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A b(l)ooming economy

¥ Increasing real estate prices

¥ Swedish companies were buying buildings all over Europe

¥ All financed with borrowed money

¥ Fixed currency exchange rate (SEK - EMU)



A national financial crisis
¥ September 1990

One company got into conflict with the bank - and could not pay 
its debts

¥ But it meant more problems to the bank than expected

¥ Eventually,
Most of the financial system crumbled
And the depression was on its way

¥ Late 1992
Speculation against the Swedish currency
National bank floating interest rate 500 per cent

¥ The SEK is set floating



Effects of the crisis

¥ Higher import prices - inflation risk
¥ Increasing unemployment
¥ Falling tax income
¥ Increasing state budget deficits



Options?

¥ Stimulate the economy?
 - more inflation

¥ Wait it out?
- more unemployment

¥ What reduces unemployment at a low 
cost?



Higher Education!

¥ The cost of a student
 - including tuition and student aid

¥ Is lower than social welfare costs for 
unemployed



The Student Demand U-curve
- a hypothesis
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Feasibility?

¥ An increase in student numbers
Ð is met by an increased propensity to enter H.ed.

Ð is welcomed by universities
Ð may be funded at marginal cost

¥ Money
Ð with the help of the Ministry of Finance 
Ð negotiated from the Ministry of Labour

Ð used to increase student numbers



If I were in the Ministry
¥ Government would, like back then

Ð Increase university capacity for all students
Ð Introduce eligibility programmes 

¥ And this time also
Ð Increase student aid / reduce tuition fees
Ð Invest in Higher Ed. Life Long Learning
Ð Support university-business research cooperation


