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In Sweden, interactions between the state and sub-national inter- Received 12 May 2025
ests concerning the distribution of rent from natural resources have Accepted 12 June 2025
often focused on what constitutes a ‘fair’ distribution of taxing and KEYWORDS
spending. This article studies how this became manifested during Sweden: taxation; natural
a dispute between the mining towns of Kiruna and Géllivare and resources

the Swedish state concerning the taxation of the mining company
Luossavaara-Kiirunavaara AB (LKAB). In collaboration with other

actors, Kiruna and Gallivare tried to persuade the state to assign

the local level wider capacities to collect tax revenue from LKAB.

Despite experiencing repeated setbacks, Kiruna and Géllivare con-

tinued the process based on a strong faith that the state eventually

would accept their interpretation of how an equitable taxation of

natural resources should be designed. This persistence reflected the

contemporary expectations among public actors in northern

Sweden that the state would contribute to correct what was per-

ceived as an unfair distribution of resource rent.

Introduction

In Sweden, the sharing of revenues from natural resources has been integrated into
a policy of resource nationalism which has been designed to ensure that the income
from the extraction of natural resources would benefit or be accessible to a large part of
the population." As argued by Jonas Stein, these conditions have produced a close
relation between the resource-producing northern periphery and the political centre.
Stein's argument builds on Stein Rokkan, who has combined the centre and periphery
relationship with the organizational decision-making system of Albert Hirschman, and
Talcott Parson’s paradigm for functional differentiation within states. In Stein's apprecia-
tion of Rokkan, the relationship between the centre and the territorial periphery builds on
the notion that the existence of a political centre presupposes a periphery — and vice
versa. The two positions interact. Political actors who perceive themselves as representa-
tives of ‘peripheries’ tend to nurture the idea that different identities linked to specific
territories have developed over time. The development of a geographical identity is thus
an asset in the regional political mobilization against the national state, where regional
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interest groups act according to three strategies: exit, voice or loyalty. Exit, which means
the creation of an independent regional state, has never been a real option in Sweden (or
in any other Nordic unitary state). Instead, the most common strategy has been loyalty as
regional actors have made deals with the central government. Such deals have involved
privileged access to such programmes, grants and subsidies which bring increased
revenue and investments to the region in return for the rent from the exports of natural
resources.’

However, there have also been areas where the actors in the natural resource-producing
northern periphery have voiced protests against government policy. One such area is the
tax system. As in many other countries, actors in the northern periphery have argued that
rents from natural resources extracted from their jurisdictional boundaries should be
shared, for instance through a devolution of tax power from the national government.? It
should be noted that the Swedish system of local taxation is adapted to the welfare state.
For instance, comparative research on the tax systems of Sweden and Andean countries has
noted that Sweden has developed more stable tax bases for the provision of welfare
services than the natural resource-producing Andean countries. Sweden has been able to
avoid fiscal dependence on natural resources, and developed a more broad-based tax
system, where local taxes achieved a notable share of total revenues.* In addition, the
1928 municipal tax legislation established intermunicipal equity as one of the tax policy
principles.” The foundation for Swedish fiscal federalism is a system for intermunicipal
equalization where funds are transferred from relatively wealthier municipalities to munici-
palities which cannot levy sufficient public revenue to maintain mandatory municipal
services.® Nevertheless, regional actors have tried to identify areas and issues in the tax
system linked to natural resource extraction where tax jurisdiction and the distribution of
tax revenue could be challenged. This persistence has largely been based on the hope that
the state and its institutions at some point in time would accept their subjective under-
standing of what constitutes a ‘fair’ distribution of resource rent in society.

During the period 1937-1957, the so-called Malmfalt Municipalities' Cooperation
Committee (Malmféltskommunernas samarbetskommitté) voiced its protest against the
taxation of the mining company Luossavaara-Kiirunavaara AB (LKAB). The Malmfalt
Municipalities' Cooperation Committee consisted of public sector stakeholders in LKAB
and included Gallivare municipality, Jukkasjarvi municipality (where Kiruna was incorpo-
rated) and the County Council of Norrbotten.” The objective of the Malmfilt
Municipalities' Cooperation Committee was to ensure that local and regional expendi-
tures were covered sufficiently through revenues from LKAB.2 However, this ambition
became threatened by the rates LKAB paid to the Swedish State Railways (Statens
Jdrnvdgar, SJ) for its railway freights towards its loading ports on the so-called Ore line
(Malmbanan) between Lulea and the Swedish-Norwegian border. During the period
1938-1957, a special freight increase clause which linked the freight rates on the Ore
line to the world market price for iron ore was introduced with the aim to increase SJ's
income from the Ore line.® The Malmfilt Municipalities' Cooperation Committee chal-
lenged the freight increase clause on the basis that the revenue LKAB paid to SJ through
the freight increase clause reduced the base for the corporate tax LKAB paid to the
Malmfilt municipalities."®

This paper examines the interaction between the Malmfalt Municipalities' Cooperation
Committee and the government regarding the freight increase clause from the decision
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to introduce it in 1937 until its abolishment in 1957. We study how the Malmfalt
Municipalities' Cooperation Committee tried to mitigate the effects of the freight increase
clause through changes in the tax system, and how the state reacted to these actions.
Through this investigation, we want to contribute to the research perspective on tax
history introduced by Martin Daunton. One part of Daunton's research focuses on how
mutual trust between the government and taxpayers evolves during the historical devel-
opment of a tax system. In this respect, Daunton highlights that, historically, one impor-
tant notion of tax fairness has been based on how the extraction of revenue has been
linked to public spending. Whether the tax system has been considered equitable or
inequitable has depended on whether the different interests and groups providing
money to the tax system have felt that the government is spending this money in
a reasonable and appropriate way. The creation of a widely shared belief that the tax
system has been balanced between interests became crucial for a high degree of mutual
trust between the actors in the tax system. This has applied to both the way revenue has
been raised and how it has been spent. The creation of a perceived balance in the tax
system involved a complex process of rhetorical manoeuvres and contestation of mean-
ings, where interests were identified, and notions of ‘fairness’ were defined."" In this
article, we use Daunton's approach to provide a novel perspective on Swedish tax history.
We describe how different interests shaped and contested the notion of a ‘fair’ distribu-
tion of resource rent in interaction with the government on the arenas where tax policy
was formed during the examined period.

The paper is organized as follows. The second section describes how we study the
interaction between the State and the Malmfalt Municipalities' Cooperation Committee
through an account of the methods and material used in the article. The third section
provides a background to the examined dispute. The next five sections focus on the
interaction between the state and the Malmfalt Municipalities' Cooperation Committee
regarding the freight increase clause. These empirical results are summarized in the last
section. This section also includes a proposal of how the results of our case study may
contribute to a wider analysis on how the relations between the state and public actors
regarding the distribution of rent from natural resources within the tax system has
developed after 1945.

Methods and materials

The basic approach of this paper is based on the argument by Sheffrin that the politics of
regulation can and does take place in many different venues and that this also applies to
tax policy. We assume that the examined actors understood this complex landscape and
attempted to pursue their interests on the arenas that appeared relatively advantageous
to them.'? As the basis for our empirical study of the interaction between the government
and the Malmfalt Municipalities' Cooperation Committee, we have adapted a taxonomy of
strategies originally developed by Colleen Dunlavy to study company strategies within
the American railroad system. One such strategy is jurisdiction jumping, which involves
shifting the site of dispute to a more favourable jurisdiction. Another possibility is branch
jumping, where actors seek a more favourable resolution in another branch of govern-
ment. A third strategy is level jumping, whereby actors move their issue to another level
of government. Following Dunlavy, we recognize that a dispute over an issue may follow
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Table 1. Branches, actors and levels studied in the paper.

Executive Judicial Legislative
Government The Supreme Administrative Court (Regeringsrdtten) Parliament
The Administrative Court of Appeal (Kammarrdtten) Commissions of
inquiry

The Inter-municipal Board of Appeal (Mellankommunala
prévningsndmnden)

The Tax council for corporations in Norrbotten (Sdrskilda taxerings
ndmnden i Norrbotten)

Note: The commissions of inquiry which prepare legislation are independent from parliament and the parliamentary
committees which decide on these proposals.
Source: Own adaptation of Dunlavy, “Bursting through State Limits”.

two stages. A dispute may initially shift repeatedly between branches and levels of
government before it reaches the arena where the issue finally is resolved. It is at this
arena the form of solution to the problem is decided."®

Table 1 illustrates how we have adapted Dunlavy's framework to the Swedish political
and administrative system as well as to the fact that Sweden is a unitary state. We assume
that actors can move an issue between the government, the legislative system and the
judicial system. In this respect, level jumping is possible between the levels in the judicial
and legislative system within the hierarchy shown in Table 1.

We thereby focus on the two main arenas of interaction between the state and the
Malmfalt Municipalities' Cooperation Committee. The first arena of interaction was
a commission of inquiry (1947 ars malmkommunutredning) appointed in September 1947
to study some problems connected to the taxation of LKAB. This appointment followed an
established pattern in Sweden. If tax legislation is to be enacted, the process often starts
with the appointment of a committee. The work of the committee is based on a directive
from the government which describes the task of the committee. The members of the
committee might include representatives of political parties and representatives from other
organizations and sectors that are stakeholders in the issue under review by the committee.
The second arena was the court system. In tax matters, case law is created by the Supreme
Administrative Court (Regeringsrdtten). Only the judgements of the Supreme Administrative
Court are regarded as precedents. The case we examined reached the Supreme
Administrative Court through several stages. It started when the issue of taxing the revenue
from the freight increase clause was raised by the Tax council for corporations in Norrbotten
(Sdrskilda Taxeringsndmnden i Norrbotten). The case thereafter passed through the Inter-
municipal Board of Appeal, which tried appeals regarding tax jurisdiction in cases where
such disputes arose, and an administrative court of appeal (Kammarrdtten) before it reached
the Supreme Administrative Court. Our studies of these court cases build on a basic method
used to interprete Swedish tax law by courts, tax administration and scholars. A provision in
a tax act is generally interpreted with the help of a careful study of the preparatory works."*
In combination with the general framework of the article, we have thereby been able to use
court cases and other legal sources as historical source material.

The paper builds on a combination of source material from the actors described in
Table 1 and related material from the Malmfalt Municipalities' Cooperation Committee. It
has therefore been possible to study its interaction with the government at all the
relevant branches and levels within the legislative and judicial system. Table 2 gives an
overview of the source material used in the article.
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Table 2. The source material of the paper.
Type of actor/level Source material

Executive

Government Government bills
Cabinet meeting documents (konseljakter), deposited at the Swedish National
Archive (SNA)
Archive material from the Malmfalt Municipalities' Cooperation Committee,
deposited at Gallivare Municipal Archive (GMA)

Judical
The Supreme Administrative Documents from a court case, deposited at SNA
Court Archive material from the Malmfalt Municipalities' Cooperation Committee
The Administrative Court of Documents from a court case, deposited at SNA
Appeal Archive material from the Malmfélt Municipalities' Cooperation Committee
The Inter-municipal Board of A legally authorized copy of the verdict from the Inter-municipal Board of Appeal
Appeal has been deposited together with the archive material from the Malmfélt

Municipalities' Cooperation Committee
The tax council for corporations Decisions on the taxation of SJ by this council have been published in an annual

in Norrbotten summary of cases tried by the Supreme Administrative Court (Regeringsrdttens
drsbok).
Legislative
Parliament Government bills

Reports from parliamentary committees

Archive material from the Malmfalt Municipalities' Cooperation Committee
Commissions of inquiry Commission reports

Commission archives, deposited at SNA

The background to the dispute

In 1907, Parliament approved the so-called 1907 Ore Agreement (7907 drs malmavtal)
which settled the ownership of Kiruna and Gallivare iron ore fields through an agreement
of a shared ownership of LKAB between the state and the mining company Trafik AB
Grangesberg-Oxeldsund (TGO). The state thereby ensured long-term state ownership and
control over the world's richest ore fields by introducing a guarantee that the state could
take over TGO's share of LKAB at a given time in the future, which occurred in 1957.1°

With the 1907 Ore Agreement, SJ gained a monopoly on the ore freights from LKAB's
mines. Initially, the freight rates were nominal and fell 20-40% below the ordinary freight
rates for iron ore in SJ's tariff structure. The 1907 Ore Agreement did not include any
clauses which adjusted the freight rates to fluctuations on the world market price for iron
ore or the costs for traffic operations on the Ore line. This rate policy had intentionally
been designed to benefit LKAB which could use the railway freights as an instrument to
deal with fluctuations on the world market for iron ore.'®

The rate structure on the Ore line was kept unchanged until 1938 when the freight
increase clause came into effect. The freight increase clause meant that LKAB, if the world
market price for iron ore exceeded 16.75 Swedish kronor per tonne, would pay SJ 20% of
the sum exceeding that price."”” The freight increase was originally motivated by the
argument that exchange rate fluctuations affected the revenue of SJ negatively. The
adding of a floating part to the nominal freight rates was intended to stabilize SJ's
revenues at a fixed and predictable level.'® After 1938, SJ also begun treating the income
from the Ore line as a funding source to cross-subsidize the unprofitable but politically
motivated parts of the railway system.'® SJ initially predicted that the introduction of the
freight increase clause would make a rather limited contribution to the loss-making parts
of the railway system. These expectations were based on the analysis that the world
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market for iron ore was recovering from the shock it had had experienced during the
Great Depression. SJ expected that a rising global demand for iron ore would result in an
annual freight increase from 9 million tonnes to 11 million tonnes.?

However, during the period up to 1957, the Ore line's share of SJ's total income
increased much more than what SJ had predicted. Figure 1 demonstrates SJ's total
income from the Ore line and the contribution to that income from the freight increase
clause during the period 1938-1957. It is evident from Figure 1 that the income from the
Ore line increased after 1945 and that this was related to a parallel increase in the world
market price for iron ore. This increase enhanced the Ore line's share of SJ's income from
goods traffic, where in the middle of the 1950s, around 15% was earned from LKAB as
a single customer.?'

The income from the Ore line was necessary to maintain the traffic volume on SJ's large
regional system. Sweden is a sparsely populated country which historically has con-
structed a large rail network. By 1900, Sweden had 23 kilometres of railway per 10,000
inhabitants. This may be compared with Denmark’s 12 kilometres, England’s 9 kilometres
and France’s 12 kilometres.?? Large parts of the railway network were built for reasons
other than the demand for transport. There were national and regional political hopes
that a large railway network would lead to general economic expansion in the affected
regions. In this regard, the railway was intended to strengthen the social and cultural links
between Sweden’s economic and political centre and its peripheral regions. Because
these peripheral regions were sparsely populated, SJ could not benefit from the railways’
strongest advantage, which was mass transport on heavily used lines. SJ had built 2,000
kilometres of railway track in districts where no such conditions prevailed.”

Million Swedish kronor
=
o
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Figure 1. SJ's total income from the ore freight on the Ore line and the contribution of the freight
increase clause to that income, 1938-1957 (million Swedish kronor, current prices). Source: The figure
is reconstructed from '‘Diagram 6’ in Andersson, “Staten, malmbanan och malmbolagen,” 118, by using
the same data.
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In this respect, Sweden followed the pattern of some European countries.”* When
railways faced financial challenges during the interwar period as a result of emerging
competition from lorries and increasing costs for staff and fuel, governments maintained
unprofitable traffic through subsidies.”® In the Nordic countries, the strong influence on
railway policy from regional interest groups in the parliaments assured that these state
interventions continued to benefit the regional networks.?® However, in Sweden funding
of the loss-making lines in SJ's network was not achieved by means of direct subsidies but
through small, step-by-step changes to the economic and political instruments of railway
policy. Parliament could only stretch the financial rules if SJ's operating costs were
covered by revenue. One method to achieve this goal was to cross-subsidize between
the different parts of the network. In practice, this meant that losses on the less fre-
quented sections of network were covered by revenue from the large, heavily used trunk
lines.?” Even as cars and lorries were introduced in increasing numbers and mass motor-
ization expanded to the sparsely-populated, peripheral regions, SJ's regional network
continued to expand.”® After a decision by parliament in 1939 to nationalize the non-state
part of the railway network, a large number of lines which needed subsidies in some form
were amalgamated into the SJ network. In 1952, 40% of the Swedish railways had a traffic
level below that which motivated a closure according to international standards. Of these
lines, 70% had belonged to nationalized railway companies and 30% were part of the SJ's
traffic in the sparsely populated northern counties, the so-called Norrland region.?

It is also crucial to note that the favourable conditions on the international market for
iron ore affected the prospects for the Malmfalt communities in a positive way. As several
researchers have noted, there was a strong hope for the future in the post-war period. For
instance, different modernist ideals from architecture and planning to transform the
Malmfdlt communities into model societies was actively pursued by builders and
planners.®° It then appears that while the claim on the income from the freight increase
clause was not related to any specific municipal problems, it was rather a question of
principle, where the Malmfalt Municipalities' Cooperation Committee considered certain
approaches to tax jurisdiction to be ‘fair’ and ‘just’ to a higher degree than others. Such
arguments therefore formed the basis of the strategy which the Malmfalt Municipalities'
Cooperation Committee devised ahead of its approach of the state regarding the income
from the freight increase clause.’

The beginning of the dispute

In 1937, the Malmfalt Municipalities' Cooperation Committee raised the issue of the
freight increase clause for the first time. In a communication to the government, the
Malmfalt Municipalities' Cooperation Committee expressed concerns that the freight
increase clause on the Ore line would result in a decrease of tax revenue for
Gallivare and Kiruna.>®> From 1939, the Malmfilt Municipalities' Cooperation
Committee began a political campaign to abolish the freight increase clause. The
Cooperation Committee raised the argument that SJ's increased income from the
freight increase clause should not be interpreted as a payment for a transport
service, but as withheld corporate dividends from LKAB which unjustly had become
exempt from municipal corporate tax. The Ore line was integrated with LKAB's mining
operations to such an extent that SJ's income from the freight income clause should be



SCANDINAVIAN JOURNAL OF HISTORY e 545

taxed in the same way as LKAB's company profits. The Cooperation Committee further
argued that the state as an owner of LKAB avoided its social responsibility for the mining
industry as it let SJ earn monopoly profits from the iron ore transports. This practice
withheld tax revenue which Kiruna and Gallivare relied on to fund its public
expenditures.33 In 1939, the share of tax revenue from LKAB (excluding royalty income) of
the total tax revenue was 60.8% in Kiruna and 36.7% in Gallivare.>*

During the Second World War, the iron ore exports from LKAB became a sensitive
national issue where the government's shifting trade relations with the belligerent
nations dictated the mining operations.>> In this context, the Malmfilt municipalities let
their demands rest until the autumn of 1945 when the War had ended. In November 1945,
the Malmfalt Municipalities' Cooperation Committee submitted a communication to the
government. The Cooperation Committee highlighted that it was necessary for the
government to react to the ongoing negative changes in the municipal tax base of
Kiruna and Gallivare caused by the financial management of the Ore line. The government
should compensate Kiruna and Gallivare for the erosion of the tax base that had been
caused by the freight increase clause. Furthermore, the Cooperation Committee argued
that the government should grant Kiruna and Géllivare power to tax SJ's income from the
Ore ling, and that this issue would be included in the review of the freight increase clause
that would take place during 1947. If this was not possible, Kiruna and Géllivare should be
compensated for this income through transfers from the state.>®

A commission of inquiry as the first solution

As a reaction to the campaign from the Malmfalt Municipalities' Cooperation Committee,
the government included the taxation of the Ore line on the agenda of a commission of
inquiry (1947 dars malmkommunutredning). This Commission was appointed in
September 1947 to study the fiscal challenges Kiruna and Gallivare experienced from
the economic and social dominance of LKAB in those municipalities.>” An important factor
which influenced the work in the Commission was the fact that Parliament in
February 1947 had extended the freight increase clause until 30 September 1957.%%
Against this background, the Malmfalt Municipalities' Cooperation Committee focused
on persuading the Commission to accept its arguments that the Ore line should be
subject to municipal tax. It put forth a proposal where the proportion of the net yield of
the Ore line which exceeded a normal interest rate (set at 3.8%) of the fixed capital would
be taxed in Kiruna and Gallivare.*®

However, the Commission noted that it was difficult to implement this proposal. One
problem was related to the economic situation of SJ. The Commission displayed sub-
stantial sympathy for the role the Ore line played for SJ's ability to deal with its economic
challenges. If the Ore line should be considered part of LKAB's operations, as argued by
the Malmfalt Municipalities' Cooperation Committee, this would set a precedent where all
municipalities which had manufacturing firms using railway freights could start taxing the
revenue that these freights generated for SJ. Furthermore, as the Commission agreed that
that there existed a need to cross-subsidize the unprofitable parts of the railway network
with incomes from the profitable part, it found it unreasonable that Géllivare and Kiruna
should be exempted from this practice.*
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The Commission also discussed the legal implications of the proposal from the the
Malmfélt Municipalities' Cooperation Committee. According to Swedish tax law, SJ was
exempt from municipal taxation. The argument behind this legislation was that munici-
palities located along railroads enjoyed better transport conditions than municipalities
without railroads and thereby already benefitted from the railroad through this
condition.*' The Commission also noted that it was impossible to divide the national
rail network in one part that was subject to tax (the Ore line) and another part which was
exempt from tax (the rest of the national network). In this respect, it was also problematic
to argue that SJ, in contrast to other enterprises, should be prevented from equalizing its
financial results by an internal shifting of profits.*> A municipal tax on the Ore line would
also benefit certain types of municipalities at the expense of others. The Commission
therefore concluded that the legal implications of a municipal tax on the Ore line meant
that such a decision would have to be made within a larger tax reform comprising all
forms of public enterprise. In this regard, the Commission suggested that the question of
municipal taxation of the Ore line would be postponed until the government decided to
conduct a review of municipal tax law. The Commission also recommended against the
introduction of any government scheme to compensate for a municipal tax on the Ore
line as this would precede the necessary review of tax law discussed by the Commission.**
Due to these constraints, the Commission decided in November 1948 against
a recommendation that the proportion of the net yield of the Ore line which exceeded
a normal interest rate (set at 3.8%) of the fixed capital would be subject to municipal tax in
Kiruna and Gallivare.**

An interlude of rising regional activism

While the Malmfélt Municipalities' Cooperation Committee did not actively try to influ-
ence the government's position on the freight increase clause issue during the years
immediately after that decision was taken, two important factors developed which
contributed to a continued engagement. The first factor was that the world market
price for iron ore continued to rise, which resulted in a greater contribution from LKAB
to SJ through the freight increase clause. The Malmfdlt Municipalities' Cooperation
Committee sensed that it lost increasingly more potential tax revenue as time passed.*®

The second factor was the report from the so-called Norrland commission on the
economic and social future of the four northernmost counties in Sweden, which was
presented in 1949. The Norrland commission presented a bleak picture of northern
Sweden. While the economy in northern Sweden built on a combination of labour-
intensive forestry work and self-subsistent small farms, other, industrialized parts in
Sweden were far more prosperous. Even if the Norrland region was rich in natural
resources, it continued to be poorer than other parts of Sweden. The Norrland commission
highlighted that a major reason behind this difference was the uneven distribution of
rents and other incomes from the region's natural resources between the northern
counties and the rest of Sweden. Norrland made crucial contributions to the Swedish
national wealth without getting a fair compensation in return.*® This conclusion pre-
sented a new political agenda for actors in northern Sweden. They mobilized to form
interest groups that forcefully demanded that the state compensated them for their ‘lost’
resource rent.*’
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The issue moves to the court system

From 1952, the dispute concerning the taxation of SJ's income from the freight increase
clause moved to the court system. This year the Tax council for corporations (Sdrskilda
taxeringsndmnden) in Norrbotten decided that SJ's income from the freight increase
clause for the fiscal year 1951 was subject to municipal taxation. This amount was split
between the municipalities which were concerned with LKAB's operations. Apart from
Kiruna and Gaéllivare, these municipalities now included Luled, where LKAB's Swedish
loading port was located. According to the Tax council for corporations in Norrbotten,
Lulead had the right to tax SJ for 1 066,810 kronor, Kiruna had the right to tax SJ for 29
016,630 kronor and Géllivare had the right to tax SJ for 9 723,860 kronor. This meant that
90% of SJ's tax would be paid to municipalities in Norrbotten. The remaining 10% would
be taxed in the City of Stockholm (where LKAB's head office was located).*®

In this respect, it should be noted that the tax rules for SJ had not changed since the
commission of inquiry had published its study in 1948. As SJ still was exempt from
municipal tax, it therefore initially chose to ignore the proposals from the Tax council
for corporations in Norrbotten on formal grounds.*® However, the continued correspon-
dence, which involved the Malmfalt Municipalities' Cooperation Committee, indicates
that the Tax council for corporations in Norrbotten wanted to change the taxation of SJ
through the court system and acted upon political considerations beyond a strictly legal
position.”® While some of the members on a Tax council for corporations generally
represented the state, other members could represent the County Council.’’ This
means that there is a possibility of a joint interest between the Tax council for corpora-
tions in Norrbotten and the County Council in Norrbotten. Furthermore, while the
decision by the Tax council for corporations in Norrbotten also made the City of
Stockholm, whose further interaction with the court system will not be dealt with in
this article, a party in the claim to make SJ subject to municipal tax, this was most
probably of secondary interest. Rather, it demonstrates how the Tax council for corpora-
tions in Norrbotten as a free-standing fiscal and legal entity dominated by laymen could
be used as an instrument to pursue the political purposes of the Malmfalt Municipalities'
Cooperation Committee.>?

SJ appealed the decision from the tax council for corporations in Norrbotten to the
Inter-municipal Board of Appeal. Until 1971, the Inter-municipal Board of Appeal tried
appeals regarding tax jurisdiction in cases where such disputes arose.>® The Inter-
municipal Board of Appeal heard both the Tax council for corporations in Norrbotten
and SJ. The Inter-municipal Board of Appeal highlighted that the Tax council for corpora-
tions in Norrbotten had argued that the income from the freight income clause should be
taxed as royalty. A royalty agreement usually gave the chartering party a certain relief in
the fees per weight unit when the shipped quantity increased. The Tax council for
corporations in Norrbotten could not find any case aside from royalty when price
fluctuations of the goods affected the freight rate. SJ's income from the freight income
clause should therefore be subject to municipal taxation. SJ rebutted this statement with
the argument that SJ was not a shareholder in LKAB and therefore did not receive any part
of its profits. SJ also referred to the analysis in the previous commission of inquiry (7947
drs malmkommunutredning) which had concluded that the freight income from the Ore
line was exempt from municipal tax. In its verdict, the Inter-municipal Board of Appeal
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overturned the decision by the Tax council for corporations in Norrbotten by stating that
SJ was not subject to municipal taxation.>*

The Malmfélt Municipalities' Cooperation Committee together with Luled thereafter
appealed this decision to the Administrative Court of Appeal. In the appeal, Luled and the
Malmfélt Municipalities' Cooperation Committee made strong efforts to prove that the
income from the freight increase clause represented something more than just freight
income for SJ. By presenting evidence that SJ applied a different pricing policy on the Ore
line in comparison with other parts of the rail network, the Malmfalt Municipalities'
Cooperation Committee argued that LKAB's special role as a customer of SJ indicated
that the income from the Ore line freights originated from LKAB and thereby was subject
to municipal tax.>> As part of the appeal campaign, the Cooperation Committee also
arranged a press conference in Stockholm to present its position to a wider audience.>®

However, the new arguments presented by Luled and the Cooperation Committee were
not accepted by the judicial system. In a preparatory note, the Inter-municipal Board of Appeal
recommended that the appeal should be rejected.”” In October 1953, the Administrative
Court of Appeal concluded that SJ was exempt from municipal taxation and rejected the
appeal from Lulea and the Malmfalt Municipalities' Cooperation Committee.>®

The Malmfalt Municipalities' Cooperation Committee and Lulead thereafter appealed
this verdict to the Supreme Administrative Court. The main argument in the appeal was
that the sheer existence of the freight increase clause demonstrated that SJ played an
active part within LKAB's company operations. The income from the freight increase
clause should therefore be interpreted as royalty and subject to municipal tax.>® After
the Cooperation Committee had submitted its appeal, the Supreme Administrative Court
consulted with the Inter-municipal Board of Appeal. The representative of the Board
rejected the definition of royalty presented in the appeal from the Cooperation
Committee. He stated that the 1928 municipal tax act had defined royalty as a payment
to utilize an already existing object. This definition of royalty did therefore not include
a continuous, developing service such as a transport.?® In March 1955, the Supreme
Administrative Court rejected the appeal from the Malmfalt Municipalities' Cooperation
Committee by finally settling that SJ's income from the freight increase clause was not
subject to municipal tax.®'

The nationalization of LKAB as the final arena for the dispute

Already in December 1954, it was apparent that the Malmfalt Municipalities' Cooperation
Committee was developing an alternative strategy for action in case the appeal to the
Supreme Administrative Court failed. The Cooperation Committee was aware that
because the state could redeem TGO's share in LKAB in 1957, Parliament would have to
such approve of this decision in 1955. The Malmfélt Municipalities' Cooperation
Committee therefore met with the government and expressed their wishes that this
decision would lead to a change in the railway freight agreement which better served
the regional and municipal tax interests.®?

When parliament decided to redeem TGO's share in LKAB in 1955, this decision did not
include any discussions on the impact this change would have on the tax base in Kiruna
and Gillivare.®® When the state consulted Kiruna and Géllivare during the preparations to
redeem TGO's share, they complained about the lack of discussions regarding local
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taxation. They highlighted that LKAB's contribution to the total tax revenue was 79.6% in
Kiruna and 56.5% in Gllivare. Kiruna and Gallivare emphasized that the nationalization of
LKAB provided the state with a good opportunity to deal with some of the claims local
and regional actors in Norrbotten had made regarding the distribution of the rent from
LKAB's mines. They mentioned the dispute over SJ's income from the freight increase
clause as an example of one such long-standing issue.®* In response to these comments,
the government stated that such issues would be considered after the state and TGO had
come to a final agreement about the redemption.®

The organization of LKAB's railway freights was later included in the review of the
practical details which needed to be addressed before the nationalization of LKAB could
be completed. This review noted that the existing freight agreement between LKAB and
SJ expired on 30 September 1957. It was therefore necessary to negotiate the terms of
a new agreement which should be based on commercial considerations.®® When the
review was presented to parliament, it delegated to LKAB and SJ to start negotiations and
to finalize a new agreement before the existing one expired. Parliament also stated that
after the expiration of the 1907 Ore Agreement, the freight contracts between LKAB and
SJ no longer had to be approved by parliament. This followed the existing practice for the
relations between SJ and its major customers in the freight market.®”

The Malmfélt Municipalities' Cooperation Committee did not have any influence over
the new freight agreement between LKAB and SJ.°® This agreement was based on the
regular rail tariffs for iron ore and did not include any freight increase clause.®® Several
factors lie behind this outcome. One factor which caused SJ to change its position on the
freight increase clause was a rising awareness that a continued dependence on these
incomes could cause financial vulnerabilities. More than 15% of SJ's operational revenue
depended on fluctuations of the world market prices for iron ore. Another factor was that
a commercial contract with LKAB outside of the direct control of Parliament was well
aligned with the ongoing introduction of market-oriented practices within SJ. LKAB on its
part had to accept that the state no longer could limit its costs for railway freights as part
of the general governance of the company. LKAB could nevertheless accept the new
commercial relation with SJ on the basis that the world market price for iron ore gave it
a sufficient financial margin to pay the relatively higher tariffs SJ charged after 1957.7°

Summary and outlook

In this article, we have demonstrated that, initially, the dispute concerning the freight
increase clause and the taxation of the Ore line was dealt with according to the conven-
tional approach towards tax policy making during the examined period. The government
set up a commission of inquiry and invited the Malmfalt Municipalities' Cooperation
Committee to participate in discussions regarding the freight increase clause. During
this phase, experts and representatives from the Malmfalt Municipalities' Cooperation
Committee started to work with the representatives of the government. However, this
dialogue exposed strong differences in how the two parties interpreted tax law. Over
time, these differences proved to be irreconcilable as the parties in the commission could
not agree upon a shared proposal. The Malmfalt Municipalities' Cooperation Committee
used political arguments based on a subjective view of how the resource rent should be
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treated in the tax system, which contradicted the more technical views of the state about
how the tax system was designed to work.

During the next part of the examined process, the Malmfalt Municipalities' Cooperation
Committee challenged the state by moving the issue to the court system. Even if the claims
from the Cooperation Committee repeatedly were rejected by the courts, the Cooperation
Committee still used all its possibilities to appeal the court verdicts. The unilateral action by
the Cooperation Committee continued when it connected the dispute concerning the
freight increase clause with the nationalization of LKAB as part of its participation in the
preparation of this decision. Even this attempt became unsuccessful, however, as the
government already had a fixed agenda for the future governance of LKAB. Any remaining
hopes of influencing the freight increase clause thereafter ceased when SJ entered into
a new freight contract with the state-owned LKAB based on the existing rail tariffs.

The strategy from the Malmfélt Municipalities' Cooperation Committee to shift the
dispute to new arenas and levels reveals its dual attitude towards the state. On one hand,
the Cooperation Committee repeatedly came into dispute with the state at the arena or
level where it had moved the dispute. On the other hand, the Cooperation Committee
never lost hope that the state at some point would change the tax system in its favour. For
future research, we argue that there is potential to adopt the analysis used in this article
based on Dunlavy's approach to study similar processes where different interests have
interacted to shape and contest the notion of tax “fairness” as highlighted by Daunton.
This approach may be particularly relevant to study circumstances where actors are driven
by both economic motives to increase resource rent and more general, normative posi-
tions about how the state should tax and spend, which differs from conventional discus-
sions about tax policy where disagreements usually are much more specific and technical.

In this respect, the observation by Boutet that the debate concerning the relevance of
mining as a propulsive force behind development in northern areas oscillates like the
back and forth of a pendulum swing becomes particularly relevant.”’ During the 1960s,
successive reforms of the Swedish inter-municipal equalization system occurred. These
reforms benefited those municipalities in northern Sweden which traditionally had been
vulnerable to shifts in the international demand for natural resources as they were
integrated in the large-scale public transfer system which characterized the redistributive
policies of the active and strong welfare state. During this period, the issue of what was
a “just” or “fair” rent distribution was not prominent on the political agenda. However,
after 1990, when Sweden experienced substantial cutbacks in the state assistance to the
municipalities, the issue of tax jurisdiction returned to the agenda. As many regional
actors were disappointed by the new austere state policies, they realized that “lost”
resource rent to compensate for the cutbacks could be reclaimed by demands for
a change in jurisdiction of the taxation of natural resources.”?

This interpretation of the tax system led to new disputes concerning the taxation of
natural resources in Sweden which have continued for a long time without being settled.
These disputes bear strong similarities to the pattern identified in this study. A lobby
group to mobilize the municipalities and regions where hydro power or wind power
plants are located (Féreningen Sveriges Vatten- och vindkraftskommuner och regioner) was
formed in 1999. Even if it has been unsuccessful in its attempts, it has continued to argue
that some of the revenue from the national real estate taxation of power plants should be
directed to the municipalities where such production is located with the Norwegian tax
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system as the example.” The state has also discussed new forms of revenue sharing, but
as during the 1940s and 1950s, experts have indicated that such changes need to be
integrated into a comprehensive review of municipal tax law.”* The type of contestation
and rhetorical manoeuvring about “fairness” and “equity” in the tax system which we have
identified in this article has thereby re-emerged and continues to produce tension
between the state and resource-rich municipalities even today.
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