent of individuals in publicly-funded
special housing (Lindstrém and Nilsson 2003). This figure represents a small percentage of care
provided in Sweden, but privatization is most concentrated in the large cities. For example,
Dagens Nyheter reported on 16 November 2000 that in Stockholm, 57% of public elder care has
been turned over to private producers. Before examining the impact that this type of
privatization has on clients, municipalities, and policy, it is first necessary to consider why some
municipalities consider employment of private providers as an attractive alternative to public
provision of care.

Changes in Sweden’s economy and politics in the early 1990’s are the main reasons for
the rise of privatization. First, the financial “crisis” of the 1990’s is often named a critical period
in Swedish history, during which the government and citizens began to closely examine the high
costs of welfare state services. Public elder care, the focus of this study, became a candidate for
policy reform as the increasing demand of an aging population and decreasing financial

resources forced politicians to discuss the feasibility of maintaining social welfare services at

! Copies of the relevant interview notes and the exact references to Swedish sources available only in Sweden are
available with the author.
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their current level. In 1993, public spending in Sweden reached 67.5% of the GDP, while the
economy shrunk by 5.2% between 1990 and 1993 (The Economist 2003). Additionally, the
increasing unemployment in Sweden during the 1990’s meant that the government was providing
more benefits, even as income tax revenues diminished (Johansson 1997).

Economic conditions were especially bleak from the point of view of the municipalities.
A 1992 social service reform consolidated responsibility for a wider range of elder care services
at the municipal level, even as the national government decreased its contributions to local
budgets, particularly during the years between 1990 and 1996 (Halvarson et al. 1999). In this
way, “the fiscal crisis of the state was exported to local governments” (Montin and Elander 1995,
26). Instead of making budget cuts, locally elected officials favored the development of a more
efficient way of producing public services that would cut costs without reducing social services
that their constituents consider to be an entitlement.

Consequently, politicians and public administrators in Sweden pursued a range of
government reform strategies categorized as “New Public Management” that developed
throughout northern Europe in the mid-1980s. The philosophy of New Public Management
promises greater efficiency through a reorganization of the public administration that both
introduces management techniques of private corporations to the public sector, and encourages
public entities to use market forces in accomplishing their service goals (Biack 2003).  The
primacy of management principles over bureaucracy became a driving force behind reorganizing
the public administration of care and facilitated the transition to the private provision of welfare
services (Wise and Amna 1993).

Second, while the demand for reorganizing the public sector may have been in response
to an economic necessity felt by local politicians, a growing Conservative party in Swedish
politics popularized the concept of privatization in order to challenge traditional Social
Democratic policy. The Conservative party (Moderaterna) hailed privatization as a reform
necessary to change the social welfare state by expanding the number of service providers for
individuals. Indeed, “Free Choice in Care” was a winning slogan in 1991 for the Conservatives
who won the majority of seats in Parliament that year for the first time in nearly sixty years
(Johansson 1997, Bick 2003). Even by the time the Social Democrats regained control in 1994,
it had become politically pragmatic to address long-standing critiques of the welfare state, which

argue that the public sector is bureaucratic, inefficient, paternalistic, and discourages personal
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and civic responsibility (Daatland 1997). The movement towards greater privatization of services
continued through the 1990s.

The Conservative party’s slogan may have resonated with a more fundamental change in
Swedes’ political values. Papadakis and Taylor-Gooby (1987) suggest that changes in the
welfare system are to be expected, since the post-WWII conditions under which the current
welfare state was built have changed. For instance, citizens who demanded security in the post-
war era now demand autonomy and individual choice in their service providers that is
unavailable in a government-controlled monopoly of health and welfare services (Rosen 1996).
In the 1970s, Ronald Ingelhart identified the emergence of these values as a move towards “post-
materialism,” and included a greater preference for freedom and an higher quality of life, which
a growing middle class in Sweden could support (Fridolf 1996).

A confluence of economic and political conditions in the 1990s made the private
provision of elder care services a desirable policy direction for some municipalities, even though
prior to its implementation in Swedish municipalities, privatization had been tested largely in
other countries and service sectors. However, did the implementation of privatization in Sweden

have the expected results?

IV. CONCURRENT CHANGES IN SWEDISH ELDER CARE

Concurrent with privatization, other changes in the provision, organization, and financing
of municipal elder care services make it difficult to isolate the impact of privatization
independent of other trends. For example, the total percentage of elderly people receiving
publicly financed care had been decreasing long before any municipality had employed private
elder care providers. For those aged 65-79, the proportion of home care recipients decreased
from 11% in 1980 to 4% in 1997; for those over age 80, the proportion decreased from 34% to
20% in the same time period (Szebehely 2000). Additionally, the content of care has shifted; in
1987, 80% of all publicly-funded caregiving hours were devoted to “homemaking” activities,
like meal preparation and household chores, as compared to personal care, while in 1993 only
48% of time was spent on “homemaking” activities (Sundstrom and Malmberg 1996).

What explains these trends?  There is evidence that municipal caseworkers
(bistandsbeddmare), who determine which individuals receive care and how much care they

receive, are now using more restrictive eligibility criteria to assess needs. Elderly with “lesser”



The Impact of Privatization on the Social Welfare State 5

needs are being pushed out of the system, and care is becoming more focused on helping clients
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with the primary activities of daily living. “Focusing,” “targeting,” and “rationing” are all terms
used to describe the changes in elder care that have occurred since the early 1980’s, indicating
that the decision to prioritize spending on some individuals over others is being made by
municipal elder care administrations, not private providers (Sundstrém and Malmberg 1996).

Although municipal caseworkers determine eligibility for elder care services based on
need rather than income, the introduction of user fees may also limit access to services for some
Swedes. Municipalities have been able to charge clients fees for elder care services since March
1, 1993, as long as the fees were small enough to allow clients a reasonable amount of money
(forbehallbelopp) for other living expenses they or their spouse/domestic partner faced
(Regeringens skrivelse 1999/2000).  However, a 1996 study by the National Board of Health
and Welfare (Socialstyrelsen) found that most municipalities have fees so high that after
payment, some individuals are left with an income equivalent to the social welfare norm (the
minimum guaranteed by state assistance), which is not adequate as a long-term income
(Socialstyrelsen 1996a).

In a survey of home care clients across Sweden conducted in 1995, one out of every ten
clients over age 75 said that they needed help but no longer sought municipal services because
fees were too high (Svenska Kommunforbundet 1998). A public elder care system increasingly
funded with user fees will have the most detrimental impact on access to services for low-income
elderly, who depend on municipally-provided care to meet their needs more than elderly with
higher incomes (Regeringens skrivelse 1999/2000). Again in this instance, the fee schedule for
services is entirely determined by the municipality, not the provider, and thus is unrelated to the
privatization of elder care in some municipalities.

Changing conditions in the work environment of caregivers in the elder care sector are
having an impact on the quantity of workers available and the quality of care those workers can
provide. The National Board of Health and Welfare and the County Boards, who have the
responsibility to inspect health and care-related activities, as well as to investigate complaints of
services provided by the municipalities, noted in 1999 that it had been increasingly difficult to
maintain and recruit competent and experienced care workers. In the same report, these two
oversight agencies observed that personnel are caught between the demand to stay within their

budget and the demand to satisfy their client’s needs. They also pointed out that managers are
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over-worked and have less time with which to influence and advise their staff (Socialstyrelsen
and Lanstyrelserna 2000). As municipalities choose to emphasize productivity and efficiency in
care delivery in response to decreasing resources and increasing demand for services, care
workers employed by the municipality face a dilemma. They cannot spend too much time with
any one client, in order to heighten their “productivity.” However, in forgoing this time they may
be forced to sacrifice any meaningful relationship with clients, a key feature of caregiving that
originally attracted workers to this profession. These new conditions of elder care work —
including heightened stress and diminished job satisfaction — have the potential to discourage
individuals from joining the caregiving workforce and decrease the quality of care workers can
provide (Gustafsson and Szebehely 2000). Yet, there is no evidence that the emphasis on
productivity is any greater in companies aiming to earn a profit than in municipal care units that
are facing budget constraints, removing privatization as a source of increased caregiver stress.
Perhaps the greatest change in municipal elder care since has been the emergence of a
new organizational model in elder care administrations called the purchaser-provider (bestdllare-
utforande) model. Under this model, municipal administrators become “purchasers” of care
separate from the care providers. Caseworkers responsible for determining an elderly
individual’s level of need are no longer the same municipal personnel that provide care. As of
April, 1999, 233 out of 411 elder care administrations in Sweden had established a type of
administrative organization, although in most cases the “provider” was a municipal agency
(Socialstyrelsen 1999). This form of reorganization has facilitated privatization in some
municipalities, because it requires caseworkers/needs assessors to enumerate the services
required for their population, assign a cost to those services, and accept bids for contracts to
provide necessary services. To date, there is no evidence that the impact of this model is
observed differentially in municipalities with private versus public providers. The trends within
elder care described above have developed amidst the same economic conditions that gave rise to
privatization, and have had consequences that could be mitigated or exacerbated by privatization.
The next section examines the features particular to Swedish policy and the implementation of

privatization thus far that have influenced the effect of privatization on public elder care services.
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V. THE IMPACT OF PRIVATIZATION

From the perspective of Swedish policy makers, privatization promised increased
efficiency in the public sector, increased individual choice in services, and reduced political
accountability for changes in services. This section will present evidence suggesting that
privatization has indeed motivated changes in these areas, but that particular features of the
Swedish welfare state have influenced how privatization has been implemented, as well as its

results.
A. Cost

The Swedish Association of Local Authorities (Svenska Kommunforbundet) reviewed
several studies conducted prior to 1998 on the effects of contracting between the public and
private sector in elder care, and concluded that this form of privatization can have short-term
cost-saving effects (Svenska Kommunforbundet 1998). In 1991, the Competition Committee
organized by the Swedish National Board of Health and Welfare (Socialstyrelsen) concluded that
introducing competition into service production could increase the possibility for cost-savings
and efficiency within public services, although the Committee also acknowledged that it did not
matter whether the private or public sector produced the services. The Committee also observed
that while contracting may have lowered the cost of services initially, a “bottom has been
reached” as to how cheaply services can be provided without reducing quality (Socialstyrelsen
1999). There is evidence that private providers in Sweden have offered bids lower than the cost
of care to win a contract initially, in order to first establish a relationship with a municipality
(Socialstyrelsen 1996b). However, the elder care administrators interviewed expressed concern
about what will happen when private firms are no longer willing to cover the difference between
the municipal contract award and the actual cost of providing quality care.

Svensson and Edebalk (1997) estimate that the cost to municipalities of contracting with
private providers is an additional one to 2.5 percent of the amount paid to the contractor,
accounting for the new overhead costs of overseeing the contractor and of creating an
infrastructure for regulating services that are privately provided. Moreover, municipalities face
the tradeoff between having frequent bidding periods, which push providers to constantly find

ways to innovate and improve efficiency, and giving clients continuity of staff and care
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providers. While long contract periods give firms an incentive to invest in recruiting qualified
staff and to promote continuity of care, infrequent exposure to competition may undermine the
original intent of privatization (Socialstyrelsen 1996b).

Two of the three Stockholm city districts studied, Spanga-Tensta and Kista, realized cost
savings in the beginning of their contract with private elder care providers. One administrator
interviewed attributed the cost-savings to changes that the private firm could make in staffing,
including hiring only part-time personnel that worked a more demanding schedule. Eventually,
the firms discovered that there were too many complaints from staff about being overworked,
and this administrator finds that now some privately-provided services are more expensive than
those under municipal administration (Hellid 27/04/01). In Kista, the only year that the city
district saved money by contracting out was 1993, the first year of privatization (Rosenqvist
27/04/01).

One reason that the implementation of competitive bidding and privatization in elder care
will not have the cost-saving gains that had been observed in other countries is that European
Union and Swedish labor laws now prevent private providers from realizing cost-savings through
wage reductions. For example, during the 1980’s, contracting schemes in Britain allowed private
contractors to hire less costly non-union employees to replace more expensive municipal
employees (Ascher 1987). It was from this practice that privatization realized most of its cost-
savings. Today, throughout the European Union, private contractors must first offer jobs to the
municipal workers whom the contract “replaces” before they are allowed to hire other employees
(Engstrom 25/01/01).

In Sweden, under workers’ protection legislation, firms that take over municipal contracts
must employ the workers for at least one year if workers choose to continue working in the same
place but under different administration (Rosenqvist 27/04/01). Moreover, in Sweden elder care
workers who are hired by either the municipalities or private firms belong to the same labor
union.  Thus, the context in which privatization is being implemented in Sweden is
fundamentally different from the context in which privatization was declared a means to save
costs. If the privatization of elder care services will solve the problem of the burgeoning cost of
providing care to a growing elderly population, it is not necessarily because private providers

produce the same services at a lower cost.
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B. Competition

Under the principles of New Public Management, efficiency in public services will
increase by forcing municipal providers and private firms to compete for business on the basis of
cost and quality. However, in a case study of nine elder care administrations that had privatized
elder care services, Fridolf (1996) found that administrators received too few bids from private
providers to realize true competition. Even in Stockholm, where most privatization in elder care
has taken place, the elder care administrators interviewed indicated that they each received two
or three bids from private providers in their last contracting cycle.

The paucity of providers competing for municipal contracts in Sweden should not be
surprising. Because municipal purchasers are granting contracts largely on comparisons of price,
it is difficult for private providers to submit a bid that is low enough to win a contract yet high
enough to make a profit, given the similarity in costs faced by both public and private elder care
providers. Additionally, the traditionally comprehensive amount of elder care services financed
and provided by the municipality has left little private demand for services, which has had two
implications. First, access to a variety of private providers is greatest in wealthy regions where
there is more likely to be a private market for services, second, private providers otherwise exist
only when the public sector subsidizes them. A strategic planner for privatization at Stockholm
City Hall asserts that the public sector has financially supported every private provider who has
won a contract in elder care (Eriksson 26/02/01).

If competition among private and public providers is not sufficient to warrant a
bureaucratic infrastructure to support privatization, Swedish policy makers must decide whether
to subsidize private providers to promote a greater degree of competition, or eschew privatization
altogether. Yet, the absence of a truly competitive market with many firms may not be
problematic. The elder care administrators interviewed for this paper stated that even
competition between two firms gives the municipality or city district more control over the price
and quality of services received. [citation] If there is at least one alternative to the public sector,
then the municipality or city district’s elder care administration can compare the price and
quality of municipal work with the private sector. If the purchasers in the administration
determine that a private provider is performing poorly, the purchasers can put its contract out for
bid. However, the question is how the existence of alternatives will be maintained in a country

where the majority of care is still provided by the municipalities.
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C. Freedom of Choice

Although consumer choice was a political slogan used to enhance the appeal of
privatization in the early 1990s, it has been realized in only a few municipalities in Sweden.
Moreover, even in those municipalities few elderly clients actually take advantage of their
choice. In 1995, only four municipalities employed a voucher system, in which consumers could
take their public care “voucher” to any private provider; that number had not changed by 1999
(Socialstyrelsen 1995a, Socialstyrelsen 1999). The voucher system in place is also quite limited.
It is only valid for certain services, and providers must charge the same rates for the same
services, thereby removing any competition among providers based on price. If the client is not
interested in choosing among providers, the municipal social worker will choose for the client;
the result in over 90% of the cases (Socialstyreslen 1995a). In general, most of the “choice” that
privatization affords is to the municipal committees responsible for purchasing care and who
contracting with private providers.

D. Government Regulation

The introduction of private providers into the municipal care system means that the
municipality is now responsible for activities that are produced by outside organizations.
Municipalities’ evaluation and follow up of privately produced elder care is weak. A 1995 study
of 39 municipalities with extensive privatization in elder care revealed that of the 39 audited, 21
reported that they had no documented follow-up or evaluation of the private providers with
whom they contracted (Socialstyrelsen 1995b). In a case study of nine city districts in
Stockholm that contracted with private elder care providers, Fridolf (1996) states that there is
little control of the providers’ activities during the contract period, especially if the municipality
does not receive complaints. However, a complaint-based survey of providers is problematic in
elder care, because the elderly are typically reticent in voicing dissatisfaction with services.

There is a legal requirement for government oversight and control of publicly funded,
privately provided activities. Since July 1, 1994, municipal law has mandated that municipalities
must have ongoing and regular evaluation of the activities in question, as well as analyze the
provider’s quality and efficiency (Socialstyrelsen 1995b). Moreover, the Swedish counties have
investigative boards that check up on complaints and examine a percentage of municipal care

activities annually. The municipality is then responsible for correcting the faults found
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(Socialstyrelsen and Lénstyrelserna 2000). However, the elder care administrators that I
interviewed acknowledge that oversight in their own administrations has been informal and
implemented slowly.

E. Quality

Despite the general lack of municipal regulation of elder care services, the shift from
public to private provision has not worsened the quality of care. A publication of the National
Board of Health and Welfare reported results from a study of elder care in six municipalities, of
which some that had implemented privatization in elder care and some that had not. While the
results may have been skewed because participation in the study was voluntary, the study authors
concluded that private providers in elder care seemed to have the same or better quality than
municipal providers (Socialstyrelsen 1996b). In a published review of literature on privatization,
the Swedish Association of Local Authorities reports that few studies demonstrate that clients
observe a decreased quality in their care provided by private contractors, and several studies
show that clients have a high opinion of contractors’ level of service (Svenska
Kommunférbundet 1998). Finally, although the National Board of Health and Welfare and the
County boards have expressed concern about the effect that worsening working conditions for
elder care workers will have on quality, Gustafsson and Szebehely (2001) studied the working
conditions in public and private elder care services in three municipalities, and found that
although privately-employed workers were more negative about their working conditions, the
difference in quality between the municipalities were found to be at least as great as the
difference in quality between public and private providers.

F. Access to Services

Critics of privatization fear that when private companies or individuals provide publicly-
funded care, they have an incentive to reduce access to care among individuals with a high
amount of care needs. In the United States, for example, Medicare finances medical care and
services for eligible individuals that is provided by certified entities that are often private and
for-profit. As the New York Times reported (21/04/00), these providers have incentive to
“cream” from the group of clients who seek services, and take healthier cases over others, so that
they can still profit from the fixed-rate government reimbursement. In Sweden, however, the
system of municipal gate-keeping prevents any such “creaming” to occur. In this system,

caseworkers determine the amount and type of publicly financed care services the elderly receive
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based on their level of need. Private providers play no role in selecting individuals to whom they
will provide care. As long as the municipality assures that private providers are fulfilling their
contract, all eligible clients will have access to care. However, decreased access to services may
be occurring as a result of other changes in the municipal administration of elder care, such as
the implementation of the purchaser-provider model, which divides the municipal purchasers
from the entity that provides care. Under this model, purchasers are involved in assessing client
needs but are separate from the task of providing care. As a result, a direct care worker cannot
react to a client’s new needs as they arise, but rather must wait for the purchase of more services
from the municipality after the caseworker (part of the purchasing unit of the municipal
administration) completes his or her assessment. In a study of eight municipalities, Szebehely
(2000) found that the amount of home care granted to clients had decreased most in
municipalities with a purchaser-provider model. Szebehely concludes that specialized needs-
assessors had become more restrictive in determining the level of client need, probably as a
result of the distance they have from the actual care work (Szebehely 2000). As further evidence
that privatization has not affected access to care, Trydegard and Thorslund (2000) found that
historical coverage rates for home care in a municipality from 1976 to 1997 better predict a
municipality’s current coverage of home care, which ranges from five to fifty-two percent of
elderly over age eighty across all 290 municipalities in Sweden, than whether it employs private

providers in home care or not.

VI. RECOMMENDATIONS

The privatization of elder care services has not decreased cost, increased efficiency, or
increased choice, as proponents of privatization predicted; nor has it decreased quality or access,
as opponents have argued. Given current social policies and bureaucratic practices in Sweden
that have mitigated the results of privatization observed in other countries, how should Swedish
policymakers proceed with regard to the implementation of privatization in public services?
What tradeoffs in policy direction does privatization require?

A. Focusing the use of public funds for elder care on clients that have the most severe needs can
realize more cost-saving than privatization.

If a political decision is made to reduce the budget for elder care services, it must mean

that fewer clients receive services or all clients receive fewer services. There is no evidence that
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private providers can produce the same amount of services for lower cost than municipal
providers, or that the introduction of competition among providers can elicit efficiency gains in
the service sector. Therefore, municipal politicians cannot avoid their budget crisis by squeezing
the private sector and forcing private companies to risk their financial solvency, or else the
private sector will not develop. Instead, politicians may have to trade their short-term popularity
gained from preserving the current level of elder care services in order to create a long-term
strategy for maintaining levels of spending on elder care at a reasonable proportion of the
municipal budget, even if it means that municipally funded elder care services cannot be
provided as comprehensively as before.

B. National policy must recognize the tradeoff between maintaining competition in the elder
care sector and reducing its cost.

If a political decision is made to move forward with privatization, maintaining
competition among providers in a country without a tradition of extensive private enterprise in
the social service sector will incur its own cost, without a net reduction in cost of providing
services. This additional cost may be borne by government agencies that invest in and/or
subsidize private providers in order to ensure that municipalities have a choice among contract
bids.

In a perhaps more dire scenario, this cost may be borne by clients who are left without
services when private providers leave the market because they cannot earn a profit and the
municipal care services unit has been dismantled. The risk of incurring these costs may only fall
on municipalities or city districts that choose to pursue privatization of elder care services, but
the benefits of preventing these costs by enlarging the pool of private providers could eventually
accrue to other municipalities who also privatize. The development of tax paying for-profit elder
care companies also has implications for government revenue at a local and national level.

Therefore, the national government should consider a role in promoting the development
of private providers as long as municipalities privatize services. However, this policy direction
will probably not be cost-neutral, and will require discussion at a national level as to the
implications of allowing local government the choice to privatize or not.

C. Privatization requires the development of new regulatory policies.
Administrations that have privatized elder care services have traded internal quality

control within municipal care units for external oversight of private providers Although there is
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no strong evidence that private companies or individuals provide lower quality care than the
public sector, elder care administrations still have the legal responsibility for assuring the care
that is delivered to elderly clients. There is evidence that municipal purchasers have not yet
designed or implemented a system to audit private providers. Having different systems of
regulation across municipalities or city districts that privatize may be even more problematic
than having a weak system because it burdens private providers that are contracted by elder care
administrations with varying rules and standards. Again, there is a role for national government,
in this case to promote a level of uniformity with which municipalities implement external
oversight systems of providers. Additionally, local elder care administrations that are
contracting out elder care services must be held accountable by a county or national agency for
assuring the services delivered by private providers. The potential cost of regulation for
municipal, county, and national government highlights the fact that privatization cannot just be
considered a local issue, but has broader implications that Swedish policymakers must address
on a national level.

D. Freedom of choice in the elder care system will require that privatization be implemented
differently.

One of the strongest arguments for privatization is that by having a choice in the
company or individual from whom they receive services, clients may be able to choose the care
provider that best meets their needs. It may be becoming more difficult for the public sector to
meet the needs of the population given that residents in Sweden are far less ethnically
homogeneous than they used to be. Aging immigrants living in Sweden may prefer caregivers
that speak their native language and understand their cultural customs.

While this could be accomplished within the public sector by hiring a diverse workforce,
allowing clients choice of providers could match them with caregivers more efficiently.
However, privatization as it is currently implemented allows municipal elder care administrators
to choose providers with which to contract, while clients remain voiceless in the process of
determining their own provider. Instead, municipalities that choose to privatize elder care
services should trade away bureaucratic control of assigning providers to clients, and implement
in its place a mechanism like a voucher system that allows eligible clients to choose a caregiver

from whom they receive municipally funded services.
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VII. CONCLUSION

Elder care in Sweden underwent a number of changes in the economic and political
climate of the 1990s. The privatization of elder care services in some municipalities is one
attempt to reorganize social services in order to increase efficiency and responsiveness of the
public sector. However, as it was implemented, it accomplishes neither of these goals. Instead,
privatization requires investment to develop private enterprise in the social service sector and
new regulatory mechanisms to oversee private providers, even as it fails to directly solve the
problem of growing elder care costs and dissatisfaction with lack of choice in providers.
Swedish policymakers face important tradeoffs in deciding whether to pursue privatization more
widely, to maintain decision making and control over privatization in the hands of local

government, or to prevent its implementation altogether.
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