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Foreword

In 2004, the National Institute for Working Life
was tasked by the Swedish government to provide
a continuous review of “trends and developments in
working life”. This included addressing the situa-
tion in Sweden and making a comparison with other
countries. We decided to perform this task with
statistical indicators that show how Sweden stands
in relation to the EU average and the common goals
established in the Lisbon Strategy, and by observ-
ing trends over time. The uniqueness of Sweden
is highlighted, including the differences between
men and women, and trends for both younger and
older age groups. We have chosen the period from
1990 onwards as this includes a deep crisis along
with successive recovery. The title of the yearbook
“Routes to a more open labour market” marks the
need for a deeper discussion on some specific issues
in working life that are significant for the future of
welfare.

One overriding problem in Sweden is the shrink-
ing workforce in relation to the population, which
means that less people increasingly have to support
more. At the same time, “outsidership” is growing
in Sweden. Large groups of people find it increas-
ingly difficult to enter or return to the workforce
to the extent that they desire, once they have left.
Long-term sick leave, involuntary part-time work,
later entry, lack of job security combined with the
fact that many simpler jobs demand greater skills
makes re-entry difficult for many people.

Sweden has one of the highest labour force par-
ticipation rates in Europe, but the position is much

lower when it comes to number of hours worked.
This is a direct result of high absenteeism due to
parental leave, part-time work and sick leave. Sick
leave has also tended to become longer, while the
number of more permanent forms of compensation,
such as long-term sickness and incapacity benefits
has increased. The increase in mental health diag-
noses is also striking. Countries in southern Europe
report more work-related injuries and deaths than
Sweden.

To ensure the future of welfare, we have to find
new ways to increase the number of hours worked,
and open the labour market. This presumes that the
working environment can develop positively and
jobs can be combined with a life outside of work.
"This book offers neither a cure-all nor a complete
picture. But it does offer pointers in a number of
areas where initiatives may be needed over the next
few years.

* The social responsibility for unemployment must
be shared by more people than it is today. Com-
panies and unions must work actively to create
job opportunities for people who are currently
excluded from the workforce. Unemployment
benefits and the pension system must not be used
to avoid responsibility for people who have lost
their jobs for whatever reason. Transition agree-
ments are one way to assume greater social re-
sponsibility, with more players and broader fund-
ing. Government subsidies for transition initia-
tives may be a model that can extend to people



who are totally excluded from the workforce.
The idea should be tested.

The debate on how social insurance conditions
affect work incentives and mobility should be ex-
tended to include complementary benefits. The
combined effects of public social insurance and
complementary benefits may, in some cases, be
incompatible with the work principle. There are
good reasons for studying these issues in more
detail, and grounds for labour market players to
review the structure of the system.

Skills and work experience are interelated. A
closer relationship between school and work-
ing life is needed at all levels, from compulsory
schooling to post-secondary education. If voca-
tional courses at upper secondary schools are to
succeed, traineeships must be available. Work-
place training (APU) does not work as it was in-
tended. Municipalities should earmark funds for
vocational work experience. Businesses should
provide more work experience opportunities for
students. Special work experience and teaching
centres in cooperation with job centres and local
businesses should be able to replace the present
“youth guarantee” for unemployed young people
between the ages of 20 and 24.

Immigrants are overrepresented in the secondary
labour market, and they also constitute a large
and important potential workforce. An interre-
lationship between schools, labour market policy
and companies would strengthen the position of
immigrants in the labour market. There are also
grounds to consider whether the Employment
Protection Act (LAS) and restrictions on fixed-
term employment disadvantage immigrants.
There may also be grounds to expand exceptions
to LAS for smaller companies, and simplify regu-

lations for fixed-term employment and order of
priority. Employment in municipalities and in-
dustrial companies is not likely to increase in the
future, despite a high level of replacement for
natural wastage. Smaller businesses will probably
create the new jobs. Research indicates that some
aspects of labour law discourage small companies
from growing and taking on new employees.

* People with disabilities have trouble gaining a
foothold in the Swedish labour market. Interna-
tional experience of quotas in the workplace, the
scale and structure of wage subsidies and monop-
olistic assignments for some jobs should be inves-
tigated.

Next year’s theme will be the Gender Perspective
in Working Life. We will address important dif-
ferences between conditions for men and women
in a number of different work areas. The book will
explore the different strategies adopted by women
and men for managing work and family, how these
differences influence careers and how work health
differs between men and women.

With the National Institute for Working Life’s
Yearbook 2006, I invite debate and discussion on how
Sweden can increase the number of hours worked in
order to maintain and develop the welfare system.
If we do not increase the number of hours worked,
future discussions will focus instead on how society
should prioritise cuts in public welfare systems.

I'hope this book provides new insights into trends
in working life, and I look forward to continued de-
bate.

Mikael Sjoberg
Director General,
National Institute for Working Life



CHAPTER I

Introduction

Fonas Olofsson

Employment and welfare are the themes of this year-
book. Over the past 15 years, the Swedish labour
market has undergone dramatic changes. In 1990,
we had overheating and full employment. Today, 15
years later, Sweden has significantly lower employ-
ment and more people unemployed, and more peo-
ple of working age who are outside the labour force.
We find ourselves in a situation where we enjoy far
from full employment — even though employment is
high and unemployment low compared with many
other countries.

So why does Sweden actually need increased em-
ployment? This may seem an unnecessary question
—more jobs are surely always good — but the answer
to this is interesting. We can see several reasons, but
economic growth is not among them. In the long
term, the Swedish economy will only grow if the re-
turn per hour worked, or productivity, increases. In
our opinion the welfare safety net is the best motive
for increased employment. If a person lands out-
side the labour market their welfare is threatened
by lower income, less involvement and poor health.
Government and local authority finances are also
undermined by unemployment as tax revenues fall
and the costs of income support go up.

In overall terms, around 1.2 million people of
working age (20—64) are not in employment and re-
ceive some form of benefit. And this does not in-
clude students or people on parental leave.

Figure 1.1 shows employment divided into four
main categories: the proportion unemployed (both

openly unemployed and in work schemes or other
labour market policy programmes), the proportion
on sickness benefits and in rehabilitation schemes,
the proportion who have taken incapacity retire-
ment (early retirement) and finally the proportion
receiving social security benefits.

An increasing number of people are now depend-
ent on government support. The most noticeable
changes are:

* Employment has fallen and unemployment has
risen. The degree of employment in the 25-64
age group has gone down by around 5 percent-
age points. The proportion of people openly un-
employed has more than tripled. Amongst young
people in the 20-24 age group, there has been an
even more dramatic change. The level of employ-
ment has dropped by over 20 percentage points
and there has been a five-fold increase in unem-
ployment.

* An ever-increasing proportion of the population
is outside the workforce. In 1991, 370,000 people
received incapacity or sickness benefits, while in
2004, 540,000 people received full or part-time
sickness or incapacity benefits.

* Another reason why so many people of work-
ing age are outside the workforce is that tertiary
education swallows twice as many students as 15
years ago. Among 2§ year olds, just over 20 per-
cent had some form of post secondary school ed-
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Figure 1.1. The proportion not in full-time employment (green curve) divided into unemployed, on sick leave, incapacity benefit and

social benefits, 20-64 age group, years 1990-2004.

ucation at the beginning of the 19gos; that figure
is 40 percent today.

® These changes in the labour market have also hit
people with an immigrant background very hard.
The level of employment among people born
outside of Sweden is under 6o percent, while the
figure for native Swedes is just over 75 percent.

* Lower employment and higher unemployment
lead to greater differences in income. Income
differentials are back to the level they were in the
1960s. The number of people on support may
not have increased but people receiving support
have it for longer and longer periods. Immigrants
and young people are overrepresented among the
lowest income group, as are women. 22 percent
of all single parent mothers were forced to seek
financial assistance in 2004.

There is no doubt that changes in the labour mar-
ket over the past 15 years have resulted in socio-
economic losses, more social problems and greater
strains on the state social security system. However
the purpose of this yearbook is not restricted to pre-
senting new research on the effects of low employ-
ment and high unemployment, it also includes sug-
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gested changes that can contribute towards a more
open and flexible labour market.

The yearbook contains papers by researchers
from various different social science disciplines:
their perspectives and starting points vary, but they
all address questions connected to employment and
welfare.

Motives for increased employment

Why is it so important to increase employment?
There are many motives and these depend on the
starting point, i.e. the needs of individuals or the way
the labour market functions. Many would argue that
unemployment means lost production. According to
this viewpoint, more people in work results in more
hours worked and higher economic growth. Higher
growth paves the way for higher consumption and a
more generous welfare policy, so the argument goes
— but historically no such connection has ever exist-
ed. Figure 1.2 shows how the gross national product
(in fixed prices) and number of hours worked have
changed since 1951. It is not possible to detect any
clear connection.



Hours worked

Index (millions)
400 7 000
350
6 800
300
Hours worked 6 600
250
6 400
200
150 6 200
100 6 000

1955 1960 1965 1970 1975

1980 1985 1990 1995

Figure 1.2. GNP volume index (1950 = 100) plus number of hours worked per year (millions), years 1951-1997.

Source: SCB. National Accounts.

Figure 1.2 shows that the number of hours has
gone up and down without any clear trend. At the
same time, the number of people in work increased
from around three million in the 1950s to over four
million today. This means that the average hours
worked per employee has clearly fallen since the
early 1950s. How can this be possible — that the
GNP has more than tripled over the same period?
The explanation is simple. Over the long term, the
GNP does not grow as a result of the number of
hours worked or how hard people work, but because
of increased productivity per hour. Higher produc-
tivity comes from innovations, changes in technol-
ogy, by making the way work is organised more ef-
ficient and through better education and training.
In turn, these kinds of changes depend on financial,
legal and social institutions that stimulate invest-
ment and enterprise.

Employment and welfare
In other words, higher growth is not the prime mo-
tive for increased employment. Welfare is a more
important motive. There is no set relationship be-

tween economic growth and welfare. Both historic
and international experience demonstrate that when
economic growth is propelled by increased labour in-
tensity, more working hours and increased consump-
tion of manufacturing materials, it is not sustainable
in the long term. Nor, in the short term, does such
economic growth alleviate social problems such as
criminality, ill health and suicide. The explanation
for this is that economic growth can both even out
and increase the income spread. Economic research
also shows that a higher material living standard has
an ever-diminishing effect on an individual’s wellbe-
ing the higher the income level.

What then do we mean by saying that welfare is
the prime motive for increased employment? We
would like to emphasise three aspects in particular:
a) work, individual well being and the community
b) work and consumption
¢) work and the funding of public welfare.

Firstly, work creates meaning and identity. People
have a strong need to be part of things. We want
to feel needed. Socio-medical research shows that
unemployment and exclusion leads to physical and
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Figure 1.3. Number of hours worked per year (millions) plus publicly funded saving (percentage share of GNP) from 1971-2002.

Source: SCB. National Accounts and public finances.

mental health problems. Exclusion generates indi-
vidual and collective frustration that can contrib-
ute to criminality, xenophobia and anti-democratic
movements.

Secondly, work determines one’s standard of liv-
ing and consumption. High employment and an even
distribution of the number of hours worked spreads
economic resources, which gives more people power
and influence over markets. When there are many
people unemployed or outside the workforce, the
income range widens, which leads to more uneven
consumption — totally regardless of pay differentials
and how generous social security systems are. Very
uneven income levels and purchasing power can a)
mitigate against socio-economically rational invest-
ments and long term sustainable production and
b) lessen the solidarity and sense of belonging on
which tax-funded welfare policies are based.

Thirdly, employment and the number of hours
worked determine funding of public security sys-
tems. The more taxable hours worked, the better the
public finances, which can be seen in figure 1.3. The
graph shows the changes in publicly funded savings
as a proportion of GNP year by year. By publicly
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funded savings we mean the net result for the entire
public sector, including social security insurance.
The strong link between the curves depends
on two things. Tax revenues are reduced when the
number of people employed and hours worked falls,
while costs for unemployment benefits, housing
benefits and benefit support increase. The result is a
deficit in public funds that must be met by the gov-
ernment borrowing money and raising taxes.

Initiatives to increase employment

The question is then how employment can be in-
creased. Stabilisation policies usually acquire a
prominent role in this debate — is a higher short-
fall in public funds necessarily a problem? Econo-
mists tend to use the phrase automatic stabilisers to
emphasis that increased government expenditure
can have positive socio-economic effects when un-
employment rises: it stimulates demand and higher
resource utilisation in general terms. However in a
small, open economy such as Sweden’s, the effect of
economic policy stimulants are extremely uncertain,
particularly as Sweden now has a floating exchange



rate. This means that a great deal of stabilisation
policy ends up as part of monetary policy. The eco-
nomic crisis at the beginning of the 1990s shows
how fast a rising public deficit leads to higher inter-
est rate levels, which leads to less investment and
even weaker demand for labour.

Higher productivity does not necessarily mean
fewer jobs. In the long term, higher productivity re-
sults in higher incomes that create demand in new
areas. During the second half of the 19gos it became
apparent that service jobs were increasingly being
created while at the same time the number of jobs
in industry was falling. This was due to the tough
rationalisation measures adopted in industry and
because the demand for service jobs (both public
and private) increases when people enjoy higher in-
comes. As such, there is not a lot to be said for the
thesis of “job-less-growth”. In historic terms, em-
ployment and productivity have actually gone hand
in hand.

Labour economists usually stress that unemploy-
ment has increased in most west European coun-
tries since the 1970s, and in Sweden’s case since the
1990s, as the level of unemployment consistent with
low inflation, NAIRU, has increased.” Why then
has the marginal value NAIRU risen for the level of
unemployment that does not drive up inflation? In
other words, most researchers agree that the level
has gone up, but do not agree on the explanations
for this. There are two main viewpoints: some econ-
omists claim that the job search intensity and flex-
ibility of job seekers have fallen as a result of increas-
ingly generous government security systems. Econ-
omists use the term reservation wage to illustrate this
relationship — the wage a job seeker requires to even
consider a job offer. Others point to an increasingly
sharp division of the labour market into primary and
secondary segments, with poorer conditions of em-
ployment, pay increases and flexibility on the sec-
ondary labour market (see more below). The prob-
lem is that high unemployment amongst outsiders
in the secondary labour market does not necessarily
prevent inflationary pay rises for “insiders” in the
primary segment, as jobseekers in the secondary
segment are still not able to break through the bar-
rier to the primary segment. In other words, prices
in the whole economy are forced upwards by some

people gaining higher salaries in the primary part of
the economy — and inflation can then increase with-
out unemployment falling.

Neither of these viewpoints on unemployment
are incompatible, but in practice researchers tend to
place emphasis on one or the other. The first in-
terpretation (that job search intensity and flexibility
have fallen) stresses the “voluntary” nature of unem-
ployment, while the other interpretation starts from
the premise that unemployment is mainly “involun-
tary”. In this yearbook we analyse the segmentation
of the labour market and highlight proposals that
can help reduce segmentation, i.e. help produce a
more open and flexible labour market.

Reduced segmentation

What does segmentation in the labour market look
like today? Roughly speaking, we can see two sepa-
rate elements. The primary segment is made up of
members of the workforce with a good education
and secure employment. The secondary segment in-
cludes people with little education in insecure and
more temporary jobs. This segmentation is not pri-
marily a result of strict employment rights legisla-
tion, such as powerful job protection, but because
employers and employees enter into long-term con-
tracts for certain primary jobs for the sake of more
ready investments in education, greater efficiency
and more rapid salary progression.

"The secondary segment also includes young peo-
ple and many unemployed people with an immigrant
background. One explanation for their relatively
high level of unemployment is uncertainty over
what qualifications and skills they possess — and, in
the case of immigrants, sheer discrimination. In ad-
dition to young people and immigrants, poorly edu-
cated women are overrepresented in the secondary
labour market. As in many other countries, women
in Sweden are more likely to work part time in low
paid service jobs than men.

What then can be done to counter segmentation?
In this yearbook we will emphasise various long-term
actions that everyone associates with employment
measures. The starting point is that a more open
and flexible labour market requires both public and
individual efforts. Costs and responsibilities must be

I3



shared between everyone involved, i.e. public insti-
tutions, representative bodies, companies and indi-
viduals. This will become even more important after
2010 when the inflow to the workforce of the high
birth rate 198os recedes at a time when retirements
increase and the proportion of the population over
8o grows. Mobility on the work market will prob-
ably also fall, as people between the ages of 20 and
30 are the most mobile. This will put pressure on
the pension system and lead to rising costs for health
and elderly care.

Employment measures are usually defined as
initiatives for increasing employment and reducing
dependency on government support. An effective
structuring of employment measures presupposes
a higher level of cooperation between the govern-
ment, local authorities, companies and representa-
tive organisations. Dissolving this segmentation is
such a major task that public institutions will scarce-
ly be able to achieve this on their own. To lessen
the burden on public finances, others must share the
costs, and efforts to increase employment must be
structured at all levels: national, regional and local.

Yearbook structure

The yearbook is made up of two parts. The first part,
with the help of a number of indicators, deals with
developments in working life in Sweden and the EU
from 1990 till the present day. This is followed by
an in-depth analysis of the situation for people who
find themselves outside the workplace for a variety
of reasons.

The second part of the book is an anthology di-
vided into three sections. The first section “Popula-
tion changes and the potential workforce supply”,
provides a picture of the workforce supply, both in
general terms set against a background of future age
group-related changes and also the potential supply
set against a background of employment circum-
stances for different groups. In Chapter 4, Ola Ny-
gren describes how demographic developments af-
fect the flow of workers on a national and regional
level. In Chapter 5, Ulla Arnell addresses the situ-
ation of younger people in the labour market and
what can be done to shorten the route from educa-
tion to working life. Carl-Ulrik Schierup analyses
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the situation for immigrants in Chapter 6, and dis-
cusses proposals for overcoming discrimination and
outsidership. In Chapter 7, Stig Larsson focuses on
people with disabilities and what is required to en-
able more people with disabilities to enter the la-
bour market.

Section two, “Work place organisations and em-
ployment contracts in a gender segregated working
life”, comprises two chapters that address organi-
sational structures in working life, including with
respect to gender split, skills development and mo-
bility. Niklas Arvidsson and Eskil Ekstedt analyse
project structured forms of activity in private com-
panies in Chapter 8 and how these affect employ-
ment structures and health. A central issue is to what
extent a project structure is compatible with lifelong
learning. In Chapter 9, Hanna Westberg addresses
gender segregation in both working life and educa-
tion. This chapter seeks to analyse the negative ef-
fects of gender division on workforce provision and
welfare.

The third and final section considers the impor-
tance of social institutions for the workforce supply
and employment. In Chapter 1o, Dan Grannas and
Jonas Olofsson look at the role of educational in-
stitutions and advocate closer ties between educa-
tion and working life to counter tendencies to over
education. Gabriella Sjogren Lindquist and Eskil
Wadensjo provide an account of the expansion of
negotiated insurance rights in Chapter 11, and stress
that individual job hunts will be influenced both by
benefits in negotiated form and in legally regulated
social insurance benefits, something that is often
missed in the public debate. In Chapter 12 Henrik
Bickstrom and Jan Ottosson consider the signifi-
cance of retraining agreements for labour market
policy. Can retraining agreements contribute to
better matching and a quicker flow from unemploy-
ment to work? In Chapter 13 Andreas Westermark
analyses institutions in the wage setting area and how
they influence how we can achieve a balanced salary
structure and higher employment. Chapter 14, by
way of conclusion, addresses the effects of employ-
ment rights legislation on employment, from both
an international and a Swedish perspective. Kerstin
Ahlberg, Niklas Bruun and Jonas Malmberg pro-



vide a broad overview of research and recommend Note

exemptions from LAS for smaller companies. 1. NAIRU = non-accelerating inflation rate of unemploy-
The book spans broad fields. We consider em- ment.

ployment in selected groups, changes in company

and employment organisations and finally the ef-

tects of various institutions and regulations. None-

theless, the common theme of all these papers is a

clear focus on workforce supply and employment.
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PART 1

‘Trends in working life




CHAPTER 2

Developments in working life
from 1990 onwards

Nina Bergman, Maria Zavisic, Anders Wikman and Kerstin Ablberg

Employed, absent and stressed — is this the typical Swede? What is the situation in other countries?

In relation to the size of the population, more people work in Sweden than in many other European
countries, while at the same time not as many hours are worked as in other places. Is this because
many employees work part-time or are on parental leave? And that we are off sick more often and
longer than our European neighbours? Despite the fact that we often have jobs that should be stimu-
lating with plenty of scope to make our own choices and with our own responsibilities.

This chapter discusses various aspects of working life based on a comparative European perspec-

tive. Labour market indicators have been used for these comparisons: sick leave, the working environ-

ment and "quality of life” issues.

"Trends and developments in working life can be re-
ported in many different ways. When the National
Institute for Working Life was commissioned to
produce “Irends and Developments in Working
Life” in Sweden and other comparable countries, a
survey was made of potential target groups for the
book and their needs in terms of facts and informa-
tion. The target groups are users in academia and
others who use working life statistics and indica-
tors for their work in government offices, govern-
ment agencies, labour market party representatives
and interest group organisations. The target groups
expressed a need for this yearbook to condense the
huge volume of facts and research available today.
The paper has been divided into four areas: the la-
bour market (which is described through workforce
participation, degree of employment and support
quota), work-related injuries and sick leave, working
environment and the role work plays in the rest of
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people’s lives. Finally, we take a look at what is in the
pipeline in terms of employment rights legislation
in the EU.

The situation in Sweden is compared with other
countries, both over time between Sweden and the
EU and also for 2004 only. The figures are shown in
accordance with the “descending values” principle,
when a variable is used and in North-South order
when several variables are used.

Method and source description

Several sources have been used as a platform for this
chapter. Statistics concerning the labour market are
primarily sourced from the Eurostat Labour Force
Survey. With the aid of this material, we compare
the situation and developments in Sweden with that
of other EU countries. The Labour Force Survey di-
vides the population that are of working age (15-65



yrs) into three main groups: inactive, unemployed
and employed. The Inactive group consists of peo-
ple outside the workforce that neither have sought
nor are seeking work. This can include, for instance,
students, people taking early retirement or others
who stay at home. The unemployed are people who
do not have a job but are looking for employment.
The employed are those that have a job — but they
do not necessarily have to be working. They can be
temporarily absent from work due to parental leave,
sick leave or perhaps on holiday, but they are still
counted as belonging to the employed group.

The strength of this survey is that it has been car-
ried out in the same way in many countries, and that
it takes into account that people can be categorised
differently over time (periods of employment inter-
spersed with e.g. work or sick leave). In other words,
the statistics are produced during specific measur-
ing weeks that are different for the interviewees, but
which overall, cover the whole year.

There is a specific problem in the section on
work-related injuries and accidents, where the data
are obtained from administrative reporting systems.
When comparing the number of work-related in-
juries reported, there is a recording problem as the
tendency to report a work-related injury depends
on how the social security system operates in each
country. Fatal accidents are recorded more or less
equivalently in all countries; in principle, they are
always reported. Differences in numbers of fatalities
can be partly explained by the fact that certain high
risk jobs, such as mining, are more common in cer-
tain countries than others. But reporting an injury,
whether minor or serious, is influenced by the pos-
sibility of receiving compensation.

The part addressing work environment aspects
comes from European Survey, which describes work-
ing environments in the countries of Europe. The
European Foundation for the Improvement of Liv-
ing and Working Conditions is responsible for these
surveys, and they have been carried out on three oc-
casions: 1991, 1995/1996 and most recently in 2000.
"This is the only survey in which people in all coun-
tries in Europe are asked the same questions. Even
so, comparisons based on this material can be prob-
lematic, because of language reasons for example.

Finally, in the section on the role work plays in
the rest of people’s lives, we have used The European
Quality of Life Survey from 2003. This too, is pro-
duced by the above EU financed institute in Ireland,
the European Foundation for the Improvement of
Living and Working Conditions. The survey pro-
vides a broad picture of the role of work. It includes
data on how many people live in a household where
there are several or no wage earners, the number of
individuals who have more than one job, and con-
ceptions of the quality and security of the job. It also
features information on other matters that are sig-
nificant for the labour market of the future, such as
language abilities, internet usage and participation
in lifelong learning. The survey covers the current
25 member nations of the EU along with prospec-
tive members Hungary, Turkey and Bulgaria. Be-
tween 600 and 1,000 people were interviewed in
each country, depending on the size of the coun-
try. While the size of the interview groups offers
an opportunity to produce a population profile, the
number of people is too small to analyse different
sub groups individually, for instance people with a
different ethnic background or single parents.

Common to all the surveys is that the fundamen-
tal element for gathering information, i.e. for the
communication that took place, was everyday lan-
guage. Many everyday words lack clear demarcation
while social and cultural contexts often influence
the meaning of words. This creates difficulties when
trying to compare and interpret information from
individuals with different backgrounds, different so-
cial groups and nationalities, and even information
from the same individual at different points in time.
Our cultural environment characterises definitions
and concepts, as well as answers in interviews and
questionnaires.

Methodology problems in association with sur-
veys have been investigated in many contexts. Such
problems can partly be addressed through the stra-
tegic choice of question indicators, demarcations
and operationalism. Questions with simple, specific
descriptions of everyday occurrences often prove
easier to interpret unequivocally than e.g. questions
about experiences.
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Comparisons with set targets

In certain cases in the context of this book, condi-
tions in Sweden are related to various targets that
are set within the EU. The common employment
strategy and the Lisbon Process, which seeks to
reform the European economy and adapt it to the
global knowledge society, includes targets for the
economy, environment, employment and social is-
sues. The member states are to cooperate through
the open method of coordination (omc), which
means that the countries compare themselves with
each other in terms of national action plans, they
exchange experiences and by so doing gain an un-
derstanding of what everyone else is doing. A large
number of indicators enable comparisons between
what each country is doing. In the employment area,
for instance, comparisons are made of the degree of
employment for different age groups, unemploy-
ment, average age for retirement and the proportion
of the population engaged in lifelong learning.

The targets for 2010, when the EU aims to be
“the world’s most competitive and dynamic knowl-
edge-based economy”, are that 70 percent of the
workforce within the EU should be employed. For
women, the target is 6o percent and for the 55-65
age group, the target is 50 percent. At the half-way
review stage of the Lisbon Strategy, the Commis-
sion stated that the results so far were far from sat-
isfactory (Barroso & Verheugen 2005). The level
of employment and workforce participation within
the EU is still not high enough, the EU Commis-
sion estimates that over 22 million new jobs are
needed to reach the goal of 70 percent. Unemploy-
ment remains high in certain countries, particularly
amongst young people, older people and women.
Not all Member States actively pursue equality and
there are still major regional differences.

The demographic trends are a particular chal-
lenge — the workforce is ageing and the proportion
of the population that is fit and able to work is slow-
ly shrinking. This can eventually impede the range
of the workforce and security systems. A common
goal for the EU is to raise the effective retirement
age within the EU by five years by 2010 (EU Com-
mission 2003).

Compared with other Member States, Sweden
has met or surpassed most of these points. However
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in its ongoing efforts to meet the Lisbon Strategy
requirements, Sweden is recommended to work to-
wards both reducing long-term sickness absentee-
ism, and to ensure better integration into the labour
market for people with other ethnic backgrounds
(EU Commission 2004, Aslund & Runeson 2001).

The effects of EU-wide efforts in the employment
strategy are not easy to evaluate as Sweden has a long
tradition of pursuing active labour market policies.
As such, a large part of the EU guidelines in this
area already fall within the policy framework long
pursued by Sweden. Sweden’s aims have been and in
many cases are also more extensive than those set out
in the guidelines (Ackum Agell and others 20071).

In parallel with employment strategy efforts,
work is also ongoing on EU legislation to promote
freedom of movement and abolish any remaining
obstacles to the internal market. These efforts are
also addressed at the end of the chapter as they can
indirectly have a major affect on the terms and con-
ditions for working life.

Labour market

Historically, men and women have had different de-
velopment patterns when it comes to participation
in working life. Accordingly, men and women are
accounted for separately in the following section.
The deviating development pattern for young peo-
ple also demands a separate account. We will also
touch on employment, time worked and support
quotas when describing and comparing the situation
for different groups in the labour market.

In this section, Sweden is compared with an av-
erage for the EU. Finland and Austria, who joined
in 1994, are excluded as they do not have sufficient
comparable data for the first years.

Workforce participation amongst women
and men

The number of working women in Sweden has
been high for a long time, which has significantly
increased the total number of people in the labour
market. On the other hand, men have moved in the
opposite direction over the past decade. In figures
2.1-2.7 the population is divided into four groups:
those who work full time, those who work part time,
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Figure 2.1. Workforce participation amongst women in Sweden
(aged 25-64). As a percentage of the population. Source: LFS,
adapted by National Institute for Working Life, 1990-2004.
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Figure 2.2. Workforce participation amongst men in Sweden
(aged 25-64). As a percentage of the population. Source: LFS,
adapted by National Institute for Working Life, 1990-2004.
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Figure 2.3. Workforce participation amongst women in EU
(aged 25-64). As a percentage of the population. Source: LFS,
adapted by National Institute for Working Life, 1990-2004.

those who are unemployed, and people who are en-
tirely outside of the workforce (inactive).

Figure 2.1 shows that during the first half of the
1990s, there was an increase in both the number of
women outside the workforce and the proportion of
women who were unemployed for the first time in a
long while. However the total amount of work done
by women did not change greatly as many women
went from part-time to full time employment dur-
ing the same period.

When it came to men, there was a very clear re-

Figure 2.4. Workforce participation amongst men in EU (aged
25-64). As a percentage of the population. Source: LFS, adapt-
ed by National Institute for Working Life, 1990-2004.

duction in work done during those years, which is
apparent in figure 2.2. This mainly occurred as a re-
sult of many finding themselves outside the work-
force or losing their jobs during the crisis at the be-
ginning of the 199os.

Looking back to 1976, 8 percent of men in the
25-64 age group were outside the workforce. One
percent were unemployed, 3 percent worked part
time — 12 percent altogether. In 2004, 14 percent
were inactive, 4 percent unemployed and 7 percent
worked part time — 25 percent altogether. In other
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Figure 2.5. Workforce participation amongst young people in
Sweden (aged 16—24). As a percentage of the population.
Source: LFS, adapted by National Institute for Working Life,
1990-2004.

words, the number in full time employment has
shrunk over time.

Data from the Eurostat Labour Force Survey
show the number of temporary jobs increased in the
1990s. Around 10 percent of the total number of peo-
ple employed in Sweden in 1990 had temporary jobs
—1in 1999, the equivalent figure was 16 percent. This
proportion remained relatively stable in the follow-
ing years, and currently stands at around 15 percent.
In 2004 around 574,000 people were in some form
of temporary employment. Of this group, the ma-
jority, 328,000, were women. One explanation for
this stabilisation could be that the law on employing
temporary replacements changed. A higher number
of needs-based hiring and project contracts are in-
cluded in the group of temporary employees.

Figures 2.3 and 2.4 provide the equivalent pic-
ture for workforce participation by women and men
respectively for an EU average. The tendencies in
these graphs are smoother than in the Swedish ones.
"This smoothing out is partly due to our calculating
the average for twelve different countries. The deep
economic crisis in Europe during the first half of
the 1990s seems to have had a far more powerful
effect on the labour market in Sweden than in sev-
eral other EU countries, which is a further explana-
tion of why the statistics are not as dramatic in the
EU as in Sweden. The average tendencies point to
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Figure 2.6. Workforce participation amongst young people in
EU (aged 16-24). As a percentage of the population. Source:
LFS, adapted by National Institute for Working Life, 1990-
2004.

increased participation in the workforce in general
and in particular for women.

One interesting observation is the difference in
levels between Sweden and other EU countries. A
significantly larger proportion of the population
works in Sweden, particularly women. Sweden is
well placed in terms of the EU’s common target to
increase the degree of female employment to an av-
erage of 57 percent in 2005 and 70 percent by 2010
(EU Commission 2005%). In Sweden, around 72 per-
cent of women were in employment in 2004. The
figure for men in Sweden was approximately 75 per-
cent (Ds 2003:62).

Participation in the workforce among younger and

older age groups
"The next group, young people in the labour market,
shows a similar but bleaker pattern in Sweden and
the EU. There was a clear rise in unemployment
amongst young people at the start of the 199o0s, as
shown in figure 2.5. More recently, there has been
a particularly marked rise in part-time work among
young people, and the number who find themselves
totally outside the workforce has increased even
more. The rise in temporary employment has also
been particularly large among young people (see
Chapter ).
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Figure 2.7. Workforce participation amongst older people, Swe-
den and EU12 (aged 565-64). As a percentage of the popula-
tion. Source: LFS, adapted by National Institute for Working
Life, 2004.

One explanation is that part of the 16-24 age
group are still in the education system, for example.
It is more difficult to enter the labour market today
than it was for previous generations. A larger group
find themselves in outsidership and more start work
at an increasingly older age (Wadensjé 1999).

Just like young Swedes, young people in the rest
of the EU participate less in the workforce, more
are inactive, more work part time and fewer work
full time. However, these changes are not so pro-
nounced in Europe as they are in Sweden.

Figure 2.7 shows older people in the workforce.
Sweden is unusually well placed compared with the
rest of the EU. Far more older people are employed
in Sweden than the EU average. The situation is es-
pecially favourable if we compare older women. The
EU guideline is for 5o percent employment for the
55-64 age group by 2010. In Sweden 66.8 percent
of women in this age group were employed in 2004
— the EU average is 32 percent. The figure for men
is also higher: 71.1 percent of men are employed,
compared with an EU average of 51.8.

Employment, time worked and support quota

The natural progression from looking into the split
between different groups (employed, unemployed,
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Figure 2.8. Level of employment in population (aged 15-64).
Proportion employed. Source: LFS, adapted by National Insti-
tute for Working Life, 2004.

inactive) in the countries is to address what propor-
tion of the population actually works. The propor-
tion of people employed out of the total population
able to work simply describes how large a part of
the population has some form of employment. It
also includes individuals who are absent from work
and those who work part time. As such, the figure
does not say how much people actually work in the
respective country. The following figures illustrate
the amount of employment in relation to the size
of the population, the number of hours worked that
the population produces and how many people the
workers have to support.

Figure 2.8 shows the level of employment in the
EU, and those of countries that joined later, such as
Sweden, Finland and Austria. Denmark, the Neth-
erlands, Sweden and the UK have a larger propor-
tion employed compared with the other countries,
over 70 percent.

Figure 2.9 provides a more in-depth picture of
how statistics change when accounting for factors
that affect time worked, such as sick leave, part-time
work and parental leave. This figure shows how
many hours a week that are actually worked in the
respective country compared with an estimate of the
maximum time that could be worked if everyone in
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Figure 2.9. Time worked. No of hours per week. Divided into
actual time worked, contracted time and “full time potential”
per person in the population. Source: LFS, adapted by National
Institute for Working Life, 2004.

employment worked full time — referred to here as
the full time potential.

The figure shows three bars for each country.
The first shows the hours that are actually worked,
with sick leave and parental leave excluded. The sec-
ond bar shows the contracted work time, if everyone
worked exactly as contractually agreed. This there-
fore takes into account the fact that certain people
work part time. The third bar estimates the full time
potential, i.e. if every part-time worker went over to
working full time and no one was on sick leave.

If we compare figure 2.8 with figure 2.9, we can
see that Sweden has one of the highest levels of em-
ployment in Europe, but that less time is actually
worked. This is largely because many people work
part time in Sweden and also due to sick leave and
parental leave. There are also many part-time work-
ers in Denmark, UK, Austria and not least, the
Netherlands. We can conclude that many people in
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Figure 2.10. Support quota. No of people. Source: Eurostat,
2004.

employment are absent from work in the north Eu-
ropean countries (including Austria), unlike people
employed in several of the south European coun-
tries. This also shows how difficult it can be to make
reasonable international comparisons when national
regulatory frameworks differ.

Examining the level of employment and hours
worked in different countries is one way of compar-
ing the impact of workforce participation on the so-
cial economy and welfare. Another way to compare
the countries is to look at the support burden for
those working. Figure 2.10 compares three differ-
ent measures. The first two bars compare the de-
mographic support quota, i.e. the number of people
of working age (15-64) divided by the total popula-
tion. One can see here that Sweden and the rest of
the EU are at the same level in principle; on aver-
age those able to work need to be able to support
one and a half people each. But this measure does
not take into account the fact that many people of
working age are yet not among the employed — the
inactive and the unemployed. If you take these away
from those that provide support, a slightly different
picture emerges. The fact is that most individuals
actually support more than 1.5 people (in Sweden
2.1 people, in the EU, 2.3 on average). This is the
economic support quota.

But we must also take into account the fact that
amongst the people in work, a number are absent
due to parental leave or sickness. To factor this in, we
need to employ the modified or actual support burden,
a measure that only includes people that are in work
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Figure 2.11. Work-related fatalities. No of cases per 100, 000
workers. Standardised values. Source: Eurostat, Ad hoc module
1999, year 2000 NACE. Traffic accidents not included. Data for
Luxembourg not available.

(only parental and sick leave have been taken into
consideration here). From this we see that the sup-
port burden is greater, both for Sweden (2.3 people)
and for the EU (2.5) (Rauhut & Malmberg 2003).
Naturally, the support burden goes down if as
many people as possible of working age work. If sick
leave, incapacity benefit, youth unemployment and
the effect of unemployment among people with a
different ethnic background were reduced, the sup-
port burden would also go down. The same applies
if more part-time workers worked full time. Unlike
other European countries, Sweden cannot increase
workforce participation amongst women and older
people enough to improve the support situation.

Work-related injuries and sickness-related
absenteeism

In many cases, working life can bring the risk of ill-
health, accidents and even fatalities.

Figure 2.11 describes the difference between EU
countries in the statistics on fatal accidents accord-
ing to the work-related injuries statistics.1 Ireland,
Greece, Portugal, Spain and Austria seem to have
the biggest problems. In countries where production

Figure 2.12. Work-related injuries reported in EU with over three
days sick leave. No per 100,000 employed (relative frequency).
Source: Eurostat, Ad hoc module 1999, year 2000 NACE.
Traffic accidents not included.

has been automated and service jobs more common,
heavier work with serious injuries have become less
common as a rule. This tendency is partially reflect-
ed in the more general statistics on work-related in-
juries (see note 1).

It is more difficult to compare countries here.
There are major differences in legislation, insurance
conditions and procedures, which is why the report-
ing of fatal accidents has long been considered the
best way to describe differences between countries.
All countries consider it important to monitor and
report work-related fatalities, and not many are
missed. However, there are quality problems even
for fatality statistics as they can easily be affected by
individual incidents.

Sick leave statistics are naturally even less clear as
indicators of work environment risks, but are none-
theless still important in the ongoing debate. Fig-
ure 2.13 shows that Sweden, along with the Neth-
erlands, is the country where sickness absenteeism
varies most during the period. In 1990, Sweden had
the highest proportion of sickness absenteeism of
all, yet in 1997, it was totally in line with the rest of
the EU, only to revert to having the highest values
in the new millennium.
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leave and proportion of people that ended their employment
due to sick leave. Source: LFS, adapted by National Institute for
Working Life, 2002.
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Figure 2.15. People who state that that their sickness is work-

related. Proportion of people on sick leave. Source: LFS,
adapted by National Institute for Working Life, 2004.



Figure 2.14 shows the link between people who
have been on extended sick leave and people who
state that they left their job as a direct result of being
on sick leave. Sweden excels in not forcing someone
to leave their employment on grounds of ill health.
The opposite seems to be the case in Denmark. One
explanation is that in Sweden there is no upper limit
for how long a person can be signed off sick and
have their job kept open. In the rest of the EU there
is a time limit of one year or less, and in Denmark
the limit is six months. The rules can also vary be-
tween public and private sector employers. Figure
2.14 also shows what a powerful effect insurance has
on the statistics.

In the Labour Force Survey, the researchers asked
those on sick leave if their absence was work-related,
which would be a subjective assessment as such. Fig-
ure 2.15 shows that there were no great differences
between countries in the answers. Around one third
of respondents said their absence was for work-re-
lated reasons.

Work environment

For many years, Sweden has pursued a systematic
work environment policy. In the 1950s and 1960s
this mostly concerned technology-related worker
protection (preventative measures against machin-
ery injuries and falls), on chemical risks in the fol-
lowing years and in the 1980s a great deal on load
and stress injuries (Killestal et al, 2004). Over the
past decades, the psychosocial environment has
increasingly been discussed where long-term sick
leave has increased, and in the last few years, the
debate has been dominated by long-term sickness
absenteeism and psychosocial aspects such as stress
and burnout. Psychosocial work environment fac-
tors have attracted a great deal of attention partly
because they are more difficult to prevent than other
health risks such as heavy lifting and smoking. Lo-
comotion organ problems continue to be the domi-
nant diagnosis group and cause most extended sick
leave absences.

There are no all-embracing technical measure-
ments or expert assessments that describe the entire
work environment, either in Sweden or elsewhere.
The picture one can paint of the various circum-
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Figure 2.16. Physical and chemical risks. As a percentage.
Source: European Survey, 2004.

stances must be limited to what can be obtained
from questionnaires, in which a selection of employ-
ees answers questions.

The European Survey, as mentioned previously,
includes questions that can be problematic. It is easy
to suppose that people from different parts of Eu-
rope interpret formulations differently. But the sur-
vey also includes some questions that can more rea-
sonably be used for comparative purposes. We have
chosen to investigate three aspects of the work en-
vironment more closely via a selection of questions
— the physical and chemical, the ergonomic and the
psychosocial.

Physical and chemical indicators
Physical and chemical risks in working life include
exposure to smoke and dust, vibrations or noise, for
example. Noise itself has been addressed within the
EU with a Directive from 2003 on minimum em-
ployee exposure to noise. The Swedish Work Envi-
ronment Authority has adapted the Swedish regu-
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Figure 2.17. Ergonomic risks. As a percentage. Source: Euro-
pean Survey, 2004.

lations to the Directive and these came into force
in July 2005. They include a noise threshold above
which hearing protection is required. Employers
must also perform a professional risk assessment of
the work environment and take into account that
noise in association with certain chemical elements
or vibrations can increase the risk of injury (Aflodal
et al, 2005).

Figure 2.16 describes what proportion of workers
experience problems with smoke and dust, noise and
vibrations. As shown, the countries differ, particu-
larly in the case of noise. However the questionnaire
question on noise addressed mild noise, the kind that
“disturbs normal conversation levels”. This probably
indicates different kinds of socially intrusive noises,
rather than noise that damages hearing.

An increasing problem noted in Sweden is noise
at day-care centres and schools. This noise mainly
affects women, as personnel in these work places
are usually women. The same problem exists at call
centres. But this type of noise, i.e. from other peo-
ple speaking, is not conducive to hearing damage; it
impairs work performance in other ways and causes
fatigue.

Smoke, dust and vibrations are probably more re-
flective of specific industrial environments.
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Figure 2.18. Psychological demands as a risk factor. As a per-
centage. Source: European Survey, 2004.

Ergonomic indicators

The human body is best suited to work in which
movement and exertion varies. We are not adapted
to extended periods involving monotonous loads in
a certain position or monotonously repeated move-
ments.

Figure 2.17 is a summary of two questions. One
concerns working in a painful or tiring position for
at least half the time. The other concerns whether
heavy lifting is part of the job, here too for at least
half the time. The responses show that the coun-
tries are relatively similar. One can possible discern
slightly larger problems in countries where more
people work in farming and industry. But the differ-
ences are not great and the Swedish responses show
mainly poorer values than comparable countries in
northern Europe. The farming sector is particularly
large in Mediterranean countries, which tends to
cause more lifting problems.

The proportion of jobs in different sectors dif-
fers in EU countries. This is evident in the Labour
Force Survey of 2002. In Greece, for instance, al-
most 16 percent of the workforce works in farm-
ing, while the equivalent figure in Portugal is 12.5
percent. Austria and Ireland are on the middle level
with 5.7 and 7 percent respectively, while all other
countries are under 5 percent. The country with the



smallest proportion of people in the farming indus-
try is the UK with just over one percent.

Psychosocial indicators

There are signs in the late 199os of more psycholog-
ical illnesses, with a major increase in long-term sick
leave diagnoses (9o days or longer). There is a clear
increase for both genders, but more pronounced
amongst women than men. This was primarily due
to more long-term sickness absenteeism for depres-
sion, anxiety syndrome, stress reactions and burnout
(Lidwall and others 2004).

The most common method for operationalis-
ing the psychosocial work environment is based on
the demand and control model (Karasek & Theo-
rell 1990). The starting point for this model is that
the combination of psychological demands and
the degree of control over a work situation deter-
mines how psychologically stressful a job is. High
demands and low control create the greatest health
risks, while high demands and high control can cre-
ate positive stress that helps development. However,
too high demands can generate negative pressure on
the individual, even when combined with high con-
trol and as such damage psychological health.

Figure 2.18 shows two aspects of demands on
employees. It shows the number of people who
work to tight timeframes half the time or more, and
the number of people who feel their job includes de-
mands to work fast half the time or more. Sweden
and the Netherlands are highest in these statistics.

Many companies have sought to increase produc-
tivity by restructuring work. This trend has come
from production line work, time studies and piece-
work to the new management strategies of the 198os
and gos such as total quality management, lean pro-
duction, new public management, etc. These vari-
ous strategies have often reduced the control that
individuals have over the tempo at which they
work. The proportion of people who say they can
influence their working time is falling in all sectors
(Work Environment Statistics SOS 2002¢). Other
data from the same statistical base show that an in-
creasing number of people, both men and women,
but especially women, state that “they have diffi-
culty sleeping because thinking about work keeps
them awake”. Sleep-related problems due to work
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Figure 2.19. Lack of control over own work situation as a risk
factor. As a percentage. Source: European Survey, 2004.

are increasing. Sweden has noticeably higher figures
for psychosocial work environment problems than
other EU countries.

Figure 2.19 concerns control over work. The
questions here concerned whether the person could
choose the method in which they worked, and
whether they could choose the order in which they
carry out their tasks half the time or more. The find-
ings show that northern countries rate higher than
other countries. Sweden has both high demands and
high control over work, which can lead to positive
stress. But if the demand limit is passed, this can still
result in a stressful situation and psychosocial prob-
lems. This can partially explain why sickness absen-
teeism is so high in Sweden, which is largely due to
stress-related problems.

The life puzzle

Managing to successfully combine family life with
work is an increasingly important issue. The debate
on life’s puzzle addresses changes in working life,
with for instance, more older people and women in
work, and slimmed down organisations. The view of

29



health in working life has changed too. It is increas-
ingly felt that life outside work affects how people
perform in the workplace. Employers are also fo-
cusing more on quality in the results. Accordingly,
issues such as healthcare, childcare, and parenting
and flexitime have become increasingly important
(Olson 2004). How a country’s social security system,
work regulations, working hours, etc are structured
affects life’s puzzle, as does the degree of equality
between men and women. The EU Lisbon Strat-
egy included defined goals for childcare. By 2010,
go percent of children over the age of three years in
member states are to have access to childcare. For
children under three, the goal is that at least one
third should have access to childcare.

How people handle the work-life balance influ-
ences participation in the workforce, fertility, build-
ing a family and quality of life. Statistics Sweden
has analysed the link between work and fecundity
and found that there is a strong connection between
the labour market situation, uncertain economy and
childbirth. One strategy can be to postpone having
children, another to limit the number of children
— or not to have any children at all, in order to con-
centrate on a career instead. If a person nonetheless
decides to have children, they run the risk of dis-
crimination in various ways, such as missing out on
pay rises, being transferred to another job, getting
time limited employment or being passed over for
promotion. One important factor seems to be that a
person often becomes a parent and seeks to establish
themselves in the labour market at about the same
time, which can lead to one difficulty compounding
another.

In practice, the combination of dedicating a great
deal of time to work and simultaneously having fam-
ily responsibilities can often be a contradictory task,
where different interests clash. Naturally there are
also other factors that mean life’s puzzle is not al-
ways resolved — work temporarily piling up, miss-
ing opportunities for a more flexible working life,
company cultures or not having alternative options
that can bring additional income or loss of income
(Olson 2004).

Several questions address the difficulties people
experience when trying to balance work and family
life. The questions in figure 2.20 are:
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Figure 2.20. Difficulties in combining work and family life.
Source: European Quality of Life Survey 2003.

How often has the following happened to you in the

past year?

* | have been too tired after work to do the house-
work that needed to be done in the home.

e It has been difficult for me to fulfil my family re-
sponsibilities due to the amount of time I spend
at work.

* | have found it difficult to concentrate on work
due to family responsibilities.

Figure 2.20 shows the proportion of people em-
ployed who have difficulty balancing work and fam-
ily life several times a week, country by country.
Problems with concentrating on work due to family
responsibilities is less of an issue in Sweden, Finland
and the Netherlands, and more so in countries like
Spain and Portugal. A large proportion of Span-
ish people, double the EU average, say they have
problems finding enough time with housework, etc
because they are too tired after work. This could be
due to the fact that people in the southern countries
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Figure 2.21. Percentage of people with more than one job.
Source: European Quality of Life Survey 2003.

do less part-time work than in Sweden and other
northern countries. This would mean that people
find it more difficult to deal with their family situ-
ation than if they worked fewer hours outside the
home. There are also major differences in paren-
tal benefits. Figure 2.20 seems to suggest that the
situation at work has a greater impact on family life
than how family life affects concentration at work.
The Quality of Life survey also shows that there are
major gender differences in this aspect of life’s puz-
zle. Women who work full time often find it more
difficult than men to combine family life and work.
Logically enough, the puzzle is most difficult for
single parent families (most usually mothers).

How much time is taken up by parental leave
largely depends on how the national social secu-
rity system is structured. In northern countries, far
more time is taken up by parental leave, because of
the generous benefits they offer. The EU has intro-
duced certain common regulations covering both
leave during pregnancy and parental leave. Accord-
ing to these regulations, pregnant women cannot be
compelled to work at night or perform work that en-
tails being exposed to hazardous elements. Women
are also entitled to at least 14 consecutive weeks of
leave in conjunction with giving birth. As the EU
regulations are a minimum, member states can offer

more generous terms if they wish. They can also de-
termine whether parental leave should apply for a
certain number of days per year only, and if some-
one must be employed for a certain time to qualify
for parental leave. A comparison of parental leave in
different EU countries reveals differences in length
(14 weeks in Ireland for instance, and go weeks in
Sweden shared between both parents), and there are
also different regulations in relation to levels of fi-
nancial support available, such as payment ceilings
or fixed benefits. Some systems allow slightly long-
er leave from work but this is unpaid leave with no
compensation for lost earnings (MISSOC, Mutual
Information System on Social Protection in the Eu-
ropean Union).

Figure 2.21 shows that in the EU, very few peo-
ple who are employed have more than one job.
However, some countries stand out in these statis-
tics, including Nordic countries where more than
one in ten people in work have more than one job.
In France, however, just one percent of people in
work have more than one job. The number of hours
worked in the extra job is 15—17 hours a week on av-
erage in the 25 EU Member States, while in Nordic
countries, where more people have extra jobs, this is
slightly less, ten hours a week or less. There is very
little difference between men and women with extra
jobs in most of the countries. And predominantly
people in professions that call for higher qualifica-
tions and people who work in farming have several
jobs. In EU1g, this applies to people in farming in
particular. Twice as many people in the farming sec-
tor report that they have more than one job than
those in other job categories.

Figure 2.22 shows that in many European house-
holds, no one has a job. The question concerns their
job as their main activity, and aims to provide a pic-
ture of whether their job provided the basic struc-
ture in their lives. In households where no one has
a job, the debate on life’s puzzle is still relevant but
in a different way to people who do work. The sta-
tistical differences are partly due to differences in
social insurance systems and other benefits, such as
student and incapacity benefits. However the dif-
terences also reflect the fact that household make-
ups differ in different parts of Europe. In the more
northern countries for instance, there are more one
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Figure 2.22. People living in households where no one works,
as a percentage of population aged 15-64. Source: European
Quality of Life Survey 2003.

person households. Naturally, labour market condi-
tions are also reflected.

The way work is defined in the study means that
certain temporary jobs and part-time jobs are not
included, which can be a possible explanation why
there is a certain undercounting of jobs — just work-
ing a few hours a week would not be included.

Current concerns related to working
life in the EU

Opver the first ten years of Swedish EU membership,
most labour law legislative actions in Sweden have
sought to incorporate EU laws into Swedish law.
Between 1995 and 2002, the EU adopted more new
labour law Directives than at any other time in its
history. More recently however, EU initiatives on
the labour law front have subsided and those matters
currently on the agenda are primarily about revising
existing EU Directives.

This does not mean that no initiatives are being
taken that are of interest from a labour law perspec-
tive — quite the contrary. In its intensifying efforts to
remove all obstacles to freedom of movement, the
European Commission has put forward a draft of
proposals for regulation of other areas of law, which
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can indirectly be of major significance for condi-
tions in working life.

The most well known example is the proposal for
a Directive on services in the internal market, where
the labour law-related issue is what terms and con-
ditions are to apply for workers posted across bor-
ders and how the Directive will affect the Swedish
system when it comes to relations between parties
in the labour market. The Commission is expected
to put forward a modified proposal for a Directive
in 2006.

Other examples include the Directive on take
over bids of 2004 and the Directive on cross border
mergers that was adopted in 2004 and is to be imple-
mented in the next few years. A proposal for a Di-
rective on the transfer of a company’s registered office is
expected shortly. The labour law issue that the three
Directives concern and which has been a stumbling
block in negotiations is how employee rights to have
a say should be protected.

A similar case is currently being dealt with by the
European Court of Justice, to which it was referred
by a Danish court with a decision expected in late
2005 or early 2006. The case revolves around the
interpretation of the EU Insider Dealing Directive.
The labour law issue is whether an employee repre-
sentative on a company board may consult with his
or her trade union executive before making a deci-
sion that can lead to several thousands of the union’s
members being made redundant.

During 2006 the proposal for a new Regula-
tion on the law applicable to non-contractual obligations,
ROME II, will also be considered. This will govern
which national law should be applied in the event
of a dispute related to more than one member state
between parties that do not have any contractual
obligation to each other. Of interest from a labour
law perspective is that the main rule proposed by
the European Commission means that industrial ac-
tion permitted and taken in Sweden could be judged
according to foreign law, where such action may be
prohibited. The Swedish government has therefore
called for an exemption from the main rule in the
case of industrial action.

A common aim with all these legislative initia-
tives is to promote freedom of movement and abol-
ish remaining obstacles in the internal market. The



same aim lies behind the only genuinely new initia-
tive in the “pure” labour law area. This is a Direc-
tive with the aim of improving the opportunities for
workers to take with them their acquired rights to a
supplementary pension (for instance, such collective
agreement regulated supplementary pensions that
are common in the Swedish labour market) when
they change jobs. This proposal was presented in late
2005 and considerations will begin during 2006.

In other respects, it is also worth noting that a
longstanding effort to regulate working hours, driv-
ing time and rest periods in various types of trans-
port will soon come to fruition. In 2005 a Direc-
tive was adopted on working time in international
rail traffic and a settlement between the European
Parliament and the Council of Ministers on a com-
promise on driving times and rest periods for road
transport drivers seemed to be within reach just be-
fore the end of the year, rules that are to be imple-
mented in the member states in the next few years.

A number of work environment Directives, with
rules of a nature that in Sweden are primarily found
in regulations from the Swedish Work Environment
Authority, are also being considered by the EU leg-
islative machinery in 2006.

There are major disagreements between mem-
ber states concerning the proposal on changes in the
general working time Directive. The same is true for
the proposal for a Directive on temporary agency work.
2006 could be a decisive year for both proposals.

Note

1. Within the farming, hunting and forestry sectors; manu-
facturing; electricity, gas and water supply, construction
activities, trade, repair of motor vehicles, household and
personal items; hotel and restaurant activities; transport,
storage and communication.
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CHAPTER 3

Exclusion from working life
— an in-depth analysis

Anders Wikman

In the 1990s, shortcomings of various kinds seem to have had ever-growing consequences in the
labour market. For instance, sickness absences became longer: and people signed off sick were hard
hit by unemployment.

Despite an improved economy, according to Anders Wikman, the long-term unemployed are not
able to find their way back into normal employment. They appear to have problems year after year,
either by remaining unemployed, part-time unemployed, part-time sick leave, on incapacity benefit or
in some other way. Sick leave, ill health and labour market difficulties seem to increasingly overlap
each other. This has given rise to a decisive methodology issue: as several different kinds of outsider-
ship are associated with opportunities to find work, the labour market is more affected by economic
shortcomings than unemployment statistics would suggest. Incapacity, early retirement, sick leave and
study leave have a lot to do with employment difficulties.

This is also why the labour market situation cannot be addressed with one type of statistics indi-
cator. The indicators are all related to each other in a complex way. It is also important to perform a
more in depth analysis beyond simple cross section comparisons and to monitor individuals over an

extended period," writes Anders Wikman.

This chapter takes a closer look at sickness absen-
teeism and unemployment in Sweden with the aid
of statistics following separate individuals over an
extended period rather than using statistics describ-
ing sequences with cross sections of groups of indi-
viduals — this makes it easier to understand what is
actually going on in the labour market.

One important conclusion is that different mech-
anisms in the labour market increase the exclusion
of people with problems.

When analysts monitor sickness absenteeism or
unemployment, they often start with simple statisti-
cal data and think these are somewhat on a par with
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measurements of simple phenomena such as length
or weight and that they can be dealt with in the same
simple way. But the information is very much more
complex and difficult to process. Often different
circumstances are not independent of each other: a
problematic labour market is not only characterized
by high unemployment. It is not simply the number
of people unemployed that reflects difficult condi-
tions. Poor labour market circumstances can also
have consequences for sick leave, for the number of
people in education, people who take incapacity re-
tirement and so on.



This complexity can be illustrated with area or
region data (or other compilations of e.g. student
groups or sector groups). Certain areas stand out as
having many problems and difficulties such as high
unemployment, high sickness absenteeism and a lot
of people on incapacity benefits, while other areas
enjoy favourable conditions in a variety of different
respects. The different circumstances are depend-
ent upon each other and partly reflect the same un-
derlying context. The individual indicators cannot
be judged wholly in isolation from each other. One
must always proceed with caution, not least in the
case of international comparisons.

For instance, when people look at sickness absen-
teeism or unemployment over time, they generally
use cross section data, i.e. a proportion or number
of individuals of a certain type are compared from
juncture to juncture. Seldom does anyone moni-
tor what happens to separate individuals to see how
their situation changes. There is a major difference
between conclusions that can be drawn from cross
section data, and individual patterns of change. Sev-
eral possible individual changes can lie behind the
same cross section change. If sickness absenteeism
goes up, this can be due to the fact that more peo-
ple are oft sick or on sick leave. It can also be be-
cause people on sick leave are granted long-term
sick leave. The rise in sickness absenteeism may
have encompassed many different categories of peo-
ple, or been the result of some very special interplay
between certain circumstances and certain changed
conditions. It is difficult to draw more detailed con-
clusions from simple cross sections. If, on the other
hand, it is possible to monitor separate individuals
over time, this significantly increases opportunities
to interpret the data.

My intention here is to carry out a deeper analy-
sis of some changes by utilising individual flow data
and other individual information to enable a clear-
er picture of what has actually happened. In other
words, I am aiming for a deeper analysis of some im-
portant cross section trends that have been analysed
in recent years. I will focus on changes in sickness
absenteeism, and a few other changes in the labour
market and sickness statistics.

Table 3.1. The number of days sick leave for which
benefit was paid 1996-2004 plus the number of

ongoing cases on 31 December that have lasted
longer than 12 months.

No of days | No of cases extending

more than 12 months

1993 63 895 000 53 200
1994 60 051 000 46 600
1995 56 805 000 45 600
1996 51 294 000 44100
1997 48 259 000 44800
1998 58 182 000 55 200
1999 72 184 000 72 600
2000 88 239 000 91 800
2001 102 350 000 112 000
2002 110 726 000 125 300
2003 108 419 000 129 700
2004 95 763 000 107 400

Source: RFV/Social Insurance Office.

Patterns of sick leave

Table 3.1 features some basic statistical data from
Swedish Social Insurance Office statistics. These
show, for instance, how the number of paid sick days
was falling up to 1997, but then increased. After 2002,
the figure has fallen again. At least three years in this
sequence of time are problematic as the conditions
for social insurance changed. For most of these years,
the two-week employer period rule applied, that is
to say, the employer paid for the first two weeks of
sick leave (and no reporting was made). In 1997, the
employer-paid period was four weeks. In 2003 and
onwards, this period became three weeks. The fig-
ures for 1997, 2003 and 2004 in this sequence should
therefore be treated with caution.” To get a picture
of the increase over recent years, the trend between
1996 and 2002 should be the most uncomplicated.
From 1996 to 2002, the number of sick days paid for
by the Social Insurance Office doubled from around
51 million to some 110 million.

The table also shows the number of cases where
sick leave lasted longer than one year. These long
sickness absences tripled between 1996 and 2002,
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Table 3.2. No of individuals on sickness benefits, no of days per individual and benefit days, given the same

length as in 1996.

No of individuals on | No of days per No of days given the Given the same length | Actual no of days
sickness benefits individual same length as in as in 1996 and taking
1996 values (i.e. 81.8) | into account cases
spanning over one year

1996 627 432 81,8 51294 000 51294 000 51 294 000
1997 497 118 97,1 40640533 40583 306 48 259 000
1998 596 791 975 48 789 028 47 881 578 58 182 000
1999 700 652 1083,0 57 279 902 54 949 962 72 184 000
2000 780 670 113,0 63 821 557 59 921 973 88 239 000
2001 840588 121,8 68 719 990 63 169010 102 350 000
2002 862 319 128,4 70 496 549 63 858 264 110 726 000
20083 795 543 136,3 65 037 458 58 039 463 108 419 000
2004 709 859 134,9 58 032 596 52 857 676 95 763 000

from 44,100 to 125,300. The biggest increase was
clearly in the long-term illness category.

It is not clear how these statistics should be inter-
preted, however. The increase suggested by the se-
quence of figures can be due to the number of people
on sick leave having increased, but it can also be due
to people on sick leave being absent for a longer pe-
riod. Extended sick leave can result in more days of
sick leave as can more cases that are longer than one
year. Whether or not one or other of these circum-
stances was dominant will determine which conclu-
sions can be drawn. Which is why it is important to
dig deeper when performing the analysis.

Data on the number of people affected are also
required to gain a clearer picture. The Social In-
surance Office does not normally report such data.
However we have been able to obtain them.? They
are based on records of the number of people who
have received payments in the respective year (see
column 2 in Table 3.2). According to the table, from
1996 to 2002 there was a 37 percent increase in the
number of people receiving sickness benefits, from
627,432 to 862,319, or 234,887 more people.3

However part of this increase is chimerical as
more people spanned over one year. Some people
were included in several years. A false impression is
created. From 3.1, it can be seen thatin 1996, 44,100
people were on sick leave for more than one year.
Over 40,000 of those included at this time point
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was also included the following year. The number
of people appearing twice increased retrospective-
ly and came out as 125,300 in 2002. Which means
the figures appear to indicate that more new people
joined the list than was actually the case. We can
estimate this rise as 81,200 (125,300 minus 44,100 =
81,200). Correcting for this gives us a rise of 153,687
(234,887 minus 81,200 = 153,687), i.e. an increase of
2§ percent —not 37.4

Based on these data, we can now estimate how
much of this increase in sickness absenteeism de-
pends on a rise in the number of individuals and how
much depends on sick leave periods becoming long-
er. We start from the average period of sick leave in
1996 and use this as the base for hypothetical calcu-
lations of sick leave for the following years. We then
assume that sick leave periods have been the same as
in 1996. The results of these calculations appear in
column four in Table 3.2. Which means they show
that if the sick leave time had been the same as in
1996, sick leave in the following years would only
have increased by around 19 million days, which is
32 percent of the actual increase (approx 59 million
days). Clearly, this calculation shows that the in-
crease in sick leave payments has been mostly due to
the fact that sick leave time has increased.

Even so, consideration has still not been given to
the fact that the number of people spanning the year
cut offs has increased. As the increase in the number



Table 3.3. Average no of days sick leave for work-related accidents and injuries according to ISA statistics.

Work-related accidents. Average Work-related illnesses. Average No of individuals signed off sick for over three

no of days sick leave per case no of days sick leave per case | months among those with work-related problems

1993 45 73 7.68
1994 45 90 6.51
1995 52 114 5.77
1996 53 120 8.98
1997 56 156 8.19
1998 51 180 7.64
1999 65 184 9.07
2000 61 241 9.81
2001 63 221 12.84

of people who appear twice is related to the length of
sick leave, this should be taken away. We have calcu-
lated this by assuming that the number of individu-
als being added between 1996 and 2002 was 153,687
rather than 234,887 (column 5 in Table 3.2).

The number of days is now estimated to rise by
around 13 million, which means that only 21 per-
cent of the total increase in sick leave is due to an
increase in the number of people on sick leave. Even
s0, we have not accounted for the fact that sick leave
lasting longer than two years has also increased. If
we attempt to take this increase into consideration
(which corresponds to at least 40,000 people, see
note 4) only 16 percent of the rise in sick leave can
be said to be due to an increase in the number of
individuals.5 The biggest share of the increase, i.e.
84 percent, can well be due to people on sick leave
being certified sick for longer periods.®

These results point to the processes that may have
caused the increase in sick leave. Clearly it is not the
number of new cases, an increased tendency to sign
people off sick, that are the main explanation for the
phenomenon. More than anything, it seems to be
the greater difficulty in returning from sick leave.

Arguments about the mechanisms behind sick-
ness absenteeism are often relatively one sided — one
explanation is prone to be favoured at the cost of
others. Certain interpretations are made that seem
to be very convenient but some other important
factor is then forgotten. People may think they see
the consequences of changes in attitude and chang-

es in work ethic. People may see the consequences
of poor financial incentives or maybe a lack of flex-
ibility. They may perhaps highlight a change in the
work environment and increased exclusion or an in-
crease in the incidence of psychological symptoms.
However the whole picture is probably so complex
that such simple causal explanations miss the target.
"The issue must be considered in all of its complexity.
However reasonable different explanations appear,
it also depends on how well they fit the fact that itis
the length of sick leave that has increased.

Closest to hand are explanations that address how
people on sick leave are dealt with. It may be the
number of cases piling up at the Social Insurance Of-
fice because staff do not have time to handle them.?
The Social Insurance Offices made major cutbacks
in personnel during this period. It may be due to
changes in how rules were applied, for instance that
work places are less inclined to retain people with
health problems. It may be due to changes in pro-
duction conditions at workplaces that have actually
made it more difficult to keep people on the pay-
roll. Possible lines of retreat in the form of simpler
jobs may have been outsourced to other companies.
It may be a question of changing requirements that
make it difficult for people with some form of dis-
ability to keep their jobs. And it may be a shortage
of job opportunities that has resulted in increased
competition amongst those remaining — and so on.

That it is mostly the length of sick leave that has
changed is not apparent only in these special anal-
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Figure 3.1. Sickness benefits paid 1990/1991 (annual benefits) and long-term unemployment (six months or more) 1995.

yses of statistics from the Social Insurance Office.
Other statistics indicate similar patterns. This is
shown clearly by Table 3.3, where an account has
been produced of sick leave periods for work-re-
lated injuries according to the work-related injury
statistics (ISA) and for people with difficulties in sta-
tistics on work-related difficulties (Table 3.3). Also
those cases that are encompassed by these statistics
sources reveal that sick leave periods have drastically
lengthened.

By way of summary, the statistics show that it is
primarily the length of the sick leave period that has
risen. This can be described accordingly: Outsider-
ship is more pronounced for people who are already partly
outsiders.

Flows in unemployment and outsidership

Increased exclusion and lack of mobility in the labour
market seem important and worth further analysis.
One can, for instance, ask whether there is a more
general change that encompasses more phenomena
than those concerning sickness absenteeism.

We will take a closer look at several flows in and
out of working life here. We will do this with the
data we have collated from SCB work environment
surveys (AMI). Altogether, the data covers around
100,000 randomly selected individuals from the em-
ployed population that answered questions on their
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work environment and labour market situation be-
tween 1989 and 2003. Each individual person only
answered the questionnaire on one occasion dur-
ing this period. We have however supplemented
the questionnaire data with administrative records,
enabling us to monitor how an individual’s circum-
stances have changed over time.

The analysis was a two-stage process. We focused
firstly on the flow out of working life. We looked
at the connections between sick leave or ill health
and future unemployment, similarly between gen-
der, age, education, socio-economic group, etc and
future unemployment. We then focused on re-entry
into working life in the case of people who are al-
ready “outsiders”. We asked ourselves if people had
been able to return successtfully to working life after
a certain time, and if so, which of them had done so.

Central to the first analysis was data on sick leave
early in the period, in other words, sick leave before
the economic crisis that began in 1992/1993. Using
this information, we try to distinguish the individu-
als who already had health problems.

Prior to 1993, we only have data on payments
that had been made, which means that we only have
rough indicators of the scale of sick leave. Even so,
we should be able to assume that individuals who
received larger sums (in sickness benefits) would on
average have been absent for a longer period than
those who received smaller benefit amounts. Please



note that prior to 1992, there was no employer paid
period. As such, the data for this time includes both
short and long term sick leave.?

We linked together sick leave with future unem-
ployment as it is reflected in the form of unemploy-
ment registrations and also in labour market train-
ing courses and other labour market policy meas-
ures. This information describes the number of days
in respective situations. The days were totalled.

We found a very clear connection between sick
leave and subsequent unemployment. This connec-
tion was strongest when sick leave from 1990/1991
was compared with unemploymentin 1995. The full
effect of the recession seems to have been felt in that
year. The connection was increasingly pronounced
up until that year. After which, it subsided again.

Figure 3.1 includes a detailed breakdown of ben-
efits paid for sick leave in 1990/1991 and long term
unemployment (six months or longer) in 1995.9 For
each absentee group, the percentage that ended up
in long-term unemployment is reported.

"To refine the analysis, we have only included peo-
ple who were neither registered as unemployed nor
had undergone some form of labour market policy
measure in 1990 or 1991 respectively.’® To ensure
that a possible pension did not distort the picture,
everyone with some form of pension in 1995 was
removed.™!

The pattern is fairly clear: the more sick leave
before the crisis, the greater the risk of subsequent
unemployment. Even small differences in sick leave
increased the risk.

Swedish employment rights legislation aims to
create uniformity in employment conditions and
some form of just division concerning employment
protection. For example, the Employment Protec-
tion Act (LAS) regulates how people are laid off. In
the case of redundancies, employers must adhere to
last in first out and not, in principle, take health into
consideration. Employees will also have preferential
rights to re-employment at their previous place of
employment. Our data reveals that these regulations
were not particularly effective in practice. It would
appear that people with health problems are dis-
criminated against even though they are older and
have had longer terms of employment than other
people on average.

In a study of the Greater Stockholm population,
Hemmingsson was able to show similar tendencies
some years ago. He was also able to show that even
a slightly above average risk of sick leave before the
crisis of 1990/1991 was associated with an increased
risk of unemployment at a later date, i.e. 1992/1993.
The longer the sick leave in 1990/1991, the higher
the risk of subsequent unemployment (Hemmings-
son 2004).

It is possible that these circumstances can be ex-
plained by some underlying connection at least in
part. Itis for example possible to imagine that health
problems in certain professions have been particu-
larly substantial and that people in these professions
have had problems finding work. One could imag-
ine that health problems are great in some industrial
jobs, and that people with these professions have
had major difficulties finding work. In this case, the
profession would affect both sick leave and unem-
ployment.

But we can analyse the situation in greater depth.
As previously mentioned, the individuals we have
monitored have taken part in SCB labour market
surveys and answered a series of different questions
about themselves and their jobs. Which means that
we can gather background information from there
and analyse this together with sick leave and unem-
ployment.

There are differences in unemployment when it
comes to blue-collar and white-collar workers and
between white-collar workers on different levels.
The risk of unemployment is greater for blue-collar
workers and lower level white-collar workers. The
risk is slightly higher for younger people than older
people, for men than women and higher in the pri-
vate sector than the public sector. People who have
worked longer in the same job also run a lower risk
of losing their job. The latter is in line with the con-
ditions that ought to prevail according to LAS, al-
though LAS does not seem to be the only deciding
factor as to who should go in the event of cut backs.
Plenty of other factors seem to play a part, not least
physical and psychological problems.

Many circumstances are intertwined however.
Analysing these connections more closely requires
some form of multivariate analysis in which the con-
nections between several variables are addressed at
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Table 3.5. Long term unemployed 1995 as
a percentage of people in work and various

individual characteristics 1989/1991, after taking
into account common covaration with the help of
an MCA.

Unemployed
for six months
or longer 1995

Sex Men 7.8
Women 6.5
Age group 16-24 9.0
25-34 5.7
35-44 6.5
45-54 7.7
55-64 9.8
Socioeconomic Entrepreneurs 5.1
code
Unskilled worker 8.8
Skilled worker 8.9
Lower level white collar 7.9
Middle level white collar 4.8
Higher level white collar 4.7
Sector Public 5.7
Private 8.1
Education =1/2yr 8.3
needed
1-2yrs 7.3
3 yr- 5.7
Time with current | O 11.0
employer
1yr 9.1
2-5yr 7.8
6-10yr 6.1
11 yr or more 4.6
Sick leave 0 5.6
1990/1991
SEK 1-2 500 6.2
SEK 2 500-5 000 6.6
SEK 5 000-10 000 9.9
SEK 10 000-20 000 13.0
SEK 20 000-40 000 11.0
SEK 40 000-60 000 18.0
SEK 60 000 27.0
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the same time. We have performed several such mul-
tivariate calculations with a Multiple Classification
Analysis or MCA, that can be described as a form of
variance analysis or regression analysis with dummy
variables. MCA has the benefit of providing easily
apprehensible percentage estimates, as the complex
covariations involved are taken into account.

The analysis shows that the predicted values for
different categories of sickness absence remain rela-
tively undisturbed when we account for age, gen-
der, education, socio-economic group, sector and
length of employment. In other words, these vari-
ables cannot explain the differences that result from
differences in sick leave. In other words, the analysis
pointing to the connection between sick leave and
future unemployment should not be seen as pure ar-
tefact (see Table 3.5).

In another multivariate analysis, we started from
different problem indicators and attempted to see
if these could explain future unemployment in the
same way as sick leave. The problem indicators
taken together also proved to give a predicted value
that very closely resembled that given by sick leave.
When we included sick leave and problem indicators
in the same analysis, we saw many overlaps, which is
the same as saying that people with many problems
are also those with high sickness absence. The dif-
ferent variables were clearly related to each other.
They covered at least some of the same underlying
reality, a reality that is related to ill health forming
the grounds for future unemployment.

By way of summary therefore, we should be able
to say that individuals who have become partial outsiders
as a result of sick leave, bave with time become even more
excluded because of unemployment.

The flow out of work and outsidership

We have already emphasised that the increase in sick-
ness absenteeism in the late 19gos and early 2000s
was mostly related to an increase in time off work.
There was no particular increase in the number who
were off sick. It was primarily a case of people being
absent for longer periods. Outsidership simply be-
came more pronounced.

In the same way, we can see that when unemploy-
ment rose at the start and mid 199os, it was prima-



Table 3.6. Scale of unemployment in 2002 for individuals with various degrees of unemployment in 1996.

Percentages are summed by row to one hundred.

Days unemployed 2002

0| 1-30|31-90| 91-180 | 181-270 | 270-364 Allyear | Outside N
Days unemployed 1996
0 91.2 0.3 0.9 1.0 0.7 0.4 0.5 5.2 33 151
1-30 79.5 0.5 2.1 4.4 2.6 0.0 1.6 9.3 279
31-90 78.7 1.4 4.0 4.5 1.6 1.2 1.0 7.7 619
91-180 71.6 2.7 4.8 4.4 3.4 2.2 0.6 10.3 940
181-270 67.7 1.4 5.0 6.7 3.1 1.9 2.2 12.0 773
270-364 60.8 1.7 4.6 5.3 5.7 2.4 2.3 17.3 529
All year 53.4 1.6 5.0 7.9 5.9 3.9 8.2 141 653
Outside 59.2 0.6 1.4 1.9 1.7 1.2 0.6 33.6 3468

rily long-term unemployment that rose. In 1997,
the picture was totally dominated by long-term un-
employed, i.e. people that had been unemployed for
one year or more. Here too, outsidership seems to
have become more pronounced. However, the situa-
tion subsequently improved for unemployment. On
the other hand, this improvement came at the same
time as other outsidership increased. While unem-
ployment fell, long-term unemployment rose.

However cross section details like these do not
provide any further clues as to how different chang-
es are interlinked. Determining this requires a more
detailed analysis where individuals can be monitored
from year to year, and where it is possible to see the
extent that these formerly unemployed people re-
turn to normal employment, whether they take sick
leave, are granted an incapacity benefit or some-
thing else. We have been able to make a number of
flow descriptions in our material. We have followed
people who were unemployed in the mid 1990s by
using the following data:

* registered as unemployed according to the Job
Centre (AMV)1?

® participation in a labour market course

* sick leave

® incapacity pension (now called incapacity ben-
efit)

® retirement pension

* total income from employment or self-employ-
ment.

The registered data except for employment income
are reported in days or months when the individu-
als received benefits. Individuals that are registered
as unemployed at Job Centres and who have taken
some form of labour market course are classed here
as unemployed. Participations in labour market ac-
tion programmes are not included."3

Details on employment income were used to
identify individuals who did not belong to the la-
bour market at all. However, drawing the line here
easily becomes a random exercise. Should the line
be set at zero kronor or a so called “basic amount”
(36,000) or some other figure? We decided to set
it at 50,000 and assumed that such individuals had
not at the same time been on long-term sick leave,
incapacity benefit or unemployed for more than a
smaller part of the year. 50,000 or less over at least
half the year is a very limited amount to live on. In-
dividuals with this level of income cannot reason-
ably be said to have any earned major income.

We took 1996 as the base year and then moni-
tored individuals forward in time.™+ We saw that
some of the unemployed were able to find their
way back into working life — but that this was not
very common. Table 3.6 describes how the situation
looked six years later. There is a clear connection in
unemployment between these years: the higher the
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Tabell 3.7. Scale of sick leave and incapacity benefit (early retirement) in 2002 for those individuals with

various degrees of unemployment in 1996. Percentages are summed by row to one hundred.

Days on sick leave plus incapacity benefit 2002

0 1-30 | 31-90| 91-180 | 181-270 | 270-364 364- | Outside N
Days unemployed 1996
0 75.6 6.5 3.9 3.3 1.9 35 0.2 5.2 33 151
1-30 70.9 9.3 1.2 2.5 1.7 5.0 0.0 9.3 279
31-90 69.0 9.2 4.2 3.8 2.5 3.7 0.0 7.7 619
91-180 67.8 7.3 4.1 4.3 2.3 3.6 0.3 10.3 940
181-270 65.2 9.9 2.8 3.7 2.6 3.7 0.2 12.0 773
270-364 55.6 8.9 5.2 3.9 2.5 6.5 0.2 17.3 529
All year 59.4 8.1 41 3.2 3.3 7.2 0.5 141 653
Outside 50.3 5.3 2.9 2.8 1.9 3.2 0.1 33.6 3468

element of “unemployment” in 1996, the greater
the element six years later. One sees that many of
those who were unemployed earlier were still un-
employed. Many of them were also totally outside
the labour market and outside the various support
systems, they fell into the “otherwise occupied”
group. Half of those that fell in the extreme cate-
gory in 1996 — those that had been unemployed for
the whole of 1996 — still had some element of unem-
ployment in 2002 or belonged to the “otherwise oc-
cupied” group. The rest of this group, those who re-
mained on the same line, make up a mixed category
with individuals who had partially found their way
back to normal employment, but where there were
probably also many on long-term sick leave or inca-
pacity benefit for the whole or part of the year.'s

Table 3.7 describes the connection between un-
employment in 1996 and incapacity benefit/long-
term sick leave six years later. It is clear from Table
3.7 that unemployment in 1996 also predicates a
great deal of this later outsidership.

If we combine the findings of Tables 3.6 and 3.7
we get a total picture of how many people actually
found their way back to normal work. This combined
table is slightly difficult to put together as some cat-
egories can overlap. Some of the sick leave absentees
can be registered as unemployed at the same time,
i.e. they have not been removed from the unem-
ployment register. It is difficult to take such duplica-
tion into full account although we have tried to do
so by observing both registered unemployment and
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unemployment benefits actually paid. Such details
in our statistics can only be dealt with absolutely ac-
curately if they are carried out on a yearly basis. We
have only been able to correct the large errors. On
the other hand, only large errors would distort the
findings to any great extent.

This combined table (not shown here) reveals
that just 33 percent of the long-term unemployed in
1996 were in normal employment six years later. A
further 14 percent in this same group had some form
of unemployment, sick leave and incapacity benefit
for periods of up to three months. All told: a very
high proportion of the previously long-term unem-
ployed were not normally employed six years later.
Outsidership is still very apparent. Losing a foot-
hold in the labour market and becoming long-term
unemployed often seems to lead to more longstand-
ing problems, perhaps permanent outsidership.

Summary

Many people with problems of various kinds found
it more difficult to find a place in working life in
the 199os. Various shortcomings seem to result in
increasingly serious consequences. We note this
when we focus on people on sick leave and see that
they have been absent for extended periods. We no-
tice this when we look at those with work-related
injuries and work-related problems and note that
they were absent for extended periods. We notice
this when we monitor those on sick leave and see




that they later suffer unemployment on a profound
scale. We notice this when we monitor individuals
that have been long-term unemployed and find that
many of them do not find their way back to normal
employment again, despite the economy improving.
An extended absence from the labour market seems
to exacerbate the situation for many people with
problems. They seem to suffer problems year after
year, either in continued unemployment, partial un-
employment, partial sick leave, incapacity benefit or
some other way.

Sick leave, ill health and labour market difficul-
ties seem to increasingly overlap. These connections
may have existed earlier but they seem to have be-
come more pronounced during the 199os.

Our findings can be summarised as follows:

* Working life seems to accommodate fewer indi-
viduals.

® The shortcomings of certain individuals appear
decisive and create clear difficulties in the labour
market. When unemployment goes up, not eve-
ryone is affected in the same way. The risks are
clearly greater for some than others. We have
mostly focused on the consequences of ill health,
but our findings should lead to the conclusion
that more generally, there is a clear connection
between individual shortcomings and difficulties
finding employment.

* A lack of job openings is not the same as the un-
employment that is apparent from the unemploy-
ment statistics. Sickness absentees have found it
more difficult to find their way back to normal
employment. Their absences continue for ex-
tended periods. People that have been signed
off sick and not had a proper job for an extended
period can have gone onto incapacity benefit or
early retirement. As several types of outsidership
are connected with opportunities to find work,
they indicate an unemployment that is greater
than the unemployment statistics would seem to
indicate. Incapacity benefit, sick leave, studying
and so on seem to have a great deal to do with
employment difficulties.

® 'The labour market problems (for example unem-
ployment, absenteeism, early retirement and so
on) cannot be addressed with a single type of sta-

tistics indicator. The indicators are all related to
each other in a complex way. This is particularly
important to observe when seeking to compare
situations between countries where the admin-
istrative systems are very different. Individuals
with health problems in one country may appear
as signed off sick, while in another country they
may be classed as on incapacity benefit or in some
other group outside the labour market. Women
with small children may work part time in one
country while in another country, they may be
without work of any kind, or on parental leave.

The increases in sick leave, unemployment and out-
sidership more generally, that we have seen bouts
of in recent years, have been interpreted very dif-
ferently. Some people consider what has happened
as mostly due to changing conditions in the labour
market. They have focused on the economic difficul-
ties that have hit the country and the consequences
they have brought for both private and public sec-
tor enterprises. The number of available job oppor-
tunities has fallen, and competition for those that
remain has increased. These changed circumstances
can have affected who has been able to obtain work.
There is a great deal to be said for such a perspec-
tive.

In contrast, other people have mostly felt that in-
dividuals have changed their attitude. Not least the
increasing level of sick leave has been the subject of
huge controversy. Many have claimed that sickness
absenteeism has increased due to a change in norms
and attitudes, as they have had difficulty combin-
ing the dramatic trends with some corresponding
perceived dramatic change in ill health.® Instead,
they feel it has become more socially acceptable to
be signed off sick. They may think the same about
unemployment.

A number of measures have also been proposed
to tackle this high absenteeism. The argumentation
put forward by the OECD and many others (Layard
and others 2005) has attracted a great deal of atten-
tion. Their reasoning has gained a very sympathetic
response, not least among economists. They have
wanted to limit the time people can receive support.
They have wanted a review of social security legis-
lation. They have also felt that weaker unions and
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reduced levels of benefit would have a positive ef-
fect, etc.

The thinking behind this perspective is that the
labour market works like any other market with
buyers, sellers and prices. People mainly work for
the salary the job offers and the employer is pre-
pared to pay, they argue. If there are other ways to
support oneself, the motivation to work diminishes.
High unemployment and absenteeism is described,
from this viewpoint, as largely a consequence of a
poorly functioning labour market. As mentioned,
this is often the starting point for economists and a
perspective that has gained a great deal of support

However a shortage of employment can also be
about a shortage of job opportunities on offer, and
of suitable jobs. In the event of radical restructuring,
with increased international competition and jobs
going overseas, a shortage of work can easily arise.
Parallels can be drawn with the early, very substan-
tial regional relocations. Structural changes then
contributed to the difficulty in maintaining employ-
ment in many places around Sweden. A lack of job
opportunities did arise. It becomes difficult to find
work. Competition for the job opportunities that
did exist become greater. People with shortcomings
of various kinds encountered greater problems.

Another possible explanation is that work has
changed to the extent that certain people have had
difficulty in coping with the work offered them. In-
creased efficiencies and slimmed down workforces
can have created a different work tempo and tough-
er demands. That efficiency drives have had a spe-
cial effect appears reasonable in view of the rather
dramatic productivity increases seen in the econom-
ic statistics. Whether or not the lack of participa-
tion in work is high or low should not therefore only
be seen as a function of current health problems or
other individual shortcomings, but also as a conse-
quence of the demands posed by the work. There
can be a lack of adaptation between requirements
and prerequisites, which creates difficulties for peo-
ple with problems. Sickness absenteeism can have
increased even if health has remained unchanged.

The perspective you start from and assumptions
you make determine your interpretation. Yet not all
conclusions are equally reasonable. It is important
to have all of the facts, and carry out a deeper anal-

44

ysis beyond simple cross-section comparisons. Ac-
cording to the data we have presented here, an im-
portant trend seems to be the increased elimination
of people with problems.

Notes

1. The 1998 values can also have been somewhat affected by
the 1997 social insurance conditions due to backlogs over
the years.

2. From the Swedish Social Insurance Office via Ola Ry-
lander.

3. Payments have been made with a certain delay, which
means that in some cases sickness benefits can have been
paid several months into the following year. These cir-
cumstances may be significant in some cases.

4. Tt should also be possible to adjust for the increase due
to a rise in the number of sick leave periods of more
than two years. The group of people signed off sick for
more than two years has increased from around 18,000 in
March 1998 to around 58,000 in March 2003. The fact
that this has not been accounted for could mean that the
number of new people may be fewer than reported (REV
Statistical Information Is-I 2003:3).

5. We then deduct a further 40,000 individuals from the
previously estimated 153,687.

6. Here we ignore the fact that an increase in the number of
individuals (though small) would have an amplifying ef-
fect on the simultaneous increase in length of sick leave.
How we should consider this extra combination effect
(ie. if it was entered in the length account or the indi-
vidual account) can be considered relatively arbitrary.

7. Note that in the 1990s, Swedish Social Insurance Offices
introduced major cutbacks in personnel. The number of
employees was reduced by 15 percent between 1993 and
the end of the 199os, only to then go up slightly, accord-
ing to SCB branch statistics. This must have had an effect
on the ability to deal with various matters promptly. The
increased workload is witnessed from many directions.

8. Further forward, sick leave statistics are available in terms
of days, but only for extended periods of absence, i.e. the
time for which social insurance benefits are paid, e. g. the
employer paid period deducted.

9. 1990 for 1989 interview, 1991 for 1991 interview.

10. 1990 for 1989 interview, 1991 for rggrinterview.

11. Sickness benefits included.
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13.

14.

15.

16.

. Here we have removed anyone not receiving any form

of unemployment benefit. There is a certain backlog in
removing people from the register.

This is because action programmes can be considered a
very special category of phenomena. People in this cat-
egory are usually taking part in some kind of support
programme, where their employer receives support. The
individual has some form of work even though it might
be very limited. According to the AMS monthly statistics,
the biggest sub category is made up of salary subsidies,
that is to say benefits that the employer receives if they
employ people with work-related disabilities. By defini-
tion, work-related disability here means “job seekers who
due to physical, psychological, mental handicap or socio-
medical disability have a reduced capacity to work and
who therefore have, or can be expected to have difficul-
ties finding employment or retaining employment on the
regular labour market”. We must emphasis that this same
group of people, seem to have been in receipt of this kind
of support for a long time. 55 percent of such individu-
als who received such support through the whole of 1996
also received it six years later.

In these and all the rest of the calculations in this section
we have removed everyone who has taken age-related
retirement. The majority of age-related pensioners are
over 64 years of age, although certain age-related pen-
sions start before this age.

Some individuals included in the employed group have
also been the subject of labour market policy measures.
The latter type of argumentation has been put forward by
the likes of Lindbeck and others, who have also tried to
find indicators of various “sick leave cultures” (Lindbeck
and others 2004).
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PART 2

Working life, growth and welfare

— current challenges




Population changes

and potential workforce supply




CHAPTER 4

Demography and welfare in
the future

Ola Nygren

How should Sweden fund healthcare and geriatric care of an ageing population without increasing

taxes? In the next twenty years, Sweden is facing precisely the same dilemma as most other western

countries: growth in the number of older people at a time when numbers in other age groups in the

population remain largely constant. The answer to this question, and the starting point for Ola Nygren,

is that Swedes on average will have to work more than they do today. Ola Nygren looks at various

solutions and how, for instance, sick leave, time spent in education and incapacity benefits affect the

total time Swedes work. He also claims that there is an unexploited workforce potential in regions

where demand for labour is low, and calls for greater geographic mobility.

The national perspective

Like most OECD countries, Sweden is facing a sig-
nificant change in the age structure of its population
within the next twenty years or so. This change con-
sists of a successively growing proportion of elderly
people combined with largely unchanged numbers
in other age groups.

Over recent decades, the span of traditional work-
ing lives has successively shrunk due to an earlier exit
from the workforce and later entrance due to longer
time spent in the education system. For these and
similar reasons, the pension system was reformed a
few years ago. Against this same background, politi-
cians and economists are now concerned about the
challenging issue of how the welfare system is to be
funded in the future.

The fact that there has been a substantial increase
in the number of people retiring early for health
and disability reasons over the past few years is also
cause for concern, at least in the immediate term.
In mid 2006 approximately §50,000 people were in

early retirement (or as it is now termed, in receipt of
sickness and incapacity benefit), which corresponds
to ten percent of the population of normal working
age.

At the same time it is important to stress that the
labour force participation rates of the population of
working age in Sweden are very high by internation-
al standards. This is particularly true in the case of
women and people in higher age groups. However
it also means that there is less potential to increase
the volume of work in Sweden than in most other
European countries.

Investigations indicate that, without changes to
the funding model for transfer systems and/or pub-
lic sector organisations, local taxes will need to be
raised by in the region of ten percentage points in
20-30 years time (Swedish Association of Local Au-
thorities and Regions 2002). The alternative solu-
tions discussed primarily concern the possibility of
switching the heavy transfers onto parties in the la-
bour market. Private contributions that part fund
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Figure 4.1. Population trends in different age groups 1970-2050, index 2004 = 100.

systems have also been mentioned. When it comes
to activities mainly funded by local authorities, the
idea of increased social security contributions has
been proposed.

Regardless of how one chooses to tackle this fi-
nancing problem, most economists agree there will
be somewhat less room for an increase in private
consumption, something that generally speaking
will probably also apply for other European coun-
tries with similar demographic structures.

According to the national population forecast,
the population of economically active age groups
will remain virtually constant for the foreseeable
future. The population in the most care-demand-
ing age group (the over 8os), will rise rather sharply
from around 2020. However this increase will not
be greater than that of the past thirty-year period.
The difference, compared with the most recent thir-
ty-year period, when the number of old people in-
creased at around the same rate as that now forecast,
is funding. The local tax rate was around 20 per cent
in 1970, compared with about 32 per cent today, but
almost the entire increase since then took place be-
fore 198o. Since then, the local tax rate has only been
changed marginally, while local authority activities
have, to a somewhat greater extent than previously,
been funded via general government contributions.
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The future workforce supply — constituting the
main tax base — is still considered to be a key issue
in solving the future funding of welfare systems and
above all for the growing costs of healthcare and
elderly care.

The challenges for the future include:

* increasing the labour force participation of the
population of working age

e increasing the amount of time worked by those
who do work.

From time to time, the possibility has also been dis-
cussed of increasing the population of working age
through immigration, but as most European coun-
tries are going to be affected by roughly the same
demographic problems as Sweden, immigration of
labour offers no guarantees in the face of a growing
support burden.

Initiatives to increase the number and proportion of
people of working age in work should essentially be
directed towards five areas.

A. Younger people and education. Shorten the period
of education by lowering the age of entrance to high-
er education and shortening the length of courses.
"This must be considered urgent from a supply point
of view. The average age for young people establish-



Percent

100
80
60
40

25-59

60-64

20 e | 6—24

0
1976 1978 1980 1982 1984 1986 1988

1990 1992 1994 1996 1998 2000 2002 2004

Figure 4.2. Level of employment in different age groups

ing themselves in the labour market has risen from
22 to 28 years of age over the past 15 years.

B. Employment amongst the elderly. Another im-
portant task will be to raise the average age people
actually retire and to increase the number of people
in work amongst older age groups. A few years ago,
there was speculation about people having to work
longer due to the changes in the pension system, or
through earlier retirement based on private econom-
ic strength. It would now appear that the former is
likely to be the case. Over recent years, labour force
participation has shown a relatively substantial in-
crease among older people. And there is reasonable
potential to raise the extent of employment amongst
older people even more.

C. Reduce the number of people on sickness and inca-
pacity benefits. There has been significant variation in
the amount of sickness absenteeism over the years.
"To a degree this has been contra cyclical to the la-
bour market, to a certain extent due to other (un-
known) factors. At the end of the 198os, sickness ab-
senteeism was running at record high levels, mainly
short-term sick leave. The introduction of a waiting
day and a so-called sick pay period reduced sickness
absences which bottomed out in 1997. There then
followed a rapid increase in long-term sickness ab-
senteeism, which peaked around 2002. An explana-

tion has yet to be found in terms of one single fac-
tor, but the increase in sickness absenteeism abated
from 2002. However the large number of people on
long-term sick leave resulted in a large increase in
people on incapacity pensions from 2000 onwards
— an increase that now appears to have peaked and
come to a halt. It would be advantageous if rules and
regulations and the application of such were to be
structured such that they do not permanently ex-
clude people from the labour market.

D. Women work significantly shorter bours than
men. There has been a major levelling out of la-
bour force participation amongst men and women
since the 1960s. Today the difference between the
genders amounts to around five percentage points.
However, women work significantly shorter hours
on average than men. Women make up 48 percent
of the workforce today, yet only 36 percent of the
number of hours worked. These differences have
been very slightly reduced by the fact that the av-
erage time worked by women has increased by two
hours a week over the past twenty years.

The differences in working hours between men
and women do not apply solely to women with chil-
dren (who work around eight hours less than men).
Women without children also perform around four
hours less paid work than men — and spend corre-
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spondingly more time on housework. A relatively
rapid switch to a more even distribution of house-
work between women and men has occurred over
the past ten year period, without a reduction in the
average time spent by men in paid employment. If
this trend were to continue, not only would equality
be further boosted, the total volume of work would
expand.

E. Better integration. A better integration of im-
migrants in the labour market has sometimes been
seen as the most important solution in terms of the
supply balance. Hitherto, however, policies pur-
sued have not resulted in anything other than mi-
nor changes in workplace participation amongst this
group.

It is sometimes claimed however, that there can
be a contradiction between increased immigration
and ambitions to make integration more effective.
An extended investigation 2003/2004 (SOU 2004:19)
argued that a relatively substantial increase in immi-
gration would only be able to deliver smaller contri-
butions to the workforce, as long as integration were
not improved.

Workforce supply in different segments

National forecasts suggest that the greatest problems
in terms of workforce supply in the future will con-
cern personnel in the healthcare and care sectors,
primarily in geriatric care. The biggest shortfalls
will probably not concern the most qualified jobs,
but rather personnel at middle level. Some forecasts
say that the shortfall in this type of personnel can
amount to as many as half a million people in twenty
years time (Gustavsson & Israelsson 2004).

Earlier experiences of government planned train-
ing dimensioning had not been positive, and as a
consequence this was abandoned at the beginning of
the 19gos. Today, education dimensioning at both
upper secondary and university level is, in princi-
ple, unrestricted and this model also has its prob-
lems. There should be some form of intermediate
structure that at least to a certain degree accounts
for knowledge of the directions in which future de-
mands for personnel are heading in terms of guiding
today’s education systems and student preferences.
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The labour market in Sweden (and most other
countries) is very much segregated by gender. In
line with the trend sketched by analysts — com-
bined with the gender division prevalent in differ-
ent segments of the labour market today — up to
half a million men would need to be “transferred”
to segments that are female-dominated today. This
is a process that does not have to occur particularly
quickly and can commence in the education system.
However the phenomenon can already be observed
today on a number of local labour markets domi-
nated by public sector organisations — that is to say
those markets that have lost traditional male jobs in
the private sector.

The regional dimension

The problems described are even more pronounced
in the regional dimension than at national level.
There has been a shortage of labour for many years
mainly in the big city areas, in parallel with a surplus
in a large number of smaller regions where there is a
lack of growth in the private sectors.

The demographic situation appears to compound
these imbalances. These declining regions already
have a large proportion of elderly people today,
compared with city regions. This trend is further
compounded by the fact that a growing number of
young people that move to university towns chose
not to return to their home area. Without a tax re-
distribution system a large number of local authori-
ties today would not have the financial means to
support their increasingly ageing population. It is
an open question as to how long it will be possi-
ble to maintain the redistribution system in its cur-
rent form as a zero sum game, and when relatively
large-scale government subsidies must be provided
to maintain a functioning social infrastructure in
sparsely populated areas.

According to projections made in recent years
of regional population trends (Nygren & Persson
2001), the movement from depopulated regions to
big cities and a smaller number of growth centres
will continue. According to estimates, the popula-
tion of the three city areas will account for half of
the Swedish population in about 30 years, compared
with around 4o percent today.



The unfavourable population structure in a large
number of local labour markets will most likely
worsen. Relocation has already affected and will
continue to exacerbate the differences between re-
gions that are expanding and those in retreat. Al-
ready today, a large number of local authorities have
such an unfavourable balance between the number
of economically active people and elderly residents
that their economies are under tremendous strain
and would cease functioning altogether without the
local authority tax redistribution system. The latter
has become increasingly controversial and with the
projected population breakdown between ‘givers
and takers’, the system will need to redistribute ever
increasing amounts and may be even more robustly
challenged. Other government transfers to local au-
thorities amount to a further roo billion kronor or
thereabouts. The government’s transfers to house-
holds/individuals also have a pronounced regional
profile, where declining regions receive a relative-
ly large proportion due to e.g. the high number of
people unemployed and on sickness or incapacity
benefits. Government funding of local authorities
and individual welfare now exceeds local tax reve-
nues in a large number of local authorities. Many
local authorities have also indicated that they would
like to merge with another local authority. It is no
wild guess to say that we are likely to see reforms in
how local authorities are grouped within the next
ten years.

Population-dependent employment
continues to rise

As previously, demand for services will continue to
be largely determined by the local population base
and its age structure. It will also be largely about
manual, social and communicative tasks in health-
care, care and teaching that call for a personal pres-
ence in a set location and which can hardly be auto-
mated. Even in the future, the local population base
will determine the level of demand for such serv-
ices. Calculations estimate that the proportion of
local population-dependent services will increase to
around 50 percent of the entire labour market with-
in 30 years. The proportion will increase in practi-
cally all regions, and to a higher extent in the smaller

labour markets. In the Greater Stockholm region,
the proportion will be roughly in line with the na-
tional average, and slightly lower in the Goteborg
and Malmé regions. What is remarkable however,
is that in 30 years there will be local labour mar-
kets where demand is virtually exclusively for local
services. There will be local labour markets where
long-term dilution has created an age structure in
the population whereby the entire remaining work-
force needs to be deployed in providing care for the
elderly. This situation can already be seen in certain
sparsely populated areas and it can manifest itself in
personnel from central locations caring for sparsely
populated communities via home help services.
The problem has a larger dimension however.
Projections suggest that two in three jobs in some 30
local labour markets are mainly healthcare, care or
similar vital socially funded related services. Which
means we can expect the market for such work to
cease to function. There will simply be no room for
other economic activity due to a shortage of labour.

Significant reserves of labour
in mamny vegions in crisis
If, despite everything, one assumes that the funding
of core local authority activities can be managed one
way or another, the problem remains of finding the
labour for those jobs for which there will be demand
in the future. This applies not least to regions with
shrinking and ageing populations.

At the same time, it should also be noted that
many of these regions today have significant reserves
of working-age labour. In many of these regions, just
60 percent of the population of working age is de-
ployed (in Gnosjo, for example, the corresponding
figure is 82 percent). The rest are supported by the
transfer system. It should be obvious that this poten-
tial can be better utilised in the production of public
services — they are, after all, already supported by
public funding. If workforce participation in “weak”
regions were to reach the national average, a further
300,000 or so people could be mobilised over time.

"The “crisis” regions are characterised by high un-
employment, high health problems, and with a few
exceptions, a large dependency on social security.
These large labour reserves have not come about by
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a shortage of job opportunities, but more likely be-
cause of differences in culture and assessments made
by unemployment funds, doctors and social security
administrators (Larsson and others 2005). To a large
extent, this applies to the need to commute and/or
relocate due to a shortage of job opportunities. One
sign of this is the difference in commuting distances
between regions in the north of Sweden where these
can be long, and above all in the south of Sweden
where commuting distances are relatively short.

On the other hand, the differences between re-
gional relocation and adapting mechanisms are
not particularly great. Today around two percent
relocate each year, of which half are young people
moving to and from university. This puts Sweden
amongst the lowest levels of relocation in the whole
of Europe. Increased geographic mobility — includ-
ing increased commuting — ought to make a sub-
stantial contribution to an increased workforce sup-
ply in the future.

Final comments

In around 15-20 years, the support burden for peo-
ple in work will significantly increase as a result
of a substantial increase in the population over 8o
years of age. If one does not want to change the way
health care and elderly care is funded, the volume of
work must increase. To achieve this, there must be
an increase in the supply of labour, either in terms of
the proportion of people of working age employed
or longer working hours for those that are employed
— or both.

Against the background of recent trends and the
introduction of the new pension system, older peo-
ple in the workforce would seem to be in a position
to significantly boost the volume of work performed
without the need for more specific political initia-
tives. On the other hand, there is a conflict of in-
terest between labour market and education policies
when it comes to younger members of the work-
force. There ought to be scope for reducing the av-
erage length of education and training, but this may
clash with education targets.

Better mobilisation of workers with a foreign
background should be possible. Perhaps the most
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important measure would be to increase mobility in
the workforce, not least geographically.

Several of these aspects are addressed in subse-
quent sections of the yearbook.
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CHAPTER §

Young people as potential labour force

Ulla Arnell

As soon as students complete their educations, their careers take centre stage. Those who are unem-
ployed right after completing their schooling are at greater risk of being unemployed later in life as well.
But what determines how quickly young people succeed in gaining a foothold in the labour market?

Ulla Arnell writes that the social impediments facing young people as they enter the labour market
that are emphasized in the literature consist of high youth salaries, severely regulated labour markets
and a lack of institutional connections between education and the labour market. Research findings
are, however, inconsistent in terms of assessing the importance of these various factors.

Certain groups of young people are overrepresented among the unemployed and in the “outsider”
group. This pertains mainly to all young people who come from immigrant backgrounds and have in-
sufficient education. At the same time, increasing numbers of university students are doing extra work
in unqualified jobs in addition to their studies. In this way they may be said to be entering the very
labour market that those with little education need to become established as adults. Arnell writes that
during an economic downturn, when there is a shortage of jobs, employers may prefer to hire younger
students on a part-time basis over hiring older workers with little education.

This is an important issue: the group of people consisting of those who have been outside the
labour market for two years are at much greater risk than others of being subject to abuse, psychologi-

cal problems and suicide attempts.

Is the entrance of today’s young people into the la-
bour market optimal from a labour-market perspec-
tive? How quickly will they find a job in the labour
market that they will enjoy, and where they can ben-
efit society?

Nearly 50% of young men between the ages of 16
and 19 worked full-time in 1976, as opposed to just
10% in 2004. The corresponding figures for men
aged 20-24 are 78% and 49%, respectively. When
it comes to young women, 40% between the ages of

16 and 19 worked full-time, as compared to only 6%
in 2004. The corresponding figures for women aged
20—24 are 57% and 30%, respectively.

Dramatic changes have also taken place during
the same period of time in terms of part-time work,
and the figures for both short and long part-time
jobs have risen. This is particularly true for women,
where 7% of 16-19 year-olds worked short part-
time jobs in 1986, as opposed to 17% in 2004. The
corresponding figures for those aged 20-24 are 5%
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Figure 5.1. Proportion of officially unemployed people in the labour force in the age groups 16-19, 20-24 and 16-64. Men and

women. Source: Statistics Sweden Labour Force Surveys (LFS).

and 12%, respectively (Statistics Sweden’s Labour
Force Surveys (LFS)).

These changes are due in greatest measure to the
fact that young people are staying at school long-
er. This means that they are entering their work-
ing lives as full-time workers at an increasingly later
point in their lives. Longer education is presumably
the main reason for the increase in the proportion of
part-time work as well, particularly with respect to
short part-time jobs. Many students do in fact work
in addition to their school and university studies.

The labour force was subject to different require-
ments in 2004 than in 1976. More and more jobs are
requiring higher education, which obviously means
that the process of entering the labour market will
take a longer time. But does longer education meet
the needs of working life? Are young people being
educated for the right kind of jobs? The answer to
this question is important when assessing the effica-
cy of the entrance process. (The topic of the labour
force’s education and any over/underqualification is
discussed in detail in Chapter 10.)

The proportion of young people who are un-
employed is one indication that the entrance proc-
ess is not working well for them. They comprise a
number of different groups, not just the officially
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unemployed young people but those addressed in
labour market policy initiatives as well. There are
also young people who stay at school because they
cannot find a job, and who could also be counted as
unemployed, and those who are working less than
they would like, i.e. the underemployed. A group of
young people often referred to as “young outsiders”
has been noticed in recent years. These are young
people who are not registered as unemployed, and
who are not studying or involved in some other vo-
cational activity. Finally, there is a group of young
people who do not want to work; who want to ex-
tend their youth and do other things than make a
definitive decision to study or work. This group
has voluntarily chosen not to become permanent-
ly established in working life. They are clearly less
problematic than the others, at least from their own
perspective. However, from a social perspective, in
a society that needs labour force, this group is also
worth noting.

Unemployed young people
The high level of unemployment among young peo-
ple is a key indication that the process of entrance
into working life is ineffective. It is well known that



unemployment is higher among young people than
among adults; young people are new to the labour
market and often lack both personal contacts and
job experience. It is also well known that unem-
ployment among young people is highly dependent
upon economic conditions. This is clearly evident
in unemployment trends among young people from
1990 to 2004 (Figure 5.1).!

The level of unemployment varied strongly over
this period. Unemployment in Sweden was very
high in the mid-199os, culminating in 1993. Over
20% of men between the ages of 16 and 24 were
officially unemployed that year. The correspond-
ing figure for women was 15%. Unemployment was
higher among men than women throughout the en-
tire period.

As noted earlier, there are a number of fairly ob-
vious reasons why unemployment is higher among
young people than adults. Young people are new to
the labour market, and periods of unemployment
are natural during the establishment process. But are
there, in Sweden, any structural or institutional fac-
tors that affect young people in particular that could
be acted upon to facilitate the entrance process? We
need to look at international comparisons to answer
this question. What is unemployment among young
people like in other countries, and could any vari-
ations that do exist be attributable to structural or
institutional factors? Schréder (2000) compared rel-
ative levels of youth unemployment, i.e. unemploy-
ment among young people in comparison to unem-
ployment among adults, in 22 OECD countries, and
found that Sweden fell in the middle of the field dur-
ing the mid-199os. Germany, France, Austria, and
Ireland had lower relative youth unemployment,
while Italy, the US, Norway and Greece had higher
levels. According to Schroder, the reasons for the
differences between the countries that are generally
cited can essentially be broken down into three ar-
eas: differences in the structure of the labour market,
differences in the institutional conformation of the
educational system, and differences in the connec-
tions between education and the labour market.

The “structure of the labour market” refers prin-
cipally to laws and agreements that regulate how pay
is determined and how employment contracts are
formulated. Research in this area has noted mainly

the importance of the wages paid to young people
in relation to unemployment among them, and the
importance of laws and contracts regarding employ-
ment protection. Other factors pertain to the im-
portance of structural transformation, and the ex-
tent to which labour markets are segmented.

When it comes to the structures of the educa-
tional systems, researchers are mainly concerned
with whether education is standardized and strati-
fied. Standardized refers to the requirement that ex-
aminations, degrees and certificates be consistent at
national level, so that they provide the prospective
employer with good information concerning the
job applicant’s theoretical and practical occupation-
al skills. Stratified refers to the extent to which the
educational system is divided into different areas of
study emphasis, how early on such choices are made,
and the opportunities that are available to switch be-
tween them.

The connection between education and the la-
bour market refers to the extent of employer and
trade union influence over the design and structure
of vocational training, e.g. over curricula and the
criteria for passing exams. The strongest influence
from employers and trade unions is seen in the ap-
prenticeship system, where roughly half the training
takes place at the workplace.

Schroder believes that it is very difficult to find
any obvious explanation for the major variations
in youth unemployment that exist from country to
country. She writes:

Research on the transition from school to labour mar-
ket is conducted mainly in the disciplines of economics
and sociology, where economists include labour market
factors in their models, and sociologists generally take
the design of educational systems into account. There
are, to my knowledge, no empirical sociological stud-
ies that take the relative wages paid to young people
into account in their models, nor are there any em-
pirical economics studies that take into consideration
the fact that apprenticeship systems entail temporary
employment contracts at very low pay levels. The pos-
sibility thus cannot be ruled out that the ways in which
unemployment is divided between young people and
adults are impacted by all the factors being discussed.
One possible hypothesis might be that young people
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experience the greatest difficulties in countries where
they are paid relatively high wages, the labour markets
are strictly regulated, and there are no institutional
connections between education and the labour market
(Schroder 2000, p. 37-38).

In his study, Olofsson (2005) focuses on the impor-
tance of the education system for the process by
which young people establish themselves in the la-
bour market. In his study of this establishment proc-
ess, he looks at unemployment, inactivity (i.e. young
people who are neither going to school nor present
in the labour market) and salary and income con-
ditions, and relates these factors to various educa-
tional models. Olofsson also describes different edu-
cational models, using the terms “standardization”
and “stratification”. In models with a high degree of
standardization, i.e. where the education provided
by different schools is more equivalent, there is less
uncertainty concerning the job applicant’s compe-
tence, which in turn results in lower search costs for
both the job seeker and the employer. The practi-
cal effect of this is that scholastic grades are valued
more highly in relation to occupational experience,
a factor that facilitates the establishment of young
people in the labour market.

Experience indicates that a combination of extensive
standardization and differentiation can facilitate the
transition from school to working life in a labour mar-
ket that is segmented along clearly defined occupation-
al lines (Olofsson 2003, p. 203).

As noted, Olofsson relates various educational mod-
els not only to youth unemployment, but also to
their inactivity and wage conditions. Inactive young
people were discussed in particular in Sweden in
the early 2000s. They constitute an important and
problematic group when discussing young people as
a potential labour force. I will therefore discuss this
group in greater depth.

Inactive young people, or “young outsiders”

The group known as “young outsiders” drew ma-
jor attention in Sweden in a report from 2002 (Ds
2002:30). The report showed that a group of young
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people categorized in labour force surveys under the
heading of “otherwise occupied” had grown mark-
edly since 1990. These young people did not work,
were not registered as unemployed or students, and
were not on parental leave or doing military service.
Between 1990 and 2001, this group grew from 2%
to 9% among both men and women aged 16-19.
The increase among men aged 20-24 was from 2%
to 8%, while the corresponding increase among
women of the same ages was from 4% to 10%.

"This trend was alarming and a national commis-
sion was initiated to study the situation. Who were
these young outsiders? What was their background,
and is their situation temporary or more permanent?
In October 2003, the commission presented its find-
ings in Young Outsiders (SOU 2003:92).

The first information about this “otherwise oc-
cupied” group was derived from statistics produced
by the Swedish Labour Force Surveys (LFS), but the
statistics did not shed much light on the group. LFS
is a sample survey, and the group was too small to be
broken down on the basis of gender or social back-
ground, etc. The commission consequently used
Statistics Sweden’s longitudinal database, LOU-
ISE, to analyze how many such outsiders there are,
and who they are. LOUISE contains information
on all inhabitants over the age of 15, but includes no
data regarding individuals’ occupations in the way
that LFS does. It was thus necessary to use another
definition for being “outside”, and extremely low in-
come was used as the main criterion (see page 26 of
the study for a more detailed definition).

In the study, a choice was made to differentiate
between young people who are outside the labour
market for one year and those who are outside for
two consecutive years. The idea was that being an
outsider for one year can be considered a common
feature in many young people’s lives, and does not
necessarily indicate anything problematic. On the
other hand, being an outsider for two years was
noteworthy. The number of young people who had
been outsiders for two years was estimated at rough-
ly 25,000-30,000 per year. This group comprises
mainly 20-24 year-olds; it is much more common
for 16-19 year-olds to be outsiders for just one year.
In 2001 there were some 7,000 16-19 year-olds and



20,000 20-24 year-olds who had been outsiders for
two years.

Those who are outsiders for two years have a
more difficult time establishing themselves in the
community. A very large proportion of those who
are outsiders for two years are also outsiders for a
third year (between 57 and 67%). Compare this to
the figures for those who have been outside for just
one year, which show that 19 to 45% percent of
them remain outsiders during the following year as
well. Granted, this too is a high figure.

A large proportion of those who are outsiders for
two years were born abroad, and individuals who
have been in Sweden for less than five years are par-
ticularly overrepresented. The most important dif-
ference between this group and others in the same
age group is that the group that has been outside
the labour market for two years has not on average
completed nine-year compulsory school. This el-
evated risk remains even after correcting for gen-
der, social background, place of residence and immi-
grant status. It even persists when comparisons are
drawn between two different time periods in which
the economic conditions differed, 1994-1995 and
1997-1998.

The health status of the group of young outsid-
ers was studied in another analysis. It was found that
the group that had been outside for two years was
significantly more likely to have received care for
abuse, psychological problems and suicide attempts
than other comparable groups. It is of course diffi-
cult to draw causal conclusions here, and no longitu-
dinal analysis was conducted in the study, but these
data are highly disturbing per se. Another disturb-
ing finding was that outsider status appears to be a
more or less permanent condition for a large group
of young people. 30% of the 20-24 year-olds who
were outsiders in 199o-1991 were still outsiders in
20071; the corresponding figure for 16-17 year-olds
was 21%.

Prolonged transition period from school
to working life
The young people who are involuntarily excluded
from working life are clearly the most important
ones to consider, since we want to estimate the

potential available labour force in the future. But
the fact that many young people are voluntarily
deferring a more definitive entrance into working
life may merit discussion. According to a study by
Trondman (2003), only 17% of students leaving up-
per secondary college-preparatory school wanted
to start working permanently or go to college im-
mediately. Most wanted to have one or more years
in which they could travel, get a sense of what they
might want to do in the future, and perhaps work on
a more preliminary basis.

There is much to indicate that a separate youth
culture is evolving in modern society, one that can
influence the length of the transition period to a
more permanent establishment in the labour mar-
ket. This youth culture includes elements of greater
individuality and, with it, greater (perceived) free-
dom of choice than before. This freedom of choice
extends to choices regarding work and college stud-
ies.

It is not easy to choose the right career. It is nec-
essary to choose a job path in which it is at least pos-
sible to make a living, i.e. one where there are jobs.
But for many young people it is also essential to find
a job that is interesting and rewarding. Fewer and
fewer young people say that they want to work just
to make a living (e.g. Arnell Gustafsson 1988, Ba-
ethge 1992, Hagstrom & Gamberale 1995, Ingle-
hart 1997). A job is an expression of an individual’s
identity.

It would appear that the process of making deci-
sions regarding educational and occupational choic-
es is increasingly complex. Thomas Ziehe (1986)
speaks of a growing “opportunity awareness” with
respect to individual choices in terms of lifestyle in
general, and in which one’s choice of occupation is
also included. The mass media and the information
society have resulted in more people knowing more
about alternatives. Increased individuality demands
that you find the right option for your unique per-
sonality. Even if the actual opportunities are limited,
there is a perception of freedom of choice, a belief
that you yourself determine your future. While this
is naturally viewed as positive, it can also impose a
burden. Many young people presumably choose to
defer this difficult decision. They opt to work on a
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preliminary basis, and may travel abroad before em-
barking on their adult lives in earnest.

What impact does this prolonged entrance proc-
ess have in terms of labour force potential? How
effective is a labour market in which young people
become established late in their working lives, in a
process that takes time? Many young people work
in unqualified jobs during their period of youthful
searching. Even those who subsequently, in their
more permanent positions in the labour market, find
a qualified job will thus have experience gained from
ajob that did not require any higher education. Many
university students also hold jobs in addition to their
studies, which once again are relatively unqualified
in nature. This presumably explains the increase in
“short part-time jobs” (1-19 hours per week) over
the last few decades. In 2004, more 16-19 year-olds
worked part-time than worked full-time (10% vs. 9%
among men, 17% vs. 6% among women). Among
20-24-year olds there was a § point increase among
men (from 2 to 7%) and a ¢ point increase among
women (from 3 to 12%) between 1990 and 2004.

From a young person’s perspective, the working
life experience he or she gains during this period of
searching is positive, although there is research that
points to negative consequences as well (Greenburg-
er & Steinberg 1986). There are certainly positive
consequences from society’s perspective too. Gain-
ing experience about how different groups in society
live increases social solidarity and integration. But
there can also be negative consequences that can in-
crease the degree of segregation in society. When
there is competition for jobs, including unqualified
ones, those young people who do not wish to con-
tinue their studies may find it increasingly difficult
to get a job, a job that would entail establishment as
an adult in their case. It is possible that employers
prefer to hire young college students as supermar-
ket cashiers and waiting staff on a part-time basis.
This hypothesis is supported by the fact that there
are now staffing companies devoted specifically to
college students and their need for part-time work.
On the other hand, another factor is more likely to
be relevant in a labour market in which there is a
shortage of workers. From a socio-economic stand-
point, it is more efficient for higher education to oc-
cur early in life, to be undertaken quickly and in a
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concentrated fashion. Individuals will then reap the
benefits throughout their working life.

Some summary comments

The future labour force potential of young people
has much to do with the nature of the process of
entering working life. Is it a process that aids or hin-
ders young people in finding a place in working life
that they will enjoy, and that society needs?

One study (Schréder 2000) posits the qualified
hypothesis that the entrance process is becoming
more difficult in countries that have high wages for
young people, strictly regulated labour markets and
no institutional links between education and the la-
bour market. Another study (Olofsson 2005) strong-
ly stresses the importance of institutionalized voca-
tional training with strong ties to working life.

Itis relatively easy for most young people to find a
job when the economy is thriving. It is considerably
more difficult to do so during an economic down-
turn. One question of major importance concerns
the ease with which young people who become un-
employed in a weak economy can regain a position
in the labour market when the economy turns. This
has a major bearing on the issue of young people as
a potential labour force, which is indeed most rel-
evant in situations where there is a labour shortage.
To what extent are segments of a younger genera-
tion that entered the labour market forced out un-
til new job opportunities arise? The fact that early
unemployment has long-term consequences has
been demonstrated by Nordstrom Skans (z005). He
shows how young people (from mainly vocationally
oriented programmes) who were jobless immedi-
ately following their schooling were still at greater
risk of being unemployed five years later. The long-
term consequences of embarking on one’s working
life in a weak economy were discussed and noted
in connection with the very severe situation that
young people faced during the crisis years of the
199os. What has this meant with respect to the dif-
ficulties that young people experienced in the labour
market of the early 2000s? Some studies show that
sick leave and early retirement are increasing more
rapidly among young people than among older peo-
ple. Statistics indicate that the increase in sickness



figures was high for all age groups between 1999
and 2002, but that the greatest increase pertained to
young people (Lidwall et al., 2004, p. 178). This also
applies to long-term sick leave (Lidwall et al., 2004,
p. 184). The increase in terms of perceived illness in
the form of mental incapacity has also been greater
among young people, up to the age of 35, than in
older age groups (Hallsten et al., 2004, p. 164). And
the same trend is also evident with respect to ear-
ly retirement: newly granted early retirements in-
creased more among young people than older peo-
ple during the period from 1999 to 2002 (Skogman
Thoursie et al., 2004, p. 203).

Young people are not a homogeneous group and
some studies show that heterogeneity among young
people is increasing in terms of wages, for example
(Olofsson 2005, p. 210). The process of entering the
labour market is fast and smooth for some young
people, while other have a harder time finding
their place. I mentioned above that certain groups
of young people are overrepresented in terms of
both unemployment and outsider groups. This ap-
plies mainly to young people from immigrant back-
grounds and those with a lack of education. It is
self-evident and long been known that differences
in educational background have a major impact on
the process of entering the labour market. However,
recent studies indicate that the value of higher edu-
cation has lost some of its importance in relation to
the risk of being unemployed (AMS 2005). Is there
a risk of education inflation in Sweden today? And
how does that affect these groups of young people?

Another consequence of the fact that more and
more young people are spending more time in
school — and thus the time spent prior to becom-
ing established in working life is growing longer in
general — is that university students and presump-
tive university students work to an increasing extent
in unqualified jobs during their establishment peri-
ods. It may be said that they enter a labour market
that those with little education need for their adult
establishment in working life. Whether or not com-
petition arises for lowly qualified jobs depends in
large measure on the state of the economy. In a weak
economy where there is a shortage of jobs, employ-
ers may prefer to hire young students on a part-time
basis rather than older people with little education.

Such competition is, of course, less prevalent in a
strong economy.

Note

1. The figures for official unemployment presented in Fig-
ure 5.1 do not tell the whole story of unemployment
among young people. In addition to this group, there are
also young people who are participating in various labour
market policy-related programmes. Such young people
accounted for 7.3% of those among the 18-24 age group
in 1996. The corresponding figure for 2004 was 2.7%. In
addition to these individuals, there are also young people
who are latent job-seekers, i.e. they are not actively seek-
ing work but indicate in interviews that they would like to
be working. This group includes full-time students who
are studying in the absence of work. It is very difficult to
estimate the size of this group in terms of their labour
force potential, in part because it includes school-weary
nine-year compulsory and upper secondary pupils. The
extent to which their statements that they would rather
work than go to school are representative of actual labour
force potential is open to debate. The number of young
people who indicate that they would like to be working
more than they are now, i.e. those who are underem-
ployed, is also difficult to interpret in terms of labour force
potential. In addition, there are obviously young people
who are working part-time in addition to their studies, for
instance, and who indicate that they would rather work
more because they are tired of school.
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CHAPTER 6

The Swedish “vertical mosaic”

Carl-Ulrik Schierup

This chapter discusses current ethnic divisions in the Swedish labour market.

According to the Swedish Integration Board, foreign-born “Africans” and “Asians”, after being in
Sweden for 20 years, run twice as high a risk of being unemployed as native Swedes of similar edu-
cational background and age. Those born in Asia, Africa, Latin America or European countries outside
of the EU are much more likely to work in temporary employment than those born in Sweden.

Carl-Ulrik Schierup addresses the significance of discrimination. He discusses the increasingly
discussed grey or black sector of the labour market, the conditions facing a growing number of un-
documented migrants in the Swedish labour market and the fact that immigrants often lose their jobs
during economic downturns. He explains how practices of the strongly organised trade unions in
Scandinavia have long succeeded in minimizing the range of the informal labour market and irregular
migration, but are now faced with a new situation.

The status of immigrants in the labour market has clearly attracted the attention of researchers in
recent years. But the author argues that there is a need for more research with a focus on changing
work organisations, and on the institutional conditions and assumptions targeting the labour mar-
ket incorporation of migrants and ethnic minorities in both the public and the private sectors of the

economy.

In the late 1960s, Canadian researcher John Porter
(1968) described North American society as a “ver-
tical mosaic”, i.e. a society in which class and eth-
nicity intersect, creating a complex mosaic of social
inequality. Unevenly distributed economic, social
and cultural resources meant unequal political influ-
ence. A Swedish vertical mosaic began to emerge at
roughly the same time, in which a gender dimen-
sion was also noted (Schierup & Alund 1987, Alund
1985). Nowadays this is often analyzed using the
term intersectionality. There is, however, a substantial
difference between the class-divided, gender-segre-
gated and ethnically fragmented labour market that

existed during the heyday of the “Swedish model”
and today’s forms of social, ethnic, class and gender
exclusion, which in Sweden started to took shape, in
particular, from the 19g9os (see also Schierup et al.,
2006, Chapter 8).

After a brief historical review of immigration re-
lated to the so-called ‘Swedish model’, I will discuss
various aspects of the ethnic division of the current
Swedish labour market. I address issues concerning
employment, unemployment and new forms of em-
ployment. I discuss the importance of discrimina-
tion and a growing and increasingly ethnicized grey
or black sector of the labour market.
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Historical background — immigration
and the Swedish model

A post Second World War organised recruitment of
migrant workers in Sweden culminated in the late
1960s and early 1970s. Migrant workers helped to
cool a heated labour market, favouring the expan-
sion of a Tayloristic industrial system based on the
conveyor belt (see e.g. Ohlsson 1978) and the major
export companies. The importation of labour also
made it easier for native Swedes to advance from
menial or semi specialized blue collar to more at-
tractive white-collar positions (Persson 1972). At the
same time, the influx of workers was tied, as early as
the 1960s, to an immigration policy that was fore-
sighted compared with those of most immigration
countries in Europe, and that had the broad sup-
port of both the Swedish Parliament and the parties
involved in the labour market. This policy focused
on incorporating everyone into the general welfare
system, and on including the immigrants in the reg-
ulated labour market. Immigration and the social
inclusion of immigrants became integral parts of the
Swedish economic and labour-market model. Those
born abroad were granted the same formal rights in
the welfare system as native Swedes (Schierup et al.,
2006, Chapter 8).

As in other immigration countries in Western
Europe, an ethnically divided labour market clearly
arose, with workers from Finland, Southern Europe
and Yugoslavia in the least desirable industrial jobs,
and in service jobs such as cleaning and restaurant
work. Discrimination in the labour market and in
corporations hindered occupational mobility and
prevented immigrants from getting jobs commen-
surate with their qualifications and educations (e.g.
Schierup & Paulson 1994).

But even with the traditional Swedish model’s
obvious and growing structural problems from the
mid-1970s on (e.g. Schierup et al., 2006, Chapter
8, Weiss 1998, Chapter 4), full employment was the
rule, and when Sweden adopted a new multicultural
approach in its immigration policy at that time, im-
migrants still enjoyed high employment rates and
very low unemployment. This stood in contrast to
the situation in e.g. Denmark, where “foreign work-
ers”, as in many other Western European countries,
had already come to bear the brunt of a deep re-
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structuring crisis in the form of runaway unemploy-
ment (Schierup 1985, 1993). The Swedish model’s
solidarity-based wage policy and full employment,
combined with a higher degree of full-time employ-
ment (in industry) among foreign-born women than
among those born in Sweden, also meant that in-
come discrepancies between immigrants and native
Swedes were, on the whole, relatively small (Lundh
etal., 2002, Wadensjo 1994).

But during the 198os, even foreign born began to
suffer considerably higher unemployment than na-
tive Swedes, and a lower employment rate. Those
who came to Sweden as refugees had a particularly
difficult time entering the labour market. Many of
the earlier migrant workers, who had worked for
many years in tough industrial or service jobs, were
given early retirement. Nevertheless, Sweden was
still different to most other Northern European im-
migration countries. Overall, the level of unemploy-
ment among foreign-born workers remained fairly
low from a European perspective, and workers who
lost their jobs benefited from the safety net of active
labour market policy measures. But with the crisis of
the 199o0s, an altered economic policy and a perva-
sive restructuring of the economy, ethnic divisions
and ethnically-based exclusion began to assume new
forms and proportions that have not only persisted,
but are even more clearly evident today.

Ethnic divisions of labour

While the proportion of unemployed in the work
force among native Swedes rose from 1.3% in 1989
to 7.6% in 1993, the corresponding figure for those
born abroad rose from 2.9% to 15.4% over the same
period of time (Swedish Integration Board 2005:21),
while rising 3.5% to 24% among foreign citizens.
These are indeed extremes. 1989 was characterized
by a fast growing economy and an overheated labour
market (see e.g. Ohlsson & Broome 1988, Schierup
1991), while the economy plunged into recession in
1993. But even if unemployment among the foreign-
born subsequently decreased along with reduced
unemployment overall, the skewed distribution be-
tween the native-born and foreign-born became no
less striking. Thus, the proportion of unemployed in
the work force among the native-born was 4.3% in
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2004, but 10.6% among those born abroad (Swedish
Integration Board 2003, p. 21).

This disproportionality is particularly striking
with respect to people born in Africa and Asia, but it
applies to European countries outside the EU1¢ (the
EU, excluding new member states, as of 2004) as
well. According to the Swedish Integration Board’s
estimates, foreign-born with their background in
“Africa” or “Asian” were five to nine times more
likely to be unemployed as Swedish born. Even if
a number of parameters are kept constant, among
them individuals’ education, age, civil status and
gender (Swedish Integration Board 2002, p. 32 et
seq.), the risk of being unemployed remains twice
as high — after 20 years of residency. The rise in un-
employment since 2000 has also affected those born
abroad more severely than those born in Sweden
(Swedish Integration Board 2005, p. 21). The ex-
tent of this marginalization of the foreign-born in
the labour market since the beginning of the 19gos,
and the contrast between foreign and Swedish born,
first gains particular salience if we also consider the
marked decrease in employment during this same
period. The employment rate among those born in
Sweden fell from 83.9% in 1989 to 75% in 2004,
but from 74.3% to 59% for the same period of
time among those born abroad (Swedish Integra-

tion Board 2003, p. 15). Here again there are major
differences between different groups of the foreign-
born, with immigrants born in Africa, Asia or Eu-
ropean countries outside of the EUtg being espe-
cially vulnerable. According to an index created by
the Swedish Integration Board (2002, p. 35 et seq.),
individuals from these parts of the world had, during
the period from 1996 to 2000, an 80% lower chance
of being employed than native Swedes if they had
been in Sweden for less than 20 years, and still a
50-60% lower chance if they had been residents for
at least 20 years.

Figure 6.1 shows the development of employ-
ment among (all) foreign-born from the late 198os
through 2004. Figure 6.2 compares national em-
ployment indices in a number of European coun-
tries. 'This figure compares the employment rate
among those born in Sweden and a number of oth-
er European immigration countries with various
categories of foreign-born individuals in the same
countries. Each country’s average level of employ-
ment yields an index of 100. Sweden and Belgium
are the countries where the greatest difference is
seen between the employment rate for, on one hand,
the native-born and, on the other hand, those born
outside of Europe and in European countries out-
side of the EU/EEA.! This must also be considered
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in relation to the high general employment rate in
Sweden compared with other countries on the con-
tinent, such as Germany, Austria, France, Belgium
and the Netherlands. It is also important to bear in
mind that the diagram’s apparently positive index
for employment among the foreign-born in Por-
tugal, Spain and Greece cannot be considered in-
dicative of a generally favourable situation for im-
migrants in the working lives and labour markets of
those countries, but rather an expression of the fact
that migrants (from countries outside the EU) con-
tinue to play essentially the same role as migrants
played in the 1950s and 196os in most of Europe’s
“old” immigration countries, such as the UK, Ger-
many, Austria, France, Holland and Belgium, i.e.
they serve mainly as labour force and have no sta-
tus as immigrants. This is subject, however, to the
important distinction that their employment terms,
working conditions and access to social rights in
Southern Europe today are generally much worse
and more uncertain than they were in Sweden and
many other traditional immigration countries dur-
ing the 1960s. Migrants are generally excluded from
most parts of the welfare systems in the countries of
Southern Europe. There also continue to be large
hidden numbers of migrants in Southern Europe,
since a large proportion of migrants work in these
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countries’ extensive informal labour markets (see
also Schierup et al., 2006, Chapters 4, 7 and 9).
Against the background of a low employment
rate among foreign-born, extensive chronic unem-
ployment and pervasive changes in Swedish active
labour market policy (see Junestav 2004), which
is increasingly unable to attract and re-adapt job-
less immigrants to a harsh and discriminatory la-
bour market, large groups among the foreign born
have become dependent on social welfare support
(see e.g. Lundh 2002, p. §8 et seq.). In the 1970s,
the proportion of households supported by people
born abroad who were dependent on social welfare
support was roughly on par with the Swedish aver-
age, but the figure shot upward during the 1990s
(Franzén 2001). Based on survey material from ULF
[Survey of Living Conditions] for the years 1993—
2000, Vogel (2002, p. 54) showed that people born
in the former Yugoslavia, the Middle East and Africa
ran over ten times as great a risk of being dependent
on social welfare support as native Swedes, and that
the risk remains over six times as great after ten years
of residence in Sweden, except among those born in
Yugoslavia. This has been one of the most important
reasons for growing wage discrepancies between na-
tive Swedes and people born abroad, in contrast to
the situation in the 1970s and 1980s, when the tra-
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ditional Swedish models’ prioritization of full em-
ployment still served as the basis for the integration
of immigrants (Lundh 2002, see also Vogel 2002).
The social welfare support system has also become
increasingly restrictive in an era of crisis in Swedish
municipal budgets.

Another contributing factor in the increasingly
skewed income distribution is undoubtedly the clear
over-representation of foreign-born in time-limited
and short part-time jobs. Figure 6.3 shows, based on
Labour Force Surveys (LFS), the number of time-
limited jobs among all foreign-born individuals
compared with native Swedes. Both native Swedes
and foreign-born, and both women and men are in-
creasingly often employed in time-limited jobs. But
the increase is much more pronounced among the
foreign-born than among native Swedes. This ap-
plies to both foreign-born men and foreign-born
women. However, the increase among foreign-born
men started from a significantly lower level than is
the case for foreign-born women, who are now in
a class by themselves in terms of most often hav-
ing time-limited jobs. Foreign-born men now hold
roughly the same proportion of time-limited jobs as
native-born women.

But here again, much depends on where one was
born. The ULF [Survey of Living Conditions] ma-
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terial, which describes a cross-section of the 19gos,
indicates that employed persons born in the former
Yugoslavia were nearly three times more likely than
Swedish-born people to be employed in time-lim-
ited jobs, while those born in the Middle East were
nearly four times more likely. (Hjerm 2002, pp. 91
and 99). However, this probably represents just one
aspect of the ongoing marginalization process. The
term “hypercasualization” is used by British re-
searcher Bill Jordan (1996) to describe how groups
in the population, often with immigrant back-
grounds, are compelled to live on a narrow and un-
certain income margin, with one foot in an increas-
ingly strict public-welfare system and the other in
the grey or black labour market, dependent on tem-
porary and extremely uncertain jobs. This problem
has been discussed in a Swedish context by Slavnic
(2000, 2002).

With the help of ULF data, Vogel (2002, pp. 37—
38) found that persons born in Turkey, the former
Yugoslavia, Africa and the Middle East were five
to six times more likely to have incomes below the
standard for social welfare support, a situation that
appears to persist even after many (10 or more) years
in Sweden. Figure 6.4 shows striking skews in em-
ployment rates, the proportion of time-limited jobs
among those who are employed, and individuals with
income levels below the standard for receiving social
welfare support. It must be noted that the results
for the foreign-born vary substantially as a function
of length of residency in Sweden, even though the
general trend is clearly apparent for all categories,
regardless of length of residency.

“Second generation”

Children of immigrants, born in Sweden, or chil-
dren of foreign-born parents who have come to
Sweden as relatives while of pre-school or nine-year
compulsory school age, i.e. the so-called “second
generation” appear, with the exception of those
with Nordic backgrounds, to face obstacles in the
labour market similar to those encountered by their
parents (Swedish Integration Board 2002, p. 48 et
seq.). Young people who were born abroad and im-
migrated after the age of seven thus run a risk of
being jobless that is three times that of young peo-
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ple born in Sweden. Those born in Sweden to two
foreign-born parents are also at 40% greater risk of
being unemployed than children with two Swedish-
born parents.

Particularly worrying (SOU 2003:92) is the cat-
egory of so-called “young outsiders” who have be-
come an apparently permanent feature of the Swed-
ish vertical mosaic since the early 199os. This group
comprises young people between the ages of 16 and
24 who neither study, are registered as unemployed,
or receive social welfare support. Young people with
an immigrant background are clearly overrepre-
sented in this category, and amongst young people
who receive social welfare support (Olofsson 20053).
These are often young people with only elementary
educations.

Segmented labour markets in urban areas

Many of these young people probably come from
the segregated multiethnic suburbs of the major cit-
ies, known as “distressed neighbourhoods,” to which
decades of selective residential policy (Sangregorio
1984) and a harsh and ethnically segmented urban
labour market have funnelled excluded immigrants
and their children, along with those on early retire-
ment, those pensioned due to illness or disability,
low-paid single heads of households, and other so-
cially distressed groups.

There is a close correlation here between low
income, heavy dependence on welfare support, and
uncertain and marginal ties to the less regulated seg-
ments of the labour market, including the grey or
informal sector. This correlation has still not been
adequately studied, despite extensive research and
investigation into “urban issues” since the mid-
1990s. Over time, this problem appears to be grow-
ing rather than diminishing, and becoming increas-
ingly racialized (see Molina 1997).

Since the mid-19gos, the proportion of those
born abroad has varied between 8% in all urban ar-
eas with “extremely high income” and over 50% in
all areas with “extremely low income,” and this in-
equality is growing rather than decreasing (Swedish
Integration Board 2002, Storstadskommittén [Ur-
ban Committee] 1997, pp. 55—57) as the individuals
and families with the greatest resources move away



from these areas and new groups of immigrants,
who come to Sweden mainly as refugees, move in
(see e.g. Andersson & Brama 2004).

The self-employed

As s the case in other immigrant countries in North-
ern Europe and North America, programmes that
attempt to promote self-employment have come to
be viewed as one of the most important strategies for
including people from countries outside of Europe
socially, enhancing their welfare and preventing
them from being excluded from the labour market
(Ds 2000:69, SOU 1996:55, 1999:49). Government
measures have thus contributed to further increasing
the degree of over-representation of people in the
self-employed category among other groups of for-
eign-born individuals from none-OECD countries,
and their children. This holds true even if other pa-
rameters, such as gender, age, education and other
factors of importance to one’s position and career in
the labour market are kept constant (Hammarstedt
2001, Scott 1999).

The likelihood of being self-employed increases
with a low level of education, which presumably
means that those with little education look upon
self-employment as an means of escaping unem-
ployment and dependence on social welfare support
(Lundh 2002, pp. 35-36). Self-employment offers
niches for individuals with immigrant backgrounds
who hold marginal positions in the labour market,
but it does not offer the career opportunities or in-
come growth enjoyed by permanently employed
“majority Swedes” (see e.g. Hjerm 2001). Accord-
ing to Hjerm, the positive effect on income reported
in a number of studies from the US (e.g. Light &
Rosenstein 1995, Waldinger 1996) thus appears to
fail to affect to the same degree the self-employed
among groups with immigrant backgrounds in Swe-
den. Small businesses with slim financial margins,
social uncertainty, extremely long work hours and
no unemployment insurance make it difficult for
many self-employed people to buy their way into
the Swedish social security system (see Levin &
Westréom 2001).

This supports Kloosterman’s (1999) contention
that the social democratic welfare states in Scandina-

via and the conservative Christian democratic wel-
fare states on the continent, such as Germany and
the Netherlands, create conditions for immigrants’
small businesses that differ substantially from those
in traditional liberal welfare states such as the US
and UK. The threshold for entry into the protected
and strictly regulated labour markets in the conti-
nental welfare states and Scandinavia is high. Im-
migrants and their children who succeed in getting
and keeping a job in the formal, regulated sector of
the labour market are generally less motivated to be-
come self-employed than immigrants in the US and
the UK where:

...self-employment is not engaged in so much due to
lack of openings in the least favourable segments of the
labour market, which against a background of impedi-
ments drive mobility to higher levels (Kloosterman

1999, p. 100).

The reason for becoming an entrepreneur in the
liberal Anglo-Saxon context, according to this line
of reasoning, is usually the hope of higher income,
while immigrants and their offspring in a social-
democratic or conservative context are more likely
to become self-employed as an alternative when all
other doors to the labour market appear closed. The
numerous low-paid jobs in liberal British and Amer-
ican contexts appear to stimulate various niches for
self-employment, while high labour costs and the
stricter controls in highly regulated welfare systems
and labour markets demand major investments from
small businesses.

As a result, self-employment and entrepreneur-
ship are exceedingly concentrated to a smaller
number of niches such as restaurants and retail,
where competition is fierce unless the “entrepre-
neurs” are driven underground, into the informal
economy, to avoid regulation and controls. This
situation led Hedi bel Habib (2001) to call Swe-
den’s new class of so-called ethnic entrepreneurs “a
new proletariat.” Such a perspective indicates that
an effective policy for combating social exclusion by
stimulating self-employment must be based on the
eradication of institutional barriers, and on long-
term and well-conceived growth and development
strategies (see e.g. Rosing et al., 2001).
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The importance of discrimination

As is the case in other old immigrant countries in
Europe such as Germany, France and the Nether-
lands, the increasing employment-related problems
for immigrants in Sweden since the 198os are tied in
with the outflow of jobs to new industrial zones glo-
bally. Like streamlining measures and technological
progress, this trend has affected in particular those
jobs in the traditional base industries held most of-
ten by immigrants. Refugees who received residency
permits in the 198os and 199os have also experienced
increasing difficulties in establishing themselves in
the protected and regulated, but increasingly seg-
mented, Swedish labour market. This probably ties
in with changed institutional frameworks for how
refugees are received (see e.g. the discussion in Sch-
ierup 1991). But it also has to do with new forms of
work organisation that stimulate the development
of so-called “homosocial” occupational groups, with
discriminatory effects, which lead to a deepening of
the unequal ethnic distribution of work in and be-
tween companies (Schierup & Paulson 1994; for an
alternative perspective see Bevelander 2000, Lundh
2002, Scott 1999).

New statistics from the Swedish Integration
Board (2002) point to the key role played by discrim-
ination in the disadvantaged status of immigrants
and their offspring in the Swedish labour market.
Company managers often appear to overlook the
expertise and qualifications of workers born in non-
EU countries (Swedish Integration Board 2002, p.
41 et seq.). Detailed register studies indicate that it
is hardly possible to blame exceedingly low employ-
ment rates and high unemployment among foreign-
born individuals on a lack of education. Education
certainly has some bearing, but to a much smaller
degree with respect to immigrants than to native
Swedes, and certain categories of immigrants are
clearly affected more than others (see also e.g. Berg-
gren & Omarsson 2001, Bevelander 2000, Ekberg
& Gustafsson 1995, Hjerm 2002, RRV 1992, Sch-
ierup & Paulson 1994, Spalloni 1994). The lowest
levels of formal education are found among those
born in other Nordic countries, who nevertheless
enjoy a relatively strong position in the Swedish la-
bour market. Conversely, immigrant men from Af-
rica and Asia are strongly disfavoured in terms of

70

employment, even though their levels of education
are on a par with those of native Swedish men, while
women with the same non-European origins have a
level of education corresponding to that of women
from other Nordic countries (Swedish Integration
Board 2002, p. 41 et seq.).

Indirect institutional discrimination appears to
be a significant factor in this context. The Swedish
Employment Protection Act seems to function, in
practice, as a sort of indirect institutional ethnic dis-
crimination according to, e.g. the Swedish Integra-
tion Board in its 2002 Rapport Integration [Integra-
tion Report] (Swedish Integration Board 2002, p. 40
et seq.). Employees from immigrant backgrounds
and with less seniority, in particular, are affected
more than native Swedes by corporate downsizing
and cutbacks. Individuals who came to Sweden as
refugees during the 198os and 19gos are particularly
vulnerable to such indirect discrimination. Immi-
grants who have lived in Sweden a short time are
used as a fluid reserve workforce or buffer in the la-
bour market.

However, a number of studies show that the role
of immigrants as a buffer against economic down-
turn also affects individuals with long seniority, and
that it is important to be aware of more direct dis-
crimination as well (Hjerm 2002, Swedish Integra-
tion Board 2002, p. 44 et seq.). Multivariate analyses
that eliminate the effects of immigrant over-repre-
sentation in “temporary jobs” and generally shorter
times in the labour market, and also correct for age,
gender, length of residency in Sweden, economic
sector, education and union affiliation, indicate that
patterns of dismissal during economic downturns
still affect immigrants more than native Swedes, all
other factors being equal (Arai & Vilhelmsson 2002,
Swedish Integration Board 2002, p. 45). This tends
to depend to only a very limited extent on profi-
ciency in the Swedish language (Arai et al., 1999,
Swedish Integration Board 2002, p. 49, Vilhelmsson
2002).

One special category that occupies a marginal-
ized position in the labour market consists of im-
migrants with long seniority and long residency
times in Sweden who take early retirement due to
the effects of poor health and long times spent do-
ing the most demanding jobs in the labour market



(Paulson 1994). However, Schierup, Paulson and
Alund (1994) assert that this is often attributable to
prior discrimination with respect to access to inter-
nal training programmes and opportunities for ad-
vancement to less demanding and more stimulating
and independent job duties.

Young people with backgrounds outside of Eu-
rope are, like their immigrant parents, particularly
vulnerable (Behtoui 2004; Lundh 2002) and run
(1998 data) nearly four times as great a risk of be-
ing jobless as people with two Swedish-born parents
(Lundh 2002, p. 74). Children of employed persons
born abroad have lower incomes than children of
“ethnically” Swedish parents, while children of un-
employed people or those employed in low-wage
jobs are at particular high risk of being marginal-
ized (Vilhelmsson 2002). This creates a degree of
vulnerability that is reproduced in each succeeding
generation. But what is particularly disturbing and
points to discrimination as an important long-term
factor is the fact that children of immigrants appear
to be markedly disfavoured even discounting their
proficiency in Swedish and their parents’ educa-
tion levels and labour market positions. Even chil-
dren of immigrant parents with better grades than
children of ethnically Swedish parents run twice the
risk of finding themselves unemployed as children
of native-parents (Lundh 2002, p. 74). According
to Behtoui (2004), it is likely that these patterns are
replicated because foreign-born persons and their
children do not have access to the social capital in
networks that benefit individual careers in a society
and labour market in which companies prefer to use
informal recruiting channels.

A study of post 199o trends also shows that more
and more young people with immigrant back-
grounds are dropping out of upper secondary school
(Olofsson 2005). In his book Turkar moter Sverige
[Turks meet Sweden], Reza Eyrumli (1992) asserts
that this may have to do with a sort of self-fulfilling
prophecy, in which young people with immigrant
and working class backgrounds draw the logical
conclusion that education and struggling towards a
professional career simply do not pay.

As a result, many young people from immigrant
backgrounds view self-employment as a way out of
social marginalization and, in an discriminatory and

ethnically divided labour market, as an alternative
to education as well (Eyrumlii 1992, Alund & Lun-
dqvist 2004). This is highly consistent with Levin
and Westrom’s (2001) conclusions. They indicate
that different types of institutional discrimination
affect immigrants’ opportunities in terms of start-
ing and running successful businesses, and that a
concentration of immigrant-run small businesses in
less attractive (and less investment-intensive) seg-
ments of the service sector is attributable to a lack
of financing. This can, in turn, be the result of an
inability or unwillingness on the part of banks and
other financiers to value actual experience and qual-
ifications among immigrants seeking loans. This can
force entrepreneurs from immigrant backgrounds
to become dependent on informal financing chan-
nels accessed through ethnic networks, even if the
majority of business owners from immigrant back-
grounds seem to view financing from lending formal
institutions as the key prerequisite for their business
(see also Levin & Westréom 2001).

The labour market’s grey zone

Until recently, the informal labour market in Swe-
den was probably limited to mainly “moonlighting”,
and engaged in by people who already had jobs in
the labour market’s formal, regulated sector. Ac-
cording to various international comparisons, the
scope of this grey economy has long equalled only
a fraction of the extensive informal economy of
Southern Europe, and is even less extensive than in
Germany and most other countries in northwestern
Europe. A relatively generous Swedish welfare sys-
tem, as in the other Nordic countries, has rendered
the mostly low-paying service jobs in the informal
sector relatively unattractive, even for a growing
group of people from immigrant backgrounds who
are dependent on social welfare support, just as they
are to other Swedes.

But Hjarne (2003) asserts, in a comparative study
of undocumented or “illegal” immigrants and the
informal labour markets, that even more important
than this, by international standards, is the extremely
strong trade unionism in the Nordic countries, and
not least in Sweden, the presence of unions even in
small workplaces, and the system of collective agree-
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ments and cooperation that exist among unions and
employer organisations (see also Chapter 14). This
system has effectively blocked the development of
an extensive unregulated labour market, not only
with respect to undocumented migrants, but also
as an alternative for those who are unemployed or
dependent upon social welfare support. Coopera-
tion between unions and employer organisations in
the Nordic countries has long rendered government
control and comprehensive policing activities, such
as those seen in Germany, largely superfluous (see
also Hjarne 2003).

"Today, however, the unions are facing new chal-
lenges with respect to control of the unregulated
labour market and new types of immigration that
have become more prevalent since the turn of the
century, particularly in the wake of the EU expan-
sion in 2004. But neither the unions nor the govern-
ment are as yet prepared to tackle these problems in
Sweden.

One current problem is the grey zone that has be-
gun to emerge in the Swedish labour market based
on the EU’ so-called “service directive.” Business
owners from the new member nations are interpret-
ing the directive as a right to operate in Sweden at
the wage levels of the countries where they are reg-
istered, while the Swedish trade unions insist that
these companies sign Swedish collective agreements.
The foreign-registered firms commonly function
as subcontractors to major Sweden companies. In
many cases they are in fact foreign-registered in-
dividual “business owners” who are represented by
special recruitment agencies, another phenomenon
relatively new in the Swedish labour market. How-
ever, this is often just a front for such companies’
use of immigrant labour at wages far below levels
set in Swedish collective agreements, and for their
disregard for work hour rules and safety regulations.
"This results in high numbers of on-the-job accidents
among these new “guest workers” (Pettersson et al.,
2004). Such arrangements are especially prevalent
in the construction sector, which is traditionally one
of the most regulated segments of the Swedish la-
bour market. But these recruitment agencies have
specialized in mediating cheap labour for agricul-
ture, industrial companies, cleaning and restaurant
businesses and household services.
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With the Vaxholm case serving as a particularly
high-profile test case, this new grey zone in the la-
bour market, which exists where EU legislation and
the Swedish collective agreement system confront
one another, is one of the biggest challenges facing
the trade unions.

The interpretation of the service directive is still
an unresolved dispute. The labour market is also
characterized by the increased unregulated or “il-
legal” immigration of the “paperless.” However,
the issue of “illegal” or “undocumented” immigra-
tion is an area that has as yet been little elucidated
by research in Sweden (see also Johansson et al.,
2005), in contrast to other parts of Europe, and es-
pecially Southern Europe (see also Schierup et al.,
20006, chapters 4, 7 and 9), where intensive research
has been conducted. On the other hand, such cases
have begun to be documented by investigative jour-
nalism (e.g. Ernsj66 Rappe & Strannegaard 2004)
and in a few union reports (e.g. Pettersson et al.,
2004; see also Johansson et al., 2005 for an over-
view). Estimates vary greatly but certainly indicate
a growing number of tens of thousands working in
an increasingly ethnicized underground economy,
most of whom for extremely low wages and under
extremely poor working conditions.” This also ap-
plies to the growing numbers of refugees who, as a
result of stricter Swedish asylum policy, are being
forced to hide from the police and authorities and
have become the most heavily exploited category
in the unregulated labour market. One notewor-
thy example among many is the growing market for
household services, which currently hires more and
more undocumented, and usually female, migrant
workers with no legal protection (Ernsj66 Rappe &
Strannegaard 2004). This entire trend is in fact leav-
ing the most vulnerable individuals in the Swedish
labour market with no protection against ruthless
exploitation, while at the same time usually affect-
ing those areas of the labour market in which legal
immigrants and Swedish citizens with foreign back-
grounds (from countries outside the EU15/OECD)
are overrepresented. According to Slavnic (2000,
2002), one particularly exposed category comprises
already socially excluded inhabitants from foreign
backgrounds who must supplement shrinking social
welfare support benefits with income obtained in



the labour market’s increasingly exploitative, com-
gly exp
petitive and unreliable informal sector.

Internationalisation of research

The Swedish labour market is characterized by in-
creasingly fluid forms of ethnic divisions of labour. I
have touched on some aspects of this above, such as
the systematically unevenly distributed employment
rates, the over-representation of immigrants in the
growing flora of atypical jobs, the special problem
area of small businesses, and the ethnification of
the informal sector. Important parts of this complex
Swedish vertical mosaic have been insufficiently
elucidated by research, as a result of which there
is insufficient knowledge on which to base future-
sighted policy.

The status of immigrants in the labour market
has certainly drawn more research attention in re-
cent years. There are now a number of detailed reg-
ister studies of issues such as employment rates, in-
dustry affiliation, education, dependence on social
welfare support, etc., to which I have already allud-
ed. The Swedish Integration Board is following up
on these issues in ever-greater depth. This has led to
statistical elucidation of a number of patterns that
show discrimination to be an important factor in the
ethnic division of the Swedish labour market, and in
working life. Qualitative analyses of institutionally
embedded discourses, which provide the basis for
official policymaking, among labour market players
offer supplementary insights.

But current Swedish research needs to be both
broadened and deepened. Research is needed on in-
stitutions and organisations, and on the institutional
conditions and assumptions associated with greater
integration in both public and private-sector work-
ing life. This applies, for instance, to issues regard-
ing how changes in recruiting routines and quali-
fication assessments impact immigrants in a time
when corporate strategies, labour organisations and
government activities are changing rapidly. It has to
do with how legislation and political demands for
diversity and measures to combat discrimination are
being applied by companies, unions and government
agencies. A broad EU perspective is needed with re-
gard to research on working life, integration and

diversity. By focusing on discrimination, EU direc-
tives and the EU’s transnational development pro-
grammes in the area of employment strategy have
drawn attention to changes in business and social
organisations and their ability to promote or hinder
inclusivity in working life and in society.

Swedish working life is currently characterized
by deep and pervasive change processes in which
growing ethnic diversity is one of the key elements.
We see a trend toward a post-industrial network and
niche economy, where migration and ethnic net-
works are becoming increasingly important in the
structural transformation of the labour market, the
development of new organisational forms, and to
the changing conditions and assumptions of Swed-
ish working life. The international research on inte-
gration and diversity offers important perspectives
that need to be incorporated in Swedish research.

Swedish research on integration and diversity in
working life needs, in general, to develop a more
international perspective, both in terms of the re-
search problems that are chosen and with respect
to renewed theoretical perspectives. Focusing on
long-term structural transformation in the economy
and Swedish working life is key, as is the connection
with globalization and changes in the welfare state.
Swedish research should contribute both empirical-
ly interesting research and theoretical advancements
at international level.

Notes

1. That is to say, those born in the EU, EEA, US, Canada,
Australia or New Zealand.

2. It should be noted, however, that all estimates are highly
uncertain (see also Johansson et al., 2005).
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CHAPTER 7

Disability and working life

Stig Larsson

Knowledge concerning disability in various power and diversity perspectives is conspicuous by its
absence. This applies not least to working life and its organisation.

Stig Larsson writes that views on disability have altered dramatically since the end of the Second
World War. Swedish policy in the field appears to have incorporated this new basic outlook, where
civil rights, diversity, mainstreaming and full participation are the watchwords. The disability studies
conducted to date in Sweden have helped put the focus on lack of participation, but not on power or
diversity perspectives. The debate has been dominated by political and ideological arguments rather
than attempts to formulate measures on a scientific basis.

In this chapter we will discuss a number of fundamental work science issues in the disability field,
such as the definition of the concept and the measures that can be adopted to make it easier for peo-
ple with disabilities to work. The effects of the essentially different efforts undertaken to assist people
with disabilities in getting or keeping jobs can vary over time and from country to country, but they
vary most from context to context, both workplace-related and individual. This is where most work is

needed to build a scientifically sound body of knowledge, according to Stig Larsson.

Who is disabled? How many people with disabilities
are there in Sweden?

In this chapter I will endeavour to discuss a
number of fundamental work science issues in the
disability field. One is: how is disability to be de-
fined? Another is the issue of whether a comprehen-
sive discourse exists that is based in part on welfare
policy, where it is necessary to define in precise le-
gal terms what conditions warrant specific benefits.
Important elements in defining the concept of dis-
ability status include the UN’s declaration of hu-
man rights and the international standard rules in
the disability field that have been formulated in the
spirit of that declaration.

Another key question has to do with how many
individuals with functional disabilities there are who

are of working age. I will confine myself mainly to
Sweden. The number of people with disabilities is
probably connected with the way in which society
accepts them as a group. It is reasonable to assume
that the most important changes are attributable to
developments in the area of public welfare.

Third, I will attempt to summarize the status of
Swedish working life research in this particular field.
I will also tie in international disability research,
which is consistent with Swedish research in many
important respects.

Conceptual development in terms of policy

The modern view of people with disability has
evolved gradually, and is in stark contrast to the
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old view, which was characterized by institutional
thinking and segregation. No studies have been
conducted concerning how the modern concept was
formulated as a result of the efforts of the disability
movement, various types of scientific contributions,
public welfare policy or demand for international
harmonization. But all these factors are important
for understanding how various perspectives on
disability have taken shape. Sweden and the other
Scandinavian countries have been pioneers in many
important ways. A significant break with traditional
thinking in terms of disability policy occurred back
in the mid-1960s as a result of the Swedish Social
Policy Committee’s report, in which a number of
principles were formulated that became important
cornerstones of modern disability policy, includ-
ing the idea that people with disabilities must be
factored into all aspects of society: social planning,
residential construction, schools and colleges, the
labour market, social insurance systems and cultural
life.

During the 1960s people with disabilities were
pushed into the spotlight in the equality debate
engendered by organisations for the handicapped.
The central committee of the Swedish Association
for the Handicapped (HCK) formulated the envi-
ronment-related conceptual definition of handicap. In its
1972 programme, HCK asserted that: “handicap is,
in large measure, a result of deficiencies in society.
Handicap can consequently be eliminated. This can
be accomplished by changing society.” In its final re-
port, the Swedish Disability Commission [Handika-
pputredningen] adopted this viewpoint. The phasing
out of homes for the disabled, the introduction of
allowances for housing adaptation, municipal dis-
ability councils and state funding to provide trans-
portation services for the disabled were all results
of the study. This laid the groundwork for modern
disability policy.

However, the foregoing cannot be analyzed in
isolation from other aspects of social policy. There
were also dramatic reforms in the social insurance
field during the 1950s. Public health insurance was
introduced and, in the social insurance reform of
1962, improvements for people with long-term ill-
nesses were introduced. Handicap compensation
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and care allowances paid to parents with function-
ally impaired children were expanded later.

An ambitious effort was launched in terms of la-
bour market policy even before the end of the Sec-
ond World War, through a certain government com-
mittee. The committee’s efforts had a major impact
on the introduction of various measures to enhance
the ability of individuals with functional impair-
ments to work. The committee also introduced the
term “normalisation principle,” i.e. the principle that
no measures were to be undertaken specially for the
people with disabilities before an attempt had been
made to adapt measures undertaken in the labour
market.

Following the Second World War, many other
countries formulated active policies for rehabili-
tating those who had been injured during the war.
Rehabilitation methods and the development of
technical aids become important fields of endeavor.
These efforts also had an impact on Sweden. As ac-
tive labour market policy made its presence felt dur-
ing the 1960s, and the conditions for occupational
rehabilitation and support for people with occupa-
tional handicaps improved. Since then, the Swedish
Employment Protection Act and the Swedish Work
Environment Act have strengthened the position of
people with disabilities in the labour market. The
Swedish Act to Prevent Occupational Discrimina-
tion against Persons with Disabilities was intro-
duced in 1999. This Act establishes that individu-
als with disabilities are entitled to work on the same
terms as others.

Internationalisation of the concept

In 1982 the UN general assembly adopted its world
action programme for the handicapped, and dedi-
cated a special decade to handicap issues. The UN
held an evaluation conference in Stockholm in
1987. One of the conference resolutions was a call
to prepare for a convention on the rights of the peo-
ple with disabilities. The Swedish government at-
tempted to promote the idea of such a convention in
cooperation with a number of other countries, but
was unsuccessful. The UN’s Economic and Social
Council and the Social Development Commission
were called upon to create a work group to formu-



late standard rules with a view to giving people with
disabilities equality and participation in society.
These standard rules were adopted by the UN gen-
eral assembly in the fall of 1993. A world conference
on human rights held that same year announced
that special attention should be devoted to ensuring
that people with disabilities were not discriminated
against, and that they were accorded equal treat-
ment in terms of human freedom and rights in all
segments of society.

Many countries, including the US, Australia, the
UK and South Africa subsequently adopted laws to
prevent discrimination on the basis of functional im-
pairment. The US is the country that has gone the
farthest, with the adoption of the Americans with
Disabilities Act (ADA) in 1990. The Act addresses
three main areas: the labour market, states and mu-
nicipalities, and commercial enterprises. The un-
derlying principle of the Act is that discrimination
against anyone on the basis of a functional impair-
ment is forbidden. The definition of discrimination
also includes denial of access in the environment
and in business, also known sometimes as indirect
discrimination. The ADA empowers private per-
sons to sue companies and government agencies on
the grounds of discrimination. When a suit involv-
ing discrimination based on denial of access is heard
in court, consideration is given to the magnitude
of costs for undertaking adaptive measures in rela-
tion to the principle’s financial resources. The UN’s
standard rules have played a very major role both
in putting handicap issues on the political agenda in
other countries and as a means of developing certain
minimum standards in the area of disability policy.
This has been the case in Sweden as well. For in-
stance, the efforts of the Swedish handicap ombuds-
man have been based on the UN’s standard rules.
An intensive effort has been under way in the UN
for several years to bring about an international con-
vention with regard to prohibitions of discrimina-
tion against people with disabilities.

There has been extensive discussion among re-
searchers in recent years regarding the disability
concept, based in part on efforts to achieve inter-
national harmonization undertaken by the World
Health Organisation (WHO). The new WHO
classification, i.e. the International Classification of

Functioning (ICF), attempts to harmonize medical
and social views on disability in what may be termed
a biopsychosocial model. Each aspect is described in
terms of the interplay between what are viewed as
the individuals’ innate characteristics and her social
and physical surroundings. ICF emphasizes partici-
pation, and attempts to show the complexity of the
interplay between various perspectives on disability,
as illustrated in Figure 7.1. Human activity stands at
the centre, but the disability can be viewed against
the background of the importance of the body func-
tion, health conditions, participation, and environ-
mental or personal factors.

Like other people, those with disabilities may be-
long to groups that are socially more or less clearly
oppressed or marginalized. Terms such as “double
oppression” or “double discrimination” are some-
time used. However, criticism has been levelled at
this usage, in that it is considered to be indicative of
some sort of hierarchy between different marginal-
ized structures despite the fact that they actually in-
teract (Hill 1994). The term simultaneous oppression
(Stuart 1992) has gained favour as an alternative.

How many people are disabled?

The proportion of the population that belongs to
this group varies greatly, depending on how one
defines those with disabilities. The incidence of
functional impairments also varies strongly between
different age groups. Functional impairments are
the rule rather than the exception among those
over 8o. Disease conditions, functional disabilities
and handicaps are often combined in most attempts
to estimate the number of people with disabilities.
"This was the case to some extent in the most recent
attempt to obtain a general overview of the situa-
tion facing individuals with disabilities, which was
conducted within the framework of the so-called
Vilfirdsboksluter [Swedish Welfare Commission re-
port] (SOU 2001:56). The breakdown according to
this study is presented in Table 7.1.

The study that may best elucidate the incidence
of functional impairments is a supplement to the
Labour Force Surveys (LFS). The first such was
conducted in the fourth quarter of 1996. The survey
has since been repeated every two years, in the same
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Figure 7.1. Diagram of International Classification of Functioning, Disability and Health (ICF). Source: WHO (2001).

quarter. The latest results are presented in Figure
7.2. As Figure 7.2 shows, roughly 20% of Sweden’s
working-age population indicated that they had
some form of functional impairment. The respond-
ents were asked to answer the following question:

Do you belong to the group that bas a disability? A

disability includes impaired vision or hearing, voice or
speech problems, restricted mobility, allergies or any

Table 7.1. Proportion of the population with various

functional impairments, 1998 — 1999.

16-64 65-84
years old, % | years old, %
Impaired hearing 8.5 27.7
Impaired vision 0.7 6.2
Restricted mobility 2.5 21.2
Chronic mental disorder 3.1 2.9
Has at least one of the foregoing 13.3 44.8
functional impairments
Restricted mobility of arms/hands 7.3 25.5

Source: Statistics Sweden'’s Survey of Living Conditions (ULF)

8o

sort of mental functional disability. Such problems
may also include diabetes, beart/lung problems, gas-
trointestinal problems, psoriasis, epilepsy, dyslexia or
something similar (SCB 2003).

I myself have, in other contexts, presented a meth-
odological critique of the survey design (Larsson
2000), which makes it likely that the proportion of
individuals with functional impairments is greater
than the survey would indicate. The inclination to
admit in an interview-based survey that one has a
functional impediment may shed light first and
foremost on the social and medial climate facing the
people with disabilities. Today there should be no
doubt that 20 — 25% of the working-age population
say that they have some form of mental or physi-
cal disability. The gender breakdown is roughly the
same as that of the population as a whole. On the
other hand, there are differences between the gen-
ders with respect to certain types of disabilities, as
shown in Figure 7.3.

A greater share of women than men suffer from
restricted mobility, asthma/allergy or some other
form of hypersensitivity. A higher proportion of



Functionally impaired: 20.8 %
Men 20.7 %

Women 20.9 %

Not functionally impaired: 79.2 %
Women 79.1 % Men 79.3 %

With reduced working capacity 10 %
Women 10.8 % Men 9.1 %

Without reduced working capacity 10.2 %
Women 9.3 %

Men 11 %

Figure 7.2. Segment of population with some type of functional impairment. Source: Statistics Sweden (2003).

men than women report hearing loss, cardiovascular
disease, diabetes and lung disease. The figure also
shows that every 20th person of working age (5.1%)
suffers from asthma/allergy or some other form of
hypersensitivity. Both the latest and earlier surveys
confirm that restricted mobility is the most common
type of disability in the working-age population.
Figure 7.2 shows that about half of those who
consider themselves to have, in their own view, a
disability; this accounts for nearly 10% of the en-
tire working-age population, or roughly 560,000
people. But there are other metrics for this group.
Those who take early retirement have, by definition,
an occupational disability, and they totaled roughly
540,000 as of December 2004. Added to this is the
group of those who are sick-listed long-term. At that
same time, there were 239,672 cases of illness that
had lasted longer than 30 days. The number of those
taking early retirement and those sick-listed long-
term are thus clearly higher than the figures arrived
at by Statistics Sweden. There are also other groups
that that have occupational disabilities by defini-
tion, namely those with “occupational handicaps” (a
somewhat odd and imprecise term that is used in
the National Labour Market Board [AMS]). There
are roughly 25,000 people working in Samhall who
are “occupationally handicapped,” and there are
roughly 50,000 who receive wage subsidies (only
a small portion of them can have been sick-listed

long-term, be on partial early retirement or receiv-
ing sickness benefits). There are also a number of
other “occupationally handicapped” individuals in-
volved in other types of labour market policy meas-
ures who were neither sick-listed nor retired during
the period in question. People of working age with
occupational disabilities, as validated by comparison
with official statistics, thus yield a significantly high-
er figure, 15% rather than 10%. One reason for the
discrepancy may be that people with some mental
i.e. psychiatric disabilities, feel ashamed and are thus
unwilling to admit that they are disabled.

Working life research

Even though the proportion of working-age people
with disabilities may be as high as 25%, and even
though more than one-fifth of working-age people
are supported totally or partly through subsidies
and benefits, there has been fairly little research in
this area. But this does not mean that many of the
research initiatives that have been undertaken have
not shed light on an area where many are fumbling
in the dark. Instead of trying to formulate measures
on a scientific basis, the debate has been dominated
by political and ideological arguments. A burden
of shame has consequently often been structurally
imposed on those who personally contribute to the
high incapacity rate. The public debate is sometimes
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Figure 7.3. Breakdown by type of functional disability and gender.

politically populist and heated, but it is seldom driv-
en by the important research which, despite every-
thing, does exist.

The overview conducted by Backenroth-Ohsa-
ko et al. (1996) indicates that working life research
on functional impairments was fairly limited until
about ten years ago. However, a recently published
overview based on the novel theme “A working life
for all” by the National Swedish Institute for Work-
ing Life does point to a degree of growth (Norlén
2005). The overview was intended to provide some
idea of the publications and projects funded by re-
search organs that are available regarding the work-
ing lives of people with disabilities. The overview
asserts that:

..given the large share of the population that believes
itself to have a disability, there are relatively few pub-
lications I find that address the combination of work-
ing life and functional impairment. The number of
publications incorporating an employer/organisation
perspective is particularly low (Norlén 2005).
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An evaluation of the Swedish disability research that
the Swedish Council for Working Life and Social
Research [FAS] had done points clearly to a strong
bias toward pedagogical and psychological research.
"This is likely due in part to the fact that research
on disability has had mainly to do with developmen-
tal disorders and impaired intellectual function, ar-
eas where the behavioral sciences, i.e. pedagogy in
general and special education in particular, hold a
strong position. A Swedish and Nordic network of
disability researchers has also emerged among those
who have been focused on research concerning de-
velopmental disorders. As a result, research in terms
of culture, family life, politics and working life has
been underrepresented, especially when the subtext
has had to do with entitlement to equal treatment. In
contrast to research on gender or ethnicity, Swedish
disability research has partly neglected these socio-
logically key fields.

Working life and disability constitute large fields,
which both individually and jointly entail different
levels of abstraction with different delimitations.



The researcher is scientifically involved in multiple
disciplines and can approach problems at the macro,
meso or micro level.

Human performance capacity in relation to soci-
ety’s level of technological advancement creates the
conditions for working life. People with disability
and their participation in the workforce are limited
in the same way. The institutional limits and frame-
work for working life determine how people with
various shortcomings (read: disabilities) are exclud-
ed from or included in working life.

As noted, the general incapacity rate has been
at the heart of the political debate in recent years.
Many consider the number of people who are sick-
listed long-term or have taken early retirement (re-
ferred to as sickness compensation or activity com-
pensation since 2003) to be far too high. Roughly
one in ten people of working age currently receives
activity or sickness compensation, even though far
from all of them receive full sickness benefits; many
receive 25, 50 or 75%. Many are older than 55. The
increase in the number of people taking early retire-
ment and those sick-listed long-term is attributable
in part to demographic factors. The share of the
population that is reaching retirement age, i.e. those
who are older than 55, is increasing. The older the
labour force, the more it will, understandably, be af-
tected by disease and functional impairments.

Another well-known correlation is the one be-
tween economic conditions and functional disabil-
ities. The proportion of disabled people decreases
when labour is scarce, and increases corresponding-
ly when the economy is weak (Larsson 1996). This
correlation depends mainly on the ways in which
the political and social systems are structured. It is
obvious that sickness and unemployment insurance
schemes are interdependent. Each individual who
does not have access to a reasonable job will try to
find his or her most rational solution, which may be
unemployment compensation or sickness compen-
sation.

The simplest way to reduce the proportion of
people who are dependent upon social welfare sup-
port is of course to make such support so unattrac-
tive that one will avoid becoming dependent on it at
all costs. What is usually overlooked in the debate is
the fact that it has taken a long time for the working

population to obtain solid financial security when
faced with chronic disease or disability. The right
to not have to work when one is ill or functionally
impaired, and to be able to receive reasonable com-
pensation have been obvious goals, as has independ-
ence from employer assessments. The question is
whether this goal is about to be abandoned.

In Sweden, differences between social insurance
and labour market policy have, in part, determined
attitudes toward disability. One mantra has been
“stay at the labour market’s disposal,” i.e. so that you
can be included in labour market policy initiatives.
If, on the other hand, you are sick (sick-listed or re-
ceiving sickness compensation, or “on early retire-
ment” in previous terminology), you cannot remain
at the labour market’s disposal.

The research in this area has often been deter-
mined by this administrative categorization. Two
people who are both, for example, visually impaired
and have identical educational backgrounds and oc-
cupational experience will be treated entirely dif-
terently, depending on whether they are living on
unemployment insurance or sickness compensation.
In the former instance they will be eligible to par-
ticipate in labour market policy initiatives, while
in the latter they will be entitled only to whatever
is offered in the context of sickness compensation.
In some cases the differences are not all that great,
while in others they can be dramatic.

These administrative boundaries pertain not
only to these two sociopolitical areas, but also to the
lines between, e.g. municipality, county council and
Swedish state. This has sometimes had astounding
consequences. One notable case involved a vision-
impaired individual who was denied instruction in
Braille because of how administrative boundaries
had been drawn up (Larsson 2003).

Some of the studies conducted at the Swedish In-
stitute for Labour Market Policy Evaluation (IFAU)
have also been delimited by such administrative di-
visions. For instance, an international comparison
indicates that the labour market policy initiatives for
the so-called “occupationally handicapped” stand
out as being effective (Bergeskog 2001), but the
studied group did not include two major groups, i.e.
those who have been sick-listed long-term and those
who have taken early retirement. When we discuss
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research on disability in working life, it is thus im-
portant to be aware of which administrative domain
is used as the starting point, and whether there is
any movement between different areas.

Disability and work

The disability concept is diffuse, and acquires con-
tent only in relation to different situations, such as
the supply of and rights to financial compensation
and support under the law. In this sense it may be
relevant to speak of the nature and degree of disabil-
ity. In the area of occupational injury insurance, and
in many individual insurance schemes, the authori-
ties often employ the term “degree of invalidism,”
by means of which they attempt to assess the finan-
cial impact of different functional disabilities on a
case-by-case basis. The degree of functional disabil-
ity seldom serves as the starting point in the debate
concerning, for instance, working life-oriented ini-
tiatives. On the other hand, groups are studied fairly
often, such as the vision-impaired, those with re-
stricted mobility, the deaf and the hearing-impaired.
Some of the studies have been initiated by various
associations for people with disability. However,
they seldom maintain particularly high levels of sci-
entific quality. They usually consist of questionnaires
directed to the organisation’s own members. There
are, however, also numerous examples of ways in
which work science researchers can successfully use
various diagnostic groups as a starting point.

A working life that includes people with disabil-
ity has two basic characteristics. First, it must come
to terms with the labour force which, due to illness
or accident, has sustained a functional impairment
and may require vocational rehabilitation. Second,
people with functional impairments should have the
same opportunities to get work as other people. In
theory, it may be said that there are eight different
institutional ways to promote an inclusive working
life, as shown in Table 7.2.

"Table 7.2 shows the theoretical approaches that
have been identified. They are evident in the laws
of many countries. Legislation against discrimina-
tion is not the same thing as countering discrimina-
tion. For instance, it has been shown that gender
discrimination targets seldom achieve success. It is
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Table 7.2. Methods for achieving increase

participation of people with functional impairments
in working life
Method

Example

Anti-discrimination legislation | Currently exists in Sweden

Protected jobs Currently exist in Sweden via

Samhall

Subsidies to employers Wage subsidies

Adaptation of the labour
force

Labour market training

Adaptation of the workplace | Technical aids, training

Subsidies to individuals Start individual subsidies

Quotas Used in, e.g. Germany

e.g. ONCE in Spain

Monopolized jobs

safe to assume that things are no easier in the dis-
ability arena. The role that legislation can play in
the process of creating standards is an entirely dif-
ferent matter.

Scheduled jobs can be provided in various forms.
In Sweden, Samhall has had a monopoly over the
last few decades. With its roughly 20,000 occupa-
tionally handicapped people, Samhall has contrib-
uted to creating jobs for people with functional
impairments, mainly by procuring production as-
signments, primarily on a subcontracted basis. The
design of the scheme has been criticized in Sweden
because it is fairly expensive (Samhall had received
more than 100% in financial support per occupa-
tionally handicapped person), because it is inflex-
ible or because it competes with regional businesses.
There are those who maintain that it could be more
flexible, and that different work-cooperative solu-
tions could be introduced into the system.

Scheduled jobs have met new regulation in Swe-
den in 2006. The same is true of the most important
support provided to employers, i.e. wage subsidies.
But subsidies for employers can come in many dif-
ferent forms; they can also pertain to what is termed
“labour force adaptation” in the figure, which usu-
ally consists of training. Relocation, in which a per-
son is given a job that he or she can manage despite a
functional impairment, pertains to adaptation of the
workplace, which can also be encouraged in many



different ways. Different fee or tax systems will
stimulate companies to adapt their working envi-
ronments in order to, for instance, reduce absentee-
ism due to illness. In the table, we will concentrate
on steps taken to solve the problems of individual
companies and employees from a micro- or meso-
perspective.

Subsidies to individuals are not used to any great
extent as a means of stimulation in Sweden. One
example is a subsidy for starting a new private en-
terprise, which is not specifically for people with
disability. However, in its extended form it does,
according to the regulatory framework, apply to
particularly exposed groups, including women and
those with functional disabilities.

Sweden has no quota system, i.e. requirements
imposed on employers to hire a certain percentage of
people with functional impairments. Germany, like
many other places in Europe, does have such quo-
tas, and the legal requirement there is 4%. Those
employers who fail to meet the quota are subject to
fines. Quota systems have not been viewed as par-
ticularly successful in some countries, but the dis-
ability organisations in Germany want to keep the
quota rule in force.

In Sweden we do not at present have monopo-
lized jobs that are reserved for people with function-
al impairments. Such arrangements were in place a
number of years ago when, for instance, municipali-
ties would reserve certain kiosk sites or store sites for
business owners who were functionally impaired. In
Spain, the national organization for the vision-im-
paired, ONCE, was granted the privilege of running
a revenue-generating nationwide lottery.

The effects of these, in principle, different efforts
to help people with disabilities get or hold jobs can
vary over time and from country to country, but they
vary most from context to context, both workplace-
related and in terms of individuals with disability.
There is still much to be done to establish scien-
tifically sound knowledge for evidence-based initia-
tives. The National Swedish Institute for Working
Life’s initiative under the theme “A working life for
all” may help to shed light on the interplay between

support factors, businesses and functional impair-
ments among employees and potential employees.

Parts of working life research in general have, un-
derstandably, major importance to particularly vul-
nerable groups. Political initiatives and agreements
in working life that are intended to create a safe and
meaningful working life are often especially impor-
tant to people with disabilities.

Attitudes toward handicap have altered dramati-
cally since the end of the Second World War. Swed-
ish disability policy appears to have incorporated
this new basic outlook, where civil rights, diversity,
mainstreaming and full participation are the watch-
words. The national goals for handicap policy (Gov.
bill 1999/2000:79) state that such policy must work
toward bringing down obstacles to the full partici-
pation of people with disability in society. These na-
tional goals are formulated as follows:

* A social community based on diversity

* A society structured so that people of all ages with
functional impairments will be full participants in
society

¢ Equality in terms of living conditions for boys,
girls, men and women with disabilities

The policy further states:

Disability policy is ultimately a question of egalitari-
anism: society must be based on the perception that all
people are of equal worth, have the same basic needs
and should be treated with the same respect, that di-
versity enriches, and that each individual, with their
knowledge and experience, is an asset to society (Gov.
bill 1999/2000:79).

"The disability research conducted to date in Sweden
has helped shift the focus to insufficient participa-
tion, but knowledge of disabilities in different power
and diversity perspectives is conspicuous by its ab-
sence. This is true not least with respect to working
life and how it is organised.
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CHAPTER 8

The growth of project organisation
and its effects on working conditions

Niklas Arvidsson and Eskil Ekstedt

Greater personal accountability for results, strict demands in terms of social skills, and increased per-

sonal responsibility for companies’ financial risks. These are the realities facing increasing numbers of

employees when companies use project-based working methods.

According to Niklas Arvidsson and Eskil Ekstedt, more and more people are working more and more
often on a project basis. This is one of the most important long-term changes in Swedish business life,
noting that, on one hand, project-based work can be engaging and inspiring, but that it is also character-
ized by specific time frames and performance requirements that create stress. Swedish companies are

changing rapidly in order to adapt to, or rather survive in, a neo-industrial economy. But projects impose
an entirely new set of demands on employees, who are compelled to take individual responsibility for
their advancement and careers, sometimes even to the point of assuming the company’s business risks.

Project-based work puts the emphasis on performance, and a special sort of leadership evolves in this

context that does not necessarily incorporate human or social aspects.

The Swedish business community is changing rap-
idly in order to adapt to a neo-industrial economy.
We will discuss how companies are organizing their
operations internally to be internationally competi-
tive in this new situation, and how these changes are
affecting working conditions. Our conclusions indi-
cate that a new sort of division of labour is emerg-
ing between manufacturing companies and project-
based business-related service companies, and that
project solutions are also becoming increasingly
common in manufacturing companies. This is lead-
ing to greater involvement among employees, while
at the same time producing periods of substantially
elevated stress. Work is becoming more perform-
ance-oriented, and employees are assuming greater
financial risks.
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In the following we will on one hand discuss pro-
jectification related to a new division of labour be-
tween manufacturing companies and project-based
business related service companies, and on the other
hand projectification in manufacturing companies.

A new division of labour in a new society?

There is much to indicate that international work-
ing and business life has undergone a major trans-
formation over the last few decades. The industrial
society in which we lived during much of the last
century has been replaced by something else (Bell
1976, Touraine 1971). Piore and Sabel (1984) refer
to this as “the second industrial divide,” pointing to
the flexible specialization in the network-based Ital-
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Figure 8.1. Employment in manufacturing industry and business-related services, 1989-2003.

ian business community to illustrate what they mean.
Castells (1996) has built on Piore and Sabel’s work,
describing business in the new society as a network-
based cooperative relationship between companies
and other players. Putnam (1992) considers social
capital, i.e. mutual trust and confidence, to be at the
heart of these networks. There are also indications
that individuals and organisations are, in their roles
as consumers, citizens and companies, becoming
more demanding and acquiring greater influence
over how products and services are designed and
conformed (see Beck 1992, Inglehart 1990, Nor-
mann 2001, Zuboff & Maxmin 2002). This trend
applies perhaps mainly to trade between companies,
known as “business-to-business”. Companies can
no longer trust solely in the traditional managerial
capitalism type of industrialism’s recipe for success,
i.e. technical research and development, large-scale
production and smart marketing, but must be more
oriented towards its business environment in or-
der to understand what creates value for customers
(Normann 200T1).

The Swedish companies that made themselves
highly competitive internationally during the era
of traditional industrialism must change in order

to maintain their positions. A great deal has al-
ready happened. Parts of industrial production have
moved to Eastern Europe, India and China. In light
of such developments, we will study the changes in
the Swedish business world from an organisational
perspective and, most importantly, discuss their con-
ceivable impact on how companies organize their
operations internally to be internationally competi-
tive, and what potential effects this could have on
working conditions at these companies.

Developments in the Swedish
business community
How is the organisation of operations in the Swedish
business community affected? The number of those
employed in industry has clearly declined since the
mid-1960s in Sweden, as a result of automation and
technical advancements, but jobs in industry-sup-
porting service businesses have simultaneously in-
creased in number, just as in many other countries,
and over a number of decades (Singelman 1978,
Ullstrém 2002). The long-term decline of industrial
companies has thus been offset by growth among
knowledge-intense service companies. There seems
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to be a complementarity between manufacturing
and service activities.

Statistics Sweden’s figures on the numbers of peo-
ple employed in industry and industry-related serv-
ices reveal a noteworthy trend during the latter part
of the 20th century: since 1993, the number of those
employed in business-related services! has increased
by 50%, from 270,000 people to 407,000. Over that
same period, employment in industry’ rose from
a historically very low level of roughly 600,000 to
nearly 653,000 employees in 2003 (see Figure 8.1).
The increase for industry must be considered in light
of the dramatic decline in the early 199os, follow-
ing a major economic crisis, and is in part attribut-
able to an economic rebound. The total number of
people employed in Sweden rose from 3,748,000 to
4,095,000, which indicates that the growth among
business-related services accounts for nearly 40%
of Sweden’s total increase in number of people em-
ployed?®. Growth on the part of industry accounts for
0% of the total increase over the same period. The
two sectors together thus account for half of the total
increase from 1993 to 2003, which may be compared
to their shares of the total number of employed per-
sons, i.e. roughly 25%. The number of people em-
ployed in business-related service jobs over the last
decade has thus risen dramatically.

"To understand the effects of these changes on the
organisation of work and working conditions in the
Swedish economy, we must deepen our analysis of
the segment of the economy in which jobs are grow-
ing fastest, i.e. business-related services. But we will
also discuss the manufacturing industry, since it is
closely related to these business-related services.
One reason for the increase is that services that were
formerly carried out in industry are now being op-
erated by specialized service companies instead. But
this is about more than just jobs moving from one
statistical group to another, from industry to serv-
ices. The fact is that total employment figures in
both of these branches rose notably during the late
1990s, and that the service content is important in
both branches.

This trend also entailed real changes in terms of
how work is being organised, which impacts both
internal and external efficiency in both these types
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of enterprises, and may lead to additional growth in
these sectors.

It is difficult for us to say whether similar ten-
dencies exist in other segments of the economy, but
it is not inconceivable.* We have taken our exam-
ples from service companies and major corpora-
tions. Smaller businesses, mainly subcontractors to
major companies, are affected only indirectly, since
they are usually tied to the larger companies (Sund-
in 2003). Nor will we address time-limited jobs, so-
called “project positions” in this chapter.’ In other
words, we will concentrate on forms of organisation
rather than forms of employment.

Project-based business-related services

Our basic question has to do with how operations
in companies that provide business-related services
are organised. Studies have been conducted in the
areas of computer and I'T-related service businesses
(Swedish standard industrial classification code
72), research (code 73) and consulting and other
business services (code 74) that indicate that project-
based organisation is the method most commonly
used to organize operations there. S6derlund (2005)
stresses that the I'T industry and research organize
their activities mainly on a project basis. According
to Sydow et al. (2004), project-based organisation
is also common in the consulting business with re-
spect to bookkeeping, marketing, advertising, ar-
chitecture, law, technical consulting for I'T systems,
organisation and management development and PR
activities. Activities in the cultural sector, e.g. the
fashion, film production, video game and publicity
industries, are also organised mainly on a project ba-
sis, just as high-tech businesses, including software,
hardware and multimedia development (Sydow et
al., 2004).

Business-related service companies are thus usu-
ally organised on a project basis. Because most of
these companies’ customer services are organised in
project form, projects assume inordinately high stra-
tegic importance. Other supporting functions such
as human resources, marketing and distribution
usually reside in the more enduring and permanent
parts of the overall organisation (Lindkvist 2004).
That these companies use the project model is the



result of their characterising features. Business-re-
lated services are generally focused on development
or change, and based on personal, albeit profes-
sional, relationships between individuals as buyers
and sellers, making the advantages of project-based
organisation decisive for success. The project man-
agers become a direct link to the customer organi-
sation’s buyers, and the project results are a direct
measure of how well the work has been done. All
in all, the trend shown in Figure 8.! points toward
increased use of project-based organisation, because
the fastest-growing sector, business-related services,
is also the sector that is, in large measure, organised
on a project basis. This sector grew, in terms of the
proportion of the total number of people employed
in the Swedish economy, from 6% in 1989 to 10%
in 2003.

The results from our interviews and our own ex-
periences from having worked in companies classi-
fied as business-related services also support these
conclusions. Business-related services, i.e. “project-
based organisations” use the project model to or-
ganize their offerings to customers. The projects,
which often also involve customer representatives,
are direct income generators, and thus very impor-
tant to these companies. In one of the business-re-
lated service companies we studied, the objective is
that 100% of work hours should be spent on inter-
nal or external projects. Another company indicated
that nearly 9o% of its total work hours are spent on
external or internal projects, with roughly 10% or-
ganised on the basis of a permanent structure. This
10% comprises support functions and products that
can be sold using the industrial business logic (see
Normann 200r1).

We can thus clearly see that a substantial segment
of the economy, business-related services, very often
uses the project model in organizing its activities,
and that the use of project-based organisation has
increased over the last ten years as these industries
have grown in scope. Even though the statistical in-
dicators from Statistics Sweden are rough measures
of project-based organisation, we believe that it is
reasonable to conclude that project-based organisa-
tion is increasing as business-related services grow
in Sweden.

Manufacturing companies

There are also many indications that companies in
industries whose primary operations are volume-
based or operations-oriented are employing the
project model more and more often as well (Hob-
day 2000, Midler 1995), even if there is little rel-
evant data (S6derlund 2005). One study that focused
on project-based organisation (Whittington et al.,
1999) indicates that companies in Europe increased
their use of the project model during the period 1992
- 1996, and that this seems to be one of the most im-
portant changes to occur in corporate management
and organisational structure. The study also con-
firms that companies are becoming less hierarchical,
cutting down on “middle management,” focusing
on their core activities and outsourcing whatever
is not considered strategic. Another study (Sven-
sson 1996) indicates that Swedish industry is often
organised on a project basis, and that a large share
of Swedish exports is related to complex projects.
Other studies indicate that projects are commonly
used in companies in the automotive, defence, avia-
tion, telecommunication and pharmaceutical indus-
tries (Séderlund 2003, p. 60), among subcontractors
to divisions of major corporations, and in managing
complex systems in the construction industry, the
telecom sector, and in building other infrastructure
(Sydow et al., z004).

Major development and design initiatives com-
monly lead to more frequent use of the project
model, since such work benefits from bringing to-
gether expertise from several different functions. It
has also been shown that both limited and pervasive
renewal efforts in companies and groups of compa-
nies are being carried out in project form (Ekstedt
etal., 1999). As noted above, the reorganisation of a
company can lead to increased emphasis on project-
oriented activities. During Ericsson’s severe down-
sizing of its workforce in the early 2000s, major
portions of the company’s production and assembly
operations were outsourced to international com-
ponent manufacturers, while the staff that remained
began working increasingly according to the project
model (cf. Pettersson 2004).

Our interviews support these findings. In the in-
dustrial companies we studied, it is estimated that
over 50% of the total number of man-hours worked
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per year are spent on projects, while less than half
are spent working in a permanent line organisa-
tion. In one company, 70% of the work hours were
budgeted to be spent on projects, while some indi-
vidual workers may spend 80% and even up to 90%
of their time on projects. Projects usually aim to
simultaneously develop both their internal organi-
sation and the company’s goods and services. Even
though there is little concrete data indicating the
actual growth of project-based organisation in in-
dustry, there is much evidence that its scope is large
and increasing. Nor have we found any research to
indicate the opposite.

Reasons for increased use of the project model

The sector of the business community that has tra-
ditionally always used the project model, i.e. busi-
ness-related service, has grown dramatically at the
same time as the use of the project model in indus-
try is extensive. We might then ask why the impact
of project-based organisation is so great. Project-
based organisation has long been common in the
construction industry (Ekstedt et al., 1999, Soder-
lund 2005) which, it is worth noting, is not includ-
ed in the statistics in Figure 8.1. This means that
the total use of the project model in the business
community is underestimated in the figure. The
construction sector uses the project model because
its work is limited in terms of both space and time.
Only parts of such operations can be carried out in
large-scale series, but even simpler recurrent activi-
ties are quite often organised on a project basis. This
mode of operating seems to be spreading to other
parts of the Swedish economy. Temporary projects
involving people from several different functions
and even several different permanent organisations
can better meet customer demand, something that
industrially organised companies seem to find prob-
lematic (Normann 2001). “Projectification” can be
interpreted as a means of coping with increasingly
sophisticated and well-informed demand, not least
between companies (Hobday 1998).

Today it is, for instance, not uncommon for develop-

ment units to bave nearly a bundred projects going at
once. The reasons being that they must be able to re-
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spond continuously to changing customer preferences,
and to exploit technical advancements. In brief, this
leads to increased projectification; more and more in-
dividuals are working in project-based organisations
(Soderlund 2003, p. 37).

There are other reasons for using projects as an or-
ganisational form. When it comes to development
and renewals efforts, a project can be considered an
experiment in which long-term costs are avoided,
which is understandably a major advantage in the
event that the initiative proves unsuccessful. Projects
can also break down psychological barriers or glass
walls that exist between old, traditional organisations
(Sydow et al., 2004), thus favouring innovation. Nor
is it uncommon for corporate managements to or-
ganize certain activities in project form to gain con-
trol over costs and results. Permanent flow organisa-
tions are, however, preferable for certain activities,
most often those that are long-term and routine.
Such activities may include production in long se-
ries, which offers economies of scale and requires
major capital investment, such as in the pulp and
paper industry, or component manufacturing. The
same applies in cases where availability is critical,
such as the call centre business. But even activities
such as marketing and distribution can be carried
out in permanent organisations (Sydow et al., 2004).
"This holds true for parts of the knowledge develop-
ment process that takes place in such organisations
as well. A permanent organisation may be essential
for transferring knowledge developed in one project
to a future project (Ekstedt et al., 1999, Martinsson,
forthcoming) by converting the project members’
private expertise into shared organisational com-
petence. In other words, it is often not a matter of
choosing a permanent or temporary organisational
model, but rather of determining which activities
within the company are suitable for each approach,
and dealing with the challenge of adapting the two
elements to one another.

So far we have pointed mainly to changing pat-
terns in terms of demand as the reason why compa-
nies organize their activities on a project basis. Cus-
tomers are gaining greater purchasing power, more
differentiated behaviour and greater sophistication.
But it is also very likely that altered conditions and



assumptions in terms of production are fuelling this
trend. The spread of modern information technol-
ogy coincides with this “projectification” process.
IT facilitates communication between different
producers, and between producers and consum-
ers, thereby providing invaluable support for, e.g.
project managers. Itis also a prerequisite for project
architects who are designing the technical logistics
and unifying languages (e.g. SDL) in major and
complex projects in industry and the construction
sector. New means of coordinating activities that are
being carried out in parallel by different organisa-
tions within larger systems and with a common goal
thus promote specialization, which is another strong
driving force. The trend seen in Figure 8.1 can be
viewed in part as a process of specialization wherein,
e.g. certain types of services are being performed
to an ever-increasing extent by service companies,
while other, more technically oriented jobs are han-
dled by industrial companies. We consequently view
IT as a force that makes it possible to realize the or-
ganisational changes that we have discussed above.

Projects — a major impact on the
new division of labour

All projects create temporary systems for carrying
out assignments (DeFillippi 2002, Lundin & Séder-
holm 1995). Projects can be tied directly to custom-
ers’ specific demands, making them a strong cohe-
sive force when different functions and organisations
work together. But they can also be oriented toward
more uncertain future demand, as is the case with
many research, development and change projects.
These efforts are usually organised in the project
form to meet time limits and budget restraints. A
project manager who leads a team assumes respon-
sibility for the completion of the task and fulfilment
of the objectives. Projects are often characterized
by concrete action to achieve a specific goal, as is
very obvious, for instance, in construction and IT
projects, but less so in development or renewal
projects. Still in the latter cases there is a goal, al-
though it may take the form of a vision (Ekstedt et
al,, 1999).

But the term “project” is vague, and there are
major differences between different types. Engwall

(1995) believes that “projects” should be viewed as
a family of terms rather than a single unambiguous
one. The characteristics associated with a “project”
are usually described in terms of a stated goal, a
chronological framework based on several deadlines,
and the fact that a project is usually carried out by
a designated team. There are also those who main-
tain that these characteristics do not describe how
project-based work appears in practice, but rather
an idealized image of a project (see e.g. Blomberg
1998 and Sahlin-Andersson 1992).

Ekstedt et al. (1999) distinguish between recur-
rent and unique projects to elucidate their distinct
functions and principles. Recurrent projects are
routinized and led by project managers trained in
accordance with “best practice” standards, which re-
duce uncertainty regarding the end result and work
processes. Project-based activities, such as those in
the construction sector, consist mainly of recurrent
projects in which the tasks, areas of responsibility
and even member compositions do not vary much.
It is, on the other hand, more difficult to prepare
oneself through professionalized training for unique
projects, where there is greater variation in terms of
tasks, goals, areas of responsibility and membership.
Because few people have experience from renewal
projects, companies often contract consultants with
experience from renewal initiatives from a number
of different organisations for these types of projects.
Unique projects, and particularly renewal projects,
do not always proceed on the basis of clearly de-
fined goals, nor do they lead to results that are as
concrete and action-oriented as those seen in re-
current projects. They do, however, usually entail a
great deal of rhetoric, directed toward players both
inside and outside the organisation (Ekstedt et al.,
1999). All projects, regardless of type, are intended
to achieve a result in the future based on an objec-
tive set in the present.

The result that a project is to achieve can vary
(Soderlund 2005). There are two types of objectives
for project work within an organisation. One type
involves business projects performed on assignment
for outside customers who set the requirements for
and are recipients of the end result. This type is
common in, e.g. the building and construction in-
dustry and energy production, and among IT and
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management consultants. The other type consists
of internal development or change projects that of-
ten have to do with the development of technology,
products, services or systems, and are based on the
integration of multiple functions, i.e. production,
research, logistics and sales, to solve a problem.
"This type also often requires changes in the organi-
sation, its competence and its work processes. The
main players are internal entities such as research
and development units, marketing departments and
the management.

It is common for projects to involve a number of
different organisations. From a corporate perspec-
tive, this often means that one company has sold a
project, such as advice on customer orientation or
technical renewal, to another company, and needs to
cooperate with various subcontractors and special-
ists to bring about the expected result.?

Another type of projects consists of development
projects financed with public funds. These can in-
clude regional development projects funded by, e.g.
the EU or Vinnova, with a view to bringing together
several organisations (such as in a Triple Helix ap-
proach) to foster growth and development in one
or more regions. We will not address this type of
project here, but rather focus on how projects are
used in business-related services and in industry.

Methodology

"This chapter is based on other studies of the devel-
opment and organisation of business activities sup-
plemented with 25 interviews conducted at eight
organisations in the construction sector, industry
and business-related services. The interviews were
all semi-structured, and focused on how the compa-
nies organize their operations. Our main questions
concern whether they use permanent or temporary
forms, and the consequences for the business and its
employees. We have interviewed individuals hold-
ing positions as CEOs, HR managers, line manag-
ers, project managers and project employees. The
companies are leaders in their industries, and many
of them are publicly traded. However, for reasons
of confidentiality, we have chosen not to identify
the companies or the interviewees. At one of the
industrial companies we interviewed eight people
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and were allowed access to both internal written de-
scriptions of the organisational model and external
reports, which resulted in the description of an in-
dustrial company offered below. The other example
is the corporate group in which one of the authors
was employed and worked for during four years,
i.e. participatory observation. The case histories are
based on written material, interviews as well as our
own experiences, and illustrate how different people
in these companies perceive project-based organisa-
tion and its effects on the companies and their em-
ployees.

We will present descriptions of two archetypes of
companies to illustrate how operations are organ-
ised in the business-related services and in industry,
which we will then use to discuss the effects on the
business and the companies’ employees.

Project-based organisations
— the business-related services example

Because industrial companies often focus their oper-
ations on technologically-based work, a large mar-
ket has emerged to provide consulting on how such
activities should be organised and managed. One
company, which we will call Development, works as
a business development consultant. Its consultants
initiate, manage and realize the introduction of new
forms and principles concerning, e.g. how an indus-
trial company can develop is offering. Development
is a medium-size company in its industry, with some
20 employees and a good international reputation.
Its customers come from all of Europe, but main-
ly from Sweden. They consist mainly of industrial
companies and the public sector.

Each senior consultant at Development is, in
practice, an income-generator who sells ideas to po-
tential customers and then creates a project to de-
liver the result. The consultant guarantees the fu-
ture outcome through her role as project and key
account manager. In some cases the customer buys
the project based on Development’s brand name,
but in many cases the qualifications and personal
contacts of the individual consultant are the deci-
sive factors. As a result, Development has a com-
plex structure for making decisions and allocating
power. The company is headed formally by a CEO,



who is aided by a secretary. The CEO also has the
right to make demands on the staff’s unused time,
i.e. the time during which they are not working in
income-generating activities, for internal projects,
such as marketing and knowledge development. To
the employees, unused time is something they pre-
fer to avoid, since it sends a signal to the CEO that
the person in question is not “pulling their weight.”
As a result, internal work is constantly down-priori-
tized and deferred in favour of present and future
customer assignments.

In practice it is the board of directors, in which all
the shareholders, including the CEO, are represent-
ed, that is the real centre of power. The sharehold-
ers are the most important power-holders, mainly
because one can become a shareholder only after
having worked successfully as a senior consultant
for a long time. As a result, the shareholders con-
sist of senior consultants, who consequently also are
the key figures in the daily operational work. The
goal of the business is to deliver profitability for its
shareholders, and to create interesting and instruc-
tive jobs that develop and enhance both customers
and employers. Sometimes personal learning is pri-
oritized, other times strictly financial outcome, de-
pending on the owners’ interests. Each individual
senior consultant is responsible for their own and
their project group’s learning, which also deter-
mines how attractive those individual will be in the
internal competence market.

Customer jobs mainly take the form of projects,
and projects are the source of Development’s income.
Each individual project is expected to cover its own
direct costs plus parts of the company’s shared, non-
project-related costs, and also to enhance the com-
pany’s profitability. The project manager sells jobs
to customers and takes responsibility for their com-
pletion, the internal project group and the customer
relationships. Each project also has a steering group
that includes representatives from the customer, the
project leader and someone from the project group.
The steering group has the task of evaluating, on
an ongoing basis, how the work is contributing to
meeting the pre-defined goals.

To the extent that the employees have alterna-
tive, parallel projects to work on, internal mar-
kets often arise in which various project managers

compete with one another for the most competent
employees. Bottlenecks develop around individu-
als with key competence, which means in turn that
these people can pick and choose their projects and
increase the compensation they receive. Making a
career at Development demands project experience
and, most importantly, project management experi-
ence, as a result of which employees can quickly find
themselves in vicious or virtuous cycles, depend-
ing on whether they are employed in projects early
in their careers. Those hired during an economic
boom tend to climb the corporate ladder quickly.

Most of the employees also receive bonuses based
on how much they work in customer projects and
thereby assume part of the company’s business risk.
Their compensation increases once the assignment
is sold and completed but decreases if no projects
are sold. Conversely, the company’s earnings are rel-
atively stable in down periods, because its fixed costs
are low, and high, but not extremely high, during up
periods, since the adjustable compensation paid to
the employees then increases.

Development’s project managers are aiming to
completing projects that create good value for the
customers. The results are key, and it is important
that customers are pleased, while leadership with re-
gard to “the human element” is neglected. Project
members are subject to stress and a fast work pace,
with special peak periods during which additional
demands are made on their performance and pres-
ence. Delivering a good result on time is crucial.
The employees are also affected by the pressure to
always be working on customer projects. This stress
works in two ways: time pressure is stressful, as is the
need to demonstrate competence in order to be at-
tractive to the project managers in order to be used
in future projects. There is a link between these two
factors, since time pressure stemming from a cur-
rent project makes it difficult to ensure that one will
be involved in future projects.

This lead to situations where consultants tend
to accept new assignments until they have reached
their capacity limit, and are thus tied up until these
projects are completed. During this time, they can-
not accept new assignments, and a gap often occurs
between old and new projects during which the con-
sultant will not be employed. This is potentially a
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good time for recovery, but overly long recovery
periods create the second type of stress, since the
consultant is not involved in projects, and thus can-
not improve his or her qualifications, and may even
receive lower compensation. It is obvious that such
a system is extremely rewarding for those who suc-
ceed, but those who do not fit in are soon culled
or choose to quit. Conversely, for Development and
those who are able to perform under such condi-
tions, and for the company’s customers, this system
provides a high level of customer satisfaction, high
compensation and excellent learning opportunities.

Project use in industry — the manufacturing
company example

Many companies in industry endeavour to engage
in advanced and development-oriented work, since
it often tends to be the most profitable. Such com-
panies sometimes outsource simpler, more routine
activities and service activities that are supportive
but not critical. Following a major crisis in the early
2000s, one company, Innovation, chose to focus its
activities on creating systems and services ancillary
to the products they had formerly manufactured.
Major parts of the production are now being han-
dled by other companies. Innovation is a large,
publicly traded international company with nearly
50,000 employees in a highly globalized industry
that is characterized by heavy research intensity and
large development projects.

Innovation’s inner structure is based on its histo-
ry as an industrial company, with extensive research
and development and large-scale production. It has
created an organisational matrix with business ar-
eas on one axis and customers and markets on the
other. Over the last decade, projects have become
an important mean of integrating numerous areas
of knowledge in work with specific customers and
problems. A third organisational axis has emerged,
the purpose of which is to integrate products and
markets from a customer and problem-based per-
spective. This third axis can, for instance, coordi-
nate activities within a calendar year or on the basis
of a technical standard, using the project model as
the basis for organisation. These projects circum-
vent the basic organisational structure by bringing
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together people and competence from different
functions, product areas and markets. The entire
company is ultimately managed by the group-level
management, with its staffs and support functions.
The ownership is essentially anonymous, imposing
clear demands in terms of profitability, with the ex-
ception of one dominant owner, who has overall re-
sponsibility for the company’s long-term growth.
Most of the employees at Innovation gener-
ally spend 70% of their time on various projects.
The rest of their time is spent in the line functions,
where they have their permanent positions. Despite
this, the purpose of the projects is to support, with
an emphasis on development and renewal, the line
operations. Line managers are, by tradition, respon-
sible for the company’s revenues, and consequently
decide the projects’ starting dates, budget sizes and
goals. The line functions are also evaluated finan-
cially based on their contribution to overall profit-
ability. In addition, it is executive and management
experience gained in line positions that counts when
top executives are to be appointed. This has led to
internal conflicts between those who work mainly
on projects and those who work mainly in line posi-
tions. It appears as if the firm has developed two dif-
ferent types of internal environments with different
attitudes toward work, and internal conflicts often
rise between those who prefer projects and those
who prefer the line approach. This is most obviously
manifested in strong competition for the most com-
petent employees between projects and lines.
Innovation’s division between projects and lines
also entails a division among the leadership in terms
of performance versus human elements. Project
managers are responsible for performance and goal-
fulfillment, while the line managers are responsible
for employee learning, competence development
and career advancement, health, stress and other
personal factors. Stress results from heavy work-
loads, and from the uncertainty that arises as a re-
sult of the organisation’s two parallel structures and
cultures. Many people we spoke to expressed deep
frustration over being uncertain as to which career
path was best, and what sort of experience would
be rewarded long-term. Projects are said to offer a
holistic view and a performance orientation, while
line positions are considered to improve the ability



to lead people and create a long-term perspective.
The competition between these two views creates
frustration and stress. All in all, projects were said
to be excellent for creating new products and serv-
ices, while at the same time creating new demands in
terms of leadership and new problems for line man-
agers and support functions.

Consequences of increased use of projects
organisations

It is important to point out that “no project is an
island” (Engwall 2003), and that each project has a
process before it begins, parallel processes while it
is under way and another process after it has been
completed. These contextual forces, which can
come both from other parts of the same organisa-
tion or from other organisations, affect the project
and the employees involved (Grabher 2004). For
the organisation, the most important forces are con-
nected with prioritizations and conflicts between
different goals, and with issues concerning who is
to have disposal over critical resources, most impor-
tantly the employees’ time. Project workers often
teel that they cannot simultaneously fulfil their ob-
ligations within and outside of the ongoing project,
which generates stress. Projects can thus become
pawns in internal political power struggles in which
managers attempt to influence project results to
achieve personal goals. At the same time, project
members acquire more or less unique competence
by working in advanced projects, and can use such
knowledge as a means of advancing their own ca-
reer interests, since the systems in place to convert
individual knowledge into commonly shared knowl-
edge are often ineffective (see e.g. March 1995 AND
MarTiNssoN FORTHCOMING). All in all, much of the
responsibility traditionally assumed by the company,
primarily through its management systems and HR
function, now resumes with the individuals in the
company (Packendorff 2002).

The most important consequences of the in-
creased use of the project model can be described in
terms of three critical dimensions (S6derlund 2005).
First, projects are characterized by their pre-de-
fined time limits, which produce time pressure, and
in goals that change once the project is completed.

This demands a high tolerance for stress, and an
ability to face new job duties and goals at regular
intervals. The second characterizing feature is that
one’s colleagues in the project group are not seldom
unfamiliar. The project workers may not know one
another at all before the project starts, and the work
group is dissolved as soon as the project is com-
pleted. This puts demands on people’s social skills,
and on their ability to work intensively, focused and
goal-oriented in temporary teams comprising more
or less unfamiliar faces. The third characterizing
feature is a high level of uncertainty: one must solve
difficult problems and cope with expectations that
are often unclear, since those specifying the require-
ments cannot properly assess what may await them.
"This entails that those who work on projects must
be willing to learn, and be able to cope with work
that involves uncertainty. We will discuss the effects
of these three dimensions, based on organisations in
which the employees hold permanent positions but
work mainly on projects.’

Time and stress

Projects’ pre-defined deadlines and budgetary re-
straints, objectives and focus on individuals create
a risk that stress levels rise, particularly for those
who generally spend the bulk of their time working
on projects and are not given the time for reflec-
tion that line work often offers. Projects often lead
to heavy workloads and mental stress reactions. On
the other hand, involvement increases among em-
ployees who are doing project work (Zika-Viktors-
son etal., 1998). One important challenge facing the
employees is to use the intervals between projects
to rest and reflect, and not to start the next project
right away, something that can be hard to do when
one’s status depends on how many projects one has
been involved in, and which particular ones.! It is
also important to understand which employees who
enjoy working in projects and who does not.

On the other hand, there is a much-cited miscon-
ception that projects automatically lead to a short-
term approach. Organisational planning nowadays
is often based on quarterly, semi-annual and annual
reports. This results in a planning horizon that does
not usually extend beyond a year, and which is also
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heavily controlled by the calendar year. Projects
can range anywhere from a few months to 235 years
in length, which means that in these cases it is the
nature of the project that determines the planning
horizon. Compared with a calendar-based planning
cycle, the horizon in project work can in some cases
be shortened, and in other cases lengthened. It is in-
disputable that the project model leads to a planning
horizon that is more business-oriented and reflects
the business’s nature than is the case with calendar-
based planning, which reflects mainly bureaucratic
considerations.

Social skills, leadership and loyalty

Another effect of the increased use of the project
model and its focus on competence may be that
those who work on projects become more loyal to
their project than to their company. Each individual
often places major emphasis on the relationships
around which each project is built. Getting to know
new employees quickly and making sure both to take
their specialized expertise into account and to assert
one’s own are becoming key traits for successful
people. This is most important for project manag-
ers, but also for project participants, who must dem-
onstrate their competence in order to advance and
be included in exciting future projects. This places
new demands on people in terms of their social skills
in relation to project managers, other project par-
ticipants and outside persons and groups, since the
entire group’s results will be the ultimate indication
of how well a project has been carried out.

Another effect of the increasing prevalence of
projects involves changes in leadership. Our inter-
views showed that a more permanent organisational
form, such as a line-based organisation, produces
relationships between managers and subordinates
that tend to be more personal and long-term, and
have to do with both knowledge development and
security. The line-based organisation also gives the
subordinates a fairly good idea of how their own ca-
reers are likely to progress, since the career ladder
and associated requirements are clearly defined and
relatively enduring.

Organisations that use the project model exten-
sively have, in principle, separated the managers’
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responsibility for financial results, employees’ com-
petence development as well as their job security.
Employees usually have a permanent line position,
at which the spend perhaps 20 - 30% of their time at
work, and where their supervisor is responsible for
their learning, career, social issues and other securi-
ty and comfort-related matters. They also spend 70
- 80% of their time with project managers, who are
responsible only for their performance in each in-
dividual project. The project leader(s) under whom
one works can also vary over time. This leadership is
thus entirely performance-oriented. As a result, tra-
ditional roles such as those of manager and subor-
dinate have changed in character and become more
complex. In one company we studied there was talk
of the existence of one leadership for “human ele-
ments” and another for “results.” In essence, line
managers often have control of and responsibility
for resources (including employees), while project
managers have control of and responsibility for re-
sults.

We have also observed situations in consult-
ing firms where project managers were more loyal
to their teams, customers and projects than to the
company as a whole, a phenomenon also seen in
other studies of professionals and their relationships
to organisations and bureaucracies (see e.g. Scott
1966). In one company there were clear strategic
guidelines for which types of industries and issues
the company was to work with while, at the same
time, certain individual consultants also had strong
personal interests in connection with certain cus-
tomers and issues, with the result that, in the event
of a conflict between the company’s strategy and
their own personal convictions, they usually chose
their own convictions. There are also other types
of studies that indicate that employees can feel a
greater sense of belonging to their profession and
interest-based groups (e.g. Internet-based “com-
munities) or projects (Soderlund & Bredin 2005)
than to their company. Teigland (2003) notes, for
instance, that programmers at I'T companies often
solve company-related problems in the company
with the help of outside interest groups, regardless
of whether sensitive company information is being
disclosed to outsiders.



Learning, risk and the mobility of the labour force

When the project model is used, individuals in a
company tend to be more clearly divided into roles
based on competence rather than administrative
roles or roles based on function. An employee with
an academic degree who previously had been work-
ing as a marketing manager may instead be classi-
fied as a project manager with special competence
in marketing. The distinction may seem minor, but
it is actually dramatic. The focus on expertise com-
bined with use of the project model means that each
person’s competence is subject to internal competi-
tion in each new project. When a new project is be-
ing staffed, personnel are sought on the basis of vari-
ous roles. If the project needs a project manager, a
project administrator and three experts in three dif-
ferent fields, each and every one of these roles must
be filled based on availability and level of compe-
tence. The company has to constantly find the com-
petence needed for each specific project, while at the
same time creating groups and working methods in
which the participants feel secure and comfortable,
so that they can apply their competence fully.

It is necessary for those working in this system to
cope with the increasing internal, and sometimes also
external, competition, which requires the ability to
constantly improve oneself, and to have social skills
so that one can “sell” oneself in the system. This
salesmanship is based on the success of and attention
surrounding projects in which one has participated,
and on how one’s own contributions to the project
are rated. Individual learning occurs throughout a
project, based on the problems and tasks for which
each individual is responsible. The training that
companies organize outside project work conse-
quently diminishes in favour of such “on-the-job
training.” This creates noticeable obstacles to the
newly employed and others who lack experience in
project-based work. The system obviously empha-
sizes the importance of personal human capital in
the form of expertise in some area, and social capital
in the form of a good reputation among important
contact-creating people. If we take this tendency to
its extreme, we see that competition will occur be-
tween individuals in various areas of specialization
rather than between companies with more or less
fixed human resources.!! This tendency is charac-

terized by Ekstedt (1988) as a transition from or-
ganisation-based to individual-based knowledge.

The result from this trend is that each individual
must assume more responsibility for their own ca-
reer than has previously been the case. To put this
in more dramatic terms, business risk, i.e. the risk of
receiving no income (or rather performance-based
pay) is being shifted from companies to individu-
als. When the project model is used and salaries and
compensation are tied to each person’s contributions
in various projects, these people become, in a sense,
“self-employed” within the framework of a company.
There are I'T" companies that have explicitly called
upon their employees “to act like they were self-em-
ployed.” If compensation levels are tied to the time
a person is employed in projects and these projects
also constitute income sources for the company, i.e.
are pure customer assignments, these people will
assume a large part of the company’s business risk.
"This is quite common in management and strategy
consulting firms, and changes the individuals’ risk
status considerably compared with a situation in
which they hold permanent positions with fixed sal-
aries. We see no clear indications that this is about
to happen in industry, but the obstacles in its way
are, as a result of the advent of the project-based ap-
proach, fairly insignificant. As noted, it is likely that
individuals will favour their projects, their project
group and perhaps even themselves more than the
organisation as a whole. One way of countering this
would be to develop the HR function so that it bet-
ter meets the needs of individuals in a project-based
company, and manages the conflicts between the
project-based and line-based organisations (Séder-
lund & Bredin 20053).

The roles of employer and employee are chang-
ing dramatically. No one is “giving” work, or em-
ployment, to another person who is “receiving” it or
is being employed. Each worker must instead con-
stantly arrange for their own supply of work by being
attractive to project managers, while project manag-
ers, who need competent workers, must at the same
time be attractive to the project workers they need
in their projects. Project workers compete against
one another, while project managers have to com-
pete with other project managers and possibly also
with line managers for access to the most competent
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personnel. This clearly means that those who have
difficulty selling themselves and being competitive
will have problems finding assignments. People who
have mainly worked in and enjoyed line-based posi-
tions may have a difficult time adapting to a new,
project-based working life. There is an obvious risk
that working life will become increasing polarized.
The same greater flexibility that may benefit certain
attractive individuals can also lock in or exclude oth-
ers (cf. Allvin et al 2006).

In conclusion: project-based organisation can
meet the market’s need for flexibility that will en-
hance organisations’ growth opportunities and
long-term survival, even if it also imposes demands
in terms of organisational learning (cf. the discus-
sion of a “transformation dilemma” in Ekstedt et al.,
1999). This trend also places new demands on those
who work at these companies. Mobility in the la-
bour market, on the other hand, may increase when
people work on short projects involving various
members, and in which people from other organisa-
tions are also involved, rather than in fixed groups in
a traditional line-based company. The level of mo-
bility is also likely to increase when new inter-or-
ganisational and inter-personal interfaces arise. This
applies mainly to the group of people who are able
to meet the demands of the new work environment.
The opportunities available to this group in terms
of growth, stimulating work and high pay are good,
while the prospects for those who cannot meet the
new demands are less favourable. One key challenge
for the labour market as a whole may be its ability
to manage the transition to these new organisational
forms for those who are not currently working on a
project basis.

Summary conclusions

* A new division of labour between traditional in-
dustrial companies and business-related services
is emerging. The lengthy decline of industry has
been offset by the growth of business-related
services, which are usually organised on a project
basis.

* The prevalence of project-based organisation in
industrial companies is also extensive, and is be-
coming increasingly formalized.
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* Project-based work can be engaging and inspir-
ing on one hand but, on the other, characterized
by specified deadlines and performance demands
that create stress.

* Project-based work puts the focus on perform-
ance, and a special sort of leadership for this is
emerging that does not include “soft,” human or
social aspects.

* Individuals have to assume more risk. They are
assuming higher responsibility for their own fi-
nancial compensation, development and advance-
ment, as well as their future employability.

Notes

1. This includes Swedish standard industrial classifica-
tion code 72, which pertains to computer and related
activities, code 73, which pertains to research and de-
velopment, and code 74, which applies to other business
activities, i.e. services in the areas of law, patent issues,
bookkeeping, audits, tax consulting, market surveys and
opinion polls, technical consultants, advertising agen-
cies, advertising, organisation, management and strategy
issues, HR services, office services and other business-re-
lated services.

2. This includes Swedish standard industrial classification

code 2, wood products, pulp, paper, publishing, coal,
chemicals, metal, rubber, plastic, minerals and machin-
ery, and code 3, which applies to electricity, optics, ship-
ping and other manufacturing.

3. Other major changes occurred in sale, maintenance and

repair of motor vehicles and motorcycles; retail sale of
automotive fuel (Swedish standard industrial classifica-
tion code §), which grew by 85,000 employees, but also
in education, healthcare, social services and veterinary
activities (code 8), other social and personal services,
and household services (code 9), each of which grew by
roughly 30,000 employees from 1993 to 2003.

4. For example, Jessen (1994) obtained similar results in a

study of several industries and entities administered by
the government.

5. It is important to point out that project-based employ-

ment is not the same thing as project-based organisation.
They may coincide, but do not necessarily do so. Most of
the people in the industrial companies we studied were
permanent employees who spent the bulk of their time
on activities organised on a project basis. For a discus-



sion of project positions and their effects on health, see
Aronsson (2004).

6. Our interviews in the healthcare sector paint a differ-
ent picture. In the healthcare organisations we studied,
projects are used mainly for internal development work,
and accounted for less than §% of the total number of
man-hours worked annually. This is attributable mainly
to the business logic in the healthcare field.

7. Project Management Institute (PMI) in the US provides
training in project management considered by many
practitioners to constitute “best practices”, and has thus
set the standard for how efficient project management
should be carried out in companies.

8. For further discussion of companies, so-called “prime
movers”, who organize a network of other organisa-
tions in order to deliver an offering to their customers in
project form, see Ramirez and Wallin (2000).

9. For an extended discussion, see Sdderlund and Bredin
(2003).

1o. In some US-influenced consulting firms, “at the beach”
(subtext: and drinking) is used to describe time not de-
voted to customer-based projects. This gives a sense of
what the work culture embraces in these environments.

1. There are already websites, such as www.guru.com, where
one can hire specialists for specific projects via the Inter-
net in given areas of competency based on the individuals’
characteristics and experience.
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CHAPTER Q

Gender segregation in education
and working life

Hanna Westberg

The gender-segregated labour market is driven by gender-marked notions of characteristics,
qualifications and occupations. These are decided by structural factors, which in turn determine our
educational and career choices.

In this chapter, Hanna Westberg discusses how gender segregation arises in different segments
of trade and industry as well as various occupations. The career choices of both adults and young
people depend to a large extent on how gender identities are constructed. There is certain support
for the theory that educational and career choices are rational, but this rationality is partly based on
the fact that careers are gender-marked and that the labour market is gender-segregated, which tends
rather to support the idea that our choices are socially conditioned.

Overall, there is less gender segregation in the labour market. However, this is not because of all
the attempts made to integrate women into male-dominated areas; it is because women themselves
are trying to enter these areas. In contrast, men are not to any major extent seeking to move into fe-
male-dominated professions. Part of the problem may be solved by viewing equality of opportunity as
a knowledge issue — by establishing a learning process at workplaces in politics, organisations and
institutions, as well as among individuals, she writes.

How is gender segregation created and perpetu-
ated in different segments of trade and industry as
well as various occupations in Sweden? Are the ca-
reer choices of the young paving the way for greater
equality of opportunity in working life? These are
the issues I will discuss in this chapter. One conclu-
sion is that the gender-segregated labour market is
perpetuated because our gender-marked notions of
characteristics, qualifications and occupations are
largely based on structural factors and determine
our educational and career choices.

In the next few years, the elderly population will
grow and the burden of support will weigh more
heavily on those who are working. People born out-
side Sweden, or with at least one parent born outside
Sweden, will also increase in number. Budget belt-
tightening measures and greater demands on the
welfare state have led to a striving for efficiency and
a trend to increased privatization. In both public and
private sectors, a persistently high level of part-time
working is evident. Numbers of part-time workers
are high, but part-time working has nevertheless de-
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clined quite appreciably among women, although it
as risen somewhat among men (if from an extremely
low starting level). Temporary and contract working
is increasing all the time. Sweden’s solidarity-based
pay policy, founded on central pay negotiations, is
becoming weaker and weaker, and pay is more and
more often being set individually and locally. These
changes are inter-related and are caused by ideolog-
ical changes and by the increasingly competition-led
and international nature of the Swedish economy.

When working conditions change in this way, it
brings considerable demands in terms of flexibil-
ity and adaptability. Gender division of work - i.e.
when gender is linked to occupations and qualifi-
cations — constrains this flexibility and prevents the
best use (being made) of human resources.

Several changes in labour legislation have made it
easier to employ people on a temporary basis. Since
1 July 1993, the law has allowed private employment
agencies to be established and agencies that hire out
staff for temporary assignments. As a result of the
new conditions in the labour market, new forms of
temporary employment have come about, in partic-
ular to enable businesses to take on staff for tempo-
rary peaks in workload or for a specific assignment.
"To employees, this makes it considerably more dif-
ficult to plan and combine working and family life.
More women than men have temporary jobs and
are more likely to feel that they want to adapt their
working life to needs of their family — despite the
fact that they are subject to exactly the opposite re-
quirements in their working life.

Much gender-based research has demonstrated
that gender is a fundamental factor that in many cas-
es explains discrimination. There are many reasons
to apply a gender perspective to working life. One is
that many people believe that women and men are
in the same situation in their working life, although
the above example clearly demonstrates that their
conditions differ.

The concept of gender perspective focuses on
gender relationships, how gender is viewed as a so-
cial structure. By seeing the concept of gender as so-
cially constructed, we focus our attention on struc-
tural aspects of gender — that is, the fact that gender
is present in most structures in society, irrespective
of whether one or both genders are represented.
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Equal opportunity as a concept and political issue
has existed for about 30 years. The importance of
equal opportunity is historically and culturally spe-
cific, and it changes over time. I will use the term in
an analytical and practical way in an attempt to ex-
tend knowledge and prepare the ground for a better
explanation and understanding of the relationships
between women and men.

The way we perceive equal opportunity is in re-
ality determined to a great extent by the linguistic
garb in which we clothe it — how we think about it,
talk about it, share in it and put words to it, in inter-
action with others.

The equal opportunity discourse now existing
in society was formulated back in 1994, a society in
which women and men enjoy the same opportuni-
ties, rights and obligations in all important aspects
of life.

A discourse is a particular way of talking about or
understanding a certain aspect of the world, in this
case the prevailing way in which equal opportunity
is perceived. Certain aspects will be highlighted and
emphasized strongly during one period, while the
same issues will be more neglected during anoth-
er. There is a superficial perception that equal op-
portunity has been achieved in Sweden, but on the
other hand — and on a deeper level - people attribute
different meanings to the term “equal opportunity”
and it is not uncommon for different interests and
agendas to be pursued in connection with equal op-
portunity and work towards that end.

In the following, I will discuss how gender seg-
regation comes about and is perpetuated in differ-
ent segments of trade and industry as well as various
occupations in a Swedish context. I will also address
the issue of whether the career choices of young
people are preparing the ground for greater equality
in working life.

Work sector/industry
segment/occupation/work function
During the past two years, two government-com-
missioned reports have been presented SOU
2004:43 and 2005:66. These reports survey and
analyze the situation with regard to equal opportu-
nity and gender segregation in Sweden. Research-



Table 9.1. Gender distribution in the labour market
2004.

Table 9.2. Gender distribution in the private and
public sectors.

Number Percent Sector Gender Number Percent

Men 2,186,000 80 Public men 353,900 16
Women 2,027,000 76 women 973,600 48
Kalla: AKU 2004. Private men 1,832,000 84

women 1,053,200 52

ers were involved in both inquiries and the latest on
the research front is included. In SOU 2004:43, Asa
Lofstrom concludes that gender segregation has de-
clined mainly in occupations that demand a higher
education. This is because women are seeking to
enter occupations that have been male dominated,
rather than because men are seeking to enter oc-
cupations that are dominated by women. But Lof-
strom expresses a fear that some of the occupations
that have shown clear male dominance may instead
become clearly female dominated. A study of gen-
der segregation patterns conducted at the Swedish
National Institute for Working Life indicates that
unemployment may rise and fall without causing
any major changes in gender segregation in the oc-
cupations. Not even the most accentuated changes
in employment in occupations lead particularly of-
ten to shifts in the level of segregation. However,
changes do take place within the occupations — the
gender boundaries are moved and the result is divi-
sion of work functions by gender (Tyrkko & West-
berg 2001).

Gender segregation in the labour market is high-
ly complex and shows through on all levels — hori-
zontal, vertical and internal. Horizontal segregation
is where women work in certain occupations and in-
dustry segments and men in others. When women
are employed at lower levels in organisations than
men, this is known as vertical segregation. Inter-
nal gender segregation is where women and men
are employed in the same occupation (and in some
cases by the same employers) but carry out differ-
ent work functions. This means that even an appar-
ently gender-integrated occupation may actually be
highly gender-segregated in practice (Hirenstam et
al 2000, SOU 2005:66, Tyrkké & Westberg 2001).

Kélla: AKU 2004.

In many situations, we stare blindly at the idea
that if only the numbers of women in an occupation,
organisation, company, board of directors or in the
government or Riksdagen (Parliament), etc. become
more equal, then gender segregation will decline and
society will become more equal. But research shows
that the values and processes that result in occupa-
tions becoming gender-marked and gender-segre-
gated do not change especially when more women
enter what was previously a clearly male-dominated
area (Gonis 20053).

Gender segregation is not synonymous with gen-
der marking — a process that renders an occupation
typically female or male (Bradley 1989, Westberg-
Wohlgemuth 1996). I like to use the term gender
marking, since, in my view, if we can deal with gen-
der marking, gender segregation will fade away. No-
tions and ideas about what is feminine and mascu-
line legitimize the placement of women and men in
different occupational categories or the same oc-
cupational categories, but with the content differ-
ently defined. This leads to notions that “female”
qualifications and qualities differ from “male”. The
gender structure of the workplace is underpinned by
the kind of generally shared perceptions of which
requirements are posed by various jobs and by no-
tions of which skills are possessed by women and
men (First 1988, Gunnarsson 1994, Westberg-
Wohlgemuth 1996). Such qualities do not necessar-
ily come from the individual; they may also be as-
sociated with what a particular job attributes to the
individual, such as power, status and pay.

Gender segregation is the process in which women
and men end up in different types of occupation, so
that two different types of labour market may be
said to exist, female and male. Gender marking and
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Table 9.3. Percentage of people in employment, by degree of association with the labour market and by

gender and industry (overall level).

Men, per- Women, | Men, permanently Women, perma- Men, temporary | Women, temporary
manently perma- | employed & self- | nently employed & employment, out employment, out
employed nently employed, out of | self-employed, out | of total number of | of total number of
employed total number of | of total number of women and men women and men
women and men women and men employed employed
employed employed
Agriculture, forestry and 22 6 71 18 8 2
fishing
Manufacturing, mining 66 22 70 23 5 2
and quarrying, energy
production
Of which
Engineering industry 71 18 75 19 2
Construction 65 6 84 7 1
Trade and transportation 45 29 55 31 7 7
Of which
Trade 40 31 52 35
Financial intermediation, 41 33 53 37
business services
Education and research 21 59 22 60 12
Nursing and care 12 68 13 69 14
Personal and cultural 27 31 36 40 9 14
services, cleaning
Public administration etc. 42 48 42 48 5 5
No information 47 26 56 26 15 6
Total 39 38 46 40 6 8

Kalla: AKU 2004.

Table 9.4. People in employment, by gender and industry, and by proportion of men and women in each

industry.
Industry Men Women
Number Percentage Number Percentage
Trade and transportation 494,600 62 300,100 38
Of which, trade 303,900 57 225,400 43
Of which
Sales of motor vehicles, service 65,600 84 12,200 16
Wholesale and commission sales, not motor vehicles 145,800 71 59,300 29
Department stores, shops with wide range of goods 27,500 33 56,300 67
Specialist shops 55,600 38 91,800 62
Retail, not shops 4,600 48 5,000 52
Repair workshops for domestic appliances etc 4,800 86 800 14
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gender segregation interact, and are determined by
the social structure of gender.

So gender marking takes place by a process in
which the qualifications and characteristics of an oc-
cupation become associated with gender. This gives
us an idea of which gender a person should have for
a particular job. Gender marking becomes apparent
when occupations become female or male. In theory,
gender segregation may be seen as a result of gender
marking of qualifications, characteristics, occupa-
tions and work functions (Westberg-Wohlgemuth
1996). However, there is interplay between the gen-
der-segregated society in which we live and the gen-
der-marking process, one result of which is that the
conditions that lead to gender marking change over
time.

Experiments have been made to increase the
number of girls and women in non-traditional areas
both in school and in working life. But changes in
values have not been on the agenda. To be able to
carry out such experiments, project supervisors have
nearly always had to be able to offer concrete proof
that the organisation will genuinely profit in some
way from participating. Arguments that sick leave
in gender-integrated occupations is lower, that the
work environment is better and that organisations
gain financially from gender integration are consid-
ered acceptable.

Many experiments have been successful while
they are in progress, but their longer-term effects
have turned out differently from the ones anticipat-
ed. Abrahamsson, in her research (2000), coined the
term restorer. According to her, a gender order usu-
ally exists in an organisation, thatis, an existing state
of gender segregation and gender marking, which
means that the system is restored once the change
has taken place in the organisation. The organisa-
tion does perhaps not appear to be exactly the same
after a change, but the gender order is restored.

The gender division of work is developing and
shifting constantly, and work functions are chang-
ing all the time. In report SOU 2004:43, the authors
conclude that gender segregation has decreased,
mainly as a result of a higher proportion of women
in many male-dominated occupations that require
higher education. On the other hand, in male oc-
cupations requiring a lower level of education, the

gender pattern is more or less unchanged. This also
applies to the female occupations, but unlike wom-
en, boys and men show no interest in any type of
female occupation, whatever the level of education
required. The report also pointed out an imbalance
— the occupational categorization of ordinary male
occupations is in many cases much more detailed
than the categorization of female occupations (SOU
2004:43, Tyrkké &Westberg 2001).

Gender distribution in different sectors and in
trade and industry
At the same time, workforce participation offers a
limited picture of the actual conditions for women and
men in the labour market. Working and employment
conditions, pay, patterns of working hours and place-
ment in the labour market are factors that must be taken
into account in any analysis of the conditions for women
and men in the labour market and their ability to sup-
port themselves financially. (Jimstilldhetsutredningen
(Equal Opportunities Report) SOU 2005:66).
Women work nearly as much as men, but women
and men are unevenly distributed in the private and
public sectors. Just over four out of five men work
in the private sector, while an almost equal propor-
tion of women work in the public sector. However,
to better understand the stratifying role of gender,
we must break this statistic down into finer detail.
We discover that internal gender segregation is evi-
dent even from a fairly crude classification of trade
and industry. Branches of industry that appear to be
male-dominated may include niches where women
are in the majority, or vice versa, and it may also be
that gender distribution is equal in one part of an
otherwise highly gender-segregated occupation.
Trade and transportation may serve as an exam-
ple. First, let us look at the numbers of men and
women in a crude division. Then we can make a di-
vision of the trade and industry in detailed levels.
When the gender split is 40 percent of one and
60 of the other, this is a result that Swedish society
accepts as an official limit for equal opportunity to
exist. According to this definition, the sector “trade”
is entirely gender-integrated — but at a higher level
of detail certain areas of trade are to a greater or
lesser extent female- or male-dominated. Consider,
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Table 9.5. Percentage of temporary employees out Table 9.6. Temporary employees 20-64 years, by
of total number of employees. type of employment 2003. Figures in thousands.

Kélla: AKU 2004.

for example, the categories “motor trade and serv-
ice” and “department stores and shops with a wide
range of products”. In the first-mentioned category,
men represent just over 8o percent, while in the sec-
ond two out of three employees are women.

As I mentioned earlier, highly gender-segregated
jobs may be a constraint to human resources being
used in the right way. One barrier to women choos-
ing a type of job that is highly male-dominated but
that they might actually feel comfortable in and
would be excellently suited for, or vice versa for men
— that they might choose a type of job that is highly
female-dominated — may be the workplace culture
and the fact that the dominant gender may have dif-
ficulty in accepting the other gender in their circle.
So the gender-segregated labour market sets limits
to personal choice and makes it difficult to achieve
equal opportunity.

Several studies show that non-traditional choic-
es are both perceived differently and have different
consequences to women and men. Men in female
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Industry Total Of whom, Of whom, Form of employment Women Men
men women Temporary replacement 116,000 43,000
Trade and . 15 50 50 Ad hoc recruitment 64,000 37,000
transportation
; Project employment 40,000 43,000
Of which, trade 16 41 59
- Trial or work experience 26,000 34,000
Of which Total Of whom, Of whom,
employment
men women
Holiday, seasonal 24,000 25,000
Sales of motor 10 75 25
veh-icles and Other 14,000 16,000
service Sum total 284,000 198,000
Wholesale and 09 65 35 Kalla: SOU 2005:66, s 154.
commission sales,
not motor veh.
Department stores, 23 28 72
shops with wide
range of goods
Specialist shops 25 29 71
Retail, not shops 23 10 90
Repair workshops 19 15 85
for domestic
appliances etc.

occupations are met with expectations that they can
offer something beneficial, both occupationally and
socially, even if their choices may arouse suspicion
and uncertainly, especially with regard to their sexu-
al orientation, while women in male occupations of-
ten have to prove their occupational skills and their
personal value. Both genders feel highly conspicuous
when they are in a minority. In addition, those who
make a non-traditional choice often face demands
to explain their choice (Nielsen Steen & Rieck So-
rensen 2004, Westberg-Wohlgemuth 1996).

Working bours and under-employment

I have here reported statistics indicating that the la-
bour market is still very gender-segregated. In some
cases, gender segregation has declined on a highly
aggregated level, but when the figures are broken
down, we can see that the statistics are fairly decep-
tive.



It is also possible to analyze the conditions for
women and men in different categories. The gender
distribution in temporary jobs in trade and trans-
portation may serve as an illustration.

In all cases, the proportion of women in tempo-
rary jobs exceeds their proportion in the occupation
(see Tables 9.4 and ¢.5). In all categories, women are
overrepresented in temporary employment.

In trade, part-time working is commonplace. In
“The entire project”, Anita Nyberg demonstrated
that the statistics render women’s unemployment
invisible and marginalizes it. Part-time working is
more common among women than men, and many
more women are part-time unemployed than full-
time unemployed. The figures on which Anita Ny-
berg bases her observations date from 2003. They
show that around 222,000 women are full or part-
time unemployed, compared to roughly 137,000
men (Nyberg 2003, SOU 2005:66).

The official Swedish Labour Survey counts only
tull-time unemployment as unemployment. Part-
time unemployment is reported in these statistics
as part-time employment, offering an over-estimate
of women’s unemployment and an under-estimate
of women’s unemployment (Nyberg 2003, SOU
2005:66).

Pay differentials

Temporary jobs and part-time working are also a
problem in terms of women’s financial independ-
ence. Not having a fixed or full-time income re-
duces women’s freedom of action. In 2003, it was
estimated that a little more than 480,000 people in
Sweden were in temporary employment, of whom
approximately 284,000 (60 percent) were women.
The most common form of temporary employment
for women is as a temporary substitute for specific
employees. Such employees are recruited on an ad
hoc basis. Temporary substitute employment is three
times as common among wormen as among men.
Certain temporary jobs involve high-level duties
that call for a high level of education and are large-
ly on a trial and/or project basis. Others are sim-
ple jobs that do not require any education at all and
are mostly temporary or ad hoc recruitments. The
least secure types of employment are fairly common

and are more likely to be held by women than men.
Most employees are young people of both genders,
and middle-aged women (Gonis 2005, Hirenstam
et al 2000, Westberg 1999).

The work environment for temporary employ-
ees may be considerably worse, since people who
are temporarily employed or recruited are mostly
needed during production peaks and are subject to
pressure of time and high workloads (Gonis 2005,
Hirenstam et 4/ 2000, Westberg 1999).

A project in which the living and working con-
ditions of women and men were compared also
showed that factors that are structural by nature,
such as classification of position, favour men. To be
more exact, men more often occupy a high position
in the socio-economic classification and are highly
paid without being highly educated. In contrast,
women are often highly educated without having a
high position or being highly paid (Hirenstam et 2/
2000).

A study in Ostergotland County investigated
whether changes in the gender composition of oc-
cupations1 bore any correlation to the trend of pay
for women and men. The results indicated that men
were higher paid than women, irrespective of the
gender distribution. The most favourable trend of
pay was recorded for men in the best-integrated cat-
egory. It also seemed that men’s pay increased re-
gardless of the trend for a particular occupation, i.e.,
whether equal opportunity rose or fell in that oc-
cupation. To women, on the other hand, the most
favourable trend of pay was in the occupations that
changed least in terms of segregation. The poorest
trend of pay for men was noted in female-dominated
occupations (Gonis 2005, Westberg & Bildt, to be
published).

These findings support the theory of value discrim-
ination (see SOU 2005:66, page 160). Value discrim-
ination is when a job that is female-dominated is val-
ued and paid lower than a job that is male-dominated
but has similar qualification requirements. Another
manifestation of value discrimination is that when a
male-dominated occupation becomes female-domi-
nated, the relative level of pay generally falls.

The above examples and the results of the study
of pay trends reveals a further effect of value dis-
crimination: when an occupation is gender-integrat-
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ed at overall trade and industry level, but internally
is gender-segregated at occupational or work-func-
tion level, lower levels of pay are shown for female-
dominated groups in the occupation. Value discrim-
ination associated with an occupation via the gender
marking process, in which history, culture, language,
standards and values are incorporated, also has the
effect that in female-dominated occupations men
receive lower pay than men in occupations where
more men are employed.

Attitudes and values

"To better understand the processes that lead to gen-
der segregation, it is important to apply quantitative
alongside qualitative methods. Qualitative research
helps us to understand the very complex mecha-
nisms that lead to gender segregation and gender-
stereotyped work functions in the same occupation.
In SOU 2004:43, it is hypothesized that gender-
segregating structures may partly be explained by
the issue of power. Many apparently gender-neu-
tral areas, such as the labour market, educational
system and organisations, produce different results
for women and for men, without any explicit gen-
der-separating purpose being discernible. This is
perceived by many as a logical consequence of the
situation and is indicative of an invisible influence
— immanent pedagogy — and ultimately an issue of
power. “Immanent pedagogy” is the invisible influ-
ence to which the person is exposed in the family
and in our institutions, which permeates everything
from school to organisations and the media and
which is incorporated into the structures of society.
"This invisible influence is manifested in fundamen-
tal values that for example result from communal,
unexpressed notions that exist in our surroundings
and that we carry with us, often throughout our life
(Firth e al 2002, Westberg-Wohlgemuth 1996).
The process by which values change is slow. This
applies not just to individuals — only extreme circum-
stances affect the values of an adult person — but also
to the collective level, where values move slowly. Su-
perficial values shift more quickly. “Superficial” val-
ues include attitudes, trends and opinions. There is
an interaction between the society in which we live
and our values. As we grow up, society moulds our

values, but we also shape society via our values. So,
for a transformation to come about, changes at both
structural and individual level are necessary. An ini-
tial step is to expose the implicit and in many case
invisible notions that exist in society and among in-
dividuals.

In two reports, I have described a couple of ex-
periments where the indirect aim was to influence
the gender-segregated labour market and the di-
rect aim was to initiate a change of attitude towards
equal opportunity issues. The experiments aimed to
provoke a discussion of fundamental values, occu-
pational roles and attitudes towards people among
employees (Westberg 2003, 2004). In both projects
(regional mainstreaming projects at the Swed-
ish Labour Market Agency), surveys were carried
out before the projects and one year after start-up.
The question was whether the projects led to any
changes, among the employees participating in the
projects, in notions of women and men and their ap-
proach to work. The employees were asked to re-
spond to a number of statements. Some of these ad-
dressed attitudes, notions and points of view. Other
statements centred more on knowledge and/or built
on the person’s own experiences of his/her work, al-
though they also dealt with attitudes. According to
the theory of valuation research, it should be easi-
er to influence attitudes and points of view that are
based on knowledge and experience and that are
formed at adult ages than those notions and view-
points that we are brought up on.

The results demonstrated that the attitudes of the
employees changed. In certain cases, the responses
may be interpreted such that those who participated
in the projects perceive greater gender differences.
In other cases, the responses may be interpreted
as indicating lack of awareness of the importance
of gender affiliation to both the person’s own and
other individuals’ attitudes. However, the responses
may also be interpreted as indicating that the per-
son’s awareness of his/her own viewpoint had in-
creased, which absolutely does not necessarily — but
still could — mean that the individuals had acquired a
more equality-based perception and had also began
to act in a more equality-based way. This could at
least be a step on the way to a more equal society.



Differences in educational choices

What affects the educational and occupational
choices of girls and women and of boys and men?
One theory says that educational and occupational
choices are made rationally. Another theory starts
from the assumption that boys and men are socially
conditioned directly into their occupational role,
while girls and women are socially conditioned to
relate to both working and family life at the same
time. As a result, girls and women often choose a
strategy of adaptation when they make their occupa-
tion-based educational choices. They may perceive
a conflict between studying and professional career
and their responsibility for the family (Alsbjer 1990,
Elgqvist-Saltzman er 4/ 1983, Elgqvist-Saltzman
1998, Nielsen Steen & Rieck Sarensen 2004).

In a Danish project, the researchers focused their
interest on the importance of gender to the notions
of 20-21 year old women and men vis-a-vis their
future labour market, about the influence of their
parents and about whether their programme coor-
dinators and counsellors were aware of gender dif-
terences. The researchers’ intention was to identify
barriers to equal opportunity in the labour market
(Nielsen Steen & Rieck Sarensen 2004).

The study did not conclude that any one single
factor explained the gender-stereotypical choices
that young people make. Instead, several factors in-
teract. The conscious educational and occupation-
al choices are controlled by a series of factors that
are to a greater or lesser extent unconscious, such
as parent’s education and social background, the
educational ideology of society, entry requirement
factors and, last but not least, cultural expectations.
All this contributes to the gender marking of edu-
cational programmes and occupations. The role of
parents in these choices is important, while the role
of counsellors is less significant (Nielsen Steen &
Rieck Serensen 2004).

The interviews show that gender is an issue that
the young can relate to. Like counsellors and par-
ents, they have fairly fixed notions of gender and
work functions, and they have specific experiences
of the fact that gender comes into play while they
are in education, work experience or work. In work
and education, the young are met by expectations
that are determined by whether they are female or

male. The links are strong between subject quali-
fications and individual qualifications and between
notions of feminine and masculine characteristics
(Nielsen Steen & Rieck Sarensen 2004).

"The young individuals who make non-traditional
choices meet reactions from their surroundings that
force them to create a new gender identity or to re-
define the gender-marking of the job. Women in
male-dominated occupations tend to try and fit it as
men, while men in female-dominated occupations
more often try and fit in by changing the profile of
the occupation. Men grasp the gender-marking of
the occupations and try to eliminate it, while women
do not challenge the gender-marking of the occupa-
tion and instead seize on their own attitude towards
their gender. The findings of the Danish study are
partly confirmed by studies I mentioned earlier, at
the Swedish Labour Market Agency, and experienc-
es acquired in the “Equal Opportunity Partnership”
in Givleborg County.

The young people of today feel they enjoy equal
opportunity. Both adults and young people con-
sider that equal opportunity prevails among young
people. The picture is often painted that the young
generation is the generation of equal opportunity
that has accepted the equal opportunity discourse
more than adults. According to Ericsson (1999), a
picture is presented in the media that post-modern
man will dismantle the gender roles while the older
generation will live on with its old values. But this
reflects hope rather than the way reality looks on
the ground. Girls and boys still make different edu-
cational and occupational choices, and this perpetu-
ates the gender-segregated labour market, with dif-
ferent working conditions and different pay.

Gender distribution in educational choices

If we examine the statistics in Sweden on how young
people make educational choices, the impression is
reinforced that there is a long way to go until a la-
bour market of equal opportunity — in particular of
equal gender opportunity — is achieved.

SOU 2004:43 concludes that gender segrega-
tion has decreased as a result of higher participation
by women in higher education. But if we examine
vocationally-oriented educational choices by young



Table 9.7. Students, by subject 2003/2004 and comparison with 2002/2003.

Subject Total Percentage Percentage change
Women Men Women Men
Humanities/Theology 107,000 63 37 4 3
Of which, Swedish/Nordic 20,200 71 29
languages
English 16,800 60 40
Philosophy 5,165 42 58
Law/Social Science 214,000 63 37 1 0
Of which, Business 50,900 50 50
Administration
Law 33,900 59 41
Psychology 18,300 74 26
IT, Computer and System 23,800 33 67
Science
Economics 18,126 46 26
Science 86,000 44 56 2 0
Physics 17,700 30 70
Technology 76,200 31 69 0 2
Of which, Computer Science 21,500 21 79
subjects
Electronics 16,700 17 83
Bachelor of Engineering 29,300 26 74
programme
Master of Engineering 16,100 25 75
programme
Medicine/Dentistry 29,600 76 24 11 10
Of which Biomedicine/Medical 11,379 80 20
Science
Preclinical Medicine 1,247 58 42
Nursing/Care 38,100 87 13 4 9
Of which Nursing 29,752 88 12
Physiotherapy 2,444 78 22
Nursing programme 17,000 86 14
The Arts 15,700 57 43 -6 2
Of which Sport and Physical 2,747 49 51
Welfare
Art 4,164 58 42
Other areas 7,500 53 47 3 -1
Total 397,700 60 40 3 3

Kalla: UF 20 SM0501 Hogskoleverket och SCB 2005.



people at upper secondary school level more closely,
the outlook doesnotseem especially bright. The main
reason why gender segregation has fallen lies in a
higher proportion of women in many male-domi-
nated occupations that demand higher education.
On the other hand, the gender pattern in “male
occupations” with lower educational requirements
is largely unchanged. This also applies to “female
occupations”, but unlike women, boys and men are
uninterested in all types of female occupation in
this category, irrespective of level of education. The
report also points out an imbalance: the classifica-
tion of occupations that are mainly held by men are
detailed, which is reflected by the number of vo-
cational specializations at upper secondary school.
Vocational specializations oriented towards boys are
more numerous than those aimed at girls. Jonsson
(SOU 2004:43, Appendix 6) takes the view that as
upper secondary schools offer more vocational spe-
cializations to boys, boys will already have received
vocational training to a higher degree than girls be-
fore they go on to higher education.

Jonsson concludes that gender segregation in-
creases at upper secondary school, even if not by
much. He also shows that the educational level be-
tween women and men is not gender-segregated, but
the orientation of education remains clearly gender-
segregated. In many programmes, equalization has
taken place, while in others gender segregation has,
if anything, risen. In science, there has been gender
equalization, while in nurses’ training gender segre-
gation has increased.

Of all upper secondary school pupils in autumn
2003, 51 percent were boys and 49 percent girls.
Science, media studies, hotel and restaurant man-
agement, and specially designed/ individual pro-
grammes were the only programmes where the gen-
der distribution was relatively even (by the 60/40
principle). In the nationally offered programmes,
the proportion of women varied between 87 percent
in nurses’ training and 2 percent in electricity and
energy (Swedish National Agency for Education,
2004).2

Choices in higher education are not as gen-
der-segregated as at upper secondary school. The
number of students at colleges and universities in-
creased up to the 2003/2004 academic year. In high-

er education, women dominate, at nearly 58 percent
of the total. In 2004, half of all 25 year old women
had started higher education, but just 38 percent of
all 25 year old men. It is important to take into ac-
count here that many more young men than women
already have vocational training, and for that reason
not have the motivation to seek higher education.

Jonsson considers that when determining gen-
der distribution in a particular area of study, we
should take into account the fact that the propor-
tion of women who are students in higher education
is greater than the proportion of men.

"Table 9.7 shows that gender segregation remains
high. In technology, the proportion of women was
31 percent in the 2003/2004 academic year. This is
a two percentage increase from 2002/2003. If we
look at certain areas of technology, the proportion
of women is a great deal lower than this, and the
proportion of women in the higher education engi-
neering programme declined. In nursing and care,
the proportion of women is 87 percent — numbers
rose for both men and women, but the increase for
women was higher. The least gender-segregated
specialization in nursing and care was physiother-
apy, with 22 percent men. In I'T| the proportion of
new students who were women was 18 percent in
2003/2004. In physics and economics, the propor-
tion of new students who were women was 28 per-
cent and 44 percent, respectively. It seems that the
proportion of men has increased in these areas. In
psychology, new students who were women repre-
sented 77 percent of the total. The proportion of
new students in Swedish and Nordic Languages
who were women shows a drastic decline, relative to
the proportion of women overall.

One area that has become sharply feminized is bi-
omedicine and medical science, even if the number
of new students who are women has decreased rela-
tive to the proportion of women overall. The table
also clearly indicates that internal gender segrega-
tion is not in the process of diminishing, and indeed
exists are practically every level.

With the need for training in the labour market
constantly rising, we are acquiring an education sys-
tem that is becoming more and more adapted to the
vocational needs of the market. The education sys-
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tem gives the members of society their rights to ed-
ucation and on equal terms. In the education policy
that is being conducted, there is a perception that
equal opportunity can be achieved through educa-
tion. However, through its link to the vocational re-
quirements of the market, the system instead often
functions as a tool of social and gender stratification,
for example, in that education is discussed in terms
of input and output, with the emphasis on through-
put to the labour market (Ve 1999, SOU 2005:66).

Conclusion

The occupational choices of both adults and young
people are largely determined by the way in which
gender is constructed. There is a certain amount of
support for the theory that educational and occu-
pational choices are rational, but this rationality is
largely based on the fact that occupations are gen-
der-marked and that the labour market is gender-
segregated, which further underpins the notion that
our choices are socially constructed.

Overall, gender segregation has declined in the
labour market, but not because of all the attempts
that have been made to integrate women into typi-
cally male-dominated areas. It is because women
themselves are seeking to enter these areas. In con-
trast, men are not (trying) to any major extent try-
ing to enter female-dominated professions. It is for
this reason, among others, that Asa Lofstrom (SOU
2004:43) suggests that greater efforts should be
made to integrate men into, for example, nursing
occupations. While it is true that various studies (in-
cluding the Danish one) show that men are received
in a positive way when they choose female-dominat-
ed occupations, more needs to be done if an equal
opportunity labour market is to be achieved.

A major barrier to an equal opportunity labour
market lies in the fact that gender-marking of work
functions does not lessen when gender segregation
decreases on a more aggregated level. The gender
marking process is more determined by factors that
give rise to value discrimination and values attrib-
uted to gender, i.e. culture, standards, history and
so on. If we do not try to bring about changes in the
gender-marking process, we will not achieve equal
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opportunity and gender-integration in the labour
market.

Much of what I have described points to structur-
al differences and it is structural factors that favour
men rather than women. In a recently concluded
project, “Gender and work”, studies were carried
out at labour market, organisation and individual
level. One conclusion was that the knowledge of
gender structures that are identified in study after
study should be acted upon (Gonis 2005).

So part of the problem can be resolved by view-
ing equal opportunity as an issue of knowledge. But
traditional education is not enough; education must
be turned into practical action. This is best done by
connecting education to reality, that is, by adapting
education to the players and structure for which it is
destined; by establishing a learning process in work-
places, in politics, at institutions, in organisations
and at individual level. The time needed to turn
theory into practice should not be underestimated.

Notes

1. Wholly segregated male-dominated occupations (where
go—100 percent of the total number of people in the occu-
pation are men), moderately segregated male-dominated
occupations (where 60-8¢ percentare men), integrated oc-
cupations (40—59 percent of the same gender), moderately
segregated female-dominated occupations (where 60-8¢
percent are women), wholly segregated female-dominated
occupations (where go—100 percent of the total number of
people in the occupation are women). Shifts between the
categories may be possible (Tyrkkoé & Westberg 2001).

2. Asaresult of extensive re-coding, the figures for 2003 are
not comparable with those of previous years.
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CHAPTER IO

Education and the supply of skills

to the labour market

Dan Grannas and Jonas Olofsson

Do upper secondary school pupils and university students receive an education that fits the needs
of the labour market? Swedish education has changed radically in the past 15 years. Vocationally-
oriented courses at upper secondary schools have been transformed into three-year programmes
that lead to qualifications to enter higher education, while at the same time the percentage of young
people in higher education has doubled. In addition, demands for knowledge and skills in the labour
market have risen.

Dan Grannas and Jonas Olofsson discuss the interconnectedness of educational levels, the orien-
tation of education and employment. The authors points out that too few people are choosing courses
based on technology, construction, nursing and care, while more people are taking media studies, art,
music and drama, and social science subjects than are demanded by the labour market. The authors
identify the same mismatch in higher education. Only about 50 percent of students at university level
take final examinations. Something is fundamentally wrong when such a high proportion of students
become unemployed after their education. The authors also point out that those who fail to complete
upper secondary school education are heavily overrepresented among people in the age bracket of 20-
24 years who are dependent on social benefits. One main conclusion is that the government's target of
50 percent of a cohort in some form of post-upper secondary school education might lead educational
policy in the wrong direction at a high social cost.

Major changes have taken place in the Swedish edu-
cation system in recent years. Vocationally-oriented
courses at upper secondary schools have been trans-
formed into three-year programmes that lead to
qualifications for studies at higher education level.
At the same time as the structure of upper second-
ary education has changed, a dramatic increase has
taken place in the numbers of students at post upper
secondary level.

One important explanation for changes in the or-
ganisation of education is that demands for knowl-
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edge and skills in the labour market have increased.
Even if the notions held about greater demands for
mobility in the labour market are often highly ex-
aggerated — the average period of employment at
one and the same company has, for example, not
declined - there is much to indicate that the labour
market demands greater adaptability than before
(Auer 2005). Structural changes are reducing the
scope for jobs with low educational requirements
(Aberg 2004). At the same time, there has been an
increase in jobs in service-producing sectors, with



Table 10.1. Educational models at secondary school level

A. A business-linked model

B. A government-directed model

C. A voluntary model

Government apprenticeship legislation

School-based vocational education

Emphasis on general education

Collective bargaining determined
provisions on education

Integrated organisation of education

Integrated organisation of education

Highly standardized programme

Limited local influence
Highly standardized

Major local influence
Marked differentiation

Highly developed collaboration between
businesses and labour market parties

Scope for influence by parties

Vocational education a voluntary matter
for individual businesses

Split educational organisation

Social political link Social political link

Weak social political link

Examples: Germany, Austria and Denmark

Examples: Sweden and France

Examples: the US and UK

higher demands for knowledge and skills (Carnoy &
Castells 1997, Schon 2000). With the breakthrough
of the service and information society, production
today employs far less wage-earners than the occu-
pations associated with the technical and replicate
prerequisites for production, ranging all the way
from product development, distribution and sales to
education and child and elderly care. Another result
is changes to work place organisations, greater indi-
vidual influence on the working process, and gener-
ally higher requirements as to qualifications.

In this chapter, we will analyze the relationship
between, on one hand, levels and orientation of
education and, on the other hand, the needs of the
labour market. Within a ten-year period, 30 to 4o
percent of the current labour force will leave their
jobs. Regardless of whether the number of jobs rises
of falls — the population forecast anticipates a cer-
tain increase in the number of people of working age
by 2015 - the result will be to create a demand for
intensive matching of young and recently trained
applicants to job vacancies. Today, there is much to
suggest that this process of matching will become
more difficult, partly because of a high proportion
of dropouts and partly because of imperfect match-
ing of educational programmes at various levels to
needs of the labour market.

Before we address the main issue of how the edu-
cation system and the workforce line up against the
qualification requirements in the labour market, we
would first like to report on the Swedish experi-

ence in a wider context. How do the organisation
of education and the provision of skills differ be-
tween various — otherwise comparable — countries?
How do the different educational models affect the
way young people establish themselves in the labour
market, and, finally, how do educational levels, edu-
cational orientation and employment interact?

Educational models and establishment in the
labour market — international experiences

An international survey shows that the organisation
of education bears a close relationship with condi-
tions in the labour market and with what is a lit-
tle loosely called industrial relations (Thelen 2004).
The central players are the government and employ-
er and trade union organisations. In the following,
we will deal with the different circumstances relat-
ing to educational programmes at upper secondary
school level.

The way education is organised at upper second-
ary level differs from one country to another, but
it is possible to discern a number of main models
(Olofsson 2005). The differences between these
models arise from different traditions, for example,
with regard to the freedom of education relative to
the labour market, the role of the government in
the economy and the relative political strengths of
wage-earner and employer organisations. In addi-
tion to the Swedish tradition of school-based vo-
cational education under the auspices of the public
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sector, we will refer to the industry-organised Ger-
man model and the North American tradition of
mainly academically-based education at upper sec-
ondary level (see Table 10.1). In the first two mod-
els mentioned, the government and parties in the
labour market have traditionally exercised a major
role in skills provision, while businesses themselves
have had to bear the main responsibility in the US.
However, the models are not static. The Swedish
educational model is, as mentioned above, in a proc-
ess of intensive change. The general or academical-
ly-based educational content is becoming more and
more emphasized at upper secondary level. Further-
more, the decision-making expertise is increasingly
decentralized as a result of schools being brought
more under local authority control in the early
1990s. The educational programmes have become
much less standardized.

On occasion, the terms “cooperative”, “govern-
ment-directed” and “voluntary” are used to distin-
guish between the various systems from the voca-
tional viewpoint (ILO 1998). The important point
lies in the differences in responsibility for financing
of vocational education. In the cooperative model,
responsibility for vocational education is shared by
industry, the labour market parties and the govern-
ment. The same applies to financing. In the volun-
tary model, the government plays a very small part
in the organizing and financing of vocational edu-
cation. Responsibility for vocational education rests
mainly with individual businesses, and the same is
true of financing. There is no close cooperation be-
tween businesses and the labour market parties to
encourage vocational training. The term “govern-
ment-directed model” is used to denote a system
in which the government takes responsibility for
most of the organizing and financing of vocational
education. The models represent different ways of
tackling the market failures that are commonly as-
sociated with investments in education, i.e. the un-
certainty as to the way the costs and benefits of this
education are shared. In the voluntary model, the
responsibility and risk-taking is transferred to the
individual business and the individual vocational
student, while the cooperative and government-di-
rected models represent two different ways of deter-
mining both responsibility and relative shares.
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The differences between the education systems in
the US and Germany — here representing the volun-
tary and the cooperative models, respectively — are
reflected in different understandings of the concepts
career, employment and occupation. The concept
of career relates to a person’s growing experience
and rising status over time. Unlike the perception
in the US, the German understanding of the con-
cept centres on a regulated professional career in a
company or a bureaucratic organisation. In Germa-
ny, the concept of employment is linked to profes-
sion, whereas in the US it can either mean job or
profession. The concept of profession in the US is
linked to college or university education, while em-
ployment — in the sense of a job — is assumed only to
require minimal education or limited training at the
workplace itself. Consequently, in Germany, the no-
tion of professional identity is central. It is laid down
via the education at secondary level and is assumed
to characterize the person’s employment through-
out his/her period of working age, at different lev-
els, in different organisations and businesses (Heinz
1999).

These differences may of course also be under-
stood from the perspective of various segmentation
patterns in the labour markets. In the US, at least
high school education is required, and in most cas-
es also post-upper secondary school education, for
career opportunities to open up in internal labour
markets. For those with a lower level of education,
jobs in secondary labour markets await. These con-
sist mostly of low-paid work in the service sector, i.e.
jobs not demanding any particularly prior knowl-
edge or skills. In Germany, the individual’s career
follows established career paths in which experience
from apprentice training is absolutely central, not
to say a prerequisite. As in Sweden, a considerably
narrower wage/salary spread has the effect of coun-
tering the growth of low-paid jobs in the service sec-
tor. In Sweden’s case, it is also possible to distinguish
a clear pattern of segmentation, in which above all
young people, immigrants and those with a low level
of education are finding it more and more difficult
to compete for jobs.

So, while the differences between the organisa-
tion and orientation of the education system are and
have been substantial, there have been tendencies



for education models to converge in recent years. In
the US and the UK, this has been manifested in that
basic vocational education has expanded at second-
ary level. At the same time, efforts are being made
in Germany to extend the dual system to cover new
parts of the labour market as well as embracing a
greater content of traditional academically-based
education.

A broad consensus exists on the importance of
knowledge provision to the ability for businesses to
develop, to productivity and to economic growth.
Furthermore, it is not especially controversial to as-
sert that the volume and spread of human capital af-
fect individuals’ conditions in the labour market and,
by extension, the way income and life opportunities
are distributed. In the EU, the rate of employment
in the age bracket of 15-64 years is just less than
20 percentage points lower for low-educated women
and men — defined as those with their highest edu-
cation at primary school level — than for those with
upper secondary school education. Unemployment
is slightly under so percent higher, while the pro-
portion of those totally outside the workforce is 20
percentage points higher among low-educated peo-
ple than the average for those with upper secondary
school education (European Commission 2003).

In addition, labour market conditions for low-ed-
ucated people have worsened considerably over the
past few decades (Wadensjo 1997). There are sev-
eral explanations for this. One basic explanation for
lower employment and higher income differentials
that is usually singled out lies in higher demands for
qualifications, for example, in the wake of new tech-
nology and changes to work organisations. Moreo-
ver, further reaching economic integration has re-
duced the competitiveness of the relatively highly
paid workforce in the old industrialized countries
(Autor et al 1998, Machin & van Reenen 1998, Mel-
lander 1999). There is also much to suggest that
weakening of the trade union organisations in many
countries has partly been responsible for creating
a situation in which people with the lowest educa-
tion are offered less skills development in the labour
market while at the same time employment condi-
tions have become less and less secure.

International research on youth transition from
school to work suggests that different educational

models affect young people’s ability to find jobs and
to support themselves. Countries with a regulated
transition from school to working life, via a highly
developed vocational education system, generally get
tewer dropouts, lower youth unemployment, fewer
young people outside both the education system and
the labour market (fewer inactive people) and a nar-
rower income spread (Machin & van Reenen 1998,
Olofsson 2005). The reverse is true of nations with
a more generally oriented education system with less
standardization, i.e., where the differences in educa-
tional orientation and quality vary sharply from one
school to another. The latter situation applies in the
US, while Germany is usually held up as an example
of the first, regulated model (Ryan 2001).

In Sweden, youth employment has fallen dramati-
cally over the past 15-year period, above all because
of higher student numbers and extended periods of
study, but also because of higher unemployment.
Higher numbers of students and unemployed people
have also been a factor in wider income differentials,
both within the youth category and between young
and middle-aged people.

New jobs and required qualifications

Research and political debate on skills provision
in the labour market centre on issues such as how
closely the education of the workforce matches the
nature of and qualifications required for the jobs
on offer. A common perception is that more people
need to increase their level of knowledge, but at the
same time warning signals are coming from certain
quarters about the negative impact of over educa-
tion. The standard of education among the work-
ing-age population has risen dramatically in recent
years. Upper secondary school has to all intents and
purposes become compulsory, and the number of
places in higher education has expanded markedly
since the mid-1ggos. This means that the levels of
education are considerably higher among those en-
tering the labour market than among those who are
leaving it. The trend may be regarded as beneficial,
in that the demands on jobs are rising. As already
mentioned, globalization is bringing intensifying
competition, a development that threatens above all
low-productivity jobs in the manufacturing sector.



In the media, widespread coverage has been giv-
en to odd cases of relocation of production and jobs
to countries with lower levels of pay costs. But this
is far from a new phenomenon. It is, rather, a logical
part of the structural transformation in which price-
sensitive production is being phased out and gradu-
ally replaced by production with a higher degree of
value added and higher knowledge content, i.e. the
kind of production that can sustain higher pay costs
and meet demands for generous social security.

It is also somewhat noteworthy that the media
debate about the “job drain” rarely mentions when
Swedish-owned companies decide to relocate pro-
duction to Sweden. The reason why certain com-
panies are bringing production back to Sweden
lies partly in unique expertise, strong traditions in
research, healthy workplace relations and a plenti-
ful supply of skilled labour (ISA et 4/ 2005). These
examples also underline that one of Sweden’s out-
standing competitive advantages is a highly educat-
ed workforce.

But opinion among researchers nonetheless di-
verges as to whether employers’ educational de-
mands truly match the work functions to be per-
formed in the labour market. Various methods are
available to measure how closely the requirements
of employers for education match those of the jobs.
Researchers who have chosen to study Statistics
Sweden’s surveys of living standards conclude that
the level of education of employees rose consider-
ably more rapidly than the qualification require-
ments for jobs in the period between 1974 and 2000
(le Grand er a/ 2004). Another method is based on
matching the educational level of employees against
the educational qualifications required for the jobs
according to the Standard for Swedish Occupation-
al Classifications. By this method, the result is the
opposite, indicating that a fairly high proportion of
people are undereducated for their jobs, mostly old-
er members of the workforce (I'TPS 200r1).

It is open to dispute which methods and materi-
als deliver the best picture of the conditions in the
labour market. However, the forecasts published by
the Swedish National Labour Market Board on jobs
in the future give a clear idea of the qualification
requirements for different jobs. The knowledge ele-
ment will increase in many occupations. As a result
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of the reorganisations and rationalizations of recent
years, personnel have more and more been required
to master different, related work functions, and this
is also creating a demand for a broader educational
background. Alongside occupational expertise, stra-
tegic and social skills are increasingly demanded.
Changes in organisations and rising qualifications
among employees are also leading to a reformula-
tion of employer roles and working organisations.
Decentralization and functional flexibility are held
up as increasingly essential, as described in more de-
tail in Chapters 12 and 14. However, the process of
changes has been slow for many employers, which
may be attributable to uncertainty and skill short-
ages (Swedish National Labour Market Board
20054).

During the 1990s, employment increased above
all in the knowledge-intensive service sector, where
education requirements are high, while employment
levels in the other sectors fell. Particularly hard hit
were jobs in labour-intensive industrial and service
sectors. According to the Swedish National Labour
Market Board, demands for renewal and develop-
ment at individual businesses and public authori-
ties to exert pressure on costs and raise competi-
tiveness will intensify. Production processes will
become automated and more complex, while at the
same time the life cycle of products in the markets
will become shorter, which must be seen as a re-
sponse to the ever-increasing competition.

These, then, are some of the factors arguing that
the demands on skills will increase. However, this
will involve not only a need for education away from
the workplace but also to an equally high degree an
increased need for workplace-based training.

Training requirements and
training standards

The government has established a target to the effect
that 50 percent of a cohort will have started post-up-
per secondary school education before the age of 25
years. So what kind of a labour market exists for those
who have completed higher education? As a rule, the
labour market has been good for graduates, but in
recent years has declined somewhat. The generally
weaker demand situation in the labour market hasled



No information available.

Researcher training
Post-upper secondary schoolprogramme
3 years or more

Post-upper secondary school programme
less than 3 years

Post-upper secondary school programme
more than 2 years

Post-upper secondary school programme
no more than 2 years

Pre-upper secondary school programme

0 5

2000
2004

Percent
10 15 20 25 30

Figure 10.1. Educational levels among population aged 16-64 years. Sources: Statistics Sweden, LFS.

to a stiffening of competition for jobs, which aftects
highly educated young people who lack sufficient oc-
cupational experience. But the relative difficulties for
people with post-upper secondary school education
must not be exaggerated. Unemployment remains
considerably higher among the lower-educated. A
person’s actual participation in the workforce is also
clearly linked to his or her educational background.
In 2004, an average of three percent of the popula-
tion with extensive post-upper secondary school ed-
ucation was unemployed, while just over ten percent
were not part of the workforce. These figures should
be compared with those for people with at most a
compulsory comprehensive school education, where
unemployment averaged four percent and a substan-
tial proportion, nearly 30 percent, were outside the
workforce (Statistics Sweden, LFS). In addition,
if we look more closely at the percentage of people
who are participating in labour market policy pro-
grammes, we can ascertain that low-educated people
and the long-term unemployed are overrepresent-
ed. For example, if we consider people of 25 years
and less, we find that the imbalance — that, the open
unemployed plus those occupied in labour market
policy programmes — in 2004 was 20 percent in the
case of those with only compulsory comprehensive
school education and g percent for those with some
higher education (Swedish National Labour Mar-
ket Board 2005b).

Whether or not the nature of jobs has changed at

such a pace as to demand a higher and higher level
of education, the fact remains that education is be-
coming more and more important to those who seek
employment. Today, upper secondary school profi-
ciency or higher is demanded in most occupations.
Several reports show that young people who have
dropped out of upper secondary school or who do
not have a full upper secondary school certificate
have obvious difficulties entering the labour market
(Swedish National Labour Market Board 2003, Ds
2003:33, Olofsson 2005, SOU 2003:92).

In 2004, more than 350,000 jobs of more than
10 days’ duration were registered with the employ-
ment service.! Of these jobs, just under two percent
were some form of management work. Around 15
percent of the jobs required extended higher educa-
tion, while just over 18 percent required a shorter
period in higher education. According to the AM-
SYK? Job Classification System, more than one in
two jobs registered with the employment service re-
quired some form of upper secondary school educa-
tion, while around g percent of the jobs stated no
requirement whatsoever as to formal education. If
management work is defined as a job that requires
a higher education qualification, the proportion of
jobs with requirements for some form of higher ed-
ucation was approximately 3§ percent in 2004.

As illustrated in Figure 1o.1 — and also as men-
tioned earlier — the level of education among the
population in the age bracket 16-64 years has clearly

123



risen over the past few years. The proportion with
a pre-upper secondary school education or no more
than two years of upper secondary school educa-
tion has fallen, while a steadily rising proportion
is shown for people with three years of upper sec-
ondary school education or some form of post-up-
per secondary school education. Thus, in 2004, just
over 30 percent of the working-age population had
post-upper secondary school education. Even if no
direct causal relationship is involved, the fact should
be viewed against the background that around 35
percent of the jobs registered with the employment
service in 2004 required some form of higher educa-
tion qualification. According to Statistics Sweden’s
statistics on gainfully employed people in the 16-64
year age bracket in 2003, 5 percent of those employ-
ees were in management positions. 17 percent were
in work that required specialist theoretical profi-
ciency, while 18 percent were employed in an activ-
ity requiring a shorter period in higher education
and 48 percent were working in a job with qualifica-
tion requirements corresponding to upper second-
ary school education. No information was available
for 5 percent of the employees (Statistics Sweden
2005b).?

It is questionable how closely the SSYK Swedish
Standard Classification of Occupations corresponds
to the level of education that is actually required to
perform the work concerned. However, this statis-
tic supports the notion that, both among the jobs
already in existence today and those registered with
the employment service, a large proportion require
upper secondary school and post-upper secondary
school education, and that there is a clear demand
for a highly educated workforce. The question is
whether research and the debate about the need for
education at upper secondary school and post-up-
per secondary school level should not focus more
on whether the education initiatives are taking place
in the right areas/orientations of education, rather
than concentrating on over education. We will re-
turn to this question later.

It is also important to take the large proportion
of dropouts in the education system into account.
Out of all pupils who started upper secondary school
in autumn 1999, 74 percent had obtained a leaving
certificate in four years (Statistics Sweden 2005a).
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"Thus, one in four does not obtain a leaving certifi-
cate in four years, a worryingly high figure. Out
of the students who started in higher education in
1995/1996, 43 percent graduated after seven years,
indicating that a very high proportion of university
students never achieve a degree.

Despite the fact that for many years the problem
has been observed that periods of study are length-
ening because many people decide to take adult ed-
ucation courses before starting at higher education
level, all of 28 percent of new higher education stu-
dents in the 2003/2004 academic year had neverthe-
less studied both at upper secondary school and adult
education level (Statistics Sweden 2005a). The rate
of transfer from upper secondary school to higher
education within a year is relatively low, having av-
eraged around 18 percent over the past few years. If
the education system offers too many diversions, the
risk is that periods of study will lengthen unneces-
sarily, in turn delaying a person’s entry into the la-
bour market. In the current labour market situation,
with a plentiful supply of labour, delayed entry into
the labour market is not especially important. But
in future, when the composition of the workforce
changes because of large numbers of retirements
in parallel with weak growth in the population of
working age, it will be absolutely critical for a higher
proportion of students to be able to complete their
degree within a reasonable period.

Imbalance between different educational
orientations

As stated earlier, the Swedish National Labour Mar-
ket Board and Statistics Sweden have presented
several reports showing that supply and demand
of labour with certain educational orientations are
not perfectly in balance. In the present situation,
in which general demand for labour has been weak
for an extended period, the shortages are minor.
However, just a few years ago, the imbalance in the
labour market was fairly substantial and businesses
had clear problems in finding labour with the ap-
propriate education and skills (Nutek 2000). As for
the future, both Statistics Sweden and the Swed-
ish National Labour Market Board paint a picture
that foresees major shortages of educated labour in



certain occupational sectors if there is no change in
current volumes of students in various educational
orientations.

Statistics Sweden’s labour survey describes the
recruitment situation and the supply of recent grad-
uates and occupationally experienced labour. The
2004 labour survey indicates that a shortage existed
of both recent graduates and occupationally experi-
enced labour in a range of occupations: doctors, vet-
erinary surgeons, dentists, specially trained nurses,
dispensers, pre-school teachers, recreation instruc-
tors and specialist teachers, qualified mechanical
engineers, qualified agricultural and forestry en-
gineers, qualified energy engineers, qualified con-
struction engineers, qualified automotive and trans-
port engineers and qualified heating, ventilation and
sanitation engineers. This indicates that not only are
occupations involved that require a long period of
higher education — especially those in nursing and
care — but also education at both upper secondary
school and post-upper secondary school level in
technology and science (Statistics Sweden 2004a).
How is it that — in view of the current expansion
of upper secondary school education — shortages are
arising in upper secondary school educated labour
in a situation when the labour market is very weak
and unemployment is high, not least among young
people? How will the ability to recruit personal in
tuture be affected when it will become necessary to
increase the level of replacement recruitment be-
cause of the high numbers of retirements?

Occupations also exist where a major surplus of
labour prevails; these include caretakers, PC coor-
dinators, sales personnel, bookkeeping and account-
ancy assistants, network technicians, care assistants,
warehousemen, children’s nurses and secretaries.
A report in which Statistics Sweden examined in
more detail the occupations where employment was
most common in 2001 — relative to upper secondary
school education completed — shows that 63 percent
of those with training in child care and recreation su-
pervision were working as nursing and care person-
nel. Among those with an upper secondary school
education in art, music or drama, people were found
most commonly to be working as nursing and care
personnel (15 percent) or in a sales capacity in retail-
ing (12 percent). The most common occupation for

those with a media education was sales in retailing
(10 percent), followed by nursing and care (8 per-
cent) (Statistics Sweden 2004b). In addition, peo-
ple with education in these categories not only have
difficulty in finding a job in their “target” occupa-
tion, but also have problems gaining a foothold in
the labour market. The proportion of those in gain-
ful employment is in fact low in the last-mentioned
categories.

Even though there are already clear signs of an
imbalance between the demand in the labour mar-
ket for upper secondary school educated candidates,
vis-a-vis the types of educational orientation offered
by those upper secondary school leavers, this nega-
tive trend is expected to continue. According to the
forecasts from the Swedish National Labour Mar-
ket Board and Statistics Sweden, the new supply
of school leavers with qualifications from the media
and art, music and drama programmes is expected
to exceed demand, which will lead to a dramatic in-
crease in the labour reserve.

The reverse is true in other categories of up-
per secondary school education. Over the next few
years, it is anticipated that the recruitment demand
will outstrip the supply of qualified construction
engineers and a shortage is expected to arise. The
supply of qualified energy and heating, ventilation
and sanitation engineers will also fall short of the
recruitment demand over the next few years. The
development of alternative energy sources and the
adjustment to such sources, along with a growing
interest in environmental issues, is likely to continue
to fuel strong demand for personnel in this category
(Statistics Sweden 2004b).

Even if a major rise in employment does not ma-
terialize by 2010, the recruitment demand will, as
indicated above, grow in many industry and educa-
tional categories as a result of high numbers of re-
tirements. According to both Statistics Sweden and
the Swedish National Labour Market Board, the
shortage of nursing personnel, for example, will
become more serious in the next few years. High
numbers of retirements are to be expected as a re-
sult of the high average age in many of the personnel
categories. It is also foreseen that the rapid growth
in the numbers of the elderly will lead to expansion
of demand for personnel in both healthcare and eld-
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erly care. The Swedish National Labour Market
Board report on the future supply of personnel in
nursing and care emphasizes the substantial demand
for higher education qualified personnel in the nurs-
ing occupations. However, the greatest need is antic-
ipated to be for qualified carers, in view of the weak
interest in the care programme being shown in up-
per secondary schools (Swedish National Labour
Market Board 2002). It is in itself a welcome trend
that the number of places in both medical and nurs-
ing training has increased over recent years. This is
expected to result in a rise in the number of gradu-
ates over the next few years. But, despite this favour-
able development, it is not expected that the supply
of new personnel to the labour market will be suf-
ficient to meet the growing recruitment demand. As
a result, the shortage may become very substantial,
especially of doctors and nurses with specialist skills
(Statistics Sweden 2004b).

As a result, the mismatch at upper secondary
school level between demand and supply of different
educational categories also shows through clearly in
higher education. The same types of educational
category and orientation are also found in occupa-
tions with surpluses and deficits. The shortage of
higher education qualified people that today exists
is found above all in nursing, schools, technology
and science, while a major surplus exists of people
with humanities and social science qualifications. In
the latter categories, conditions in the labour mar-
ket may become problematical.

In view of imminent levels of retirements, it
is worrying that the number of new students in
engineering programmes at master level in the
2003/2004 academic year was the lowest for ten
years. The number has nearly halved since peak-
ing in 1998/1999 (Statistics Sweden 20035a). In the
undergraduate engineering programme, too, the
number of new students has fallen. The Swedish
National Labour Market Board has analyzed the
future recruitment need in the nursing and care sec-
tor, the technology and industry sector, building and
construction and in the education sphere and con-
cludes that projections based on current volumes in
education suggest a steadily increasing shortage of
labour in several occupations requiring post upper
secondary school education.
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Rounding off and proposals

In this chapter, we have emphasized that the chang-
es in the labour market are leading towards higher
educational and qualification requirements. At the
same time, we have pointed to the dramatic changes
that have taken place in the sphere of education over
the past 10-15 years. These have involved not only
vigorous expansion in education but also changes in
the composition of the courses concerned. It could
be assumed that these changes are interconnected,
that higher qualification requirements generate
changes in the education system. To a certain ex-
tent, this is of course true. But the trend is far from
straightforward.

We have established that there are clear prob-
lems in matching the education on offer with the
demand for labour. At upper secondary school level,
pupil numbers are too low in programmes oriented
towards technology, industry, construction, nursing
and care. On the other hand, numbers are too high
vis-a-vis labour market needs in more generally-ori-
ented programmes such as media studies, art, music
and drama and social science. The same pattern is
discernable in post secondary education. The vol-
umes represented by technology and science are too
low while those represented by generally-oriented,
social science and humanities-based courses are too
high, relative to the qualifications demanded in the
labour market.

We have also pointed out the major dropout-
problems that characterize both upper secondary
school and higher education. At upper secondary
school level, the numbers of dropouts has risen dra-
matically since the introduction of the three-year
upper secondary school programme, while figures
from Statistics Sweden show that in higher edu-
cation only around 5o percent of pupils take a final
examination. Of course, the dropout-problem must
be seen as a factor that is aggravating the problems
of matching the education on offer to the demand
for labour.

What conclusions can we drvaw from this?

Firstly, our view is that changes in upper second-
ary school education are needed. Today, there is an
imbalance between vocationally and more generally



oriented education. This cannot be explained away
by the right of pupils to freedom of choice. To be-
gin with, free choice at school is circumscribed. Vo-
cational programmes are under-represented in the
course offerings in many parts, mainly because the
costs of such programmes are high. Programme or-
ganizers therefore have an incentive to offer pupils
relatively cheaper generally-oriented programmes.
In addition, it is not tolerable — either from a socio-
political or a socio-economic perspective — that such
a high proportion of pupils should be unemployed
on completion of their studies. Furthermore, the
problems with dropouts also contribute to the unac-
ceptably high proportion of young people who be-
come unemployed or are totally excluded from the
labour market.

We advocate vocational education that is close-
ly linked to the labour market, where the ambition
should be to offer more fully qualified people and
where the requirement for higher education quali-
fication does not have the same decisive impact on
the design and content of the programme. Experi-
ence argues that, if designed in this way, vocational
education programmes become more attractive and
the dropout rates falls. A further benefit is to com-
bat the trend towards growing social marginaliza-
tion among the young.

Secondly, we propose that young people between
16—24 years who become unemployed should be of-
tered activities at special labour market and learning
centres. These initiatives should be targeted main-
ly at those who lack a full upper secondary school
qualification. Labour market and learning centres of
this type should be able to offer both an employment
service and education facilities, and ought to replace
the current municipal youth programmes and the
youth guarantee. A work and study plan should be
drawn up promptly after the start of any period of
unemployment. Another important function would
be to maintain contacts with the local business com-
munity and to organize apprenticeships for the young
unemployed who are in need of practical experience
of work.

Our third proposal is that young people between
20—24 years to whom income support is their main
form of income should be attached to these train-

ing and learning centres. Those with only pre-upper
secondary school qualifications are strongly over-
represented among those who are long-term ben-
efit-dependent. The proportion of those who are
benefit-dependent in the 20-24 year age bracket is
more than ten times as high than among those with
a full upper secondary school qualification. Thus,
in our view, income support should be made more
clearly conditional. A work and study plan tied to
the labour market and learning centre should be
drawn up as above.

Fourthly, and finally, it is our view that the gov-
ernment’s target of 50 percent of a cohort in post-
upper secondary school education is questionable.
The major increase in volume that has taken place
at post secondary education level threatens to erode
the quality of the education offered. Major problems
also exist in the composition of the educational ori-
entations. The shortages of students in technology
and science, as well as in teaching programmes, for
example, may create serious problems in the long
term. These programmes must therefore be made
more attractive. We cannot solve the problem by
setting up defined volume targets. It can only be
dealt with via intensive study counselling, changes
in work environments and pay differentiation in the
labour market that reflects real differences in sup-
ply and demand in different occupational and edu-
cational categories.

Notes

1. Of all new jobs that come into being during a year, the
Swedish National Labour Market Board’s share is estimat-
ed to represent just over 30 percent.

2. Swedish National Labour Market Board’s own classifica-
tion of jobs registered with the employment service. The
structure is based the SSYK Swedish Standard Classifica-
tion of Occupations.

3. Occupations are classified according to the SSYK Swed-
ish Standard Classification of Occupations.
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CHAPTER I1I

Complementary benefits in connection with
loss of income and their effect on the work
principle!

Gabriella Sjogren Lindquist and Eskil Wadensjo

Social insurance is not the only option. Most of the debate on benefits in connection with loss of
income centres on the social insurance schemes in place, despite the fact that there are many com-

plementary benefits that play an important role.

Gabriella Sjogren Lindquist and Eskil Wadensjé present new research in a neglected area.

Do these complementary benefits have the same effect as the social insurance schemes? Do they
strengthen or weaken the work principle? There is no simple answer say the authors: different benefits
are designed in different ways and have different effects. But there is good reason to examine these
issues in greater detail, and reason for trade unions, employers and the organisations that represent

them to review the way the systems are structured.

Social insurance schemes are not the only
form of income compensation

Most debate on benefits in connection with loss of
income centres on the social insurance schemes that
are in place, despite the fact that there are many
complementary benefits that pay out large sums of
money. The benefits established by agreements be-
tween the parties in the labour market are the most
important, although not the only ones.

Against that background, it is important also to
take these complementary benefitsinto accountwhen
discussing the effects of social insurance schemes on
labour supply and mobility. Do they have the same
effects as the social insurance schemes? A follow-up
question is whether the complementary benefits ac-
cord with the work principle. Do they strengthen or
weaken it?

Many benefits that are now complementary have
a very long history. Pensions and benefits in the case
of illness, occupational injury or unemployment ex-
isted before the social insurance schemes and have
largely influenced them.? On the other hand, the
social insurance schemes have affected these other
benefits. So a strong mutual relationship exists.

Many complementary benefits arose through
agreements between the parties in the labour mar-
ket. Such agreements may come about either via
the establishment of a collective agreement insurance
scheme or if the employer contracts to pay the ben-
efits — collective agreement benefits. Under a collec-
tive agreement insurance policy, premiums are paid
to an insurance company, which then pays benefits
to any person entitled to receive it. But a collective
agreement may also require the employer to pay the
benefits.
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Table 11.1. Men and women employees in various sectors 2003.

Men Women All

Sector Number Per cent Number Per cent Number
Central government 111,762 52 104,047 48 215,809
Municipalities 161,113 21 596,351 79 757,464
County councils 44,406 20 176,694 80 221,100
Private sector: 692,800 56 539,000 44 1,231,800
white-collar workers

Private-sector: 782,300 70 341,100 30 1,123,400
blue-collar workers

Total 1,792,381 50.5 1,757,192 49.5 3,549,673

Agreements may be established at various levels:
between central organisations, between negotiating
cartels, between trade union organisations or be-
tween a local trade union branch and an employer.
The agreements do not apply solely to members of
the signatory trade union organisations, but also to
other individuals covered by the collective agree-
ments. An employer may also commit himself under
an individual employment agreement to contract an
insurance policy — for example, a pension insurance
policy — on behalf of the employee. This extra bene-
fit is particularly important to high-earning employ-
ees. Alongside the individual employment agree-
ment, employers may provide a unilateral commit-
ment to pay a certain level of benefit in the event of
loss of income.

The trade union organisations also offer mem-
ber insurance schemes. While benefits established via
collective agreements extend to all employees at a
workplace, member insurance schemes, of course,
only cover the members of the union. There are
two main types of member insurance. One covers all
members of a trade union or all members of the un-
ion in a specific area. This type of insurance is called
compulsory member insurance and is paid for through
membership or compulsory fees. The second type of
member insurance offers the members of a union
the option of contracting insurance, for example, ac-
cident or complementary sickness insurance. Those
who take up the option pay an insurance premium.
"This kind of insurance is called optional member in-
surance or group insurance. Furthermore, people can
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Source: Statistics Sweden.

take out entirely private insurance, which they them-
selves contract with insurance companies. This is
important in the pension sector and such insurance
is encouraged by the government in that contribu-
tions are tax-deductible.

Differences between collective
agreement sectors

Collective agreement-based benefits in most cases

fall into one of the following four sectors:

1. Central government employees

2. Municipal and county council employees

3. White-collar employees in the private sector,
and

4. Blue-collar employees in the private sector.

Table 11.1 shows the number of employees in each
sector. Not everyone who works in a sector needs
to be covered by collective agreement-based benefit
systems. In the private sector, there are businesses
that have not signed up to collective agreements or
otherwise contracted collective insurance.

The table shows that women are in a clear major-
ity in municipalities and county councils, at 79 and
8o percent, while 70 percent of employees in the
private sector are men.’ The distribution is more
even among private-sector white-collar employees
(44 percent women) and central government em-
ployees (48 percent women). The self-employed,
most of whom are men, are excluded from these
systems. Women are more or less equally often em-
ployed in the private and public sectors, while men



are predominantly employed in the private sector.
Thus, complementary benefits affect more women
than men in the public sector, but more men than
women in the private sector.

The reason why collective agreement insurance
and collective agreement benefits are generally or-
ganised in four major (and some minor) areas, is
that most collective agreements were concluded, or
acquired their main features, when centralized pay
negotiations were dominant. Now, pay negotiations
are conducted per industry in the private sector. It
is more complicated than before to change the sys-
tems for collective agreement benefits, which gen-
erally cover wider areas than the pay agreements.
As a result, new complementary benefit systems are
coming into being and are being shaped, mainly at
industry level. In turn, this also means that the sys-
tems differ from industry to industry. One clear ex-
ample of the increased variation that has arisen is
to be found in the agreements on complementary
benefits for parental leave.

What forms do the complementary
benefits take?

As we have seen, social insurance schemes are com-
plemented by other forms of benefits. So what forms
do they take? Benefits fall into three main catego-
ries.

The first type of complementation is to increase
the level of compensation for pay components up
to the ceiling for each social insurance scheme. In
many cases, the increment is a specific number of
percentage points, often ten, for example from 8o
to go percent. However, in other cases, the comple-
mentary benefit is contribution-defined; for exam-
ple, the charge will be two or three percent of the
person’s salary/wage, and the degree of compensa-
tion will thus not be known in advance. The ceil-
ing varies among the social insurance schemes. It is
lower in unemployment insurance than in sickness
and pension insurance. Moreover, unemployment
insurance has two different ceilings, depending on
the period of unemployment.

The second type of complementation is compen-
sation for pay components above the ceiling for each
social insurance scheme. The compensation level

from the complementary benefit above the ceiling is
in general greatly higher than the extra compensa-
tion provided up to the ceiling. In many cases, this
results in the total compensation being the same, or
nearly the same, above and below the ceiling.

The third type of complementation is for the
benefit period to be extended (when the period of
benefit under the social insurance scheme is lim-
ited). One example is extended benefit periods for
those who are out of work. Another is collective
agreement pensions that may be paid out before the
standard retirement age, thus extending the pension
period. Extensions of this kind were considerably
more common earlier, when under collective agree-
ments many groups benefited from a retirement age
lower than 65 years (before 1 July 1976 lower than
67 years). The formal retirement age is now more
flexible than before. The national pension system
has no fixed retirement age, and Sweden’s law of
employment protection has been amended to the ef-
fect that the earliest age at which retirement is com-
pulsory is 67 years. On the other hand, age limits
remain for other types of benefits, such as those paid
under unemployment insurance.

Under these complementary benefits, compensa-
tion is highest for pay components above the ceiling
in the social insurance schemes. There are excep-
tions. For several types of loss of income, benefits
are not paid above the ceiling to blue-collar workers
in the private sector, and the complementary ben-
efit paid with a retirement pension is only the same
amount as that up to the ceiling for this category.*

Many people are paid a salary or wage above the
ceiling under the social insurance schemes. Among
men employed in central government and at county
councils, or as white-collar employees in the private
sector, 50 percent or more receive a salary above the
ceiling. There is also a high proportion of women
with salaries above the ceiling in these sectors, rela-
tive to the corresponding percentages for women in
other sectors, but these shares are considerably low-
er than for men in the same sectors. Among munici-
pal and private-sector employees, the proportion
with salaries above the ceiling is considerably lower
than in other sectors. Nevertheless, nearly 1o per-
cent of employees in the private sector have a salary
above the ceiling, and for certain people in this cat-



egory, benefits based on income components above
the ceiling may be important.

A characteristic of the Swedish social insurance
system is that the right to receive a benefit is linked
to the person, not the workplace. In terms of ben-
efits, it is neither an advantage nor a disadvantage
to remain in a job or to change jobs if the pay is the
same. So the Swedish social system does not work
against mobility. And, to a major extent, the com-
plementary benefits are also not affected by whether
a person changes employer. The collective agree-
ment benefits are the same in major areas covered
by collective agreements, and people’s entitlements
are as a rule not affected by any change of employer
within a collective agreement area. This is largely
also true of any change of employer that at the same
time represents a change of collective agreement
area. Qualifying periods are generally short, and it
is possible for example to transfer a credit balance in
one collective agreement pension system to another.
Nevertheless, there are some barriers to mobility
(mobility-related costs) as well as barriers to various
combinations of jobs in the labour market. We will
return to these later.

What types of loss of income are covered by
the complementary forms of benefit?

Complementary benefits exist in all areas covered by
social insurance schemes, plus a few more. There are
considerable differences between different areas.’
"To those who become unemployed, different types
of complementary benefits are available. Collective
agreements providing extra benefits to those who
are made redundant exist in several areas. These in-
clude supplementation of the benefit paid under un-
employment insurance, especially above the income
ceiling, extension of the benefit period and special
measures. There are major differences — the condi-
tions in the public sector are particularly favourable.
Insurance is also available for members of SACO-
(the Swedish Confederation of Professional Associ-
ations) and TCO- (the Swedish Confederation for
Professional Employees) affiliated unions, which
also provides compensation for income components
above the ceiling under unemployment insurance.
SACO- and certain TCO-affiliated unions also of-
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fer group insurance schemes, in which members
can take out complementary unemployment insur-
ance. With the various complementary benefits, the
degree of compensation is on average higher than
that offered by unemployment insurance alone, and,
above all, it varies from one group and one individ-
ual to another.

Benefit in the case of occupational injury is a spe-
cial case. The complementary benefits combined
with the occupational injury insurance part of the
social insurance system, provide total loss-of-in-
come compensation in the event of occupational in-
jury and certain occupational illnesses. To employ-
ers’ associations, the high level of compensation is
more costly, although at the same time an advantage
if employees in return commit themselves not to
take any claim for compensation to court. One spe-
cific problem is that those who have received their
benefit at a time when they were only temporarily in
receipt of a high income have a weak incentive for
seeking to re-enter the labour market.

In the case of sicklisting and disability pension ben-
efits established in collective agreements provide ex-
tra compensation. Under these agreements, a com-
plementary benefit is paid up to the income ceiling,
and in most — but not all — cases, compensation (to
a fairly high level) above the income ceiling. The
exception is that benefits are not paid to private-sec-
tor employees for income components above the in-
come ceiling. There are possibilities for complemen-
tation through various trade union group insurance
schemes and private insurance schemes. The degree
of compensation is higher in the complementary
systems, and differs from one group and one indi-
vidual to another. In the social insurance system, the
benefit is mostly higher for sicklisting than disabil-
ity pension. With the collective agreement benefits,
the opposite is often the case — many people receive
higher benefit payments overall in disability pension
than for sicklisting.

The retirement pension is supplemented differ-
ently in different collective agreement areas, but all
provide a supplement up to the ceiling in the na-
tional pension system. In three of the four systems,
the supplement is entirely contribution-defined.
Employees in municipalities, county councils and
central government, along with white-collar work-



ers in the private sector, also benefit from a high
— mostly contribution-defined — level of compensa-
tion for income components above the ceiling. This
is based on income during the year or years imme-
diately before retirement (eligible years differ from
one collective agreement to another). In addition,
private-sector blue-collar workers nowadays also re-
ceive certain contribution-defined compensation for
income components above the ceiling.

Many, but not all, people receive a complementa-
ry benefit during parental leave. In this case, the dif-
terences between different areas are very considera-
ble, particularly as regards the number of months in
which the benefit is paid. In the private sector, there
is no uniform system and industry-based agreements
are the most common solution. The best conditions
are enjoyed by central government employees and
employees of banks and insurance companies, but
municipal and county council employees also enjoy
fairly good conditions. A common factor in all such
agreements is that the benefits are paid as collective
agreement benefits and not in the form of payments
under collective agreement insurance.

Effects of complementary benefits

As we have seen, the benefits available to people who
lose their income often come from several sources,
the decisions on them are taken in various ways and
they are also financed in various ways. Social insur-
ance schemes are determined by Riksdagen (Swe-
den’s Parliament); collective agreement benefits are
negotiated by the labour market parties; member
insurance schemes are established by the trade un-
ions; and personal insurance arrangements are de-
cided by the individuals themselves. How schemes
are financed depends on who takes the decision.
Social insurance schemes are financed by taxes or
contributions. Up to a point, the schemes take the
form of insurance, in that the contribution paid by
the individual determines the insurance cover. This
is shown most clearly in the new pension system,
even if the system also deviates in some ways from
an insurance scheme. Collective agreement insur-
ance schemes and collective agreement benefits are
financed directly by the employers but indirectly
by the employees, in that via their trade unions

they waive part of the pay increase they otherwise
could have received, in order to secure a form of
protection to provide for loss of income. Member
insurance schemes and totally individual insurance
schemes are, of course, paid for by the individuals
themselves via their premiums.

The fact the method of financing is different does
not necessarily mean that the effects are. To a per-
son who leaves the labour market with a retirement
pension, it is the total pension that matters, not how
it is made up of pensions under the national pension
system, the collective agreement pension system
and private pension insurance schemes. The same
reasoning may be applied to other areas. When we
discuss the effects of benefits on labour supply, mo-
bility etc., what is of interest is the system overall,
not just the social insurance system — even if in many
cases it does account for the majority of benefits and
even if it is within this system that the decisions on
benefits are also in practice taken in respect of the
complementary systems.

Effects on labour supply and bours worked

One of the most-discussed issues concerns the ef-
tects of the social insurance schemes on the labour
supply and the number of hours worked in the
economy. Are the social insurance schemes compat-
ible with the work principle? As mentioned earlier,
there is reason to assume that collective agreement
defined and other benefits have similar effects to so-
cial insurance schemes. So, a follow-up question is:
are the complementary benefits compatible with the
work principle.

The fact that a person can receive compensation
if he or she loses his or her income may be a reason
to seek work and thus enter the labour market. This
compensation increases the expected benefit from
having a job in the same way as a pay rise. On that
basis, collective agreement benefits may, in the same
way as higher pay, lead to more people entering the
labour market.

On the other hand, collective agreement ben-
efits may — just like social insurance benefits — of-
ter to people who are part of the workforce and are
covered by the benefit systems, financial reasons to
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leave the workforce or not to be in work for a brief
or longer period.

The retirement pension system affects the age at
which people retire. The answer to the question of
how much a person’s pension will amount to if the
person retires at 61, 65 or 67 years of age may affect
the retirement age chosen. Here, it is not only what
the contents of the orange envelope sent out by the
social insurance system every year say about the per-
son’s pension under the social insurance system that
is important; the size of the collective agreement
pension and how it will vary according to the age at
which it is taken also have to be taken into account.
We may expect the retirement age to be affected
partly by how high the pension is (the higher the
pension, the earlier the retirement, all other factors
being equal), and partly by the extent to which the
pension varies according to the age it is taken.

The trend of sickness absence has taken centre
stage in the debate of recent years, and much heed
has been paid to the benefits paid under the sickness
insurance and disability pension systems. Itis reason-
able to assume that the collective agreement benefits
in the same areas also play a part — i.e. that the total
level of benefits is the deciding factor. There is no
reason to believe that collective agreement benefits
would have other effects than the benefits from the
social insurance system.

Similarly, there is discussion about the effects of
unemployment insurance on unemployment, about
how it affects the flow of people into unemployment
and, above all, the duration of the unemployment
spells. Higher benefits and longer benefit periods
may lessen the intensity of searching and inflate the
demands the jobseeker places on a job for it to be
acceptable. It is reasonable also to assume here that
it is the total amount of benefit (i.e. not just unem-
ployment benefit) and the overall benefit period (i.e.
not just the period of unemployment benefit) that
are important. Here, what is important is the infor-
mation that those concerned have.

"This information is likely to be incomplete in var-
ious respects. The lack of completeness will proba-
bly be partial but systematic. The lack of knowledge
about what benefit is payable is likely to be present
mainly before a person receives benefits, but most
unlikely once the person has started receiving it.
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Because of the lack of information, the inflow will
probably be smaller than would have been the case
if the information had been complete, but the effect
on the duration of the various benefit systems will
probably be the same as if the benefit had originated
from the social insurance scheme.

Effects on mobility in the labour market

The Swedish social insurance system has, as we
have mentioned, been built up such that the right
to a benefit is retained even if a person changes jobs.
The period of employment with the most recent
employer has no bearing on the person’s chances of
receiving a benefit from the social insurance system.
"This also applies in the main to collective agreement
insurance schemes and collective agreement ben-
efits. In addition, the period with the most recent
employer has no impact whatsoever on the amount
of the benefit, although there are a few exceptions.

One exception is to be found in the comple-
mentary benefit during parental leave. To be eligi-
ble for this benefit, most collective agreements in
the private sector demand at least one year’s service
with the most recent employer. In several collec-
tive agreements, the benefit also varies according to
the period of employment. The general rule is that
the longer the period of employment, the longer
the complementary benefit is paid. It is often also a
requirement that the person must, after the period
of parental leave, return to work for a certain pe-
riod at his/her former workplace in order to receive
the whole of the amount of complementary benefit.
These rules offer an incentive to those planning to
have children over the next few years to avoid chang-
ing employers. One reason why the complementary
benefits are structured in this way is that they are
comparatively new and so were established in a peri-
od of union-based collective agreements rather than
centralized collective agreements. Standardized col-
lective agreement insurance schemes are easier to
establish via centralized negotiations.

Another exception lies in collective agreement
pensions. This area provides for inflation-proof-
ing of earned pension rights for those who change
employers. But there are some problems. The costs
may become high to employers in the case of mobil-



ity that represents a pay increase to older employees
— the benefit above the ceiling is, in fact, often an
important element, and is not determined by salary
components above the ceiling in all years, only in
the years immediately preceding the person’s retire-
ment. This means that employers may hesitate to
employ older people in positions showing a strong
growth in late-career earnings. Another problem is
that the last employer bears a high proportion of the
pension cost for employees who have changed jobs
in the public sector, although now only within the
municipal sector (the defined-benefit portion of the
pension). This provides municipal employers with
an incentive to avoid employing older people mov-
ing from employment in a different municipality.
A third problem is that the pension for salary com-
ponents above the ceiling is not determined by the
overall salary, just by the portion of the overall sal-
ary that falls within a specific collective agreement
area. Part-time (for example 50%) working in one
sector combined with part-time (for example 50%)
working in another sector may add up to a consider-
ably lower pension than for full-time working in one
sector, even if the total annual pay were exactly the
same in both cases. To employees, this is an incen-
tive to avoid combining employments, which other-
wise could be desirable. Similar effects from combi-
nations of different types of employment may arise
in other collective agreement defined benefits.
When the benefit is based on current income or
income during the years immediately preceding the
loss of income from work, this is also a financial mo-
tivation for the individual to avoid any move to low-
er-paid jobs, quite apart from the lower salary itself.
For example, individuals who otherwise, for health
reasons, would have scaled down their working ac-
tivity by transferring to less demanding work, may
choose in some cases to remain in their work and as
a result they may have to leave the workforce earlier
than otherwise due to worsened health problems.

Effects on readjustment and restructuring

Swedish labour law is there to protect employees.
They cannot be made redundant without reasonable
cause, and those with the longest periods of serv-
ice enjoy the best protection. These rules represent

costs to employers who wish to restructure their
operations. When they want to cut back an opera-
tion or change its direction, they will often want to
depart from the order of redundancy laid down in
Sweden’s law on employment protection. To be able
to reach an accommodation with the trade union or-
ganisations on deviating from the rules on order of
redundancy, the employer will generally offer finan-
cial compensation to the employees who have been
given notice of redundancy. Part of this compensa-
tion may be given under collective undertakings via
various security-of-employment agreements, for ex-
ample on redundancy benefits. Such compensation
may make it less costly for an individual employer
to restructure (if not for employers as a group, since
the measures are financed via employer’s contribu-
tions). In addition, it cannot be ruled out that the
Swedish regulatory system of well-known levels of
compensation combined with collective agreement
defined redundancy payments will facilitate the ne-
gotiations where a business is to be restructured and
that this will also lead to lower costs. Lower costs
arising thus may in turn make it possible to restruc-
ture more quickly in Sweden than in countries in
which the validity of and compensation for redun-
dancies are often determined through courts of law.

Are the complementary benefits compatible
with the work principle?

We will now turn back to our initial question, namely
whether the complementary benefits are compatible
with the work principle. There is no simple answer
— different benefits are designed differently and have
different effects.

Benefits that are paid only when people are not
working weaken the incentive to work. The extent
of these effects varies from one individual and group
to another and depends on the type of absence for
which the benefit compensates. Much of the re-
search into and analysis of social insurance schemes
deals with effects in this area. Because they augment
the amount of compensation, complementary ben-
efits may be expected to accentuate effects of this
kind. As we mentioned in the introduction, the pub-
lic debate centres mainly on the social insurance
schemes. But it is arguable that the debate on how

135



the labour supply is determined should also include
other types of income compensation.

There are also a number of issues that are spe-

cifically connected with whether the complementa-
ry benefits are compatible with the work principle.
The following are just a few:

the long benefit periods in unemployment in,
above all, the public sector collective agreements
the major importance of income in the years im-
mediately before retirement in the defined-ben-
efit systems and the problems for those who wish
gradually to scale down their work activities

the adverse effects of having two part-time em-
ployments in different sectors instead of full-time
employment, in terms of determining the level of
pension

locking-in effects in occupational injury insur-
ance

barriers to mobility caused by regulations in the
systems of complementary benefits for retire-
ment pensions and parental leave.

There are good reasons for investigating these issues
in more detail and for the parties in the labour mar-
ket to examine the way these systems are designed.

Notes

. This chapter is based on Sjogren Lindquist and Waden-

sj6 (2005). We would like to thank Per Gunnar Edebalk,
Jonas Olofsson and Annika Sundén for their comments on
previous versions.

For general discussions of the way social insurance
schemes interact, see Edebalk et 4/ (1996) and Rein and
Wadensjo (1998).

Chapter ¢ contains a more detailed classification into dif-
ferent sectors. The breakdown shown in the table here is
based on the same classification as for the collective agree-
ment areas.

The reason for this structure is that hardly any employee
received income above the ceiling stipulated for the so-
cial insurance schemes when the agreements were entered
into.

For a detailed review, see Sjégren Lindquist and Waden-
sj6 (20053).

6. For analyses of the effects of the agreements on readjust-

ment, see Chapter 12 and Sjégren Lindquist and Waden-
sjo (2003).
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CHAPTER I2

The government job policy and
collective job transition agreements

Henrik Bickstrom and Fan Ottosson

An increasing number of Swedes have various job transition agreements. This chapter outlines
labour market changes in the past 15 years as well as union and employer measures to stimulate
transition and security in working life.

Henrik Béackstrom and Jan Ottosson describe the collaboration between market-based staffing
companies and the National Labour Market Board (AMS) proposed in the Budget Bill in autumn,
2005, as a new element in the labour market. The new collective job transition agreement concluded
in 2004 between the Trade Union Confederation (LO) and the Confederation of Swedish Enterprise
concerning almost 1 million workers may also change Swedish labour market policy. More people are
able to receive job transition and outplacement solutions through collective agreements. What hap-
pens, though, to individuals outside the scope of job transition agreements, for example civil servants
in the municipal and county council sector, as well as young people in the labour market? How should
a comprehensive government labour market policy counteract continued exclusion and increasing dif-
ferences between various individuals in the labour market? There is very little research into how this
type of agreement affects mobility in the Swedish labour market. Without this type of research, there
is a great risk of the new outplacement industry utilising methods that may have unexpected effects

on the efficiency of matching.

An increasing number of Swedes have various job
transition agreements. This chapter outlines labour
market changes in the past 15 years as well as union
and company measures to stimulate job transition
and security in working life. The issue that will be
discussed is whether development entails new chal-
lenges for the government labour market policy.
Over one million people in Sweden support
themselves through various types of compensation
rather than income gained from working. In July,
2005, 281,000 people were registered as unem-

ployed, 101,000 were participating in labour market
policy programmes, 237,000 were receiving sickness
benefits and 552,000 were receiving long-term sick-
ness or incapacity benefits (previously called early
retirement pension).!

Recently, an intense debate has been going on
concerning a progressively faster structural ration-
alisation within various sectors. Discussion concern-
ing work being moved out of Sweden has also been
intense. The high level of unemployment and the
increasingly faster job transition process results in
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many people beginning to ask questions about un-
employment, how the labour market functions and
the prerequisites for labour market policy.

“The political battle in Sweden now concerns
government job policy” — this is the message that
emerged in Aftonbladet’s editorial on Tuesday,
3 May 2005. There was a great deal of discussion
about the government job policy and the level of
compensation for social insurance in the party lead-
er debate on 24 May 2005 between Prime Minister
Goran Persson and Moderate party leader Fredrik
Reinfeldt. This discussion continued in the autumn
of 2005.

What is the government job policy? In broad
terms, the job policy entails the individual’s abilities
rather than lack of abilities being focused upon. The
government writes:

The government job policy is the basis of Swedish labour
market policy. In order to promote the rapid filling of
Job vacancies and counteract long-term unemployment
and exclusion from the labour market, efforts increas-
ing regular employment opportunities for the unem-
ployed will be prioritised (www.regeringen.se)

In other words, the objective is for unemployed peo-
ple to obtain a new job as fast as possible. The con-
cept of the job policy, however, is not entirely fixed,
and its meaning has changed over time. The follow-
ing definition is found in the terms of reference for
the Social Insurance Commission:

The job policy means that people who can work and con-
tribute to their own and other people’s support should
be given the opportunity to do so. True to this princi-
ple, active measures in the form of employment, work
experience and training take priovity over the passive
receipt of cash benefits. The solidarity upon which the
welfare state is based provides everyone with the right
to security in all of life’s phases. At the same time, it
also means that everyone is obligated to utilise or de-
velop their working capacity, even if this should entail
changing occupations or relocating.’

The job policy embodies four perspectives:

a) control and discipline
b) the right to self-help
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c) the right to employment
d) political self-confidence i.e. the capacity to influ-
ence employment.

The balance between the four components has
shifted. From the beginning of the 199os onwards,
the control and discipline perspective (a) has become
increasingly stronger. People’s working capacity is
increasingly controlled, admission to unemploy-
ment benefit funds is more restrictive and policy
discussions regarding what the level of compensa-
tion should be are ongoing. People with long-term
illnesses and work-related disabilities and social
security benefit recipients are now also comprised
by the job policy. According to the Social Insurance
Commission, the support offered by society to peo-
ple who change jobs is rather clumsy (b), and em-
ployment policy self-confidence has not been this
low since prior to the crisis in the 1930s (d).

The perspective that is based on “right to self-
help” (b), however, appears to be strong with most
labour market parties as a result of the job transition
and job security agreements that have been signed.
The issue that we would like to discuss is whether
the government labour market policy is faced with
new challenges due to an increasing number of in-
dividuals with different types of collective job transi-
tion agreements in the labour market. A job transi-
tion market with a great many players, both public
and private, began to emerge at the beginning of the
1990s. We discuss changes in the labour market over
the past 15 years, and how companies and unions
have worked to stimulate job transition and security
in working life.?

Changes in government labour market policy are
clearly apparent already. In the Budget Bill in au-
tumn, 2005, AMS was tasked with establishing trial
operations with a staffing company or similar mar-
ket-based players that would comprise unemployed
professionals and focus on small and medium-sized
companies. The enterprise is estimated to com-
prise 4,000 unemployed professionals per year in
2006 and 2007, with a total spend of just over SEK
one billion (Bill 2005/06:1, expenditure area 13, p.
49). Thus it seems that government funding for la-
bour market measures may in future be channelled
to other agencies than those established today (see



Chapter 1). It is also possible, for example, that the
job transition programmes offered via the job transi-
tion agreements could be financed in this manner.*

Government labour market policy

According to the government, the most important
labour market policy objective is a well-functioning
labour market. Job Centres, labour market policy
programmes, unemployment compensation, efforts
addressing work-related disabilities and the wage
guarantee should contribute to:

The job secker quickly being referred to vacant posi-
tions. By vacancies being quickly filled, the labour
market will function better and friction unemploy-
ment will be reduced. Jobseekers and employers should
be offered an efficient and modern Job Centre. A well-
functioning labour market is characterised by a high
degree of adaptation capacity that includes opportuni-
ties for individuals to change workplace and occupa-
tion. Regional differences should be insignificant. In
order to create security in job transition and to provide
people who become unemployed with the necessary eco-
nomic conditions for finding new employment within a
reasonable space of time, well-established insurance to
compensate for loss of income is important. Generous
insurance requires effective controls. Gender division
in the labour market should be counteracted, and di-
versity in the Swedish workforce should be better uti-
lised. The government has set the following goals for
Job Centre activities: they should contribute to short-
ening the period of unemployment for jobseekers and of
vacant positions as well as ensuring the role of unem-
ployment insurance as job transition insurance (Www.
regeringen.se)

The aim of unemployment insurance is to compen-
sate the unemployed person for lost wage earnings
during the job transition period until new employ-
ment is obtained. There are four players involved in
insurance aimed towards people who have involun-
tarily become unemployed and that fulfil certain basic
prerequisites and a work condition. Unemployment
benefit funds (37 funds that are run as associations
with just over 3.8 million members) decide upon
and pay unemployment compensation. Job Centres

(approximately 300 offices) provide information on
insurance and ensure that the job seeker fulfils the
necessary prerequisites for compensation — i.e. ac-
tively seeking employment and accepting offers of
appropriate employment or labour market policy
programmes (see also Chapter 11). The Swedish
National Labour Market Board administers gov-
ernment subsidy payments to unemployment ben-
efit funds. The Swedish Unemployment Insurance
Board (IAF) supervises AMS and the Job Centres.

Unemployment insurance is primarily funded by
the government. Unemployment benefit funds also
have a member fee. In 2004, approximately SEK 33
billion was paid for unemployment compensation,
617,000 people received compensation of some kind
over the year and almost 56 million days of unem-
ployment were compensated (JAF 2005).

Social insurance is administrated by the Swed-
ish Social Insurance Office (240 offices). A total of
almost fifty different social insurance benefits or
grants exist (retirement benefits, illness or work-re-
lated disability insurance and parental leave insur-
ance are financed by payroll tax).” Swedish social
insurance paid a total of SEK 414 billion in 2004.
In 2004, sick leave and illness and incapacity com-
pensation cost the government just over SEK 100
billion (Swedish Social Insurance Office 2005a, b).

One way to illustrate labour market policy, un-
employment insurance and social insurance can be
seen in Figure 12.1. How do government actors up-
hold the job policy, and how well does the public
insurance system function?®

There is an increasing number of different types
of “job transition insurance” via collective agree-
ments in addition to labour market policy, unem-
ployment and social insurance (see Table 12.1). It
can be established that the debate on labour mar-
ket development, unemployment and the discussion
concerning the formulation of labour market policy
deviate slightly from official objectives.

In the current labour market situation, with high
level of productivity, large export earnings and a
positive state of the market despite persistently high
levels of unemployment, discussion should also con-
cern the new prerequisites that are created by the
various collective agreements via solutions for job
transition situations. The new situation that has
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Percent Total

25 Incapacity and sickness compensation

20 Social security benefits

Unemployment (including measures)

Sick leave (including sick pay and qualifying day)

—

5 _\,/—\,/\X;

0

1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 200

Figure 12.1. Proportion of the Swedish population between 20-64 years of age supported by income security systems 1970-2004.

Source: Socialférsdkringsutredningen, www.sou.gov.se/socialforsakring.

characterised the labour market over the past few
years has a great deal of significance in terms of
workforce supply and mobility in the labour mar-
ket. Now that an increasing number of groups in
the labour market are included in various forms of
job transition agreements, those who are not thus
included, primarily young people and people with
loose connections to the labour market, are also
faced with a new situation.” An all-embracing issue
is whether all the players associated with job transi-
tion agreements, both private and public, can help
improve labour market efficiency.®

Labour market situation

The Swedish labour market situation can be viewed
from two perspectives. On one hand, Swedish open
unemployment is not conspicuously high compared
to other European countries (but Sweden still has an
obviously high level of open unemployment com-
pared, for example, to the UK and Denmark). On
the other hand, unemployment is conspicuously
high compared to the entire period following the
Second World War. Unemployment in the crisis
years of the 1970s was only a fraction of today’s level
of unemployment. If we also review the numbers re-
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lated to regional imbalance (people who are openly
unemployed and labour market measures), sick leave
and early retirement, part-time unemployment and
people who work for hourly wages, the picture of
the Swedish labour market becomes even less posi-
tive. The crisis of the 199os became in many ways
a time when many people were placed outside the
workforce.

Naturally, the deep crisis of the 19gos is the dom-
inant explanation for the increasingly high level of
unemployment, but changed production structures
and an increasing number of services, primarily in
terms of services related to industry, have been sig-
nificant. Several researchers have claimed that struc-
tural transformations in the economy over the past
few decades can be called a third industrial revolu-
tion (Magnusson & Ottosson 2003). Faster integra-
tion of the world economy, faster international work
distribution, new production methods and new
value chains have changed the labour market and
workforce in Sweden and the world.

Adaptation in the Swedish market has been ex-
ceptionally high during the past decade. Develop-
ment by sector in Sweden resembles the develop-
ment experienced by most OECD countries. In-
dustry’s share of employment continued to decrease



Table 12.1 Jobtransition (security) agreements and collective agreement foundations

Sector No. of em- Collective agreement Collective agreements Parties
ployees foundations (latest edition)
Govern- Approx. TSn, The Job The State Sector Employment Agency for Government Employ-
ment 250,000 Security Security Agreement, 1998. ers — Public Employees’ Nego-
Foundation 1990 tiation Council, Confederation of
Professional Associations, Union
for Service and Communications
Employees.
Banking Approx. BAO Employment Security | The Accord on Employment Employer Association of the Bank-
45,000 Fund 1992 Security Issues, 1997. ing Institutions — Financial Sector
Union
Trade and | Approx. TRR Employment Security | Agreement on Outplacement, Confederation of Swedish En-
Industry 700,000 Council 1974 1998. terprise — Federation of Salaried
Employees in Industry and Services.
Trade and | Approx. TSL Employment Security | Agreement on a Fee-based Out- | The Confederation of Swedish
Industry 950,000 Fund 2004 placement Insurance, 2004. Enterprise — Trade Union Confed-
eration.
Property Approx. TFR Employment Security | Employment Security Agree- Employer Association of Real-
9,000 Council 1973. ment 2001. Estate Trade — Union of Clerical and
Technical Employees in Industry,
Association of Managerial and
Professional Staff, Association of
Architects, Association of Gradu-
ated Engineers, Union of Local
Government Officers.
Property Approx. TFL Employment Security | Agreement on Outplacement Employer Association of Real-Estate
13,000 Fund 1983 2005 Trade — Trade Union Confederation
Coopera- Approx. KFO-Handels Employment | Employment Security Agree- The Cooperative Employers' As-
tion 35,000 Security Agreement for ment 1977 sociation— The Commercial Employ-
Salaried Employees 1974 ees’ Union
Coopera- (included in KFO-Handels Employment | Agreement on Employment The Cooperative Employers’ As-
tion the above- Security Fund for shop as- | Security Fund, 1982 sociation— The Commercial Employ-
mentioned sistants, warehouse work- ees’ Union
35,000) ers, hairdressers 1982
Municipal- | Approx. KFS-Companies’ Employ- | Employment Security Agree- Organisation for Local Enterprises
related 30,000 ment Security Fund 1994 | ment 1994 - Municipal Workers' Union, Union
companies of Commercial Employees, Union
for Service and Communications
Employees, Association of Health
Professionals, Teachers’ Union,
Union of Local Government Of-
ficers, Association of Graduated
Engineers, Association of Manage-
rial and Professional Staff .
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Table 12.1 cont

Sector No. of em-

ployees

Collective agreement
foundations

Collective agreements
(latest edition)

Parties

The Church | Approx. Employment Security Fund

Communities 2005

Agreement on Outplacement
7,500 for Parishes and Church 2005

Association of Parishes in the
Church of Sweden — Municipal
Workers' Union, Union of Local
Government Officers, Teachers’
Union, Association of Graduates in
Social Science, Personnel and Pub-
lic Administration, Economics and
Social Work, Association of Church
Employees

Blue collar | Approx. Four small funds for union
and non- 2,000 officials and administrative
government officials founded in the
organisa- 1980s and 1990s.

1. Agreement on Employment
Security ABFF-Handels

2. Agreement on Employment
Security AFO-Handels

tions 3. Employment Security Fund of
Metal Union officials

4. Employment Security Fund
of the Commercial Employees’
Union Officials

Parts of the blue collar and non-gov-
ernment organisations— The Com-
mercial Employees’ Union

between 1990 and 1999. Productivity in the manu-
facturing industry has substantially increased. Most
of the 500,000 jobs that disappeared during the cri-
sis in the beginning of the 199os were from tradi-
tional industry. In the middle of the 19gos, this was
compounded by job losses in the public sector (see,
among others, Storrie 2001, p. 3, based on LFS,
Calmfors et al. 2002, Johansson 2002).

The conclusion that can be drawn from the dis-
mal development of the 19gos is that several groups
have been excluded from the labour market over a
great many years and that the labour market is in-
creasingly segmented. Gender segregation is com-
prehensive. The number of people on sick leave, in
particular long-term sick leave, is rapidly increas-
ing, as is early retirement, representing another
fast-growing group that has ended up outside the
workforce (Nyman et. al 2002). At the same time,
discussions are ongoing concerning how the popu-
lation structure will affect future workforce supply.
An increasing workforce shortage exists in certain
sectors at the same time that an increasing number
of people are excluded from the workforce.’
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Another change discussed in the Swedish labour
market is the rapid increase in the proportion of
temporary employment. Naturally, the reasons are
complicated. Researchers have emphasised two dif-
ferent interpretations. The changes in the 199os
were either caused by the changes to the labour
market structure or by the state of the market (le
Grand et al. zoo1, p. 86 ff present research concern-
ing changed contracts). Public sector cutbacks in the
199os are among the factors related to the state of
the market that added to the increase in temporary
employment.

The conclusion is that several serious effects
arose as a result of the labour market situation in the
1990s. One is that the regional imbalance has in-
creased despite an increase in job openings over the
past five years. Another is that segregation in the la-
bour market has increased. Even though unemploy-
ment has decreased in many places across the coun-
try since the middle of the 19gos, it appears that the
areas that experienced high levels of unemployment
ten years ago remained saddled with the problem
into the beginning of the 2000s (Edling 2001, p.



24). The transformation, then, is characterised both
by the profound crisis from the 199os and by the
structural transformation of the economy that is of-
ten called the third industrial revolution (Magnus-
son 2002).

We have outlined how ongoing economic inte-
gration and new conditions and production methods
have transformed the labour market on the whole,
as well as the various labour markets in the country.
We have also illuminated developments in the Swed-
ish labour market and the tendency for economic
growth without the number of jobs increasing. The
changes, which are both structural and market-re-
lated, have led to new prerequisites for job transition
processes. When private Job Centres were permit-
ted, a fast growing market for companies in the job
transition or outplacement sector was created (see
SOU 2002:59 for background information concern-
ing previous job transition agreements). The new
companies have acquired major growth opportu-
nities — and new challenges. Some developmental
traits will now be outlined.

Job transition agreements and
the job transition market

In light of residual unemployment and the reforms
that AMS has implemented, especially what is known
as the 1oo-day rule (i.e. the unemployed person does
not receive any professional assistance in job seeking
activities for the first 100 days of unemployment),
there is reason to briefly recount the discussion
concerning labour market policy and the response
from the labour market parties. Since the abolition
of the staffing and Job Centre monopoly in 1993,
government activities have been increasingly called
into question. In addition to staffing companies and
outplacement consultants establishing themselves
on the Swedish labour market, labour market par-
ties have become active.

Job transition agreements, i.e. agreements be-
tween labour market parties on active measures and
financial support for job transition, have for several
decades primarily concerned salaried employees in
the private and public sectors and employees in co-
operative sector. For a long period of time, and for
various reasons, job transition agreements of any

kind have not been pertinent to the LO (i.e. blue-
collar workers) collective. As a fundamental part of
labour market policy according to the Swedish mod-
el, AMS has been tasked with ensuring that the tran-
sition from low to high level productivity sectors is
implemented smoothly.

One great change introduced recently is the
agreement on fee-based job transition insurance be-
tween LO and the Confederation of Swedish Enter-
prise that took effect on 1 September 2004, i.e. what
is known as the job transition agreement. Job transi-
tion agreements, previously known as job security
agreements, have existed between PTK (the Coun-
cil for Negotiation and Co-operation for white-col-
lar workers) and the Confederation of Swedish En-
terprise since the 1970s. Corresponding solutions
have existed for government employees (The Job
Security Foundation) since 1990, as well as for many
other groups in the labour market (see Table 12.1).
Municipal and county council employees, however,
do not yet have a corresponding structure.

Close to half of the Swedish workforce is cur-
rently affected (46 per cent, just over two million
employees out of approximately 4.45 million) by the
parties’ own “extra Job Centres”. These are run as
collective agreement foundations jointly created by
each employer association and its counterpart, the
union, and have the collective agreement as their
basis. The foundations are designated as job security
funds, job security councils and job security founda-
tions. The agreements are called job transition or
job security agreements. There are currently ten
such foundations for various sectors of the labour
market (see Table 12.1).

Job transition agreements involve the employer
paying (insurance) premiums of 0.3 per cent of to-
tal wages to a fund that an employee who has been
given notice is able to utilise in order to facilitate
adaptation to new employment. The agreements
also comprise people who are “involuntarily” given
notice as a result of redundancy. The government
agreement may also involve relocation and volun-
tary mobility.

The government Job Centres should in principle
be able to handle this, but parties are choosing more
often to organise, finance and realise job transition
themselves (new job transition agreements can be
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expected for the municipal and county council sec-
tors). In the most recent agreement, parties are col-
laborating with private consultancy companies in
the “job transition market”. This is a large institu-
tional change for LO workers that were previously
only able to turn to the support and help offered by
government Job Centres.

Job transition agreements — current trends

In agreements that have been renegotiated or that
are relatively new, an increasing number of parties
are moving away from the concept of job security
agreements in favour of job transition agreements.
At the same time, there has been a change in the
formulation of agreements and fund activities that
reflect the switch. In the past ten years, agreements
have begun to take as their starting point the situ-
ation of the workplace, company and operations
in economic terms rather than the security of the
employee. Many agreements open with preambles
referring to stiff competition, the need for ration-
alisation, restructuring, operation reductions and
economic conditions.

The working methods of funds and organisa-
tions have also developed. Certain funds have left
preventative measures at the workplace and eco-
nomic support to the employer, while others have
developed these types of strategies. Some funds have
their own organisation with advisors or consultants
— from tens to hundreds — while others entirely or
partly engage consultancy companies to act in the
job transition market that has emerged in Sweden
since deregulation of the labour and staffing agency
monopoly in 1993 (Bickstrom 2005). TSL (ITryg-
ghetsfonden Svenskt Niringsliv—LO) relies entire-
ly upon the market in terms of who is to perform
job transition work at the workplace. Local parties
may choose any job transition consultant they wish,
or any of the general agreement suppliers such as
Adecco, Arbetslivstjinster, Antenn, AS/3, Aventus,
Eductus, Lernia, Manpower/Right, Poolia, Sam-
hall Resurs, TRR Outplacement or Industripoolen,
Resurstorget LO unions and Proteko.

The job transition industry is expanding, and dif-
ferent players have different backgrounds. Some are
large international groups, others are Swedish com-
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panies. Some are government owned while others
have connections to the parties involved. One of the
funds (Trygghetsradet TRR-Svenskt Niringsliv och
PTK) has initiated a limited liability company, TRR
Outplacement, that provides job transition support
to groups in the labour market outside the fund’s
agreement area. AMS also has a subsidiary, Arbet-
slivsgjinster, that acts in the market.!?

Job security fund activities can be divided into
passive and active support. Passive economic support
primarily supplements unemployment compensa-
tion from unemployment benefit funds. Severance
compensation (AGE) for different groups varies, but
In many cases amounts to compensation up to 70-80
percent of previous income (besides the unemploy-
ment benefit fund ceiling). LO members are an ex-
ception in that they receive a lump sum, a severance
payment (AGB) of between SEK 25,000-36,000.
Length of payment also varies, but is most often the
same as the corresponding period for compensation
from unemployment benefit funds. There is also the
possibility of receiving extended severance compen-
sation under certain circumstances. There is also an
age requirement (40 years old) for some, but not all,
funds, and this requirement appears to be disappear-
ing. The person who receives notice must also have
been employed a certain amount of time, most often
one to three years, at a certain company or in a cer-
tain industry or sector.

In addition to severance payment and severance
compensation, the various funds also offer different
types of economic grants such as wage supplements
for a certain amount of time (if the unemployed per-
son obtains a new job with a lower wage), compen-
sation for retirement pension premium payments,
introduction support for new employers, grants to
severance pensions, grants for travel, rent, train-
ing and starting one’s own business, right to time
off during the period of notice, extended period of
notice and post-employment cover. Not everyone
offers everything. Rather, there are different combi-
nations of economic grants as well as differences in
the period for which they are paid.

Active support (job transition support) also varies
a great deal. The funds have different programmes
and tools to help people who have been given no-
tice to find new jobs. These include personal, indi-



vidual guidance and what is called coaching, various
training efforts, contacting potential employers, ac-
cess to statfing companies’ temp organisation, valua-
tion of business ideas, project organisation and pro-
grammes at workplaces. In some instances, preven-
tive measures against possible operation reductions
are also offered. In addition to helping individuals,
some funds also offer support and assistance to un-
ion organisations and to HR and settlement activity
managers.

The previous limited connection to involuntary
notice due to redundancy has also been abandoned
by several funds. A fully acceptable reason for re-
ceiving support from a fund can now be that an indi-
vidual has given notice him/herself on the employ-
er’s initiative, even if the reason is redundancy. The
same goes for the condition that the individual must
be permanently employed in order to receive job
transition support — even that condition has been
relaxed. These types of changes can be seen in light
of a labour market where non-typical employment
is more common, and where it is increasingly less
dramatic for a person to change workplaces several
times during a career.!!

In agreements that concern the private sector
(the TRR and TSL funds), focus is more on order of
selection issues and the company’s competitiveness
and profitability. The possibility of locally agreeing
upon what is known as a collectively agreed redun-
dancy list, as opposed to a legislated order of selec-
tion list, is clear. The agreement between the Con-
federation of Swedish Enterprise and LO goes fur-
thest on this issue; under their agreement, a person
who is given notice and who claims damages or asks
for the notice to be declared invalid loses the right
to receive job transition support. There are no for-
mulations of this kind in the government sphere.

The quickness of job security foundations is also
worth noting. While Job Centres do not generally
initiate support for the person who has been given
notice until after 100 days of unemployment, the
funds have a completely different strategy. Various
concepts such as “early start” are offered by several
funds, which can reach the workplace before MBL
(the Employment (Co-determination in the Work-
place) Act) negotiations are begun and notices are
given in order to sound out if there are employees

who are ready to make a career change and switch
workplaces. With assistance and support from the
funds, it is possible to work preventively even earlier
than previously. This can pertain to planning related
to operations and individuals in order to avoid no-
tices in the future (which TRS, for example, imple-
ments).

Both passive (economic compensation) and active
support are limited in time. An exception, howev-
er, is that the government Job Security Foundation
in principle lacks limitations in terms of how long
the person who has been given notice is allowed to
participate in active measures. Another extreme is
"TSL, where job transition support is in practice im-
plemented by consultancy companies that offer pro-
grammes with an income ceiling of SEK 19,000 per
individual, and programme periods of a few months.
There are different variations that fall between these
two poles. Supporters of longer programmes em-
phasise that time is often needed to achieve stable
solutions for the person who was given notice. Sup-
porters of the shorter and more intense programmes
believe that job transition processes provide better
results if the individual quickly and flexibly can be
guided into new employment, and that s/he is bet-
ter off receiving a new job than being drawn into
long programmes. What the right intensity is for
job transition programmes is, thus, a disputed issue
(SOU 2002:59).

In conclusion, job transition agreements and job
transition funds emerged in the 1970s, and have
grown in both number and scope since then. Col-
laboration with other players, such as job transition
or outplacement consultants and to a certain extent
Job Centres and Social Insurance Offices, has devel-
oped over time. We see the creation of a fairly coher-
ent job transition market. The various agreements
and funds, however, offer varying service and eco-
nomic compensation, and a large group in the labour
market — municipal and county council employees
— are excluded from job transition agreements. Peo-
ple outside the labour market are not affected by the
agreements either.

There are great challenges and opportunities for
the people who have overall responsibility for Swed-
ish labour market policy. The essential need, how-
ever, is to take advantage of all the learning that has
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been obtained from working methods, models, or-
ganisational structures, administration, funding as
well as utilising all the players that are active in the
job transition industry.

Conclusions

There is a great deal of activity, as our overview of
some of the job security funds and the collective
job transition agreements characteristics has now
shown. Characteristic of agreement and fund ac-
tivities is the view they have of the workforce and
labour market. These players offer an undramatic
view of what career development entails. A person
who has been given notice does not stand alone with
little economic protection. On the contrary, parties
offer a copious and fast-acting arsenal of measures
when someone has been given notice due to redun-
dancy.

The addition of new players, such as outplace-
ment companies and the development of a market
for job transition companies, provides a source of
exciting development in relation to traditional la-
bour market policy, in particular upholding and up-
grading labour and competence-building measures.
A new characteristic of development is the previous-
ly mentioned collaboration between staffing compa-
nies and AMS that was proposed in the Budget Bill
in autumn, 2005. Issues that concern types of fund-
ing and organisation for working life job transition
will in all certainty be a subject for discussion in the
future.

With a job transition sector that consists of job
transition consultants (market solutions), party
agreements and funds (agreementsolutions), govern-
ment authorities (political solutions) and workplace
job transition organisations (in-house solutions), it
is important to refine modern labour market policy.
Preferably, this refinement should contain more ac-
tive job transition measures than passive economic
support.

Our claim is that the addition of the new job
transition agreement between LO and the Confed-
eration of Swedish Enterprise may entail a change
to Swedish labour market policy. By agreement, a
significantly larger group of wage earners may take

part in variations of job transition solutions. This
also mirrors large differences in the way unemploy-
ment is viewed and when it is timeliest to initiate
active efforts. As AMS has moved towards various
Internet-based services for job seekers with the in-
troduction of the 100-day rule, people who are com-
prised by the new agreement have access to services
that emphasise a significantly earlier start for per-
sonal and individualised services.

Naturally, this raises questions regarding the for-
mulation of government labour market policy in re-
lation to the various collective agreement solutions
that comprise a large proportion of the employed
population. Are the new collective agreements a
complement to or a competitor of traditional ef-
forts? One aspect of the issue, of course, is the role
of collective agreements and central parties in the
Swedish model. With the new agreement between
LO and the Confederation of Swedish Enterprise, a
partially overlooked change has taken place in party
relationships in a central area that was previously
considered a government undertaking.

This also raises questions regarding individuals
who are excluded from negotiated insurance rights
and labour market policy, for example municipal and
county council employees and young people in the
market. How should a comprehensive government
labour market policy counteract continued exclu-
sion and increasing differences between individuals
in the labour market? This will become one of the
decisive issues for improving labour market efficien-
cy and augmenting mobility.

Another important question that has yet to be an-
swered is how efficient various agreement solutions
and packages offered for mobility in the Swedish la-
bour market are. There are still no comprehensive,
evidence-based studies of the new services. Without
this type of research, there is a serious risk of the new
job transition industry using methods that may even
have negative effects on matching efficiency. With-
out this basic knowledge, service companies risk los-
ing their power of innovation. Evidence-based stud-
ies would also naturally be of use to government
Job Centres. Government companies should also be
compared to private companies and discussed more
systematically in relationship to the overall goals of
labour market policy. Researchers from the National



Institute for Working Life and labour market re-
searchers at IFAU and universities can also contrib-
ute to the advancement of knowledge regarding im-
portant changes in Swedish labour market policy.

Notes

1. Monthly statistics from AMS and the Social Insurance
Office for July and August, 2005.

2. Committee terms of reference, “Oversyn av social-
forsikringarna” DIR 2004:129, p. 6 (Ministry of Health
and Social Affairs, 2004).

3. Certain measures have existed since the 1970s.

In 2004, AMS utilised approximately SEK 6o billion, of
which approximately 35 billion went to the government’s
share of the unemployment benefit fund and approxi-
mately 20 billion to labour market programmes. Discus-
sion is ongoing in the job transition industry as to how
these funds can best be utilised, and what their alterna-
tive uses might be.

5. In 2003, previous forms of compensation, i.e. temporary
disability pension and early retirement pension, received
new names and partially new rules. Early retirement pen-
sion became sickness compensation (obtainable between
30-64 years of age) and temporary disability pension be-
came temporary sickness compensation. A new type of
compensation was incapacity compensation (obtainable
between the ages of 19—29). This compensation corre-
sponds to the previous temporary disability pension or
early retirement pension.

6. See SNS Vilfirdsrads rapport (Larsson et al. 2005) for a
discussion of social insurance.

7. See Olofsson (2005) for a developed discussion concern-
ing increased risk for insider-outsider problems in the
Swedish labour market.

8. Research is currently going on at IFAU, Stockholm Uni-
versity and at the National Institute for Working Life,
where a great deal of interest is being devoted to issues
concerning the efficiency of various measures offered
through job transition agreements. To our knowledge
there are currently no systematic studies concerning the
Swedish labour market. See Martinson (2005), whose
charting includes some of the agreements and Bick-
strom (2005), for example.

9. For a stadstical overview of labour market developments
since 1975, see http://www.scb.se/statistik/amogor/
GUL2oo1.pdf, Statistiska centralbyrin (Statistics Swe-

den) (2002), labour market and training statistics de-
partment, memo “Sysselsittning och arbetsloshet 1975—
2001” (2002-0§-02).

10. Thez2005 Budget Bill includes a proposal for Arbet-
slivstjanster and Samhall Resurs to be merged. The
merger is intended to take effect on 1 January 2006. The
new company will be government owned.

11. The Swedish debate on whether there has been a change
in the Swedish labour market towards more non-typi-
cal forms of employment or not has been elucidated by
Magnusson and Ottosson (2003). There are clear dif-
ferences of opinion between, for example, le Grand and
Olofsson on one hand and Ottosson, Holmlund and
Storrie on the other. In our assessment, however, several
researchers appear to share the common view that differ-
ences in the Swedish labour market are increasing.
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CHAPTER I3

Wage structure, negotiation models
and employment

Andreas Westermark

The extent to which wage negotiations are centralised, the asymmetries between employed and
unemployed, payroll taxes and unemployment compensation — these are all things that can impact
upon how wages are set, how the labour market functions and who and how many receive jobs.

The extent to which wage negotiations are centralised seems to be significant for unemployment
and employment, writes Andreas Westermark. If more areas had agreements that resembled industry
structures, the labour market could be positively affected.

The compensation system also seems to be significant. Theoretical results show that the level of
compensation should be reduced the longer a person is unemployed. Another conceivable measure is
a change in unemployment insurance funding. It should be possible to change government funding so
that a lump sum is paid to unemployment benefit funds combined with a lower grant per unemployed
person. This would cause employees to be more restrained in negotiations than they otherwise would
have been. The overall level of compensation can also be adjusted downwards, writes Westermark,

but this might result in undesired distributional consequences.

What is important for wage formation? Wages are
often determined through negotiations between
companies and unions in Sweden. The results are
influenced by several factors. For example, the rela-
tive bargaining power of companies and unions af-
fects wage negotiations, which then impacts on em-
ployment, unemployment and labour supply.

The effects on wage formation of changes in
the degree of centralization in negotiations will be
treated, as will the effects of the degree of asymme-
try between employed and unemployed, payroll tax-
es and unemployment compensation. First we will
look at how negotiations between companies and
unions work.

Negotiations between companies and unions

Wages in a Swedish company are often determined
through negotiation between the company and the
union that represents some of the company’s em-
ployees. Let us take one example. Say for the sake of
simplicity that there is a company where employees
are represented by a single union. The wage upon
which the company and union agree is determined
by the relative bargaining power between them and
by the consequences that a change in wage will have
on the company and union. The wage level thus falls
somewhere between the wage preferred by the com-
pany and the one preferred by the union. Consider
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Figure 13.1. Wage/Wage scope and unemployment 1970-2001.

first the wage that the company would set if it had all
the power when negotiating. If the company were
to determine wages on its own, they would be set
so that profits are maximized. This does not mean,
of course, that the wage would be zero — then it is
very unlikely that anyone would want to work for
the company. So the company sets a wage that al-
lows profits to be at a maximum, but takes consid-
eration of labour supply. On the other hand, if the
union were to determine wage level on its own, it
would set it to benefit the interest of its members.
Of course they care about wages, but also about the
risk of becoming unemployed. If wages are too high,
many workers will lose their jobs, which is hardly
the best alternative from the perspective of mem-
bers. Unions are thus faced with a trade off between
wages and unemployment.

When negotiating, the two parties can threaten
each other with not being able to reach an agree-
ment. The consequences of not being able to reach
an agreement then affect negotiations. For the com-
pany, not reaching an agreement could lead to con-
flict and, thus, to a decline in production. For work-
ers, it is a matter of what their options are. In the
simplest models, the available alternative is to leave
the firm and become unemployed. Unemployment

150

compensation is then important for wage forma-
tion. The assumption that employees will threaten
to leave the company to become unemployed is not
so realistic, however. It is more reasonable to be-
lieve that they will look for a job at other compa-
nies. However, this does not exclude the significance
of unemployment compensation. If a worker wants
to change jobs, the worker competes with the un-
employed, whose job search behaviour is affected
by the level of unemployment compensation. Some
empirical evidence supports this idea (Carling et al.
2001).

The surplus upon which the parties negotiate
naturally affects the outcome. The larger the surplus
is, the higher the salary. Payroll taxes can affect wage
negotiations, since reduced tax means that the com-
pany and union have more on which to negotiate.
Goods market competition also steers surplus — less
competition means higher prices and hence higher
profits and more surplus to share. An increase in
productivity also of course increases surplus.

Figurer3.1 illustrates the relationship between
wage divided by the “scope” for wage increases
(which is closely related to the surplus) and unem-
ployment in Sweden between 1970 and 2000. With
wages is meant the hourly wage in manufacturing,



and the scope for wage increases is the product price
in SEK multiplied by hourly worker productivity.
As the figure indicates, there is a fairly clear con-
nection between unemployment and whether the
wage increases more than the scope. When unem-
ployment is low, salaries increase more quickly than
scope, and vice versa. During the 1970s and 198os,
wages increased much faster than scope during cer-
tain periods. This resulted in cost-related problems
tor industry. The problem was solved by a series of
devaluations. When the devaluation policy ended,
unemployment increased substantially at the begin-
ning of the 19gos. In the second half of the 19gos up
to now, wage formation has been more stable.

Centralisation, negotiations and wages

In this section, the effect of changes of the degree
of centralisation in negotiations on labour supply,
mobility and employment is analyzed. Theoretical
results will be described first, then empirical studies
of theory and finally development in Sweden from
1970 until today.

Theory
The degree of centralisation in wage negotiations
has two different consequences for salaries: effects
on the average wage and on the wage distribution.
Both of these effects could be significant for em-
ployment and unemployment.

Based on a theoretical perspective, the degree of
centralisation has an uncertain effect on average lev-
el of wages. Theoretical results have shown that if
a country begins with decentralised negotiations on
company level that develop into completely central-
ised negotiations, average wages first increase and
then fall (Calmfors & Driffill 1988). This is based
upon two counteractive effects.

The first effect, mentioned by Olson (1965), for
example, is based upon the fact that competition for
jobs between unions diminish when they bargain
jointly. If one imagines two automobile factories
with separate negotiating unions, a wage increase
at one of the factories will lead to increased costs.
Increased costs entail increased prices, which results
in a worsened competitive situation compared to

the other factory. This results in lower production
and, thus, a lower level of employment. The union is
forced to pay a high price in lost jobs for the wage in-
crease. However, if the unions negotiate jointly, the
negotiated wage increase will affect both factories.
Costs rise for both of them, and neither of the fac-
tories loses in terms of competitiveness. Reduction
in production at the first factory is less, since it is
also more expensive to produce at the second factory.
Centralisation can be seen as a means for workers at
different companies to eliminate internal competi-
tion for jobs.

Thus, wage increases leads to a larger increase
in unemployment when negotiations are decen-
tralised than when they are centralised. This means
that centralisation causes wages to be increase more,
since the cost of a wage increase is smaller. How
much depends, of course, on how great competition
is between companies. The more competition, the
greater the effect. The effect is naturally large when
unions in similar industries begin negotiating to-
gether. The effect will likely be small however, when
unions which are relatively different starts to negoti-
ate together, such as construction workers and met-
al workers, since they do not compete for the same
jobs. It is reasonable to believe that unions will begin
cooperating more quickly if gains are large. The first
step is to form unions in industries and the second
step to form cross-industry organisations. When the
degree of centralisation is low, there are only unions
on company level. A medium degree of centralisa-
tion entails unions on industry level and a high de-
gree of centralisation entails cross-industry organi-
sations. The impact on wages is then the greatest for
increased centralisation when negotiations go from
company level to industry level, compared to when
industry-level negotiations move to an even higher
level of centralisation, since the competition effect is
smaller in the latter case.

The second effect is based upon that a higher
nominal wage leading to higher prices and, thus,
lower real wages. Negotiations on company level
hardly affect general price levels. For that reason,
unions do not take price level effects into considera-
tion. The more centralised negotiations become, the
more prices increase due to a higher nominal wage
since more workers are comprised by the agreement,
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Figure 13.2. Connection between real wage and degree of
centralisation.

which leads to lower real wage increases. The costs
for wage increases via indirect effects on price level
are thus larger the higher the degree of centralisa-
tion. The union takes this into consideration when
setting wages, which results in a centralised union
demanding more moderate wage increases.

If the two effects are combined, the result is that
wages first increase with the degree of centralisation
to then decrease. The competition effect dominates
first and then the price effect. This is illustrated in
Figure 13.2.

Other mechanisms also influence the effects of
centralisation. An industry that is exposed to inter-
national competition will be affected by larger costs
for a given wage increase than an industry that is
not exposed to competition since jobs will be lost to
foreign firms. This leads to moderation in salaries in
competitive industries. Centralisation in a country
cannot eliminate competition with foreign workers.

An additional reason for why unions exercise
caution when negotiating centrally is due to anoth-
er channel than international competition and the
general price level — the public finances (Calmfors
& Driffill 1988). An effect of increased wages is,
of course, increased unemployment, which results
in increased costs for the public treasury. In local,
decentralised negotiations, costs for increased un-
employment caused by increased wages are low for
members of the union. A wage increase at an indi-
vidual company leads to a very small increase in un-
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employment and, thus, affects government expenses
only marginally. In addition, increased expenses are
distributed over all taxpayers, which mean that the
portion that is paid by employees at the company
where wages were raised is barely noticeable. When
negotiating centrally, however, the effects are dra-
matically different. A wage increase increases wages
in an entire economy, which results in layoffs at all
companies. The effects on public finances are, thus,
great. Even if the increase in expenses is distributed
over all taxpayers, it is not negligible, and it affects
union members. Since the costs for a wage increase
are larger on a central level, the resulting wage is
lower.

In terms of wage distribution, it is reasonable to
believe that unions lead to a less dispersed wage dis-
tribution (Rowthorn 1992). One reason is that un-
ions want to avoid workers underbidding each other,
and therefore tries to set wage floors to avoid this.
"This can have several counteractive effects on the
economy. On one hand, some jobs where productiv-
ity is low will disappear so that jobs that according
to efficiency should be performed will disappear. On
the other hand, consequences for high productive
companies could be that salaries are lower than they
otherwise would be which leads to more investment
and increased productivity. The impact on the econ-
omy as a whole is not obvious.

Empirical evidence

In order to receive a clearer view of the actual situ-
ation, it is important to consider empirical studies.
Table 13.1 illustrates membership, degree of cen-
tralisation, coordination and unemployment for a
number of industrial countries. Level of negotiation
and degree of coordination are an index that varies
between 1 and 3 where 1 (3) represents least (most)
centralised, and least (most) coordinated negotia-
tions.

Variation is great between countries. Member-
ship varies between 1o and go per cent, where France
and the US have the lowest membership numbers,
and Finland and Sweden the highest. That the pro-
portion of members does not necessarily reflect the
strength of unions is evident from the fact that there
can be great differences in number of members and



Table 13.1. Union membership, degree of centralisation, coordination and unemployment for a number of

industrial countries.

Proportion of workforce Proportion of the Negotiation | Coordination | Unemployment
that is a union member | workforce that is covered level (1-3) (1-3)
by union contracts

Belgium 54 90 2+ 2 9.7
Denmark 76 69 2 2+ 9.9
Finland 81 95 2+ 2+ 9.1
France 9 95 2 2 10.4
Italy 39 82 2 2.5 7.6
Japan 24 21 1 3 2.6
The Netherlands 26 81 2 2 8.4
Norway 58 74 2+ 2.5 4.2
United Kingdom 34 47 1.5 1 9.7
Sweden 91 89 2 2 4.3
Germany 29 92 2 3 6.2
us 16 18 1 1 6.5
Austria 35 98 2+ 3 3.8

Source: Flanagan (1999) and Nickell and Layard (1999) for unemployment (1983-1996).

the proportion of the workforce that is covered by
union contracts. This is particularly clear in certain
European countries, for example France, where the
proportion of union members is only ¢ per cent,
while the proportion of the workforce that is cov-
ered by union contracts is all of go per cent — higher
than in Sweden. Negotiations are most decentralised
in the UK, Japan and the US, and most centralised
in Belgium, Finland, Norway and Austria. There is
a certain difference in coordination in that Japan
has very coordinated negotiations at the same time
that negotiations are decentralised. Other countries
where the level of coordination is high are Germany
and Austria, while the UK and the US have a fairly
low level of coordination. Japan, Norway and Swe-
den have the lowest levels of unemployment, while
countries in continental Western Europe have the
highest levels.

Rowthorn (1992) has analysed the effects on em-
ployment and unemployment. He finds that the em-
pirical connection corresponds to theory: The effect
of an increase in degree of centralisation from the
most decentralised level to the degree that leads to

the worst outcome in terms of unemployment, is that
unemployment increases by two percentage points.
If the degree of centralisation is increased from this
level to the highest one, unemployment decreases
by six percentage points. In terms of centralisation
effects, results are sensitive to the classification of
countries. It is not clear how some countries should
be classified. Soskice (1990) believes that Japan and
Switzerland should be considered as countries hav-
ing centralised negotiations. This type of change
makes the relationship negative.

Nickell and Layard (1999) have also analysed the
effects of centralisation. When considering the ef-
fects on unemployment, their findings correspond
to Soskice’s hypothesis in that they find coordination
of negotiations to be significant rather than centrali-
sation in itself. They find that increased coordina-
tion leads to lower unemployment. The effects of
increased coordination! from low to high are that
unemployment decreases by 1.7 percentage points.
They also find effects to be greater on long-term
unemployment than on short-term. This is reason-
able since if the average wage level increases, long-
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term unemployment also increase. It is less clear that
matching is affected, which is significant for short-
term unemployment. Effects related to coordination
are great. It is reasonable to believe that without co-
ordination, unions would result in increased unem-
ployment since the whole point of unions is to be
the stronger party in dealing with companies, which
reasonably means higher salaries and, thus, higher
unemployment. The empirical results from Nickell
and Layard, however, suggest that coordinated ne-
gotiations may be able to counteract the increase in
unemployment that results from an increase in the
degree of organisation.

Rowthorn has also analysed the effects of central-
isation on the wage distribution, and also the impact
on employment and unemployment. Increased cen-
tralisation leads to a more compressed wage distri-
bution. However, he sees no effects from changed
wage distribution on employment. There are,
though, certain effects on unemployment. If wage
dispersion is increased from the lowest empirically
observed level to the average, unemployment will be
reduced by 1.8 percentage points.

Development in Sweden 1970-2005

What is Sweden’s position in relation to the theo-
ries above?? At the beginning of the period, up to
about 1975, negotiations were relatively centralised.
The centralised negotiation model that worked well
before 1970 was questioned in the 1970s. Central
agreements gradually became increasingly more
detailed, which left little room for local considera-
tions when setting salaries. That a long period of
strong economic growth came to an end in the be-
ginning of the 1970’s may have lead to many begin-
ning to question the negotiation model. In addition,
the greater proportion of white-collar workers re-
duced LO’ size in the labour market. The policy of
levelling out wages that LO pursued may also have
lead companies to believe that a change in negotia-
tion form could counteract continued levelling out.
Differences in wages were cut in half in LO-SAF’s
agreement areas in the period between 1960-1975.
Certain unions that lost out due to levelling out of
salaries were also not entirely positive in their view
of central agreements.
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Central negotiations ceased in the beginning of
the 1980’%, and some unions negotiated on industry
level. In 1983, the Metal Trades Employers’ Asso-
ciation and Metall broke out of the central negotia-
tions. Centralized negotiations were held only a few
years more in the 1980%.

The first part of the 1990’ is characterised by
economic crisis and a substantial increase in unem-
ployment, which resulted in lower wage increases.
In the 19gos, the government appointed a nego-
tiation group — “Stabilitetsaktionen” — to influence
wage negotiations. The group submitted a proposal
for a two-year agreement that later formed the basis
for wage negotiations in 1991. In light of the initial
crisis and growing unemployment, the proposal re-
sulted in relatively small wage increases. This, how-
ever, was only a temporary return to centralisation.
Negotiations were then held on industry level.

Concern that wage increases would be large lead
to what was known as “Industriavtalet” — the indus-
try agreement - which aimed to increase coordina-
tion of negotiations. This resulted in a committee
and economic council being established. The com-
mittee was tasked with monitoring implementation
of the agreement, while the council supplied the
committee with an economic basis and provided
recommendations as an input in the wage negotia-
tions. A similar agreement was then also reached in
the public sector. In 2002, over 50 per cent of the
workforce was covered by similar agreements (Hol-
mlund 2003).

It is important to note that central agreements do
not mean that all salaries are determined centrally.
Negotiations are held in Sweden on several differ-
ent levels. For that reason, it can be misleading to
consider only whether a central agreement has been
reached or not. For example, central agreements at
the beginning of the period were much more de-
tailed than those that were met in the 198os, and
provided greater opportunities for local negotia-
tions and wage drifts. Central agreements were re-
placed by sectoral/industry-wide agreements during
the period, at the same time that the latter agree-
ments allowed the local level greater scope.

According to Holmlund (2003), the decline of
centralisation may have contributed to greater wage
increases at the end of the 198os, even if the effects



were probably small. One way to indirectly investi-
gate if changes in the degree of centralisation have
affected wage formation is to empirically analyse if
there has been structural breaks or trends in wage
formation during the period. The disadvantage of
this method is that these breaks or trends may have
been caused by other types of changes than degree
of centralisation, such as amended legislation. Ac-
cording to Holmlund, wage formation has been sta-
ble in Sweden. Forslund, Gottfries and Westermark
(2005) do not see any trends in the wage formation
relationship either.

Asymmetry between employed and
unemployed — “insider-outsider theory”
Asymmetry between employed and unemployed
people is caused, among other things, by turnover
costs for labour (Lindbeck 1991). It is expensive for
a company to hire workers; costs include finding,
assessing and training suitable personnel. It is also
expensive for a company to dismiss personnel; costs
may include severance pay and potential legal action

in connection with dismissals.?

The existence of turnover costs affects employ-
ment and unemployment in several different ways.
Since it is expensive to hire and fire personnel, turn-
over costs may conceivably affect long-term em-
ployment and unemployment levels.

Turnover costs for labour also affect the types of
employment during a normal business cycle. Since it
is expensive to hire and fire, companies do not dis-
miss many employees during a recession — it costs
money to dismiss personnel and to employ new per-
sonnel to fill the dismissed person’s place when the
business cycle turns. For the same reason, compa-
nies hesitate to employ in times of prosperity. The
consequence is that employment and unemploy-
ment adjust slower when turnover costs are high
rather than when they are low.

When a recession is lengthy, the consequences
can be different. If companies are doubtful that the
coming business cycle upturn will be stable, and if
turnover costs are high, they will hesitate to em-
ploy new workers. This means that unemployment
can remain at a high level for an extended period

of time. According to the models, however, the in-
crease in unemployment will not be permanent.
Empirical studies do not indicate clear results for
how turnover costs affect unemployment (see, for
example, Bertola & Rogerson 1997, Blanchard &
Portugal 2001, Nickell 1997 and Scarpetta 1996).
Dismissal costs appear to affect employment and
also extend the period that people are unemployed.
Theoretically, insiders — people who have jobs
and are members of the union — benefit from the
cost involved in employing new personnel. Insid-
ers faces a smaller risk of being unemployed and
are able to increase their wages on the way out of
a recession when demand increases, since the costs
for companies to employ results in less competition
from unemployed people than it would have done
without turnover costs. The effect is that wage level
is dependent upon previous employment, which re-
sults in persistence. Empirical studies, however, ap-
pear to discard this idea (Cahuc & Zylberberg 2004,
Holmlund & Zetterberg 1991, Lever 1995).

Taxes, wages, benefit levels and
unemployment

Theory
There are several theoretical explanations for why
the benefit level affects salaries. Some models as-
sume that when bargaining, workers will threaten
to leave the firm and then become unemployed.
"This assumption is perhaps not realistic. It is more
reasonable that workers will look for employment
at another company if they are dissatisfied with the
wages at their own place of employment. Compen-
sation level impacts on negotiation outcomes in this
case as well. If a worker wants to change jobs, the
worker will compete with unemployed, and whose
job search behaviour is affected by the level of com-
pensation. The effects of changes in the benefit level
are not trivial. If there is an upper limit for the length
of compensation, recently unemployed workers will
search less for jobs when the level of compensation
is increased, since higher compensation makes being
unemployed more attractive. At the same time, un-
employed people who are not entitled to compensa-
tion search more intensively since they will be able
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to qualify for a more generous compensation system
if they receive a job. This is also the dominant effect
for workers whose unemployment benefit is close to
expiring, since the value for an individual who only
has a few days left to expiration is not particularly
affected by higher compensation those few days (see
Holmlund 1998).

The theoretical analysis of the effect of taxes on
salaries and unemployment is ambiguous (Holmlund
& Kolm 1995). There are two types of payroll taxes:
normal income tax and social security contributions.
It normally doesn’t matter if it is income tax or social
security contributions that are added to wages, the
impact on unemployment, for example, remains the
same (short-term, however, it may matter). It is the
total tax wedge that matters. In the event of a pro-
portional (average) reduction of the tax wedge at a
certain wage level, wages after tax naturally increase.
Wage negotiations are affected since the total sur-
plus increases. The effect is that companies employ
more people which results in lower unemployment.
"This analysis, however, does not take other effects of
tax reductions into consideration. For example, it is
reasonable to believe that the level of compensation
will be affected in the same direction as the tax re-
duction — compensation after tax will increase. This
means that wages will increase, and hence the direct
positive effect is counteracted. Under certain theo-
retical conditions, it is possible to show that average
taxes have no effect whatsoever.

An additional theoretical result worth noting is
that wage formation is affected by how progres-
sive the tax scale is. The reason is that an increase
in progressiveness causes the value of a gross wage
increase to be smaller for the union since members
receive less after tax, while the cost to the company
is unchanged since it pays the gross wage. Since the
value of the wage increase decreases for the union
and costs are unchanged for the company, the nego-
tiated wage is lower.*

Empirical evidence
In several studies, unemployment compensation has
been shown to impact on employment (Forslund
1992, Forslund et al. 2005). Forslund, Gottfries and
Westermark (2005) indicate clear effects in Den-
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mark, Finland, Norway and Sweden. An increase
in compensation quota of ten per cent, from 8o to
88 per cent, for example, increases unemployment
by just under one percentage point, given an initial
level of five percent. Other studies indicate similar
results (Blanchard & Wolfers 2000, Layard et al.
1991, Nickell 1997, Scarpetta 1996). The impact of
a ten per cent increase of the compensation quota
leads to an increase in unemployment of between
one and two percentage points.

Empirical results show that taxes primarily impact
on unemployment while wages on the whole are not
affected, at least not long-term. Nickell and Layard
(1999) find that the long run effect of taxes on wages
is insignificant, but that short-term tax increases or
reductions have impact. Taxes, however, appear to
impact on unemployment. Results vary empirically.
According to Scarpetta (1996), the effect of a tax re-
duction of five percentage points is not very large
— unemployment decreases by just over a tenth (13
per cent). If unemployment is at five per cent, it will
decrease to approximately 4.3 per cent. Other stud-
ies indicate that effects appear to differ substantially
between countries. Effects are minor in Scandinavia,
Canada, US, Japan and the UK, but major in conti-
nental Western Europe (Daveri & Tabellini 2000).

There is a certain amount of support for theoreti-
cal results on progressiveness (Hansen et al. 2000,
Lockwood & Manning 1993, Padoa-Schiopparggo).
Holmlund and Kolm (1995) analyse how progres-
siveness impacts on the salary structure in Sweden.
They find that an increase in marginal tax of ten per-
centage points results in salaries decreasing by be-
tween 2.5 and 6 per cent. The effect on unemploy-
ment from this type of measure is between one-half
and one percentage point.

Development in Sweden 1970-200%

In Sweden, an unemployed person receives a per-
centage of the previous income from unemployment
insurance, subject to the constraint that the amount
does not exceed a maximal benefit level. Because of
the maximal benefit level, a significant proportion
of workers never reach the statutory percentage
of compensation. How the level of compensation
should be measured thus does not have an unambig-
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Figure 13.3. Compensation ceiling (maximum daily wages) as a
proportion of average income after tax 1970 —1997.

uous answer. One may consider, for example, what
the maximal benefit level is in relationship to aver-
age income. Figure 13.3 shows this.

The statutory percentage in unemployment in-
surance follows a similar pattern to that in figure
13.3. The statutory percentage of compensation was
91.7 per cent in 198o. It was changed to go per cent
in 1988 and 8o per cent in 1993, where it has basi-
cally remained since.

Since the average tax wedge does not appear to
be significant for unemployment in Sweden, it is not
accounted for here. The tax scale’s progressiveness
has greater significance as mentioned above. Holm-
lund and Kolm studied progressiveness for three dif-
terent years: 1975, 1982 and 1991. They find that it
increased between 1975 and 1982 and decreased be-
tween 1982 and 1991, when the tax system changed
several times to move towards decreased progres-
siveness. The tax reform in 1991 marked the end
of this trend. Small changes have been implemented
since 1991 — among other things, an increased pro-
gressiveness from about 50 to about 55 percent for
the upper income groups. However, since this only
affects a small proportion of the workforce, it has
probably not affected unemployment to any great
extent.

Proposal

The extent to which wage negotiations are coor-
dinated and centralised appears to be significant in
terms of unemployment and employment, even if

empirical results seem contradictory. An increase in
the number of areas with similar structures on in-
dustry level can affect the labour market favourably.

"The compensation system also appears to be sig-
nificant. A number of changes are conceivable that
would provide better negotiation outcomes.

Theoretical results indicate that the level of com-
pensation should decrease the longer a person is
unemployed. This provides a stronger incentive to
search for employment, which can impact on unem-
ployment and employment favourably (Fredriksson
& Holmlund 2004).

Another conceivable change is increased self-fi-
nancing of unemployment benefit funds. They are
currently primarily funded by tax funds. Costs for
large wage increases that result in increased unem-
ployment do not lead to higher fees in unemploy-
ment benefit funds. This causes employees to be
less restrained in negotiations than they otherwise
would have been. It should be possible to change
government funding so that a lump sum is paid to
unemployment benefit funds combined with a low-
er grant per unemployed person. Wage increases
that are too large would, then, result in higher fees,
which should restrain wage setting. Lump sums can
be chosen large enough so that distribution conse-
quences are small.

Compensation levels can also be adjusted down-
wards. However, this can result in undesired distri-
butional consequences.

Notes

1. The degree of coordination was measured from both em-
ployee and employer perspectives, and was classed as ei-
ther low, medium or high.

2. This section is primarily based on Lundh (2002) and
Elvander and Holmlund (1997).

3. Another example of cost might be that existing employees
behave in a manner that makes it less profitable to employ
new personnel that offer to work for low wages, for exam-
ple by not cooperating with new employees, which results
in a reduction in their productivity.

4. Since the marginal income from a gross wage increase is
reduced and marginal costs in terms of increased unem-
ployment are unchanged, unions will choose lower wages

and higher employment.
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CHAPTER I4

Employment protection, mobility
and economic growth

Kerstin Ablberg, Niklas Bruun and fonas Malmberg

Do certain characteristics of the Employment Protection Act impede mobility of the workforce and eco-
nomic growth of small companies? If so, can solutions be found that are better for both economic growth
and the security of employees?

Kerstin Ahlberg, Niklas Bruun and Jonas Malmberg believe that the Swedish Employment Protection
Act may create resistance to hiring new employees, primarily with small companies, and that this mainly is
a consequence of the rules being difficult to describe and understand and that they are often described
as more company hostile that they actually are. The provisions on fixed-term employment are complicated
but have recently been simplified. According to the authors, criticism to order of selection in redundancy
is based on a partly misleading description of the provisions’ content. In reality, they provide companies,
especially small companies, perceptible flexibility. On the other hand, the authors believe that costs for
wrongful dismissals could be placed more into proportion to the capacity of small companies without
renouncing employee security. The authors claim that it is time to evaluate the system of sanctions for

dismissals that are contrary to the law in a thorough and unbiased manner.

Economic growth constitutes a central objective in
the economic policy of the Swedish government. An
increase in economic activity by way of additional
and growing companies is seen as a basic prerequi-
site for promoting economic growth, and thereby
safeguarding and developing jobs, welfare and
equality. Economic policy primarily aims to develop
favourable conditions for enterprise, both to in-
crease the number of new businesses and to encour-
age established businesses to grow (Bill 2004/05:1
expenditure area 24, p. 22 f). At the same time, some
claim that the legislation on employment protection
constitutes an obstacle to the expansion of small and
medium-sized companies, as well as for workforce

mobility and supply. The aim of this chapter is to
discuss the extent to which this is true as well as to
reflect upon what might be done to improve the
situation.!

When discussing labour law from the perspec-
tive of economic growth and small companies, fo-
cus is often centred upon provisions that are signifi-
cant for employing new workers, as well as the ex-
tent to which companies are able to change the size
and composition of their workforce, i.e. primarily
rules concerning recruiting, employment (including
fixed-term employment) and dismissing employees.
It primarily concerns the Employment Protection
Act (LAS). From the point of view of companies,
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these regulations are primarily significant in two re-
spects.

Firstly, they affect costs incurred by the company
to vary the size of their workforce. Companies have a
strong interest in quickly and inexpensively adapting
the size of their workforce to suit varying needs. This
need may be satisfied in various ways. If the need for
labour decreases, employees can be dismissed due
to redundancy. The employer must then adhere to
the requirements concerning negotiations, notifica-
tion and notice periods as well as order of selection
rules that follow from law or collective agreements.
The lead times involved in varying the size of the
workforce through redundancy dismissals compared
to other methods are relatively high. Another way to
vary the size of the workforce is to utilise fixed-term
employment. Utilisation of fixed-term employment
significantly increased in the wake of the economic
crisis in the early 1990%. Currently just over half a
million employees, or just over a seventh of the to-
tal workforce, are employed on fixed-term contracts.
The increase is particularly noticeable for the kinds
of fixed-term contracts that correspond to the need
employers have of varying the size of their work-
force, such as project and on-call employment (e.g.
Holmlund & Storrie 2002 and Wikman 2002). The
employer can also place the risk related to increases
and decreases in workforce needs outside the com-
pany. This can be done by utilising employees from
a temporary work agency or by purchasing a large
proportion of goods and services externally instead
of utilising the company’s own personnel. Another
way to adapt to workforce needs is to vary working
hours for employees by utilising overtime. Overtime
(including that which is non-compensated) appears
to have increased somewhat in the 19gos, and now
corresponds to approximately five per cent of actual
worked time (SOU 1996:145, p. 133 ff, 2000:58, p. 44
f). Another possibility for employers to adapt staff-
ing to labour demand is to redistribute work tasks in
the company or organisation. The two last strategies
seem to be the most commonly practiced (Gronlund
2004, p. 64 ).

Secondly, the rules are significant in terms of com-
panies being able to determine the composition of their
workforce, i.e. keeping or recruiting the specific peo-
ple that are considered to be necessary. This might
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be a matter of adapting the composition and compe-
tence of personnel to changed production or the like.
It might also be a matter of companies wishing to
reduce costs by dismissing or avoiding recruitment
of people that are assumed to be less productive than
others due to age, illness or responsibility for small
children, for example.

It is clear that legal regulations must consider the
need companies have to efficiently adapt the size and
composition of their workforce to changed condi-
tions. It is just as clear that the need companies have
for flexibility must be balanced against the need em-
ployees have for security. In many cases, the interests
of the company and the employee coincide. A central
common interest is naturally that the organisation be
run efficiently and generate the desired results. It is
clear that true security presupposes a competitively
strong company, and that agreements and legal regu-
lations that do not to a sufficient extent observe this
will be counterproductive. On the other hand, it is
obvious that the need employees have for security
cannot be satisfied spontaneously, but rather presup-
poses fixed regulations and strong institutions. Legal
regulations must, therefore, include balancing be-
tween flexibility for companies and security for em-
ployees. Balancing flexibility and security is not only
a matter between the parties of the individual em-
ployment relationship. To the same extent that regu-
lations counteract new jobs being created, “costs” for
the lower degree of employment will burden those
who are unemployed as well as the welfare system in
general. In addition, security that particularly ben-
efits those who have been employed for a long period
of time reduces willingness to change jobs.

The aim of this chapter is to analyse the extent
to which certain discussed characteristics in current
regulations entail true obstacles or limitations to
the mobility of the workforce and growth of small
companies, and if it is possible to find solutions that
are better suited to contributing to both economic
growth and security for employees.

One point of departure for this chapter is that the
connection between employment protection and
economic growth in small companies need not be
a direct one. Companies’ decisions to employ new
workers, etc. are affected by their perception of the
content in the Employment Protection Act, no mat-



ter if their perception is correct or not (North 2005).
It is, therefore, important to provide a balanced and
pedagogical view of the actual state of law. There
is an obvious risk that descriptions — perhaps with
the aim of bringing about amendments to legislation
— that provide an exaggerated account of the rules as
inflexible and hostile to companies contribute to the
unwillingness of companies to employ new workers.
On the other hand, the fact that the legislation is
difficult to describe and understand will in and of it-
self create resistance for small companies to employ
new workers.

Economic research on the effects
of employment protection

Criticism that some of the trade unions and em-
ployers’ associations and members of the Swedish
Parliament have directed towards the Employment
Protection Act as being an obstacle to economic
growth has more or less been based on neo-classical
economic theory. The point of departure for these
ideas is that employment protection together with
collective regulation of wages and generous unem-
ployment insurance counteract an efficient resource
allocation and create large public finance costs in the
form of unemployment. Regulations are seen as an
expression of special interest groups in their attempt
to obtain advantages in relation to other interested
parties.

An influential contribution in this area was the
Government Commission on Economic Policy’s
proposal Nya villkor for ekonomi och politik that was
presented in 1993 (SOU 1993:16). The Commission
emphasised that labour law is significant for the de-
velopment of employment. It maintained that the
labour market is one of the most regulated markets,
and that the regulations — despite good intentions —
create large costs. Furthermore, labour law was said
to contribute to segmentation of the labour market
where some people have secure employment and
wage conditions (insiders), while others have more
uncertain employment conditions or have difficul-
ties in gaining a foothold in the labour market at all
(outsiders).

As regards employment protection, the Commis-
sion discussed the provisions on fixed-term employ-

ment, the requirements for just cause for dismissal
as well as order of selection in case of redundancy.
The Commission maintained that theoretical and
empirical research suggests that employment pro-
tection decreases fluctuations in degree of employ-
ment. According to the Commission, this can be an
advantage when there are normal market fluctua-
tions, but for deep recessions such as the one at the
beginning of the 19gos, regulations are an obstacle
to increased employment. The Commission also
maintained that regulations could influence em-
ployment in other ways as well. Because regulations
increase costs for employing and dismissing work-
ers, employees are able to force wage increases with-
out losing their jobs, in particular those who have
been employed for a long period of time. Legal reg-
ulations were considered especially troublesome for
small companies.

In light of this, the Commission believed that,
among other things, at least temporary liberalisation
to allow for fixed-term employment was desirable.
There was particular criticism of the provisions on
order of selection. These rules make it difficult for
companies to keep key personnel and the person-
nel that the employer considers most valuable in the
event of staff reductions (SOU 1993:16, pp. 63 fand
8o f).

"This view of labour law, however, is contested and
not universally prevalent in economic research. Jo-
nas Agell, for example, has argued that trade unions,
collective agreements, and generous unemployment
benefit funds should be considered as collective in-
surance against the risk of losing the necessary in-
come for one’s livelihood (Agell 2001).

Internationally, there is a multitude of studies
that have attempted to bear out certain general ef-
tects of regulations on employment protection. This
research struggles with considerable methodolo-
gy problems. It is difficult to produce comparable
data on employment, unemployment and turnover
of jobs in different countries (Storrie 2003), and to
refine the effects of specific regulations regarding
employment protection that can co-vary with oth-
er mechanisms in the labour market — such as sal-
ary structure, unemployment insurance and labour
market policy.
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What results have been reached through research
despite these methodology reservations?

In 1996, Edin (1996) summarised the standpoint
of research at that time. For example, legislation on
employment protection have clear effects on how
unemployment and employment vary over a busi-
ness cycle — the more restrictive the legislation, the
less variation in unemployment and employment.
However, there is no evidence for employment pro-
tection affecting the overall level of unemployment.
"This is confirmed by OECD (2004) which says that
employment protection actually protects existing
jobs and reduces the influx to unemployment. At the
same time, when employers are considering employ-
ing new workers, they must take into consideration
the possibility of incurring costs for dismissals later,
which makes it more difficult for job seekers to find
employment. The outflow from unemployment is,
therefore, also reduced. OECD maintains, however,
that the Nordic countries deviate from the pattern
in this respect, as they have relatively high outflow
from unemployment despite a moderate to high lev-
el of employment protection. A conceivable expla-
nation is the Nordic countries’ massive investment
in active labour market policy. Later studies that
have attempted to bear out the effects of employ-
ment protection on total unemployment have also
reached contradictory results according to OECD.

In the same way, researchers disagree on whether
employment protection has any effect on the total
level of employment. However, it is currently rela-
tively accepted that employment protection affects
the labour market for various groups of employees
differently (OECD 2004). Men of working age are
benefited, while young people, women and other
groups with a weaker connection to the labour mar-
ket appear to be at a disadvantage.

An important measure of economic growth is
productivity. Edin (1996) concluded that the effects
of employment protection on productivity are un-
certain. According to one theory, people work harder
when they are worried about losing their job, while
other theories state just the opposite. Theoretical
analyses provide, therefore, contradictory answers.
"Two empirical studies that Edin referred to indicate
that a larger proportion of fixed-term employment
can lead to lower productivity, but the results are un-
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certain. In a later study, Buchele and Christiansen
(1999) compared the development of productivity in
the US, Canada, France, Italy, Germany and the UK
for a thirty-year period, and placed it in relationship
to the degree of employment protection, negotiating
strength of trade unions and the degree of income se-
curity and social protection in the various countries.
Their conclusion was that the same labour market
institutions and social security systems that may have
limited employment growth in Europe compared
to the US, may have also contributed to the higher
growth in productivity. They believe the explanation
is that all the factors that are decisive for productiv-
ity — introduction of new technology and improved
working methods, capital growth per employee and
development of employee competence — are strongly
dependent upon effective employee participation.
Their willingness to cooperate with management
to improve productivity and quality depends upon
them being able to feel secure in the employer’s fu-
ture success.

Belot et al. (2002) also came to the conclusion
that a certain degree of employment protection can
have the effect of increasing productivity. Accord-
ing to their theoretical analysis of the effects of em-
ployment protection on welfare, there is an optimal
level of employment protection that is greater than
zero. Costs related to dismissal that a new worker
may entail in the future cause companies to com-
mit to the employee and for employees to invest in
human capital that increases productivity, i.e. to re-
ceive training and obtain the type of knowledge that
is needed for the particular employer in question.
Employment protection should, therefore, be based
on appropriate balancing between flexibility and
employment protection. Where this point of bal-
ance is found varies from country to country. In the
opinion of the authors, since many countries have
considerably relaxed their legal regulations over the
past decade, it is possible that they have reached the
optimal situation.

OECD (2004) points out that most studies on the
effects of employment protection completely ignore
the issue of why regulations on employment pro-
tection exist at all, and what the effects on welfare
are that employment protection entails. The report
particularly emphasises two arguments that justify a



certain amount of employment protection from an
economics point of view. One is that employment
protection is a way to insure the employees against
unreasonably large fluctuations in income due to
deficiencies in the way the labour market func-
tions. The other argument is that jobs that are not
profitable for employers can still generate income
for society in the form of tax and payroll tax, which
helps fund unemployment insurance, for example.
Employment protection that provides the employer
with the right impetus for internalising the social
cost of dismissals is, therefore, economically effi-
cient.

Swedish research that objectively sheds light on
the issue of whether labour laws, particularly the
law on employment protection, are obstacles to eco-
nomic growth is basically non-existent (compare,
however, to Calleman 2000). There are a number
of studies concerning the subjective perception em-
ployers have of what it is that prevents their compa-
nies from growing. These are often questionnaires
ordered by interest groups, but the question is what
they actually measure. The more that politicians and
representatives of organisations repeat that is impos-
sible to dismiss employees or to keep key personnel
in the event of redundancies, the more wary small
businesses become — no matter the level of truth in
the statements.

Gronlund (2004) performed one of the few scien-
tific studies that sheds light on the issue of the extent
to which Swedish companies perceive labour laws as
an obstacle to adapting the workforce to varying de-
mands. The study shows that companies, no matter
the industry or size, perceive “obstacles to compe-
tence” (e.g. long periods of learning the job, recruit-
ing difficulties) as greater problems than “labour laws”
in this respect. All together, approximately three out
of ten workplaces experienced labour laws as an ob-
stacle, but competence stood out in every industry as
a greater problem. Furthermore, the study indicates
that central collective agreements now provide a great
deal of scope to make decisions on workplace level
regarding employing new workers, dismissal of per-
manent employees, the use of fixed-term employment
and temporary work agencies as well as outsourcing
work. The obstacles experienced by employers seem
to lie in the extra procedures and/or costs that nego-

tiations with trade unions entail compared to if em-
ployers were able to decide freely, than in the sub-
stantial provisions of legislation and collective agree-
ments. It is somewhat surprising that it was not in
small companies but rather in workplaces with more
than 150 employees that labour laws were considered
to cause the most problems. According to Gronlund,
a conceivable explanation might be that trade unions
at large workplaces are stronger and can stay on top of
regulations, while they are more focused on the com-
pany’s survival at small workplaces.

FJurisprudential evaluation of the
effects of legislation
Based on the perspective presented above, three
issues related to employment protection that have
been discussed will be brought up: fixed-term em-
ployment, order of selection and a system for sanc-
tions.

Fixed-term employment

The provisions of the Employment Protection Act
are relatively complicated today, so only their main
points are indicated here. The basic legal difference
between permanent and fixed-term employment
is related to when employment is terminated. The
time at which permanent employment will end is
not pre-determined, rather notice must be given
that observes a period of notice. In order for the
employer to give notice, he or she must have just
cause according to the Employment Protection Act.
Fixed-term employment, however, ceases when the
contracted period of employment runs out. Notice
does not need to be given, and neither does the em-
ployer need to have objective grounds to end this
type of employment. As a result, employment pro-
tection for temporary employees is generally not as
good as for permanent employees. For this reason,
it has been considered important to counteract uti-
lisation of fixed-term employment. This has been
achieved, for example, by this type of employment
only being allowed in specific cases in accordance
with the Employment Protection Act. The “list”
includes just over ten different types of fixed-term
employment, for example substitute and seasonal
employment.



Current provisions on fixed-term employment
are intricate and complicated, which results in sanc-
tions of the law for errors on the part of the em-
ployer being difficult to assess. Small companies,
for example, have claimed that this leads to restraint
in terms of employing new workers and economic
growth. If this is the case, the state of affairs is clear-
ly unsatisfactory. On the other hand, the restrictions
have not been able to counteract a dramatic increase
in fixed-term employment. Especially serious is that
it takes a long time for many employees to receive
permanent employment. In light of this, it is easy to
assume that if legislation is an obstacle to economic
growth, it is primarily because it is difficult to imple-
ment, perhaps most so for small companies. There
is, thus, a clear need for clarification and simplifica-
tion of the legislation. There is also a need to facili-
tate employing new workers for a certain amount of
time without needing to consider whether there is a
valid reason for doing so.

In its study called Héllfast arbetsritt — for ett for-
anderligt arbetsliv (Ds 2002:56), the National Insti-
tute for Working Life proposed new rules for tem-
porary employment. Briefly, the proposal involves
the list of allowed types of fixed-term employment
being replaced by a provision stating that fixed-term
employment may be utilised freely for a maximum
period of 18 months within a reference period of
five years. In this way, the Institute hoped to sim-
plify employment of new workers when there is an
increased need for labour, as well as to create better
prerequisites for people outside the market to be-
come employed. At the same time, situations where
people are fixed-term employees for an extended
period of time would be counteracted by legislation
ensuring that they are “pushed” towards permanent
employment. This would be achieved, for example,
by a reinforced preferential right to re-employment
that would go into effect after a six-month period of
employment. Furthermore, the Institute proposed
a simplified and more predictable system of sanc-
tions.

The Swedish Parliament has recently adopted
new rules on fixed-term employment, which will
enter into force on 1 July 2007. These allow for
fixed-term employment for a maximum period of
fourteen months within a reference period of five
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years. Further, substitute employment is allowed for
a maximum period of 36 months. The preferential
right to re-employment will go into effect after six
months, instead of nine months as is the case to-
day. The amendment constitutes a manifest simpli-
fication of the legislation and will facilitate employ-
ment of new workers in the event of increased labour
needs, especially for small businesses. At the same
time, the new rules will provide obstacles, especially
to seasonal employment and extended project em-
ployment. These obstacles to effective business op-
erations are obviously considered a price worth pay-
ing for having transparent legislation and prevent-
ing employees from being on fixed-term contracts
for an extended period of time.

Provisions on order of selection

For dismissals due to redundancy, the business eco-
nomic assessment that provided the basis for the
employer’s decision is generally not reviewed. The
core of employment protection in the event of re-
dundancy is, rather, that the employer may not freely
choose which employees to dismiss. The provisions
for order of selection in the event of dismissal due to
redundancy can be found in Section 22 of LAS. As a
point of departure, the order of selection between
employees is determined by employees that have
been employed for a longer period of time being giv-
en priority for continued employment. This is called
the seniority principle or the last in first out principle.
This order of selection is pertinent within selec-
tion categories. The size of the selection category
is normally determined by order of selection being
established for each operation unit and for each col-
lective agreement area. The concept operation unit
refers to a part of the company that is located in the
same building or enclosed area. An employer with a
maximum of ten employees may exempt a maximum
of two people that are considered to be of particular
importance to continued operations from the se-
lection order. If an employee can be provided with
continued employment only by being transferred to
another job, that person must possess adequate skills
for the alternative job.

The provisions on the order of selection have
often been criticised as being obstacles to running
a business efficiently. In our assessment, the criti-



cism is partially based on incorrect perceptions of
the provisions’ content. They provide the employ-
er with substantial opportunities to make decisions
regarding the future work organisation (Calleman
2000). For example, after customary trade union ne-
gotiations, the employer may freely decide whether
there is redundancy, and if so, which selection cate-
gories should be affected by dismissal. The require-
ment for adequate skills is also perceptibly flexible.
The concept includes not only education, profes-
sional experience, practice and knowledge, but also
personal suitability. Furthermore, case-law shows
that employers have a relatively wide framework
in which to determine which qualifications are re-
quired for a certain position. The courts appear to
accept employer requirements as long as these ap-
pear to be explainable and on the whole acceptable
to an outside observer. In addition, there is the possi-
bility of establishing collectively agreed redundancy
lists that deviate from the order of selection, and for
small employers (employers with a maximum of ten
employees), the option of excluding two employees
from the selection categories. Taken together, regu-
lations provide a great deal of flexibility, not least
of all for small companies. At the same time, their
mobility-inhibiting effects are limited (see Bruun
2004).

Sanctions

"The provisions on the sanctions that impact on em-
ployers that violate the Employment Protection Act
are relatively complicated. On the whole, the fol-
lowing applies.

A dismissal that does not have a just cause can be
declared invalid if the employee pursues the claim
(Section 34 LAS). However, it cannot be declared
invalid if it is contested solely because it violates or-
der of selection rules.

If a dispute arises concerning the validity of a
dismissal, employment will not be terminated as
a result of the dismissal until the dispute has been
finally resolved, for example through a judgement
that has gained legal force (Section 34, second para-
graph). The formulation of Section 34 results in the
employer possibly being forced to pay wages over a
considerable amount of time even if there is a just
cause. The employer may call for an interim deci-

sion for employment to end (Section 34, third para-
graph, LAS). In accordance with preparatory work,
an interim decision regarding cessation of employ-
ment should not be made unless it is more or less
obvious that there is just cause. In the event of sum-
mary dismissal, which is when the employer ends
employment without a period of notice, the opposite
is true. Employment ends (temporarily) even if there
is a dispute concerning the validity of the summary
dismissal. The employee may request an interim de-
cision (Section 35).

A judgement through which a dismissal or sum-
mary dismissal is declared invalid cannot be execut-
ed through executory force. If the employer refuses
to comply with the judgement, the employment re-
lation is considered to be terminated, and the em-
ployer will be forced to pay standard damages to the
employee as a result of the refusal to comply. Stand-
ard damages are calculated based on the employee’s
length of employment, and, to a certain extent, age.
The sum varies between 6 and 48 monthly wages
(Section 39).

If the person has been employed on a fixed-term
contract contrary to the law, the court may upon re-
quest of the employee declare that he or she has per-
manent employment (Section 36 LAS).

In addition to these sanctions, damages may be
awarded. This applies to dismissal without just cause
and for violating order of selection rules, as well as
in the event of unlawful fixed-term employment.
Damages may be awarded regardless of whether the
employee pleads for invalidity or not. Damages pri-
marily comprise the loss that arises (financial dam-
ages). The point of departure is that the employee
should receive compensation for income that he or
she would have received had employment continued.
Damages may be reduced by the amount of income
received by the employee from other employment,
for example. In addition, the employer may be in-
structed to pay “compensation for the infringement
that the violation of the law entailed”, what is known
as punitive damages. Punitive damages are usually
around SEK 80,000 in the event of unjust cause.

In our opinion, there is reason to question if dam-
age rules are not overly stringent for small employ-
ers. In any case, this is true if the effects of the rule
that employment should continue during a dispute
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are considered. In many cases, it takes between one
and two years for a dispute to be resolved in a court.
During this time, the employer must pay wages, even
if the final decision is that there was just cause for
dismissal. This period greatly exceeds the period of
notice that is stipulated by law (three to six months,
Section 11 LAS). If, on the other hand, the employer
is shown to have made a wrongful assessment of the
state of the law, general damages will be added. If the
conflict with the employee during the period of the
dispute has escalated in a manner that makes con-
tinued collaboration impossible, costs for standard
damages will be added according to Section 39 MBL.
The employer can be hit by considerable costs even
in cases where there is just cause or where the state
of the law — perhaps despite good intentions — was
misjudged. Costs corresponding to one or two an-
nual wages can be very difficult for a company with
few employees to bear. These costs appear to exceed
what is necessary for exerting pressure to ensure
that small employers adhere to the provisions of the
Employment Protection Act. In light of this, there
is reason to consider regulations that limit the costs
that small employers must bear, and that better relate
the size of compensation to employers’ blamewor-
thy behaviour. There is also reason to emphasise that
employer cost and employee financial security can be
disconnected from one another through various in-
surance arrangements.

Concluding standpoints

Some deficiencies in the Employment Protection Act
have been indicated above. It should be emphasised
that these types of deficiencies do not necessarily
lead to reduced economic growth or to significantly
reduced mobility. Dysfunction in legislation can
also be expressed as exceptions or loopholes in the
legislation becoming more significant, or that one
simply neglects to adhere to the law. Several such
tendencies can be traced in the area that we have
studied. For example, it can be questioned whether
the provisions on fixed-term employment in the
Employment Protection Act are really adhered to
in practice. Another example is employers that use
re-organisation and dismissals due to redundancy as
means to rid the company of employees for reasons
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that are at least in part related to employees per-
sonally. A third example is that it seems to be more
common that employers summarily dismiss employ-
ees instead of dismissing them with a period of no-
tice, and that this is to avoid the necessity of paying
wages until the dispute is settled.

In terms of provisions on fixed-term employment
and order of selection, the problem in our opinion
is primarily that these are difficult to implement.
The rules on fixed-term employment are manifestly
complicated, but have now been simplified. In our
opinion, rules concerning order of selection in the
event of redundancy provide sufficient scope for the
needs of companies to be observed. Understanding
of the rules, however, appears to be deficient. It is a
pressing task to contribute to a more balanced de-
scription of rules that indicate how employers may
deal with personnel problems and staff reductions
in accordance with the law, and at the same time
take the interests of the employee and the interest of
continued efficient operations into consideration.

In terms of sanctions, we find that costs for dis-
missal that can result from LAS are too high for the
smallest companies and lie above what is needed in
order to persuade employers to adhere to the provi-
sions of the Employment Protection Act. In light of
this, there is reason to consider whether the legis-
lation can more efficiently relate the responsibility
for dismissal costs to the financial capacity of small
companies without forgoing the financial security
of employees. It is time to evaluate the system of
sanctions for dismissals that are contrary to the law,
thoroughly and without bias, based on these points
of departure.

Note

1. This chapter is to a large extent based upon the authors’ re-
port called “Arbetsriitt, smaféretag och tillviixt” in Falken-
hall & Rauhut (2006).
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