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DIVERGING SOLIDARITY
Labor Strategies in the New
Knowledge Economy

By CHRISTIAN LYHNE IBSEN and KATHLEEN THELEN*

INTRODUCTION

HE transition from Fordist manufacturing to the so-called knowl-

edge economy, under way since at least the 1980s, confronts unions
across the advanced market economies with a new and more difficult
landscape. Organized labor movements historically have faced the
challenge of reconciling the interests of their diverse constituencies,
but a large literature suggests that the dilemmas unions must confront
have grown particularly acute. The long-term decline of manufactur-
ing; accelerated technological change; and the reconfiguration of po-
litical-economic institutions, mostly in a liberalizing direction, have
heightened inequality everywhere.

The shift in employment out of industry and into services has fu-
eled labor-market dualism, as a shrinking core of skilled blue-collar
workers in relatively stable jobs gives way to a growing number of un-
skilled workers employed under more flexible and sometimes precari-
ous conditions.! Rapid technological change enhances the employment
opportunities and skills premium for highly educated individuals even
as it marginalizes low-skill groups and eliminates many middle-skill
jobs.? Salaried professionals often stand to benefit from new, more
flexible work arrangements that blue-collar groups view as a threat.?

* The authors extend special thanks to Marius Busemeyer, Axel Cronert, Jane Gingrich, Paul
Marx, Georg Picot, and three anonymous reviewers for extensive and insightful commentary on pre-
vious versions of this article. In addition, they benefited tremendously from input by participants in
seminars at the University of Copenhagen and Michigan State University. The authors also wish to
thank the editorial team at World Politics for excellent support throughout the publication process.
Christian Ibsen thanks the Danish Social Science Research Council for research funding.

1 For example, Rueda 2007; Palier and Thelen 2010.

?For example, Autor and Dorn 2013; Brynjolfsson and McAfee 2014; Iversen and Soskice 2015.

* For example, Gingrich and Hiusermann 2015.

World Politics 69, no. 3 (July 2017), 409-47
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410 WORLD POLITICS

Throughout Europe, we see organized labor struggling to forge new
political coalitions across these constituencies and to find new formulas
to maintain social solidarity under these changed and more difficult
conditions.*

This article explores union responses to these trends in Denmark
and Sweden, two countries that still embody a relatively more egalitar-
ian model of capitalism.’ It focuses on union strategies with respect to
wage setting, rights to education and training, and the balance between
collective bargaining and state policy in labor’s efforts to promote soli-
darity. In overall measures of equality, both Denmark and Sweden con-
tinue to do relatively well compared to most other countries. On closer
examination, however, they exhibit two quite different models of social
solidarity that have distinctive features, rest on different social coali-
tions, and exhibit different strengths and vulnerabilities.

Swedish unions hew to a strategy of distributional solidarity empha-
sizing equality of outcomes, especially in wage bargaining. Meanwhile,
Danish unions have transitioned to what Wolfgang Streeck called “sup-
ply-side egalitarianism™ emphasizing equal opportunities for workers
to secure good employment as an alternative to equal wages across
occupations. Sweden’s “demand-side” model preserves the traditional
division of labor between the union movement’s industrial and politi-
cal wings, pursuing wage solidarity in collective bargaining and del-
egating responsibility for other forms of social protection to the state.
In contrast, Danish unions are charting a course based more on self-
help within the industrial relations arena, relying more heavily on the
state to take care of those who fall outside the ambit of collective bar-
gaining,.

This article examines the origins of these different strategic paths,
explores the distinctive distributional outcomes the strategies have
produced, and draws out the broad lessons they hold for the choices
currently confronting labor movements throughout the advanced in-
dustrial world. We trace the origins of Sweden and Denmark’s alterna-
tive strategies to the breakdown of centralized bargaining in the 1980s
and 1990s, which revealed longstanding differences in union organi-
zation that had been masked by surface similarities between the peak
union confederations in the two countries.” In Denmark, where skilled

*Iversen and Soskice 2015; Kenworthy and Pontusson 2005; Thelen 2014.

5 Andersen, Dalvik, and Tbsen 2014; Martin and Thelen 2007; Pontusson 2011; Thelen 2014.

6 Streeck 1999, 7; see also Baccaro and Locke 1998.

7See also Dobbins and Busemeyer 2015, who explore the consequences of these organizational
features for the structure of initial vocational training, whether school-based (as in Sweden) or firm-
based (as in Denmark). Our analysis focuses on a different outcome—union strategies for social
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workers historically organized into craft unions separate from unskilled
workers, the decentralization of bargaining meant that the unskilled
(general) unions were absorbed and dominated—that is, effectively
broken up and subsumed into bargaining arrangements in which they
became the minority. This development paved the way for a return to
the kind of voluntarist strategy the country’s craft unions have always
embraced, emphasizing self-reliance and prioritizing wage liberaliza-
tion with opportunities for individual skill development over wage lev-
eling.

In Sweden, unions historically organized along lines of class and in-
dustry (combining skilled and unskilled workers in the same organi-
zations), which meant that low-skill workers could not be dominated
the way they were in Denmark. Even after the breakdown of central-
ized bargaining, low-skill constituencies have continued to exert pres-
sure for wage solidarity, both within sectoral organizations and through
their continued influence in the Swedish Trade Union Confederation
for blue-collar workers (LO-SE). The result has been stronger wage sol-
idarity within industrial relations, but also much more limited forays
into the realm of collectively bargained training and social policy, for
which the LO continues to look to the state.®

These different strategies reflect and reinforce very different coali-
tional alignments within the labor movement—alignments that have
important implications for distributive politics in the contemporary pe-
riod. As early as 1985, Gosta Esping-Andersen suggested that with the
rise of the service economy, the future of egalitarian capitalism rested on
the capacity of organized labor’s shrinking blue-collar groups to main-
tain ties to their traditional base while forging alliances with growing
constituencies, in particular, salaried employees.” In Denmark, the re-
orientation of organized labor’s goals and strategies under the banner
of opportunity and skill-based remuneration has indeed brought union
interests in line with those of salaried groups. But the result has been
an increasingly middle-class-oriented Danish Confederation of Trade
Unions (LO-DK) that has left low-skill workers marginalized.

In Sweden, class-based industrial unionism has sustained the links
between low- and high-skill workers within sectors, but it has exacer-
bated the divide that separates these workers from the salaried constit-
uencies that are charting a course that’s increasingly independent of,

solidarity—and we note that the training element in our case focuses on continuing education and
training (as opposed to Dobbins and Busemeyer's analysis of initia/ vocational education and training).
8 See also Nijhuis 2009, 302.
°Esping-Andersen 1985, chap. 9.
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and in some ways at odds with, blue-collar groups. In sum, while the
LO-DK has effectively absorbed salaried organizations, though largely at
the expense of low-skill workers, the LO-SE has remained committed to
strategies centered on bridging the gap between skilled and unskilled
workers, but at the expense of unity with white-collar unions.

Differences in the strategic orientation and goals of the two union
movements have produced distinctive distributional outcomes. Swe-
den’s demand-side approach to solidarity has proved much better at
keeping wage inequality in check, placing a stronger floor under the
wages of low-skill workers in particular. Although this has helped to
deliver lower levels of pretax and transfer inequality, the LO-SE’s focus
on wages seems also to have interfered with negotiating gains in other
areas, such as training rights, for which Swedish workers continue to
rely mostly on the state. Denmark’s alternative strategy of self-reliance
and supply-side solidarity, by contrast, has facilitated broad trade-ofts
within industrial relations and a series of gains that are thus overall less
dependent on politicians. But even though this orientation has pro-
duced more generous benefits in a number of areas, it has also promoted
more intense dualism, leaving those outside the ambit of collective bar-
gaining to rely on the market or less-generous state policies.

We begin this article by documenting the diverging trajectories of
solidarity in Denmark and Sweden, explaining how the breakdown of
peak confederation-level bargaining in the 1980s (Denmark) and 1990s
(Sweden) has driven differences in union bargaining strategies. We
then explore the consequences of these different trajectories for union
membership, coalitions, and the politics of redistribution broadly con-
ceived. We close by exploring the distinctive strengths and weaknesses
of the Danish supply-side and the Swedish demand-side models of so-
cial solidarity, and the general lessons these models hold for redistribu-
tive politics in the contemporary period.

ExpPLAINING DIVERGING SOLIDARITIES

We're accustomed to considering Denmark and Sweden in terms of
their many similarities. Both fall squarely within Peter Hall and Da-
vid Soskice’s model of a coordinated market economy, and both are
prime examples of Esping-Andersen’s social democratic welfare re-
gime.”” Moreover, despite pressures for liberalization, both countries
have managed to sustain relatively high levels of equality, largely owing

9 Esping-Andersen 1990; Hall and Soskice 2001. For a dissenting view, see Campbell and Peder-
sen 2007 on Denmark.
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to an encompassing trade union movement and a large, universalistic
welfare state."! Both countries have traditionally featured strong coor-
dination between labor’s industrial and political wings, and in the 1960s
and 1970s, both were pursuing solidaristic wage policies that signifi-
cantly narrowed wage differentials in the context of strong (state-based)
social protections. Still today, by most measures Denmark and Sweden
typically fall on the low-inequality end of the spectrum compared to
other rich democracies.?

Closer examination, however, reveals important differences in the
trajectories of change in the two countries. The single most striking dif-
ference is an explicit turning away from any commitment to wage soli-
darity on the part of Danish—but not Swedish—unions. At its most
recent congress, the LO-SE reiterated its commitment to the principle
of wage solidarity, using terms strongly reminiscent of the language and

logic of the Rehn-Meidner model of the 1960s:

The wage policy of solidarity helps structural transformation of the economy by
squeezing out low productivity, low-wage jobs and making room for firms with
good prospects of development. *

By contrast, one searches in vain for a similar commitment on the part
of Danish unions. In fact, wage solidarity doesn’t figure once in the res-
olution from the most recent (2015) congress of the LO-DK.'

If not wage solidarity, to what end are Danish unions putting their
formidable powers? The theme that looms largest in the LO-DK’s strat-
egy is education.

We need to focus all our efforts on education for our colleagues. Unskilled
workers should become skilled. Skilled workers should rise to the next step with
even more education. And we need to ensure that high-quality education and
continuous education exist at all levels."

Thus, rather than press for wage equality, Danish unions have aggres-
sively used collective bargaining as an arena for pursuing expansive
rights to education and training.' In a series of collective agreements
that have no counterpart in Sweden, Danish unions have concluded

" For example, Bradley et al. 2003.

2 For example, http://www.compareyourcountry.org/inequality?cr=oecd&lg=en.

B 10/Sweden 20164, 6.

¥10/Denmark 2015.

1510/Denmark 2015, 18. Indeed, wages are only mentioned in relation to closing the wage gap
between men and women, and the strategy for closing the gender pay gap also focuses on education by
combating gender-segregated educational choices.

16 Due and Madsen 2003; Mailand 2008; Trampusch 2007.



414 WORLD POLITICS

a number of contracts that guarantee workers’ rights to paid educa-
tion and training during employment. Such agreements are financed
through collectively bargained funds that are based on contributions by
workers and employers and administered jointly by the two.

What accounts for these diverging patterns? One of the most prom-
inent perspectives in the literature, power resource theory, draws at-
tention to cross-national differences in the strength of organized labor
movements.'” In the cases at hand, however, it scems that the diverging
strategies of the two countries’ unions are not a straightforward func-
tion of differences in the conventional measures of power resources. In
2015, Sweden’s union density was 69.5 percent and Denmark’s was 67.7
percent. '#

Nor can bargaining structures explain the differences. In the past,
wage solidarity was highly correlated to the degree of bargaining central-
ization, and we might assume that the more centralized system would
continue to prioritize wage compression.'”” But in Denmark and Swe-
den, the reverse is true. After the breakdown of peak-level bargaining,
Denmark reequilibrated at a higher level of coordination than Swe-
den.?® Denmark’s peak trade union confederation LO is the undisputed
dominant force on the industrial relations landscape, having extended
its reach beyond its traditional blue-collar core to organize white-col-
lar jobs that are increasing in numbers. The LO-DK works closely with
its salaried counterparts, the FTF and the Ac (confederations of sala-
ried employees and professionals), and is currently negotiating a merger
with the FTF, the larger of the two.? The union landscape in Sweden
is far more fragmented. The LO-SE is still confined to blue-collar jobs,
and its dominance has waned as separate white-collar confederations—
the TcO and the saco—have grown in membership and influence. Yet it
1s in the more fractured Swedish context, rather than the more unified
Danish context, that the goal of wage solidarity lives on.

Industrial structure might offer a third possible explanation. Histori-
cally, the two countries exhibited quite distinctive profiles: the Swedish
economy was dominated by a small number of very large corporations,
while Denmark featured small enterprises.? The impact of this differ-
ence on the outcomes of interest here, however, is ambiguous. On the

7 Bradley et al. 2003; Korpi 2006.

% Kjellberg and Ibsen 2016, 285, 292.

¥ Wallerstein 1999; Bradley et al. 2003.

2 Tbsen 2016.

2 ro/Denmark 2015. Moreover, state mediation powers are far stronger in Denmark than in Swe-
den, further shoring up coordination. Ibsen 2016.

2 For example, Esping-Andersen 1985, chap. 3.
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one hand, the greater industrial fragmentation in Denmark could ren-
der working-class solidarity more difficult. On the other hand, we know
that large companies often complicate working-class unity by encour-
aging “scgmentalist” tendencies.” But more important, it turns out that
the differences between the Swedish and Danish cases on this dimen-
sion have narrowed considerably.

In fact, by 2013 Sweden employed more people in small companies
(those with one to nine employees) than Denmark did—at 26 per-
cent versus 22 percent, respectively.** When we focus specifically on the
manufacturing sector, we find that large Swedish companies (more than
250 employees) account for a larger share of the total employment, but
the difference between the two countries is much smaller than typically
assumed—60 percent in Sweden versus 53 percent in Denmark for
all employment in manufacturing—and it’s been shrinking over time.
Thus, the trajectory of change on this dimension is the opposite of that
of the outcomes we seek to explain, that is, while Denmark and Sweden
have been converging in terms of industrial structure, the two countries
have been diverging in terms of union strategies for social solidarity.

A fourth and final explanation might point to partisan politics. One
of the longstanding differences between these two countries is the rela-
tive strength of the social democratic party.®® Until the 2000s, Swedish
unions could count on the almost uninterrupted support of a friendly
social democratic government. In contrast, the Danish social demo-
cratic party was in power less often, and when it was in power it typ-
ically governed in a coalition with other, less labor-friendly parties.
Patrick Emmenegger’s explanation of why Denmark and not Sweden
turned to flexicurity holds that it was precisely the weakness of the
Danish labor movement that pushed the Danes toward “second-best”
strategies, which paradoxically proved highly successful.?® In a similar
fashion, one could argue that lacking the same solid support of a near-
hegemonic social democratic party, Danish unions have been forced
into more voluntarist strategies based on self-help through collective
bargaining. This explanation may seem plausible, but it turns out that
the Danish unions’ strategic reorientation actually marks a refurn to a
preferred strategy that had been temporarily suppressed in the period
of centralized bargaining.?’

% For example, Thelen and Busemeyer 2011.

24 OECD 2017.

% Manow 2009, among others.

% Emmenegger 2010.

% See Galenson 1955 for an early analysis that recognized this point.



416 WORLD POLITICS

THE ORIGINS OF DIVERGENCE

Throughout the 1960s and 1970s, both LO-DK and LO-SE were commit-
ted to strategies that emphasized wage solidarity in collective bargaining
and strong social protection through state policy. But the many surface
similarities masked important differences in underlying structures and
associated goals. Craft unions of the sort that traditionally character-
ized the Danish labor movement had pursued their interests primar-
ily through collective action in the market. Members of these unions,
skilled workers with considerable labor-market power, embraced vol-
untarist strategies that neither relied on nor sought out the support of
the state.”® In contrast, industrial unions (including those in Sweden)
whose membership is made up of both skilled and unskilled workers
with less market power, embraced political unionism. Specifically, they
“relied on favorable state intervention secured through political allies”
both to protect their ability to organize and for complementary so-
cial policies. In short, whereas “craft unions tended toward liberal poli-
tics ... attached to free collective bargaining as the only mode of trade
union activity,” industrial unions depended more on the “assistance of
progressive political movements.”

These differences are not historical oddities or artifacts that industri-
alization swept away. The LO-DK accounts for 47 percent of all organized
Danish workers, compared to the LO-SE, whose constituent unions or-
ganize 43 percent.’® More important, as Figure 1 shows, skilled occu-
pational/craft unions continue to dominate the LO-DK, with unskilled
workers organized separately into sprawling conglomerates. Further-
more, as we will show, the conglomerates of unskilled workers have
been subsumed into bargaining arrangements that put them in the mi-
nority. In contrast, the LO-SE is overwhelmingly composed of unions
organized along industrial lines, with skilled occupational/craft unions
representing a minuscule slice.

These historically evolved differences have powerfully rebounded
with the breakdown of centralized bargaining and the advent of a more
service-based economy. Esping-Andersen argued that the capacity of
industrial unions to bridge divisions based on education made Sweden
better able than Denmark (with its craft unions) to promote a broad
wage-earner coalition in the transition to services.”’ But as we will
show, it turns out that skill-based unionism has much more in com-

% Streeck 2005, 267-8; Nijhuis 2009, 302.

2 Streeck 2005, 268.

¥ Kjellberg and Ibsen 2016, 285, 292.
1 Esping-Andersen 1985, 28.
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LO Denmark LO Sweden

B Occupational/ Conglomerate [ Industrial [l Conglomerate
craft (white collar) (blue collar)

FIGURE 1
UnioN TypEs wiTHIN LO CONFEDERATIONS, 2015

Sources: Lo/DENMARK 2016; LO/Sweden 2016b

mon with white-collar occupational unions. Both focus on education
and training as roads to good jobs, and both accept and indeed embrace
wage differentials that follow skills.*> Thus, when centralized bargain-
ing broke down in Denmark, resurgent craft unions rallied behind
Dansk Metal, the skilled metalworkers union. Together with salaried
employees, they pressed for a return to the core goals and strategies of
the craft unions that had previously dominated the labor movement.
Conversely, in Sweden the sharp split between blue-collar industrial
unions and white-collar unions made a similar coalitional realignment
impossible. The result has been quite different goals and strategies with
respect to both wages and training.

WAGES

One central difference between Denmark and Sweden concerns wage
flexibility. In Denmark, the wage system for Dansk Metal was in fact
always highly flexible, allowing individual wage setting for “able work-
ers” since 1902. Even during the heyday of wage solidarity, wage ne-
gotiations for members of this union continued to differ from those
of unskilled workers. Whereas the latter bargained under a system of
centralized pay rates with increases set centrally (the so-called normal
wage system, normallon), skilled workers applied an alternative, mini-

*2See Due et al. 1994; Nijhuis 2009, 302.
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mum wage system (mindstebetaling) in which the centrally determined
rate was topped up through locally negotiated increases and piece-rate
agreements.

After the breakdown of peak-confederation-level bargaining in 1981,
the normal wage system was gradually displaced by the minimum wage
system long preferred—and practiced—by Denmark’s skilled unions.*®
The first formal shift in wage structures came in 1991, when a large
share of unskilled manufacturing workers that had previously been un-
der the normallen was transferred for the first time to mindstebetaling.
The institutional foundation for this change had been laid earlier that
year, when Dansk Metal mobilized other skilled unions to orchestrate
the transformation of their own sectoral cartel, the Central Organiza-
tion of Metalworking Employees in Denmark (Co-metal), into a more
encompassing cartel, the Central Organization of Industrial Employ-
ces in Denmark (co-industri). This move put Dansk Metal in charge
of the new managing council and at the same time relegated unskilled
unions to a permanent minority status.** Membership in the new bar-
gaining cartel required handing over bargaining rights and control over
agreements to CO-industri, which proceeded to cement the principle of
decentralized wage systems. Over the next few years, the entire wage
formation system changed along the lines preferred by the country’s
skilled unions.

Table 1 compares the wage systems currently in place in Denmark
and Sweden (2014 is the latest available year for both countries, but
those agreements remain in place). It shows that in Denmark today,
tully 81 percent of private sector employees are covered by a system in
which wages are negotiated at the company level, with 21 percent under
so-called figureless agreements in which contracts don’t specify any par-
ticular wage increase, and 60 percent under the minimum wage system
described above.* The remaining 19 percent of private sector workers
continue to be covered by the normal wage system, in which industry-
level agreements set the actual paid wage.

Developments in Sweden followed a different path. As in Denmark,
metalworking unions and employers led the charge against centralized

¥ Due et al. 1993, 344; Iversen 1996; Scheuer 1998.

*#Ibsen and Stamhus 1993, 57; Due, Madsen, and Jensen 1993, 427. Alongside Dansk Metal,
Teknisk Landsforbund (technicians), Dansk El-forbund (electricians), and HK (white-collar workers)
dominate the managing council; the unskilled workers union, 3F, holds just thirteen out of forty-six
seats on the council. The unions representing low skill workers—siD and KAD before they merged to
become 3F—had attempted to create and lead a manufacturing cartel within Lo, but this attempt failed
at the Lo Congress in 1991.

*The minimum wage system merely sets a floor on wages that, in practice, applies only to a small
number of entry-level unskilled workers.



TabLE 1
PERCENTAGE OF EMPLOYEES COVERED BY DIFFERENT AGREEMENTS IN SWEDEN AND IDENMARK:
PRIVATE SECTOR, SELECTED YEARS 1989-2014*

1989 1993 2001 2004 2010 2014
Sw
White- Blue-
SW DK Collar Collar DK SW DK SW DK Sw DK SW DK
1. Figureless agreement n/a 4 12 4 7 20 18 22 8 21 8 21
2.Local wage formation with nominal n/a 62 80 65 62 63 60

minimum wage; no wage pool or fallback of
individual guarantees

3. Local wage formation with a fallback speci- n/a 5 4 25 13
fying the size of a company-level wage pool
4. Local wage formation with a fallback speci- n/a 8 14 1 6

fying the size of a company-level wage pool,
plus some form of individual guarantee

5. Centrally negotiated wage pool for local n/a 63 40 7 30 7 16
bargaining without an individual guarantee
6. Centrally negotiated wage pool with indi- n/a 45 17 43 21

vidual guarantee or fallback regulating the

individual guarantee

7. General wage increase with a wage pool for  n/a 23 31 18 10 10 22
local bargaining
8. General wage increase n/a 34 2 29 16 10 15 7 16 6 16 13 19

Sources: Sweden: Svenskt Niringsliv 2006, 44 (for 1993); Medlingsinstitutet 2002; Medlingsinstitutet 2005; Medlingsinstitutet 2011; and Medlingsinstitutet 2015.
Denmark: Dansk Arbejdsgiverforening 2000; Dansk Arbejdsgiverforening 2014.

* The eight agreement models differ in degree of centralization: model 1, figureless agreement, represents the most decentralized, and model 8, general wage
increase, represents the most centralized. We adopt the seven agreement models used by Medlingsinstitutet 2015 in Sweden. However, we add model 2, local wage
formation with nominal minimum wage and no wage pool or fallback of individual guarantees, which is a particularly Danish agreement model.
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bargaining, but unlike in Denmark, Sweden’s blue-collar unions, both
within and outside industry, span a broad membership that includes
all skill levels.’® In Sweden, therefore, low-skill constituents have con-
tinued to shape bargaining strategies and outcomes within sectors and
across them. As a result, the extent of decentralization and wage flex-
ibility based on merit or skill is still much more restricted. In 1998, for
example, a number of blue-collar agreements allowed for local bargain-
ing, but only within the parameters of wage pools established in the
central agreement. Moreover, and again by contrast to Denmark, this
agreement also stipulated how much the wages of individual workers
should increase in case of disagreement between company-level parties.
Table 1 shows that in Sweden, most private sector employees (78 per-
cent) are under agreements that set limits on the extent of wage flexibil-
ity either through wage pools or individual guarantees or both; another
13 percent are under fully centralized contracts.’” Although nearly a
quarter (21 percent) of all private sector employees in Denmark work
under figureless agreements, such arrangements are rare in Sweden (8
percent) and limited to salaried professionals.

Beyond placing limits on wage flexibility wizhin individual indus-
trial agreements, the strength of unskilled unions within the LO-SE has
allowed an attenuated form of wage leveling to continue across differ-
ent sectors, along the lines of the previous solidaristic wage bargaining.
Thus, the LO-SE still lobbies, with some success, for wage compensation
for low-skill occupations. Specifically, by using a “second norm” (known
colloquially as the rdknasnurra), low-skill unions convert the wage norm
agreed upon in manufacturing (a percentage increase) into a nominal
increase, which constitutes a higher percentage increase for low-wage
workers. Special efforts are made for female low-wage sectors, particu-
larly by the Swedish Municipal Workers’ Union (Kommunal), and also
by the Union of Commercial Employees (Handelsanstilldas forbund)
and the Hotel and Restaurant Workers’ Union (Hotell- och Restau-
rang Facket).

Although the export industries are meant to set the pattern for all
other sectors, the pattern has been broken in several bargaining rounds
by using the second norm.*® In 2010, for example, retail workers got a

% See Ahlén 1989 or Swenson and Pontusson 2000 for full accounts of the breakdown of central-
ized bargaining.

¥Thus, 13 percent of workers have local wage formation with a fallback specifying the size of a
company-level wage pool; 6 percent have local wage formation with a fallback specifying the size of a
company-level wage pool, plus some form of individual guarantee; 16 percent have a centrally negotiated
wage pool for local bargaining without an individual guarantee; 21 percent have a centrally negotiated
wage pool with individual guarantee or fallback regulating the individual guarantee; and 22 percent have

a general wage increase with a wage pool for local bargaining. See Medlingsinstitutet 2015, 127.
% Tbsen 2016, 304-305.
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2.35 percent yearly wage increase, whereas the Swedish metalwork-
ers union, IF Metall, won only a 1.75 percent gain.** More recently, in
2016, the Swedish Municipal Workers’ Union negotiated a 4.3 percent
increase for nursing assistants, significantly above the metalworkers’
2.2 percent increase.* The continued commitment to wage solidar-
ity is thus no idle rhetoric. In fact, it has been an ongoing source of
tension within the otherwise stable industry agreement (Industriavtal),
causing the Metal Employers Association (Verstadsindustrier) to twice
abandon the agreement to protest such coordination.* As noted above,
these elements of wage solidarity have no counterpart in Denmark.

EpucaTioN AND TRAINING

Even as wages have been progressively removed from the realm of peak-
level coordination, Danish unions have increasingly used collective bar-
gaining as an important arena for pursuing social policy goals.* Equal
access to education and training throughout work life has attained top
priority in collective bargaining since wage decentralization. In the
past, when Denmark’s unskilled unions pressed for szate-sponsored con-
tinuing vocational education and training (CVET), they were opposed by
skilled unions that feared this support threatened job demarcations. But
after wage decentralization, skilled and white-collar unions took up the
cause of CVET for their members within collective bargaining.* In 1985,
Dansk Metal gained its first collectively bargained education fund for
the metalworking industry.* By 1991, metalworkers had won the right
to one week of paid education and training, and in 1993, this right
was extended to two weeks. A subsequent 1995 agreement guaranteed
workers their normal pay during education and training.*

Sectors dominated by unskilled workers were not included in the
carly agreements in this area. This changed in the early 2000s, when
centralized bargaining underwent a deep crisis in Denmark. A rank-

% According to the Swedish National Mediation Office, other labor cost—reducing provisions off-
set the higher wage increases in retail, aligning it with the manufacturing norm, but the wage increases
nevertheless set a “second mark” for other low-skill workers. Medlingsinstitutet 2011, 141.

# Gustafsson 2016; Holm 2016.

“ For example, Kullander and Eklund 2010.

“ Due and Madsen 2003; Mailand 2008; Trampusch 2007.

#1t is noteworthy that the demand for collectively bargained training funds originated with skilled
unions in Denmark. One might assume that this would have been a goal prioritized by low-skill
unions whose members are more at risk of unemployment, particularly in the context of Denmark’s
weak employment protections. In fact, white-collar unions in Denmark (as in Sweden) have been
a driving force, even though their members enjoy somewhat stronger employment protections. See
Jensen 2011.

“There was no guaranteed right to paid education and training connected to the fund, but trade
unions saw it as a way to ensure that companies would invest in skill development.

* Navrbjerg, Nordestgaard, and Due 2001, 63.
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and-file revolt against the LO-DK, spearheaded by unskilled unions feel-
ing abandoned by the peak association, resulted in a major strike in 1998
that shut down the Danish economy for two weeks. The strike was a
wake-up call for Dansk Metal, which needed to show that its leader-
ship in coordinated bargaining would also benefit low-skill workers.
The union’s president thus sought to sweeten the deal for such workers
by broadening the scope of bargaining at the industry level to include
nonwage issues.*

Beginning in 1999, education and training therefore began to fig-
ure prominently in the LO-DK’s new national strategy. Collectively bar-
gained agreements on CVET, which now also covered unskilled workers,
offered governments a way to fund training by supplementing exist-
ing public funding of such education.” In 2006~7, a sweeping tripar-
tite agreement was reached: the government promised extra funding
for cvET if the social partners could come to an encompassing solution.
Negotiations settled on an extension of the skill-development fund that
had been negotiated previously for the industry sector, and the agree-
ment now gave each worker the right to two weeks of paid training
and education, plus the right to personally choose the training to be
received. Allowing workers to opt for non-firm-specific courses was
seen as a great improvement, given the lax hiring-and-firing rules in
the Danish flexicurity model.*® Although the metalworking sector led
the way in negotiating these provisions, the terms of the deal were ex-
tended to all occupational groups thanks to cross-sectoral coordination
in Danish bargaining.*

Collective agreements in Sweden, by contrast, are notoriously weak
on training.*® Most of the agreements that do exist in this area build
on a framework agreement that dates back to the 1980s and simply
serves as a guide on how to implement the 1976 Co-Determination
at Work Act (Medbestimmandelagen).”* Under the terms of that agree-
ment, firms are meant to inform workers about the training needed
to keep up with technological and market changes and to encourage
them to participate. But the agreements don’t contain any substantive

*Tbsen 2016, 304.

“7vo/Denmark 1999. Unskilled workers’ unions were especially afraid that their members would
lose out if public funding for labor market vocational training centers suffered from collectively bar-
gained rights to CVET, cf. Mailand 2008, 47-51.

* Ibsen and Mailand 2011.

4 Mailand 2008.

0 See Appendix Table A1 for a detailed comparison of industry-level agreements on education and
training in Sweden and Denmark.

51'The terms are laid out in the so-called Development Agreement (Utvecklingsavtal 1982/1985)
between LO-SE, PTK, and SAF (the peak-level employer confederation).
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rights to paid education and training, so firms are under no obligation
to provide or fund it. Laid-off workers in Sweden are covered by the
restructuring agreement (Omstillningsavtal) from 2004, which set up
a fund for job-search coaching that supports workers who are made re-
dundant.”?> However, unlike in Denmark, where laid-off workers have
guaranteed training rights, in Sweden such workers are eligible for paid
training courses only under exceptional conditions.

Although separate industry-level agreements on training have been
reached in a few sectors in Sweden, these agreements are mainly pro-
cedural; they lack the substantive rights guaranteed in Danish collec-
tive agreements.”® Moreover, even the weaker procedural provisions of
Swedish contracts don’t cover all sectors. Workers in construction, met-
alworking, transportation, and other industries have concluded such
agreements, but sectors employing large numbers of low-skill workers
(for example, personal care services) don’t enjoy even these limited pro-
cedural rights.** In Sweden, national-level negotiations on paid educa-
tion and training between the LO-SE and the Confederation of Swedish
Enterprise (sN), the peak-level employers’ organization, have repeat-
edly foundered on internal union controversy and employers’ insistence
on making the relaxation of employment protection part of the deal.”

Even though Sweden’s blue-collar unions so far have not prioritized
collectively bargained training, the same cant be said for Sweden’s
white-collar confederations, which have been actively pursuing collec-
tive bargaining deals on training. Faced with the blue-collar unions’
unwillingness to give up wage solidarity and job protection, employ-
ers turned their attention to salaried employees. Some TCO and SACO
unions have already agreed to more flexible wage systems that bypass
skilled workers within the LO-SE industrial unions. By 1993-94, 75 per-
cent of the salaried workers covered by contracts negotiated with SN af-
filiates had transferred to agreements without centrally agreed upon
individual wage guarantees, though only 12 percent were on “figure-
less agreements.”® The private sector cartel for salaried workers (PTK)

52 Bickstrém 2005, 36, 30-31.

$310/Sweden 2005; LO/Sweden 2012.

5*See Appendix Table A1, which shows that Swedish agreements are procedural in nature and not
uniform across industries. Danish agreements are both procedural and substantive, and they are also
uniform across industries.

55The Swedish LO unions actually disagree on the matter, both across unions and within them. For
example, IF Metall’s leaders have expressed willingness to relax the employment protection law (LAS) if
compensated by employer-financed education for its members, but the union’s rank and file protested
against any measure that would weaken LAS; see Jacobsson 2015.

5¢ Conversely, no blue-collar agreement under the SN-auspice is figureless, cf. Svenskt Niringsliv

2006; Svenskt Niringsliv 2011.
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also recently sidestepped the LO-SE to open negotiations with SN about
“competence funds” in return for reforms of employment protection
legislation.””

In sum, by the mid-2000s, the Danish labor movement had com-
pleted a transition away from the centralized model of wage solidarity
characteristic of the 1960s and back to a regime that countenances, and
in fact actively encourages, skill-based wage differentials in exchange
for expanded rights to education and training. Meanwhile, Sweden
stuck with previous strategies based on continued wage solidarity be-
tween skilled and unskilled blue-collar groups, a strategy that appears
to be exacerbating the divide between blue- and white-collar constitu-
encies, especially on issues of education and training.

Tue IMPACT OF DIVERGENCE

The different strategic priorities of the Swedish and Danish labor move-
ments are reflected in bargaining outcomes related to both wages and
training in the two countries. We begin with wages. Figures 2 through
6 document the development of wage differentials measured in sev-
eral ways. Figure 2 tracks the wage ratio between skilled manufactur-
ing and unskilled services between 1990 and 2007 (precrisis), revealing
stronger dispersion in Denmark than in Sweden. Figures 3 and 4 record
differentials between manufacturing and low-tech services in 2009-15
(postcrisis), for blue- and white-collar workers, respectively. Figure 5
compares the median wage ratio between workers with upper-second-
ary and postsecondary (nontertiary) education and unskilled workers
in the two countries (2006, 2010, and 2014). Figure 6 shows the share
of low-wage earners as a proportion of all employees in 2006, 2010,
and 2014. It’s clear from all measures that wage inequality for low-
skill blue-collar workers and in low-skill sectors is more pronounced in
Denmark than in Sweden.

57 Negotiations broke down over the preferences of the highest skilled unions (academics) for local
negotiations on skill development rather than collective funding, i.e., the solidaristic element of paid
training (see, for example, http://www.ingenjoren.se/2015/12/las-kan-offras-mot-lofte-om-utbild
ning/). And although government legislation may resolve the issue, the tradition in Swedish educa-
tional policy has been not to induce the social partners to engage in the funding of education. A com-
mittee appointed by the current social democratic government proposed a new “system for life-long
learning” that could include a universal “competence insurance” fund based on collective agreements,
as well as changes to the employment protection legislation (see, for example, http://www.regeringen
.se/sveriges-regering/statsradsberedningen/uppdrag-framtid/arbetet-i-framtiden/). But no such agree-
ment has emerged as of this writing. We thank Axel Cronert for bringing this to our attention.
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FIGURE 2
AVERAGE WAGE RATIO BETWEEN WORKERS IN HIGH-TECH MANUFACTURING
AND Low-TEcH SERVICE (RETAIL, HOTELS, AND RESTAURANTS) 1990-2007

Sources: EU KLEMS 20092; EU KLEMS 2009b.
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FIGURE 3
AVERAGE WAGE RATIO BETWEEN MANUFACTURING AND LOwW-TECH SERVICE
(CoMMERCE,* HOTELS, AND RESTAURANTS) 2009-2015: BLUE-COLLAR WORKERS

Sources: Statistics Sweden 2017a; Statistics Denmark 2017.
?Includes data on retail and wholesale trade; data on retail only not available for this period.
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FIGURE 4
AVERAGE WAGE RATIO BETWEEN MANUFACTURING AND LOow-TECH SERVICE
(CoMMERCE,* HOTELS, AND RESTAURANTS) 2009-2015: WHITE-COLLAR WORKERS

Sources: Statistics Sweden 2017b; Statistics Denmark 2017.
2 Includes data on both retail and wholesale trade; data on retail only not available for this period.
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FIGURE 5
MEDIAN WAGE RATIO BETWEEN EMPLOYEES WITH UPPER-SECONDARY
AND POSTSECONDARY, NONTERTIARY EDUCATION VERSUS EMPLOYEES WITH
LEss-THAN-PRIMARY, PRIMARY, AND LOWER-SECONDARY EDUCATION,
2006, 2010, AND 2014

Source: Eurostat 2017a.
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FIGURE 6
Low-WAGE EARNERS AS A PROPORTION OF ALL EMPLOYEES
(EXCLUDING APPRENTICES) 2006, 2010, AND 20142

Source: Eurostat 2017b.
aLow—wage carners are defined as those employees (excluding apprentices) earning two-thirds or less of the na-
tional median gross houtly earnings in that particular country.

A reverse pattern can be seen in the area of training, where Denmark
has overtaken Sweden in generosity of benefits. Although public ex-
penditure on CVET in the two countries is similar,’® supplemental (col-
lectively bargained) training rights have resulted in higher participation
rates for Danish workers. Figure 7 shows participation in education and
training for employees since 2000, the first year for which comparable
data are available. Danish employees record higher levels of participa-
tion than their Swedish counterparts, with participation increasing in
the early 2000s and steady since then, despite the center-right domi-
nance in the Danish government and the relative weakness (compared
to Sweden) of the social democratic party.” Swedish participation rates
are lower, though they are trending upward and showing signs of con-
vergence under the current social democratic government.

Figure 8, which shows participation in training across skill levels, tells
a similar story. Panel (a) indicates participation rates for persons with less-
than-primary and lower-secondary education; panel (b) shows the rates
for persons with upper-secondary and postsecondary nontertiary educa-

58 According to Eurostat, in 2010, Denmark and Sweden spent 1.8 percent and 1.7 percent, respec-
tively, of total labor costs on cVET (Eurostat 2017c).

5? Center-right governments (Fogh government and Rasmussen government) were in power in
Denmark for most of this period, except for part 0of 2001 (end of the Nyrup government) and 2011-15

(Thorning government).
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PARTICIPATION RATE IN EDUCATION AND TRAINING (LAST FOUR WEEKS) FOR
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Source: Eurostat 2016.
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tion. In both cases, Danish workers have higher participation rates than
their Swedish counterparts, albeit again with signs of convergence.

UNION STRATEGIES AND THE PoLITICS OF DISTRIBUTION

Judging from overall impact and in comparative perspective, both the
Danish and the Swedish approaches to social solidarity seem to have
real and positive consequences for wages and worker employability in
the two countries. However, the differences between the two variet-
ies of solidarity are unmistakable. This section discusses the impact
of these different trajectories of change for alliances within the labor
movement. It also addresses the broader lessons the two models of sol-
idarity hold concerning the role of unions in sustaining high levels of
equality in a period of labor market liberalization and welfare state re-
trenchment across the world’s rich democracies.

WAGE-EARNER COALITIONS AND THE POLITICS OF
SOCIAL SOLIDARITY

Our comparison of Denmark and Sweden highlights some of the gen-
eral trade-offs and dilemmas faced by organized labor in sustaining so-
cial solidarity today. A number of recent studies have pointed to the
potential for new coalitions to bridge the interests of workers in the
“new” and “old” economies.® Esping-Andersen was one of the first to
propose a new wage-earner coalition between the old and new worker
constituencies, but his original prediction, as noted, was that indus-
trial—not craft—unions would be “better situated to invoke broad class
solidarity.” Our study suggests that skilled unions may more easily
find common cause with the growing salaried and professional work-
ers’ unions. Denmark’s supply-side approach has helped forge an alli-
ance that links skilled blue-collar workers with salaried workers. But
this is happening at the expense of low-skill workers whose wages have
demonstrably failed to keep pace. In Sweden, by contrast, the LO-SE’s
strategy has kept low-skill workers in the fold. But this alternative strat-
egy may also have intensified the gap between blue-collar and salaried
employees, with the latter pursuing an increasingly independent course
that emphasizes an alternative path of skill-based pay and education.
The divergent approaches taken in these two countries reflect, but
also reinforce, significant differences in underlying working-class pref-
erences. Recent polls of LO-SE and LO-DK members suggest that the two

% Beramendi et al. 2015; Iversen and Soskice 2015.
¢1 Esping-Andersen 1985, 28.
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different strategies don’t just reflect the preferences of the current lead-
ership, but also run deep among the rank and file. Naturally, union
members in both countries assign a relatively high priority to wages
and wage bargaining. In Sweden, 95 percent of members rank wages as
the top priority, as do 85 percent in Denmark, and overall, wages rank
fourth out of eighteen goals in Sweden and third out of twenty in Den-
mark. Opinions on the issue of education diverge sharply, however. In
Denmark, education actually came in above wages as a priority among
the rank and file (86 percent cited it as a top priority, making it second
overall out of twenty themes). In Sweden, by contrast, education ranked
near the bottom (seventeenth out of eighteen), with only 65 percent of
LO-SE members agreeing that this should be a union priority.*

These differences reflect trends in evolving union membership in the
two countries. As we've seen, overall unionization rates are quite similar
(69.5 percent for Sweden, 67.7 percent for Denmark).®® But aggregate
density figures obscure important trends in the composition of union
membership. For starters, Danish union-density figures include mem-
bers of so-called yellow unions, which have no counterpart in Sweden.
Such unions offer lower union fees, but don’t negotiate contracts them-
selves, instead free riding on collective agreements negotiated by other
unions.** These organizations have been winning market shares from
unions, such as 3 and HK, that represent low-skill workers.® But since
they’re entirely outside the LO, theyre not able to influence the strate-
gic direction of the movement. If we exclude yellow unions, the union-
density figure in Denmark was 58.2 percent in 2015—more than ten
percentage points below that of Sweden.®

Sweden, by contrast, continues to organize not just a larger share
of workers overall, but also a larger share of unskilled workers in par-
ticular. In 2010-12, only 46 percent of low-skill workers in Denmark
were organized in agreement-bearing unions, compared to 63 percent
in Sweden in 2010 (see sources for Figure 9). Moreover, recent studies
show that in the past decade, LO-DK unions have reached critically low
density rates—around 30 percent of all workers—in industries like re-

& Caraker et al. 2014, 76; LO/Sweden 2011, 8.

The Danish figure uses the labor force (employed plus unemployed) as the denominator, whereas
the Swedish one only uses employed as the denominator. But unemployed persons in the two countries
are generally union members, due to the Ghent system of union-administered unemployment insur-
ance funds. The different denominator in the two unionization rates should therefore not change the
overall unionization rates much; cf. Kjellberg and Ibsen 2016.

#Thanks to provisions in Danish labor law that apply agreements to all workers in a covered com-
pany, irrespective of membership in the agreement-signing union.

% Ibsen, Hegedahl, and Scheuer 2011, 137.

¢ Kjellberg and Ibsen 2016, 292.
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tail, hotels, and restaurants.®” In Sweden, union density is 49 percent for
blue-collar retail workers (61 percent for white-collar retail workers); 38
percent for blue-collar hotel workers (65 percent for white-collar hotel
workers); and 29 percent for blue-collar restaurant workers (40 percent
for white-collar restaurant workers).*®

Figure 9 provides some comparisons of unionization rates at differ-
ent skill levels. It shows that Sweden and Denmark enjoy roughly equal
(and by international standards, very high) unionization rates among
employees with tertiary education. Sweden does somewhat better than
Denmark among those with upper-secondary education. But the gap
between the two countries is largest precisely among unskilled work-
ers, where Swedish unions continue to organize a significantly larger
share.

Beyond unionization rates, the different coalitional configurations
in Sweden and Denmark are manifest in organizational developments.
Sweden, but not Denmark, has seen increased tensions between blue-
collar and salaried confederations. The LO-SE continues to attend to the
interests of low-skill groups on wages, but the confederation also remains
confined to a shrinking blue-collar constituency. Thus, it has steadily
lost ground to white-collar groups that are organized into alternative,
competing confederations with very different strategic courses. Indeed,
the LO-SE often finds itself explicitly at odds with salaried workers’
unions on wage solidarity and job protection, which has complicated
the pursuit of joint gains, such as education.

By contrast, the LO-DK, led by skilled occupational unions, has main-
tained its central position by capturing and absorbing the rapidly grow-
ing white-collar constituencies with whom, as we've seen, they pursue
an agenda of wage flexibility plus training. But this has left low-skill
workers more marginalized than they are in Sweden and also more
prone to alternative, yellow unions in producer-group politics, and wel-
fare-chauvinist parties in electoral politics.*” It’s beyond the scope of
this article to fully discuss how these two union movements have re-
sponded to the challenges associated with immigration, but it’s worth
noting that according to many studies, competition between immigrant
groups and low-skill domestic workers fuels support for populist right-
wing, anti-immigrant political parties.”

Such arguments would appear to complement the analysis offered

¢ Toubel et al. 2015, 30.

8 1,0/Sweden 2015, 11-12.

% Andersen and Bjerklund 1990.

7 See, among others, Dancygier 2010 and Mews and Mau 2012.
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Sweden: Figures are for the years 2005, 2010, and 2015. Denmark: Figures are for the years 2005, 2010, and
2012 (the most recent available).

here. While Sweden has traditionally had a more liberal labor migra-
tion policy and thus has a larger immigrant population,” in Denmark
we observe earlier and higher levels of welfare chauvinism in electoral
politics.”? As we've shown, low-skill groups in Denmark are more likely
to find themselves outside the protection of collective bargaining, and
thus more dependent on state policy. This puts them in direct com-
petition with other possible claimants on state resources including, of
course, immigrants. And that competition is exacerbated by the lower
labor-market attachment of nonwestern immigrants in Denmark (48
percent for women and 55 percent for men) compared to Sweden (52
percent for women and 59 percent for men).”

Also consistent with our analysis, trade unions in Sweden have gen-
erally been more accommodating to these new workers, particularly
in low-skill sectors.”* For example, the Swedish Hotel and Restaurant
Workers’ Union actively organizes immigrant workers and the number

L OECD 2011; 17 percent of the total population in Sweden consists of individuals born outside the
country, compared to 11 percent in Denmark; see Danmarks Statistik 2016, 89.

7”2 As measured in support for the right-wing populist parties, the Danish People’s Party and the
Sweden Democrats. The recent refugee crisis has given an electoral boost to the Sweden Democrats,
possibly spelling the end of Swedish exceptionalism on this score. See also Jungar and Jupskés 2014.

7 Danmarks Statistik 2016, 96—7.

7#The labor market situation actually varies considerably across different immigrant groups, but in
general, and as Ilsee 2016, 45, documents, immigrants are often overrepresented in low-skill sectors
such as hotels and restaurants.
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of union members who are first- and second-generation immigrants ex-
ceeds that of native Swedes.” Conversely, hotel and restaurant workers
in Denmark are part of the large 3F conglomerate of unskilled workers
that has no particular strategy for immigrant workers. Instead of or-
ganizing immigrants, the 3F strategy has focused more on defending
collective agreements against low-wage competition, especially from
foreign, posted workers.”

UNIONS AND THE PoLITICS OF REDISTRIBUTION

The two alternative strategies for solidarity also have important impli-
cations for the politics of distribution more broadly conceived. Recent
scholarship suggests that union bargaining no longer serves as a guar-
antor of equality, and that the political system will have to compensate
for rising market inequality through redistributive social policies.”” An
emerging literature thus emphasizes the dominance of electoral poli-
tics over producer-group politics, suggesting that union strategies in
collective bargaining are of little consequence, and that unions pursu-
ing equality—if they do so at all’®*—should instead focus on influenc-
ing policy-making.”

Our analysis suggests a less zero-sum view of the relationship be-
tween the two spheres. Rather than discarding collective bargaining
in favor of an exclusive focus on electoral politics, we should look at
how coalitions in both arenas interact, complement, or clash to produce
distinct distributional outcomes. One core difference between the two
cases we've examined is that they mark out two rather distinct divisions
of labor for industrial relations and state policy. Sweden’s demand-side
model continues to prioritize wage equalization in collective bargain-
ing, while leaving accompanying social policy (including responsibil-
ity for training) in the hands of politicians. DenmarK’s supply-side
model, by contrast, relieves the state by integrating some aspects of
social policy (including training) into the realm of industrial relations.
But of course, the resulting benefits reach only those covered by the
contracts.

75 Neergaard 2015, 215.

76 Arnholtz and Andersen 2016.

77 For example, following the framework of Meltzer and Richard 1981, who proposed that median
voters would demand redistribution when average incomes diverge from the median voter income,
Kenworthy and Pontusson 2005 find that rising market inequality is associated with more redistribu-
tion by welfare states. These authors argue that voter turnout is decisive for the politics of redistribu-
tion. Iversen and Soskice 2015 propose that parliamentary systems, more specifically proportional
representation systems, facilitate inclusionary coalitions between parties that promote redistributive
policies.

78 Rueda 2007.

72 Beramendi et al. 2015; Iversen and Soskice 2015.
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These two models of social solidarity are thus characterized by dis-
tinctive strengths and vulnerabilities. In the area of training, Denmark’s
model is less vulnerable to shifting political winds, since social pro-
tections that are financed through collectively bargained funds don't
rely as heavily on state support. Moreover, because employers and trade
unions control them jointly, collectively bargained social funds keep
Danish employers in the game. Employers’ own contributions to these
funds mean that they too have sunk costs that can only be recovered by
giving workers use of these resources. The same can'’t be said of Swe-
den, where collective bargaining has focused more on the enduring bat-
tle over flexibility versus equality of wages.® In contrast to Denmark,
where joint contributions to training funds stabilize collective bargain-
ing, in Sweden employers are overall less invested and indeed, they’re
actively disgruntled by the lack of wage flexibility and continued strict
job protections. This is why in Sweden—but not in Denmark—we
hear periodic calls for abolishing industry-level bargaining altogether.®

Furthermore, the emphasis on wage solidarity in Sweden has made
it harder for blue-collar unions to coordinate with white-collar unions
and to negotiate broad trade-offs, for example, conceding greater wage
or employment flexibility in exchange for more training. Thus, Swed-
ish unions must rely more on the state to pay for training, which means
funding for these purposes is more vulnerable to shifting partisan politi-
cal winds. Figure 10 tracks public expenditure and participant stocks on
training in labor-market policy for Denmark and Sweden since 1998.
It shows that training participation in Denmark remained stable even
through ten-plus years of center-right governance. Sweden, for its part,
far outspent Denmark in the 1990s and early 2000s, when participant
stocks were also much higher. The picture changed drastically in the
early 2000s, however, as Danish expenditures remained stable while
Sweden’s dropped to levels on par with the Danes. Most important,
however, the number of participants in Sweden dropped precipitously
while Denmark’s participant stock remained stable and even grew in
the 2000s.

In some ways, the vulnerabilities of the Danish model present a mir-
ror image. By linking benefits to employment, Denmark not only ex-
cludes those outside the ambit of collective bargaining, but also risks
encountering some of the same problems suffered by Bismarckian wel-
fare states. Collectively bargained rights to education and training,

% Tbsen 2013.
8 Tbsen et al. 2011, 331.
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Source: OECD 2016.

parental leave, and pensions accrue through stable employment and
contributions.® In such a context, politicians can neglect universal wel-
fare schemes, relying more and more on industrial relations to provide
social policy.® In the case of pensions, for example, low bargaining cov-
erage for certain private sector industries has created a residual group
without sufficient pension entitlements.*

If we pull back to view the politics of redistribution more broadly
conceived, it also seems clear that the interplay of producer group and
electoral politics runs even more deeply than such simple trade-offs.
Institutions such as collective bargaining, which affect the level and
structure of pretax and transfer inequality, have enormous implications
for the level and structure of inequality that politicians may be called
upon to redress. To appreciate these deeper connections, compare
the inequality levels of the two countries we've examined against the
benchmark of the United Kingdom, a classic liberal market economy.
Figure 11 shows that when it comes to market inequality (captured in
the pretransfer Gini coefficient), Denmark has been converging to the

8 Palier and Martin 2008. Moreover, in the case of occupational pensions, contributions are a per-
centage of gross salaries, thus creating pension inequalities based on wage inequality.

8 Trampusch 2009.

% Due and Madsen 2015; Kangas, Lundberg, and Ploug 2010.
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FiGure 11
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Axis) IN DENMARK, SWEDEN, AND THE UK, 2005-20142

Source: Eurostat 2017d; authors’ calculation of redistribution rate.

a . . . ..
Income includes pension in pretransfer Gini.

UK level while Sweden has consistently generated significantly lower
levels of market inequality over the same period.®

Thus, to arrive at similar levels of posttax and transfer equality, the
Danish welfare state confronts the larger burden. And while Figure 11
shows that the Danish state has indeed responded by redistributing
more than the Swedish state, it also shows that such efforts have drifted
down over the past several years.® In short, even though Sweden’s de-
mand-side solidarity relies more on the state for social policy, there’s al-
ready more redistribution occurring through collective bargaining. That
means the state has less mopping up to do. Hypothetically, if Sweden in
2014 wanted to maintain its own posttransfer level of inequality given a
UK-level of market inequality, the welfare state would have to increase
its redistribution rate from 0.24 to 0.37, requiring a substantial increase
in taxes and transfers.®” As such, Swedish politicians should be thankful
that collective bargaining is still solidaristic.

The difference could be explained in part by rising income from capital due to the property boom
in Denmark until 2009, but after the crisis, market inequality in Denmark continues to be higher than
that in Sweden.

% Redistribution is measured as a percentage reduction in the Gini before taxes and transfers to

after taxes and transfers:
Gini, — Gini,
Gini,_
Iversen and Soskice 2015, 6.
¥ 1n 2014, the UK Gini, was 40.2 versus the Swedish Gini, _at 33.4. Using the Iversen and Soskice

redistribution definition (see fn. 86), the hypothetical example would yield the following redistribution
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ConcrLusioN: UNIoN PoriTics AND THE DILEMMAS OF SOLIDARITY
IN THE NEwW KNOWLEDGE ECcoONOMY

Taken together, the two different models of social solidarity we ob-
serve in Sweden and Denmark provide an especially clear view of the
trade-offs and dilemmas faced by all unions in maintaining solidarity
in the new knowledge economy. Denmark’s industrial-exchange model
appears to provide a formula for reconciling the interests of skilled
blue-collar and salaried employees—a formula that in some ways re-
lies less on active state support. However, benefits and protections that
run through the industrial relations system are less encompassing, and
hence especially sensitive to a decline in bargaining coverage. That
leaves those outside the ambit of collective bargaining to the market
or to less-generous state policies. The situation is especially acute for
immigrants affected by recent social policy reforms that single them
out for less-generous benefits. These reforms have lowered reservation
wages of immigrants well below those of native workers, an especially
troublesome development in a context of flexible wage systems and in
the absence of a statutory minimum wage.®

The strength of Sweden’s demand-side approach to solidarity is that
bargaining coverage, including among low-skill workers, remains more
robust. As we've seen, it places a stronger floor under wage flexibility
while continuing to organize a larger share of the country’s most vul-
nerable workers. But this alternative model relies more heavily on di-
rect government support and financing, such as for training, leaving it
in some ways more vulnerable to shifts in the composition of govern-
ment. Indeed, the trends we document may have weakened Swedish
corporatism (compared to Danish corporatism) as Swedish govern-
ments have decoupled the social partners from policy making, particu-
larly, though not exclusively, under center-right governments.® Perhaps
most important, Sweden’s demand-side solidarity has yet to make a
strong connection to salaried constituencies, and as the most rapidly
growing segment of the labor market, these groups may well hold the
key to the viability of egalitarian capitalism going forward.

rate: 40.2 —25.4 / 40.2 = 0.37, which is significantly higher than the actual redistribution rate: 33.4 —
25.4/33.4=024.

% Arnholtz and Andersen 2016; Bengtsson 2013.

% Anthonsen, Lindvall, and Schmidt-Hansen 2011.



APPENDIX

TABLE Al

INDUSTRY-LEVEL AGREEMENT PROVISIONS ON EDUCATION AND

TRAINING (PRESENT)

Sweden

Denmark

Construction

Metalworking and

other manufacturing

Paper and pulp

Food processing

Printing

IT/communication

Training agreement on procedures/
skill content for apprentices/new
entrants (Yrkesutbildningsavtal).

Procedural agreement on skill devel-
opment at company level (Avzal
om kompetensutveckling i foretagen).
Statement of intentions.

Procedural agreement on skill devel-
opment at company level, includ-
ing individual skill-development
plan (Avtal om samwverkan inom
massa- och pappersindustrin).

Procedural agreement on skill
development at company level
(Uthildning och kompetens). State-
ment of intentions.

Procedural agreement on skill
development at company level,
including individual skill-devel-

opment plan.

Procedural agreement on skill
development at company level,
including individual skill-devel-

opment plan.

Right to two weeks paid
training/education
chosen by worker (can
accumulate six weeks
over three years), paid
by multiemployer
skill-development
funds. Right to two
weeks paid training
during notice period.
Procedural agreement
on skill development
at company level,
including individual
skill-development
plan.

same as above

same as above

same as above

same as above

same as above
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Sweden Denmark

Transport Procedural agreement on skill same as above
development at company level
(Avtal om kompetensurveckling for
unionen). Statement of intentions.

Personal-care services none same as above
(municipal/public
sector workers)

Maintenance and Procedural agreement on skill develop- same as above
cleaning ment at company level, including

individual skill-development plan
(Fastigbhet, Overenskommelse Om
introduktions-, och grund- och vidareut-
bildning in serviceentreprenad-aveal).

Commerce Retail: Procedural agreement on skill same as above
development at company level,
including individual skill-develop-
ment plan (Detaljpandelsavtal—
bilag 2: Avtal kompetensutveckling).

Source: Author compilation of current collective agreements for major industries in Sweden and Denmark.
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