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Summary




ince the 1990s Sweden has suffered from high unemployment and

currently has what must be described as mass unemployment. It

is obvious that the economic policy pursued is no longer able to
achieve full employment. Nor is it possible to return to the policy prev-
alent before the 199os.

Consequently, what Sweden needs is a new economic policy that
combines full employment and fair wages with today’s open economy.
That is the background to the LO Congress resolution in 2012 to start
the project Full employment and a wage policy of solidarity. The project
will result in a final report to the 2016 LO Congress and 24 background
reports.

It is my hope that this report, as well as the continued work of the
project, will contribute to the important discussion as to how Sweden
can again become a country of full employment and how the wage
policy of solidarity can be modernised.

Karl-Petter Thorwaldsson
President of the Swedish Trade Union Confederation (LO)
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Summary

HIGH UNEMPLOYMENT and increasing income differentials are the greatest
challenge of our time. Sweden has had fundamental problems in the
labour market since the crisis of the 19gos. Since the start of the finan-
cial crisis in 2008 unemployment seems to have stuck at around 8 per
cent. The problem and its conceivable solutions has been addressed in
innumerable debates and discussions between politicians, economists
and not least the social partners. Despite this, the Swedish labour mar-
ket is characterised by mass unemployment.

Unemployment divides a society. Individuals who are outside the
labour market are also denied the inclusiveness that a job entails, and
increased income differentials mean further difficulties for those who
have least. Unemployment creates greater income differentials both in
the short and the long term, since people who are jobless for a long peri-
od risk falling behind in the labour market. In addition, the production
capacity of the entire economy is reduced, since there are resources that
are not being used.

Historically Sweden has had periods that can be characterised as
full employment. But since the crisis of the 19gos full employment has
been a remote reality. At present unemployment is high and its burden
is not borne equally throughout the population. Young people with a
low level of education (particularly women) and foreign-born people
are unemployed to a greater extent than others. In addition, women
are affected to a greater extent than men by part-time unemployment.

At the same time the trade union movement is struggling with a
number of challenges that can partly be attributed to the high level
of unemployment, but which are also due to a high rate of structural
transformation and to the market for labour no longer being national
but global. One great challenge is that the trade union density rate has
fallen for both blue and white collar workers since the mid-iggos. The
fall in the density rate was particularly marked after the centre-right
government’s changes to unemployment insurance from 2006 onwards.
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In recent years white-collar workers have halted the falling density rate
of recent years, while affiliates of the Swedish Trade Union Confeder-
ation (LO) are still struggling with a low rate. However, the coverage
rate of collective agreements is by and large unchanged.

The percentage of white-collar workers is increasing, while the num-
ber of people with blue collar occupations has decreased. Of total payroll
expenses in the economy, almost 40 per cent now refer to blue collar
workers and just over 60 per cent to white-collar workers.

In his speech to the LO Congress in 2012 President Karl-Petter Thor-
waldsson said:

Congress friends, we must do more. I refuse to believe that it is not pos-
sible. Consequently, I intend to gather all available knowledge of ways
forward. Together, with all the knowledge existing within the trade union
movement, our elected representatives, good economists and talented re-
searchers in Sweden and abroad, we will design a new economic policy
for full employment — that will be seen and heard. We will make a dif-
ference. That I promise you.

The 2012 Congress also decided to task LO with preparing a basis
for broad discussion in the trade union movement for the purpose of
modernising the wage policy of solidarity with special focus on une-
qual wage dispersion, gender equal wages, wage drift and international
competitiveness.

This is LO’s report on full employment and a wage policy of soli-
darity to the 2016 Congress. The LO Executive Council dealt with the
proposed report to Congress on 12 May 2015 and decided to adopt these
clauses, which are thereby presented to the 2016 LO Congress.
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The trade union movement, wage
formation and full employment

THE TRADE UNION MOVEMENT can contribute to full employment in several
ways. The most central is to create conditions for long-term sustainable
wage formation. This assumes that payroll expenses in the labour mar-
ket can be controlled, both in downturns and upturns.

In downturns it is a matter of wages increasing in pace with produc-
tivity increases and the Riksbank’s (central bank) inflation target. Wages
account for most of purchasing power and demand in a market econo-
my, and wages that are too low risk slowing down growth and creating
higher unemployment. In upturns it is instead a matter of ensuring
that wage increases are not too high. If wages rise too much then firms’
competitiveness in relation to foreign companies is reduced. Investments
decrease, productivity falls and real wage growth is impaired. Unemploy-
ment increases. In addition, too rapid an increase in wages is one of the
strongest drivers of inflation — if firms raise their prices to cope with the
increased cost of wage increases, this leads to increased inflation. And if
inflation becomes too high in relation to the Riksbank’s inflation target
they will increase the interest rate and tighten the economy.

The risk of wage inflation is highest when demand for labour is high.
Long-term effective wage formation must ensure that wages neither in-
crease too little nor too much.

But the wage policy of solidarity also contributes in other ways to
creating the conditions for full employment. The wage policy of soli-
darity helps structural transformation of the economy by squeezing out
low productivity, low-wage jobs and making room for firms with good
prospects of development. To strengthen the Swedish agreement model
and prevent the emergence of low-wage sectors the lowest wages must
be constantly monitored. LO’s wage policy of solidarity, which is part
of wider income policy, is also central to achieving an even distribution
of income in society.

The original thought constructs in the 1951 report to the LO Congress,
which laid the foundations of the Swedish Model, seem more complete
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in hindsight than they were at the time. The interaction between the
wage policy of solidarity and fiscal and monetary policy did not develop
behind closed doors. Gradually, in cooperation between trade unions
and central government, the specific Swedish political-economic model
emerged, which assumed a strong and aware trade union movement. The
hope is that the report to the 2016 LO Congress will lay the foundation
in the same way for further development of the interaction between
the trade union movement’s wage policy, central government fiscal and
monetary policy and active labour market policy. Much practical coax-
ing will also await LO and its affiliates in the future.

In the past 20 years wage formation has by and large functioned well.
Inflation has been low and real wages have increased. Increases in payroll
expenses have not undermined Sweden’s competitiveness. The greatest
difficulty has been to achieve a reasonable distribution of production
output. Wage differentials have increased. For the entire collective this
has meant that white-collar workers have received higher average wage
increases than blue-collar workers. In both the white and blue collar
collectives men still have higher wages than women. This cannot be
explained by differences in education, work experience, competence
or employment periods; it is largely due to female dominated occupa-
tions having lower wages than male dominated occupations. This value
discrimination concerns structural and conceptual differences between
occupational categories that are perceived to be coded female or male
respectively. A cornerstone of the wage policy of solidarity is equal pay
for work of equal value. Hence combating wage differentials between
female and male dominated occupational groups due to value discrim-
ination is a central part of the wage policy of solidarity.

When unemployment is high the trade union movement’s negotiation
position is weakened. The opposite is true when unemployment is low.
Employers must then increase the attractiveness of the jobs they offer.
In that way the trade union will have a stronger negotiating position and
it will be easier to maintain high wages and good terms of employment.
This will make it easier to prevent workers competing with each other
for jobs with lower wages and worse conditions.

Despite effective and restrained wage formation there has been no
return to full employment. The trade union movement must of course
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continue to contribute, above all by guaranteeing stable and macroeco-
nomically well-designed wage formation. But this is not sufficient to
create a society where everyone who is willing and able to work also
gets a job. Responsibility also rests heavily on the economic policy in-
stitutions, above all the Government and the Riksbank.
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The goal of full employment should be
defined

FOR LO FULL EMPLOYMENT means that everyone who is willing and able to
work should have a job, and one job should be sufficient to make a living.
No-one should need to be unemployed other than for short periods. But
low unemployment is not enough. For the concept of full employment
to be meaningful the percentage of employed in the population, the em-
ployment rate, must be high. The more people in work, the better the
conditions for funding public welfare. The objective should therefore
also be that the employment rate should be sufficiently high to finance
generous public welfare.

But unemployment and the employment rate are broad measures
that can hide great differences between different groups. For exam-
ple, the total employment rate may be high, while women have a lower
employment rate than men, or while foreign-born people have a con-
siderably lower employment rate than people born in Sweden. The ob-
jective should therefore be to minimise these and other differences so
that unemployment and employment are as evenly distributed between
different groups as possible.

Allin all this means that economic policy should be directed towards
full, high and equal employment. We believe the objectives should be
ambitious. Historically Sweden has had a long period that can be said
to have been characterised by full employment; for example unemploy-
ment between 1970 and 1990 was between 2 and 4 per cent and the em-
ployment rate was more than 85 per cent at the end of the 1980s. Even
today there are countries with unemployment levels of between 3 and
5 per cent and employment rates of more than 8o per cent. In Sweden
there are also groups characterised by very low unemployment and a high
employment rate. All in all we consider that full employment should
imply unemployment of between 2 and 4 per cent and an employment
rate of at least 85 per cent.
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What can economic policy do?

UNEMPLOYMENT CAN ROUGHLY be broken down into deficient demand un-
employment, structural unemployment and frictional unemployment. De-
ficient demand unemployment means that there are more people in

the labour force than the number of jobs. The activity in an economy

varies in economic cycles. Stabilisation policy helps keep down unem-
ployment that is due to downturns in the economy. This is done either

via monetary policy; that is the Riksbank raises or lowers the policy rate

depending on an assessment of the economic situation, or via a more or

less expansionary fiscal policy. Structural unemployment is instead due

to a mismatch between the labour force and jobs, while frictional unem-
ployment is due to labour force and jobs not finding each other directly.
If demand management policy can be used to reduce the unemployment

that is due to a bad economic or demand situation, structural and supply

management policy is required instead to make the labour market more

effective and thus contribute to even lower unemployment in the long

term. Examples of measures that contribute to reducing structural and

frictional unemployment are education, labour market policy, for ex-
ample in the form of labour market training or subsidised employment,
employment services and matching of jobseekers. However, demand

management policy does not entirely lack significance for structural

unemployment; deep and long-term recessions can affect equilibrium

unemployment by changing structural factors. For example, individ-
uals’ competence and job-seeking activities are negatively affected by
long-term absence from the labour market. This means in turn that de-
mand-side measures have significance for structural unemployment. To

push down unemployment as close to zero as possible therefore requires

both measures that affect deficit demand unemployment and measures

that reduce structural and frictional unemployment.
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Monetary policy is not enough

IN THE PRESENT economic-political order, with variable exchange rate
and independent central bank, it is primarily assumed that it is the
responsibility of the Riksbank to stabilise demand in the economy. A
well-balanced monetary policy contributes to mitigating the effect for
example of international downturns on Swedish demand, but the Riks-
bank in Sweden has not carried out this task satisfactorily. There is no
doubt that monetary policy has been too tight since the introduction
of the inflation target. The Riksbank has not taken sufhicient account
of unemployment and employment. The result has been that monetary
policy has contributed to a higher level of unemployment than it would
otherwise have been.

The monetary policy deficiencies we see are mainly associated with
how the Riksbank has interpreted and fulfilled its remit, as well as the
weak follow-up by the democratic system of the monetary policy target.
Much could have been different in the context of the current regulatory
framework, but given that this is not the case we consider that the Riks-
bank’s mandate for monetary policy should clarify that it must stabilise
both inflation around the inflation target and unemployment around
a long-term sustainable level. The proposed measures regarding clearer
goals and improved democratic control mean that monetary policy can
contribute in the long term to increased employment in a better way
than it has in the past twenty-year period.

Recently monetary policy has become more expansionary. The repo
rate has been reduced sharply and the Governor of the Riksbank has
made it clear that the Riksbank is now only interested in safeguarding
the inflation target and does not intend to use the repo rate to influence
household indebtedness. In the situation in which Sweden now finds
itself this will probably not be sufficient to ensure economic recovery.
It is rather fiscal policy that must now bear the main responsibility.

MONETARY POLICY IS NOT ENOUGH
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Fiscal policy should give priority to full
employment

TO INCREASE DEMAND We propose that central government implements an
expansionary economic programme in the next few years, and thereaf-
ter tries to stabilise demand at a higher level. The purpose of the pro-
gramme is to strengthen Sweden’s long-term economic development and
persuade households and private firms to increase their consumption
and investment.

Conditions for fiscal policy stimulation are good. The interest rate is
negative, the national debt is low, the price level is virtually constant and
there is a plentiful supply of labour in the economy. In addition there are
obvious investment needs in several parts of the economy that would
lead to higher growth and higher employment if they were attended to.

An expansionary fiscal policy has major effects on output when the
interest rate is zero or lower and unemployment is high. In a normal eco-
nomic situation monetary policy will counteract fiscal policy attempts
to stimulate the economy. This is not the case today.

The fiscal policy programme should aim to increase demand in both
the public and private sectors. It should not be solely aimed at getting
more people in work but also to strengthening Sweden’s long-term
growth potential. The programme should be divided into two time ho-
rizons — a short term concerned with stimulating demand as long as
interest rates are low, inflation non-existent and unemployment high,
and a long-term concerned with keeping Sweden at a higher level of
demand even in the future.

There are evident needs in the Swedish economy. The traffic system
is suffering from too little maintenance and a lack of new investment;
too few dwellings are being built, particularly in regions where demand
for labour is high; childcare, the school system and elderly care are not
sufficiently developed, which means that women in particular reduce
their labour supply. The National Institute of Economic Research has
calculated that public sector expenditure must increase by about SEK 8o
billion in the next four-year period if staffing ratios in welfare services
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are to remain constant, the replacement rate in social transfers retained,

central government investments increase in pace with potential GDP and

municipal investments increase in pace with municipal consumption.

Households and private firms’ consumption and investment deci-
sions are affected to some extent by what they believe about the future.
Firms' investment level and households’ consumption are currently low,
partly due to doubt that the economy is on the right track. If central
government shows the way in the form of productive public investment
it makes it possible to attract more private investment and increase pri-
vate consumption. However, it is important that general government
finances are sustainable in the long-term. Otherwise there is a risk that
the private sector will not reduce its savings.

High unemployment, non-existent inflationary pressure and a low
interest rate level, together with great needs and high household and
corporate saving, indicate that there is scope for extensive stimulatory
measures. The binding limit for the extent of these seems above all to
come from the EU regulatory framework that states that the deficit in
general government finances may not exceed 3 per cent of GDP in any
year. Bearing in mind the forecasts for the next few years this means
that fiscal policy stimulation can be about 1.5-3 per cent of GDP.

By using increased public expenditure productively it is also possible
to strengthen households’ and firms’ confidence in the Swedish econ-
omy. In that way they can be expected to increase their investments
and their consumption, which is necessary if the effect of fiscal policy
stimulation is also to have a bearing in the long term.

We propose a kick-start to the Swedish economy in the form of vigor-
ous fiscal policy stimulation. The areas we consider central government
should concentrate on are as follows.

— Welfare. There are major quality shortfalls in elderly care, school per-
formance has been falling for a long time and women'’s labour supply
is hindered by child care being unavailable in the evening, at night
or at weekends. At the same time welfare needs are increasing due to
increasing numbers of older people and younger people in the popu-
lation. To meet the demographically motivated needs and create scope
for a permanent lift in the level of ambition, government grants to
municipalities must increase considerably.
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— Labour market policy is a central part of the Swedish model and plays
a decisive role in matching and transition in the labour market. This
part of policy has been being dismantled over a long period. We do
not believe in worse economic incentives to force more people into
the labour market. Instead there must be active and preparatory la-
bour market policy that gives job-seekers the opportunity to meet the
changing requirements of the labour market and take the emerging
jobs. Foreign-born people are an important group. Their opportuni-
ties to create a good life in Sweden depend on their establishment in
the labour market. The Swedish Public Employment Service must
receive sufficient resources as soon as possible to meet the needs of
the unemployed.

— Unemployment insurance is an important piece of the puzzle in a labour
market that requires a high transition capacity. It promotes mobili-
ty and increases individuals’ acceptance of structural transformation.
Unemployment insurance has been continually undermined and must
be considerably improved, so that it covers more people and so that
considerably more people can count on fully adequate income loss
protection.

— Adult education is gaining increasing importance in the Swedish edu-
cation system. One explanation is that relatively many young people
leave upper secondary school with incomplete qualifications. They
need a second chance. But adult education must also accommodate
people who have completed upper secondary school but who want or
need retraining or continuing education. Adult education should be
extended to give more people the chance of education regardless of
previous background.

— Infrastructure. For a long time Sweden’s investments in infrastructure
have been decreasing, both in relation to GDP and in relation to the
increased services. The problems of low investment have become in-
creasingly clear. There is a capacity shortage on rail and road networks.
New investment in traffic infrastructure should be raised to 1 per cent
of GDP and resources for operation and maintenance should be in-
creased by o.1-0.2 per cent of GDP.

— Housing. The housing shortage is a growing problem. The difficulty
in finding vacant housing, particularly in the growing urban regions,
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leads to an economic production loss and excessive unemployment.
The housing shortage must be met with increased investment but also
with smarter housing policy.

— The school system. School performance has deteriorated. Differences
between pupils of different backgrounds are great. Differences be-
tween schools have increased. Fewer pupils leave with qualifications
that give them eligibility for upper secondary school. It is particularly
important that resources for the school system are sufficient to give pu-
pils in a weaker position the opportunity to complete their education.
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New fiscal policy objectives

POWERFUL FIScAL PoLicy stimulation will lead to an increase in general
government gross debt. This is reasonable as long as the return on the
measures is greater than the costs of the resulting debt, but in the long
term general government finances must be sustainable. This does not
mean, however, that there should be a return to today’s surplus target.

We have indicated that there are obvious resource problems in a num-
ber of areas of the Swedish economy. Consequently it is not reasonable
to solely endeavour to build up an even stronger financial net short posi-
tion. The Social Democrat-led Government has already announced that
the current target for net lending may be replaced by a balance target.
This is a step in the right direction but not enough. The question must
be investigated in a more unrestricted way.

LO considers that the Government should set up an inquiry to review
the current balance target and reporting system with an open mind.
Examples of alternatives that should be investigated are a level of na-
tional debt as a percentage of GDP, a new target for net lending and the
introduction of an operating and capital budget. When investigating an
operating and capital budget a review should also be made of whether
the term investments can be given a wider meaning than at present.

To prevent the stimulation of the economy we are proposing from
becoming its opposite, that is an expansionary period immediately being
replaced by a period of austerity, we consider it unreasonable to return
to a surplus target in the interim period. Instead it is reasonable to sta-
bilise the debt at the new debt level, or allow the debt to decrease slowly
until a new regulatory framework is in place. In practice this means that
central government should have a temporary deficit target for a period.

In conclusion

A global shift in power has taken place from politicians to financial cap-
ital. After the Second World War the mixed economy developed, and
the Keynesian view that cyclical fluctuations should be dampened by
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steering demand through fiscal policy was predominant. Full employ-
ment had the highest priority in the political system. This has gradu-
ally changed and other ideals have instead become predominant. The
idea of the self-regulating market as the ideal and objective has funda-
mentally changed people’s social, economic and political circumstances.
High inflation and poor general government finances are of course not
the solution to the problem of unemployment, but employment should
again be highlighted and given highest priority.

Almost every area of the national economy has been influenced by
the idea of the self-regulating market. It is high time to come to terms
with ideas that have characterised political economic thought since the
crisis of the 19gos. It is time to create the conditions for reducing sav-
ing in the economy and increasing investment. . According to Ministry
of Finance forecasts Sweden will only achieve a balanced economy in
2018. Unless something else happens, fiscal policy stimulation should
thus continue at least until then. However, it is important not to be
tied down to a specific year. In recent years forecasters have been very
fast to declare that the recession is over and the turnaround is on its
way. This is one of the reasons that the Riksbank has failed for such a
long time to keep inflation around 2 per cent. Moreover there may be
a need to stimulate the economy for a longer period, to really ensure
that the unemployed who find it difficult to get a job gain a foothold
in the labour market. Consequently, the Government should be aware
and prepared to stimulate the economy even for a longer period if the
need still remains. As long as inflation and interest rates are low, and
unemployment can be kept down with demand-side measures, there is
reason for fiscal policy to be expansionary.

With this report to the LO Congress in 2016 we hope to be able to
show a path towards a renewed approach to the national economy that
can beat unemployment. But as always — not everything is wrong. What
should be dismissed, taken further or improved is not given. Things that
work well must be taken into the future.
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Chapters of the report in brief

A SUMMARY Is GIVEN below of all chapters as well as conclusions and pro-
posals in the chapters that deal with specific policy areas.

Chapter 2. The Swedish labour market
The chapter gives a background description of the Swedish labour market
and how it has developed, especially in recent decades. Sweden is now
a society characterised by high unemployment. But this has not always
been the case. There have been long periods of very good growth, great
influx into the labour market and a place for everyone who wants a job.
The burden of unemployment is not borne equally throughout the pop-
ulation. Young people with a low level of education (particularly women)
and foreign-born people are unemployed to a greater extent than others.
Women are affected to a greater extent by part-time unemployment.
Sweden has had a long period of real wage increases. At the end of the
1990s and beginning of the 2000s white collar wages increased more than
blue collar wages. After that they increased at about the same rate for
both groups. However, on the whole income differentials have increased,
largely due to increased capital incomes, but without the work of the trade
unions the income differentials would probably have been even greater.

Chapter 3. Whatis the reason for unemployment?

The fact that about 400 ooo individuals are unemployed indicates that
there are large unused resources in the economy. A large part of unem-
ployment is probably caused by a demand deficit. There has been a tough
and protracted international recession since the financial crisis, and fis-
cal and monetary policy have not been able to offset the effects of the
recession. But it seems as if the problems may have started even earlier.
Monetary policy has missed the inflation target since the 19gos and up
to today. The public sector was to a great extent running a surplus in
the first decade of the 2000s. Households increased their savings sub-
stantially — probably due to weak and uncertain economic development,
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the demographic trend and large private pension savings. In addition,
the private business sector is investing less today than before.

There are signs of tougher competition in the labour market due to
high pressure for structural transformation and polarisation of jobs to
low-wage and high wage sectors. In addition there are signs that matching
has been made more difficult as groups with weaker attachment to the
labour market have become a greater part of the labour force. This leads
us to believe that there are also structural problems in the labour market.

Chapter 4. The conceptual framework of macroeconomic debate

This chapter deals with the successful neo-liberal story of the self-reg-
ulating market. Few ideas have been as predominant and influenced
political economic conditions as much in recent decades - not only in
Sweden but in large parts of the world. Nor do the ideas seem to follow
any party lines. To facilitate understanding of the powers that helped
to create unemployment and increased inequality it is important to ex-
plain the ideological contexts. The path to full employment must start
where we are and in that case a map is needed. For many of us, ideas of
the self-regulating market have gained great significance for interpret-
ing and understanding the world.

Chapters. The task of trade unions

At a time when trade unions and collective agreements are attacked and
represented as out of date by employers, centre-right politicians and
opinion makers there may be reason to devote extra time to considering
fundamental trade union tasks. This chapter describes how a modern
capitalist market economy works and the way in which the trade unions
contribute to, and in part guarantee, the maintenance of an effective na-
tional economy. The many roles and functions of trade unions in a mar-
ket economy are made clear. The intention is also to link the role of the
trade unions to the full employment issues in the context of the economy.

Chapter 6. The foundations of wage formation

This chapter deals with the functions and relationships in wage forma-
tion. Put very simply wage formation concerns the price of labour and
the distribution of the products of labour. LO and its affiliated trade
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unions must constantly work with the foundations of wage formation.
There are many challenges. Value discrimination between female and
male dominated sectors in the labour market must decrease. It is impor-
tant to maintain the understanding that productivity growth must be
shared equally between employees in the Swedish labour market. No-
one owns their own productivity growth. The chapter also deals with
the conditions and institutions of wage formation.

Chapter 7. Modernised wage formation for full employment

To create full employment LO and its afhliates must take joint respon-
sibility for stable wage formation. This chapter discusses some current

issues concerning wage formation, where employers and neo-liberals as

a rule maintain that employment will increase by cutting wages. The

chapter also discusses the problems of distribution standardisation. The

LO Executive Council’s proposed focus as regards a modernised wage

policy of solidarity is discussed. The proposals concern staying true to

the foundations of the wage policy of solidarity, taking preventive meas-
ures to make today’s wage formation more robust in relation to inflation

and to strengthen standardisation of distribution in wage formation.

Chapter 8. What does full employment entail?

Jobs for everyone is the most important objective of the labour move-
ment. Work allows people to make their own living while contributing
to the material welfare of society as a whole. People are generally hap-
py to work, and full employment contributes to increased cohesion and
narrower social divides.

But when does a society have full employment? For LO full employ-
ment means that everyone who is willing and able to work should have
a job that pays a living wage, and the percentage of the employed pop-
ulation should be high, with small differences in unemployment and
employment rates between different groups in society.

Chapter 9. Increase demand for goods and services

To achieve full employment it is important that the overall demand for
goods and services is high. Demand has been too low in Sweden for a
long period. The financial crisis that affected the world from autumn
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2008 onwards is an important reason for this. But there are also signs of
a more long-term demand deficit. To increase demand we propose that

central government implements an expansionary economic programme

in the next few years, and thereafter tries to stabilise demand at a higher

level. The purpose of the programme is to strengthen Sweden’s long-
term economic development and persuade households and private firms

to increase their consumption and investment.

Chapter 10. Stabilisation policy for full demand

The stabilisation policy regime prevalent in Sweden (and many other
countries) today is usually described as norm policy. These ideas emerged

during the 1980s as a reaction to politicians’ difficulties in keeping in-
flation and public finances in check during earlier periods. The chapter
discusses the potential of the current monetary and fiscal policy regimes

to maintain full employment. The monetary policy shortcomings we

see in the present situation are not mainly due to the new regime of in-
flation targets and an independent Riksbank. Instead it is for the most
part to do with how the Swedish Riksbank has interpreted and carried

out its remit. We believe the objectives should be clarified as being: “to

stabilise both inflation round the inflation target and unemployment

round a long-term sustainable level.”

The fiscal policy short comings we see are not mainly due to the
restrictions imposed by the fiscal policy framework. They are also to
do with how governments and finance ministers have interpreted and
carried out their remit. Much could have been different even within
the current regulatory framework. We believe that the Government’s
responsibility for the effects of cyclical changes, in particular unem-
ployment, must be greater and that the possibilities of stabilising the
economy via fiscal policy must be improved.

The recent financial crisis has shown in no uncertain terms that the
stabilisation policy framework must be supplemented by rules for finan-
cial markets. In many respects it was the deregulation of these markets
that helped destabilise the economy, which in turn led to the effects
of the 199os crisis being so far-reaching. To reduce the risk and effects
of a future financial crisis society should take important steps towards
stricter regulation of banks.
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Chapter 11. Gender equality and public welfare — conditions for full
employment

Increased gender equality

The greatest difference in the Swedish labour market in absolute terms
is that between men and women. If the female employment rate was as
high as the male employment rate then the number of people employed
would increase by about 137 00o. In addition, if women were gainfully
employed for as many hours a week as men it would mean an increase in
employment of 9.7 million hours worked per week, equivalent to about
300 0oo more people employed. Overall the difference in employment
between men and women amounts to almost 440 ooo full time equiv-
alents. If the goal of full, high and equal employment is to be achieved
women’s employment must increase substantially.

Important reasons for women working less than men are that there
is no full time norm for large parts of the female-dominated labour mar-
ket and women take a major responsibility for their family, particularly
children, which affects their ability to take gainful employment. Wom-
en in LO groups are particularly vulnerable. To increase employment
among women full time and permanent employment must become the
norm throughout the labour market. Public services, particularly child
and elderly care, must also become more accessible and of higher qual-
ity than at present. Apart from that, parental insurance must be more
equally shared between parents than is the case today.

Strengthened public welfare

Welfare is facing major challenges. There are extensive quality shortfalls
in elderly care, school performance has been falling for a long time and
women’s labour supply is hindered by child care being unavailable in the
evening, at night or at weekends. In addition future needs will grow. An
ageing population means that the need for welfare services will increase.
To meet current and future needs government grants to municipalities
and county councils must increase and thereafter be indexed.

Chapter 12. Apreparatory labour market policy for transition and matching
The role of the Swedish Public Employment Service must be strengthened
The Swedish Public Employment Service must bear the responsibility for
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conducting labour market policy, and the role of the agency for place-
ment measures and matching must be strengthened. This requires more
resources and more regionally adapted operations. We put great faith in
the Swedish Public Employment Service as regards central government
transition policy. But the social partners must have increased influence
on labour market policy to give legitimacy to its expansion.

Better transition capacity and matching

Active and preparatory labour market policy has been being disman-
tled for a long time. Consequently labour market training programmes

must be substantially expanded and put in place earlier. Unemployed

people with an incomplete upper secondary education should be given

the opportunity to complete their studies with activity support, before

unemployment has become long-term.

Effective measures to combat long-term unemployment

We propose a new form of guarantee in three stages running from reg-
istration with the Public Employment Service to ending unemployment
by getting a job. The three stages are: 1) zero tolerance of absence of early
intervention, 2) a 180-day guarantee and 3) a skills development guar-
antee. The guarantee means both that measures will be put in place at
a considerably earlier time and will cover more preparatory measures
than the current job and development guarantee.

There is a great need for more subsidised jobs. Consequently the ceil-
ings for wages that can be subsidised must be raised considerably. This
opens up a larger part of the labour market for these jobs. In addition
subsidised jobs must be under collective agreements and allow qualifi-
cation for unemployment insurance. Samhall should also be given more
resources to allow more recruitment.

Faster introduction of newly arrived immigrants

All newly arrived immigrants must be covered by equivalent support
for introduction to the labour market. The Swedish Public Employment
Service needs more resources for faster preparation of introduction plans
and start-up of labour market and training measures. This means the
waiting period for own accommodation must be shortened. It is also
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necessary to improve and develop teaching of Swedish for immigrants
(SFI) with the aim of everyone reaching the completed course level.

Unemployment insurance worth the name

Unemployment insurance has been undermined over a long period. The
ceiling for unemployment insurance must consequently be raised fur-
ther. After that the ceiling should be indexed and follow the wage trend
in the economy. It must also be easier to qualify for benefit. The work
condition must be changed and adapted for part-time workers and peo-
ple employed by the hour. In addition a student condition should be
introduced that covers everyone who has completed upper secondary
studies, post-secondary studies or SFIL.

Chapter 13. Adult education for lifelong learning

Adult education is gaining increasing importance in the Swedish educa-

tion system. One explanation is that relatively many young people leave

upper secondary school with incomplete qualifications. They need a sec-

ond chance. But adult education also has other important target groups:

— people with an upper secondary preparatory qualification for higher
education who wish to change to an occupation requiring vocational
training

— people with an upper secondary vocational qualification who need
eligibility for higher education

— people with an upper secondary vocational qualification who want or
need continuing professional education or retraining.

Adult education should be extended to give more people the chance
of education regardless of previous background. This requires a more
extensive knowledge boost. Adult vocational education and higher vo-
cational education should be given extended and long-term funding to
combine with upper secondary school to form a unified and permanent
vocational education system. The social partners must have increased
influence over the dimensions of vocational education and training as
well as over content and quality of upper secondary and post-secondary
levels. Moreover student financial support for adults should be made
more generous. To make adult education more flexible and individually
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adapted, the opportunities for validation of all forms of skills needs to
be improved.

Chapter 14. Basic conditions for long-term growth

The jobs of the future require increased competitiveness. A strong and
successful business sector is the basis for jobs and growth in Sweden. If
the competitiveness of the Swedish business sector is to be strengthened
central government and the business sector must cooperate. Increased
investments in infrastructure and housing, as well as innovation and
research, are needed.

Investments in infrastructure

To bring about more infrastructure investments government appropria-
tions to new investment in transport infrastructure should increase to 1

per cent of GDP per year and expenditure on operation and maintenance

should be augmented by about o.1~0.2 per cent of GDP.

More housing

To increase housing construction the role of central government should
be strengthened, measures should be taken to bring about a faster con-
struction process, mobility in the housing market should be improved
and economic stimulus added.

Investment ininnovation and research

To create a research and innovation environment that contributes more
extensively to new jobs and stronger competitiveness it is important to
have effective and well-developed cooperation between politicians, the
social partners and academics as well as public spending on innovation
of new products. To achieve this a sector programme for Swedish key
sectors should be drawn up and public procurement should be used to
promote innovation.

Chapter 15. Education for a strong labour market with gender and social
equality

More resources to the school system

School performance has deteriorated. Differences between pupils of

CHAPTERS OF THE REPORT IN BRIEF | 25



different backgrounds are great. Differences between schools have in-
creased. Fewer pupils leave with qualifications that give them eligibility
for upper secondary school. Central and local government have not con-
tributed sufficient resources to the school system over time. It is particu-
larly important that resources for the school system are sufficient to give
pupils in a weaker position the opportunity to complete their education.

Aliftin status for school staff

Teachers play a central role for pupils’ performance. Good teachers are
perhaps the single most important factor of a successful school system.
But both the drive to become a teacher and teachers’ conditions for do-
ing their jobs seem to have deteriorated over time.

Out of school centres are to supplement the school with activities
before and after the school day. An increasing number of children attend
out of school centres but resources have not kept up. Children’s groups
are growing, staffing ratios falling and the proportion of unqualified staff
isincreasing. At the same time as teachers and out of school centre staff
have an increased burden of work, there has been a decrease in other
occupational groups that used to be in schools - for example admin-
istrators, janitors, school meal staff and cleaners. The status of school
staff must be lifted, for example by employing more people in schools.

Preschool for all children

Pre-school is an important part of the Swedish education system. It is
the first step in a child’s learning, and the educational activities within
the context of pre-school lay the foundation for the individual’s devel-
opment and education throughout life. The quality of pre-school should
be improved by requiring correctly qualified staff, reintroduction of rec-
ommended child group sizes in pre-schools and reviewing the pedagog-
ical care form of activity. Pre-school should be available to all children,
regardless of their parents’ labour market status.
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Since the 19gos Sweden has suffered from high unemployment
and currently has what must be described as mass unemployment.
It is obvious that the economic policy pursued is no longer able
to achieve full employment. Nor is it possible to return to the
policy prevalent before the 1ggos.

Consequently, what Sweden needs is a new economic policy
that combines full employment and fair wages with today’s open
economy. That is the background to the LO Congress resolution
in 2012 to start the project Full employment and a wage policy of
solidarity. The project has resulted in a final report that will be
discussed at the 2016 LO Congress. This is the English summary

of the final report.

September 2015
ISBN 978-91-566-3092-7
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