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In March 1997 the foundation was laid of the most important innovation of the rule system for bargaining and conflict resolution on the Swedish labour market since the Basic Agreement of 1938 between the peak organizations of capital and labour, the Swedish Employersí Confederation (SAF) and the Swedish Trade Union Confederation (LO), better known as the Saltsjobaden Agreement. This was done through the ”Agreement on industrial development and wage formation”, signed by all the employer associations belonging to SAF and all the national unions within the industrial sector. The Industrial Agreement (IA) is unique in its broad extent: it covers by and large the whole competition-exposed sector in the Swedish economy, it bridges old class distinctions on the trade union side between blue collar and white collar workers, and it presents an entirely new model for collective bargaining and conflict resolution.

The new model aims at avoiding industrial action as long as possible. This is done by the introduction of a kind of private mediation institute (”impartial chairmen” appointed by a joint steering committee). The rules are to be used in place of the legal stipulations on mediation. So far, the IA has turned out to be a great success. It has been strengthened in daily work through intensified co-operation between the parties on a number of important issues, such as energy and tax policies. In a very successful way it went through the ordeal of the first industry-branch negotiations according to the new rules around the turn of the year 1997-98. The next, and much more arduous, ordeal of this kind comes with the bargaining round of 2001. Finally, the IA has become a model for the rule systems on other parts of the labour market in two ways. On the one hand, it has to a large extent inspired the government bill on a new and stronger mediation institute which was accepted by parliament in spring 2000. On the other hand, it has recently been followed by similar negotiating agreements within the whole public sector. In these ways, a new Swedish labour market regime is emerging; more than half the Swedish labour market is covered by the new functions of ”private mediation”, and the new public mediation institute is adapted to this development.

The aim of the paper is to analyse the impact of this remarkable change in the Swedish labour market regime ñ and the role of the parties concerned as well as of the government ñ in a historical and comparative European perspective, particularly regarding the Nordic countries.

The Background

The first law on mediation in labour disputes was enacted in 1906. By and large, the rules remained unchanged until 2000. Despite a number of government commission proposals on reinforcement of the mediation institute because of some large open conflicts, particularly in the public sector in the 1980s, almost nothing happened, mainly because of resistance from the trade unions. In comparison with many other countries, especially the Nordic neighbours, the Swedish mediation system was weak in terms of powers as well as resources; it had a ”voluntaristic” character. This can be regarded as an expression of the basic principle of freedom from state intervention which characterizes the Swedish labour market regime; the state has laid the main responsibility for conflict resolution and labour peace on the social partners. There is no emergency exit in law or practice from this responsibility, such as compulsory arbitration in Norway and the Danish tradition of legislation on the basis of a rejected mediation bid. Only once, in 1971, did the state interfere by legislation in order to stop an ongoing open conflict (Nystrom 1990).

Ever since the Saltsjobaden Agreement in 1938 where SAF and LO, faced with the imminent threat of legislation, accepted some voluntary restraints on their right to industrial action in order to protect the interests of the community and neutral third parties a fundamental condition for the freedom principle of îthe Swedish Modelî has been that the parties on the labour market are represented by a small number of strong, centralized and almost all-embracing peak organizations. This condition was very well performed during the so-called ”Saltsjobaden Epoch” 1938-1966, when SAF and LO together had a pivotal position as the central source of norms for the bargaining system, and labour peace was prevailing. The monopoly position was lost, however, as a consequence of, on the one hand, the rapid emergence of strong central organizations for public employees (who were given the full right to bargain and take offensive action in 1966) and private salaried employees, and on the other hand ideological polarization and economic stagnation in the 1970s. In the 1980s the highly centralized system of wage bargaining, which had been introduced at the initiative of SAF in the 1950s, was successively dissolved, the tradition of labour peace was broken, and the attempts by the Social Democratic government to curb mounting wage inflation by various measures of incomes policy were largely unsuccessful. Thus, the conditions of the freedom principle were weakened in many ways. This development exposed the mediation institute to heavy pressure, mainly in the form of attempts by some parties to manipulate the institute for tactical reasons (Elvander 1988; Nystrom 1990).

In 1990 the crisis of the systems of bargaining and wage formation became acute. Against  the threatening background of a rate of annual wage cost increase (including almost 50 percent wage drift) around 10 percent, higher than the average in the 1980s and twice as high as the OECD average, the government proposed a wage- and strike-freeze for 1990-91. The bill was voted down by a parliamentary majority, and the Social Democratic minority government had to resign in February 1990. At the same time SAF decided to withdraw from all sorts of central wage negotiations ñ a decision of crucial importance for the bargaining rounds in the 1990s. The reconstructed governmentís next move was the appointment of an expert group of special mediators, made up of former chief negotiators from the central labour market organizations and chaired by the former director-general of the National Labour Market Board, Bertil Rehnberg. The so-called Negotiation Group (popularly called the Rehnberg Group) was commissioned to assist the social partners to form collective agreements on a low level. In fact, the Negotiation Group expanded its commission and carried through a successful stabilization drive in the form of a pattern agreement for the period 1991-93 which after hard negotiations between the Group and more than 110 organizations was accepted all over the labour market. In this way the wage-and-price spiral was broken; the rate of wage cost increase was brought down to about 3 percent per year, at the same time as inflation was reduced to 2 percent, and the traditional rules in the national union agreements on compensation for wage drift were abolished (Elvander 1997).

The Stabilization Drive was in fact continued for the next two years with the help of the ordinary mediation in the bargaining round of 1993. This was done by two prominent members of the Rehnberg Group who took a new kind of early initiative as mediators in a context of pattern bargaining, namely introductory declarations of principle concerning the Swedish economy and the need for further wage restraint, which were presented together with the first and pace-setting mediation bid and then were successively accepted by all parties in the following national union agreements. This initiative was well in line with the relatively successful endeavours in 1990 by the Rehnberg Group to create consensus among the main social partners on a realistic understanding of the dangerous economis situation in Sweden. A lack of co-ordination in the bargaining round of 1995 impeded pattern bargaining and, consequently, the presentation and acceptance of similar economic declarations. The outcome was a set-back: after protracted negotiations and some large open conflicts, national union agreements were made, usually for three-year periods (in two cases in the public sector, teachers and nurses, even for five years), but the rate of total wage increase was about one percentage point above the average for the extended stabilization period 1991-95. The same was true in relation to the so-called Europe Norm ( the average annual increase of total wage costs in the EU countries, at the time about 3,5 percent). The threat of wage inflation seemed to be rising again, but now in a situation of mass unemployment at the twelve percent level; in 1990 open unemployment was less than two percent (Elvander 1997). 

Against this background the government in spring 1996 made a strong request to the social partners to co-operate in order to make constructive proposals for new forms of bargaining and wage formation with the aim of preventing wage inflation and further unemployment. As requested, the answers were given after a year, mainly in the form of proposals from LO and SAF for a strengthening of the mediation institute and a demand for a government commission with this assignment. According to the LO proposal ñ which became a pattern for the terms of reference from the government to the commission and also for its later report the new mediation institute should be equipped with two committees, formed by the social partners, which were commissioned to analyse the economic conditions for the negations and to evaluate the wage cost increases. In addition to a reinforcement of the mediation institute as such (without involving LOs advisory economic committees), SAF called for limitations of the right to industrial action, such as a ban on sympathetic action; these ideas were strongly opposed by LO. The two central organizations of salaried employees (TCO) and professional associations (SACO) did not want any  changes at all in the Swedish system of bargaining and conflict resolution.

The image of confrontational opposition between LO and SAF, and the inability of rethinking from the side of the central white collar unions, which stands out in the answers to the government from these peak organizations, contrasts in a remarkable way with the constructive spirit of consensus which marks the Industrial Agreement of March 1997. The IA was the result of an initiative to negotiations by LOs industrial unions, led by the Metal Workers’ Union (Metall),  in summer 1996. In contrast to the reluctant statements from their  top organizations, the two TCO and SACO unions concerned supported the initiative from the LO unions and took part in the negotiations with the employers on a strengthening of the mediation system. The Engineering Employersí Association ñ the stongest member association in SAF, the main opposite party to Metall, and the chief opponent since the beginning of the 1980s of central agreements with a bearing on wage formation changed its strategy from confrontation to co-operation by taking an active part in the IA. Obviously, a condition for the settlement from the employer side is that it deals only with the rules of the game and not with the material issues of collectiva bargaining. In this sense it is a counterpart to the Basic Agreement of 1938. It remains to be seen if the Industrial Agreement of 1997 will also usher in a new era of labour peace and co-operation in a wider sense, similar to the development after the Saltsjˆbaden Agreement.

The Industrial Agreement: Ideas and Performance  

The purpose of the IA is to promote industrial development, profitability and competetiviness. This will provide the necessary conditions for reducing unemployment and lay a foundation for a healthy wage development. The agreement is based on some joint opinions regarding the economic, and to some extent also political, conditions for industrial enterprise in Sweden. Against the background of this consensus on material elements, the parties have also made a subsidiary agreement on the rule system for collective bargaining and conflict resolution in the industrial sector. In order to follow up and promote the application of the basic and the negotiating agreements, the parties institute a so-called Industry Committee, comprising leading representatives of the national organizations concerned according to the principle of parity, and chaired by an employer representative. The precidency (including three deputy chairs from the unions) can take on issues for the committee coming up between the two ordinary meetings per year. The IA came into effect in autumn 1997. It shall remain in effect until further notice with six monthsí notice of cancellation. In 1999 the IA was renegotiated with some additions, mainly concerning the establishment of an international committee (Elvander 2000).

The IA declaration of joint opinions presents a concentrated picture of the general conditions for industrial enterprise in Sweden: the strong dependence on international competition; the radical changes in the economic policy environment through deregulations and tightened price stability requirements in connection with the EMU; the sharp reduction of the inflation rate, making real wage increases possible even if the nominal average wage increase is much lower than in the past. It is also stated that the competitive conditions are determined nationally. This implies having a high level of competence among the emloyees in industry and a high technical level on production processes and products. The competetive strength also calls for an ample supply of energy at a reasonable price. On the last-mentioned point the agreement makes a declaration which implies a remarkable attitude to one of the most controversial issues in Swedish domestic politics. In opposition to the decision by the Social Democratic government and the parliamentary majority to start a phase-out of nuclear power in 1998, the unions (most of them affiliated with the LO and thereby, indirectly, with the Social Democratic party) and the employer organizations in the industrial sector declare that a premature phase-out of nuclear power, which is not compensated by an increased supply of renewable sources of energy, would seriously damage the competitive strength of Swedish industry and thereby become a threat to the employment in large parts of the country.

With a similar argumentation about the need for an ample supply of energy at competitive prices, the parties also repudiate some recently decided increases of taxes on electricity production. Concerning tax policy in general, the parties declare that, ìin spite of some essential differences of opinion, there is also a concordance in many respectsî, particularly as regards the necessity of applying an international perspective on capital taxation and the need for a reform of the income tax that ìstimulates work, education, and enterpriseî. An even higher degree of consensus marks the statements on research & development in relation to the industrial needs,  and on higher education, training and competence development in industry.  With the help of two joint working groups, which are still active and are led by prominent members or the Industry Committee, joint opinions on these issues have been formed and presented to the government through intense lobbying with demands for a more active public policy.

The application of the IA in daily work ñ between the great ordeals in the bargaining rounds has some other dimensions which have been institutionalized in the form of special committees or councils, all appointed by the Industry Committee according to the principle of parity. The International Committee of Industry was formed in 1999 and is regularly meeting; its main task is to promote the industrial interest in relation to the EU as regards proposals for labour law directives and industrial policy issues in general. Another joint working group has been formed recently in order to follow and promote the application of the negotiating agreement. To this agreement is also connected a group of so-called impartial chairmen which is appointed by the Industry Committee. An impartial chairman is entitled to act as a mediator with relatively strong powers in the negotiations within the industrial sector (see below). In 1999 the number of chairs was expanded from two to eight persons ñ all with solid experience of negotiations and mediation, in most cases in the capacity of former bargaining leaders in the main national labour market organizations; this is well in line with the tradition from the Rehnberg Group.

In accordance with the IA the Industry Committee established the Economic Council for Industry (ECI) in August 1997 by appointing four independent economists with high academic qualifications. They had no connections with labour market organizations, but they represented various forms of applied economic science within banking, public administration and academic research. The ECI has up to 2000 produced five reports at the request of the Industry Committee and sometimes also the impartial chairmen, all dealing with the problems of wage formation in the new economic situation of intense world-wide competition and low inflation. The first three reports became an integrated part of the bargaining round of 1998 in the industrial sector. The ECI can be regarded as a new way of integrating a qualified economic scenario analysis into the system of collective bargaining and mediation. The first attempt to introduce an economic guiding by a kind of wage norm was made in connection with the Stabilization Drive and its continuation in the pattern bargaining of 1993 (see above). This tradition was strengthened and deepened through the ECI. Contrary to the earlier endeavours aiming at economic education of the parties and their members, the ECI works continuously. Another difference is that the Council is formed by independent economists, not representatives of the parties on the labour market. This distance from party interests has by no means prevented the ECI from developing into one of the most important instruments for the application of the IA in daily work; on the contrary, the independent position of the Council seems to have increased its weight.

The negotiating agreement’s point of departure is that new industry-wide agreements within the different industrial branches shall be reached before current agreements have expired. This is a great improvement compared with previous protracted bargaining procedures. One month before the day of expiration the parties shall be supported by an impartial chairman, who shall intervene in the negotiations on his own initiative and take measures necessary to bring negotiations to an end in due time. An impartial chairman may order the parties to analyse or define special bargaining issues, ask the ECI to give opinions, put forward his own proposals for resolving a negotiating issue, and postpone industrial action for a maximum of two weeks after the day of notice. Obviously, the powers of an impartial chairman are much more extensive than those of an ordinary mediator. The IA has in fact introduced a kind of strong private mediation institute in the industrial sector: ”The tasks and powers of an impartial chairman under the terms of this agreement apply throughout the duration of the negotiations and set aside the provisions of the Mediation Act.” 

The impartial chairman of the Industrial Agreement is by far the most important innovation among the proposals from the organizations to the goverment concerning improvements of the bargaining system. The parties in industry have revived and reinforced an institute which existed in the old law on mediation but was used only rarely and therefore was abolished in the 1970s (Nystrom 1990, pp 72, 81). The new and important thing is that an impartial chairman can enter the negotiations at an early stage and actively work for a peaceful settlement long before cancellation of agreements and giving notice of industrial action is on the agenda.

Exactly in this way did the new alternative mediation institute function when it was for the first time put to the test in the negotiations within the large industry subsectors around the turn of the year 1997-98. These negotiations were decisive for the future of the IA. The time-schedule was kept; industrial action, and even giving notice of that, could be avoided despite strong opposition on some important issues; the outcome of the bargaining round was fairly in accordance with the Europe Norm. The outcome became a norm for the rest of the labour market, where the negotiations could be concluded relatively soon without any kind of industrial action ñ in contrast to the protracted and conflict-ridden bargaining round of 1995. The informal reinforcement of the mediation institute through a kind of economic guiding by a norm, which was introduced by the Stabilization Drive in 1990-93 but failed in 1995, was taken up again within the industrial sector in 1997-98 ñ now in a formalized way under the management of the ECI and the impartial chairmen (still the same two prominent members of the Rehnberg Group who had carried on the Stabilization Drive through a guiding by a norm in the bargaining round of 1993 but had been less successful in 1995 because of a break-down of pattern bargaining). 

The invigorating ordeal of the IA in the bargaining round of 1998 has to a considerable extent inspired the government bill on a new mediation institute which was accepted by parliament in spring 2000. The bill emphasizes the bargaining order of the IA as a possible alternative to the statutory mediation procedure. The new rules are compatible with the principles of the IA, which in some cases have been their model. Thus, the counterpart of the agreementís impartial chairman is the billís ìnegotiating leaderî, particularly as regards acting at an early stage in the negotiations and with greater powers than an ordinary mediator. Thereby the way was levelled for similar agreements, including a bargaining order, within other parts of the labour market (Elvander 2000). 

Negotiating Agreements in the Public Sector

In spring 2000 two agreements on a bargaining order, more or less similar to the negotiating agreement in the industrial sector, were concluded within the public sector. One agreement covers the state adminstration, the other includes the major part of the local government and county council (regional) areas. There is an important difference between the two agreements as regards the degree of co-operation. The difference can only be explained against the background of changes in employment relations within the large public sector in Sweden since the 1960s. The public sector today contains about one fourth of a total labour force (in-cluding the unemployed) of 4,4 million; 1,1 million are employed by the communities and county councils, and 200 000  by the state.

The legislation in 1966 on bargaining rights for all public employees (including a right for both parties to take offensive action) was combined with a highly centralized system of bargaining cartels on the trade union side. These cartels, representing public employees within LO, TCO and SACO, concluded basic agreements, similar to the Saltsjobaden Agreement, with their counterparts: The Swedish Agency for Government Employees,  The Swedish Association of Local Authorities and The Federation of County Councils. The aim of the agreements was to inspire the parties to handle their new and far-reaching powers in a responsible way. Nevertheless, strife rather than labour peace became the distinctive feature of public employment relations in the period 1966-1995, beginning with two SACO strikes against the state around 1970 which were met with large lockouts (in one unique case, in 1971, the conflict was regarded by government and parliament as harmful to society and was therefore terminated by legal action). In the following decades, the state sector successively became less conflict-ridden than the communal sector; in the 1990s the relatively small state area was peaceful, whereas communities and county councils were hit by large strikes in 1995.

These structural differences between the two main parts of the public sector can to a great deal explain the fact that the parties in the state area were able to come to a far-reaching agreement on institutionalized forms of co-operation, very much in line with the Industrial Agreement, whereas the only result of the negotiations in the communal sector since 1997 was a thin negotiating agreement. Another aspect of the differences is the fact that elected politicians have the formal and the real power in the two central employer organizations for communities and county councils (even their bargaining delegations are formed by politicians) and are reluctant to share their power with the unions through central or local agreements on institutionalized co-operation. The alleged conflict between political democracy and work-place democracy seems to be more of a problem here than in the state sector, where the Agency for Government Employees has been given a more independent position in relation to the government in the last few years; it is now in fact run by the various civil service departments and other state authorities. Finally, the system of central bargaining cartels remained intact as regards government employees, whereas it was to a large extent dissolved on the communal side in the beginning of the 1990s. In sum: the structural and organizational conditions for peaceful co-operation are much better in the state sector than among the large groups of communal employees in health care, social service and education, who were relatively hard hit by political decisions on reductions in the 1990s and therefore tend to distrust their politically directed employers.

The initiative to negotiations on co-operation agreements was taken by the employer organizations in autumn 1997 with an  explicit reference to the IA. The parties in the state sector were able to establish trustful relations in connection with the bargaining round of 1998, which were codified in the co-operation agreement two years later. In the same way as the IA the state agreement starts with a declaration of joint opinions, in this case referring to the common interest of supporting and further developing an effective public administration which is able to meet the challenges of rapid international integration and ICT developments. This scenario calls for an increasing and constructive co-operation between the parties at central and local levels. Therefore the parties agree to establish two joint committees: one for the central level with similar functions as the Industry Committee, particularly as regards implementation of the new bargaining order  according to the agreement, and one for the local level with the aim of supporting the local implementation of the central agreements. The bargaining order has many similarities with the negotiating agreement in the industrial sector. Thus, the central co-operation committee shall appoint one or more so-called ìimpartial advisorsî as soon as mediation is demanded by a party or decided by the committee in case of a notice of industrial action. Compared to the impartial chairman of the IA, the impartial advisor of the state sector agreement is more dependent on the initiative of the parties as regards early intervention in the negotiations, but in other respects they have similar powers (with the obvious exception that there is no economic council to consult in the public sector). 

According to the negotiating agreement for the communal sector the parties shall jointly appoint a ìnegiation mediatorî at the time of expiration of the central agreements (or a later time, if agreed upon). The mediator shall support the parties and take measures necessary to bring negotiations to an end in due time. The powers of a negotiating mediator are similar to the powers of an impartial advisor in the state sector. The rules concerning both institutions of private mediation are to be used in place of the legal stipulations on mediation; in this way intervention by the new Mediation Institute is avoided in the public sector through a kind of private mediation, inspired by the IA. As regards the communal area this was in fact the decisive motive for concluding the negotiating agreement. The IA has made its mark on the two public sector  agreements in another important respect: the wage-leading role of the competitive sector is admitted in principle in various declarations in connection with the negotiating agreements. This means in fact that the industrial sector is supposed to take the lead in the bargaining round and set the norm for the wage development all over the labour market.

The New Regime on Trial

Almost 60 percent of the Swedish labour force is covered by the Industrial Agreement and its counterparts in the public sector (about 800 000 employees in industry, to which should be added 110 000 salaried employees in commerce and transport who have a similar negotiating agreement, and 1,3 million in public service). The scope of the new regime for collective bargaining and conflict resolution is impressive indeed, but its strength is somewhat fluctating. In the industrial sector the parties have been working hard since 1997 with a successive strengthening of the IA on many dimensions. With the help of several joint standing committees, the  Economic Council, the panel of impartial chairmen, and increasing administrative resources for all these functions, the industrial parties have been able to go a long way towards changing an agreement into a permanent organization ñ a process that is not uncommon in international politics and world trade (cf the transfer of GATT into WTO) but not so frequent in domestic politics or labour market relations (the Saltsjobaden Agreement and its ensuing system of joint standing committees for various issues of common interest for SAF and LO is to some extent a case in point). In all these ways the industrial parties have by now invested so much resources, competence, and prestige in their joint edifice that a disrup-tion seems highly unlikely in the foreseeable future. Thus, the industrial sector is the hard core of the emerging new regime.

On the other hand, the local government and county council areas are unstable. Large groups of low paid health care end social service workers, mostly women, demand compensation for lagging behind the wage development of other groups, particularly those in the industrial sector. The teachers in TCO and SACO (their organizations have a co-operation agreement, although traditional distinctions according to examination levels are still creating tensions among the membership groups) feel that their working conditions have deteriorated since 1990 when employer responsibility in the school system was removed from the state to the local government domain. The teachers distrust their employers at local as well as central levels; they have recently rejected, in a membership ballot, a proposal from the central parties for a second five-year agreement, and finally the new mediation institute in the communal sector was called for. Negotiations in the health care area, belonging to the county councils, have not been facilitated by the Swedish Medical Associationís refusal to join the negotiating agreement for the communal sector. Compared to this big and troublesome sector, the little state domain looks almost like an oasis. It should be kept in mind, however, that its ambitious co-operation agreement has not yet been put to the test like the IA. By and large, the public sector is less stable than the industrial sector as regards the conditions for labour peace and a moderate wage development in step with the outside world. Whereas the rate of wage increase as well as the level of employment in the industrial sector are finally decided by the competitive edge of Swedish industry, wages and employment in the public sector are squeezed by politically decided cash limits since the beginning of the 1990s. 

The remaining part of the labour market, which is dependent on the Mediation Institute,  is by and large coincident with the private service sector commerce, transportation, hotel and restaurant, banking and insurance, etc and the building & construction industry, in total about 1,5 million employees. The incidence of industrial action  in the service sector has for a long time been higher than in the industrial sector. Emplyees in private service have little wage drift even less than public employees and they tend to be lowly paid and lagging behind the wage development in industry. The parties in the commercial area have a resentful attitude towards the leading actors in the industrial sector and their pretensions to be wage leaders. Thus, the private service sector is loaded with tensions much like the communal sector which may become a threat to a general wage development in step with Europe, and certainly also a major challenge to the Mediation Institute.

The Mediation Institute has the form of a civil service department, led by a director-general and equipped with much stronger administrative resources than its predecessor. The institute has two objects: to mediate in labour disputes, and to ìwork for a well-functioning wage formationî. The last-mentioned ìpreventiveî function, which is a novelty, implies such things as acting at an early stage in the bargaining rounds by calling the parties to deliberations ñ even the parties in the industrial and public sectors ñ and collecting information in other ways. The institute is commissioned to present annual reports on the wage developments in Sweden and the world around, whereas reports on the economic conditions for the wage negotiations are supposed to be produced by the national agency for economic forecasting (this is because the government accepted the argument by SAF, TCO, SACO and others that a mediation institute must be neutral and therefore should not have a normative function in the process of wage formation in the way that was proposed by LO and the commission). Another task is to take responsibility for the official wage statistics. These functions are to be supported by three expert councils formed by the social partners (including one for the analysis of the economic conditions ñ in line with LOs  ideas, but not with the fact that the report should not be made by the institute). These councils have not yet started, however, mainly because SAF has refused to participate. Thus, there will be no competitor to the Economic Council for Industry in the foreseeable future which is appointed by the Mediation Institute and covers the whole labour market. The opponents of the idea of such an economic council formed by representatives of the parties maintain that it runs the risk of becoming an instrument for some kind of corporatist incomes policy. The goverment has declared many times that nothing in connection with the new mediation institute has anything to do with incomes policy; in order to reinforce these statements it has even rejected the proposal from LO and the commission that the institute should co-ordinate the material content of the collective agreements as well as the contract periods. But many actors on the labour market are still suspicious about the impact of the new object of a mediation institute to promote a well-functioning wage  formation.

The traditional mediation object of the institute is strengthened in various ways. With the consent of the bargaining parties the institute may appoint one or more ìnegotiating leadersî or mediators who are entitled to act at an early stage and take initiatives of their own. If there is risk for industrial action, or offensive action has already started, mediators (not negotiating leaders) may  be appointed even without the consent of the parties; this rule about compulsory mediation does not apply, however, if the parties are bound by a voluntary negoitiating agreement ñ the IA is mentioned as a typical case ñ which has been registered at the Mediation Institute. Compulsory mediation is an important innovation for Sweden (but well-known in the rest of the North). It was in fact introduced by the government against the will of the three peak organizations LO, TCO and SACO but with the support of the industrial parties ñ an indication of a split within the whole trade union movement. Finally, the institute has got the power to decide,  on the proposal of a mediator, that a party to a dispute shall postpone industrial action which has been given notice of for a maximum period of 14 days. Once again, the three peak organizations were against this strengthening of the mediation institute, but this time they were supported by the unions in the industrial sector.

The Mediation Institute had a difficult start in summer 2000. The government was for a long time unable to find someone willing to become its director-general; the problem was solved as late as in September, immediately before the preliminaries of the great bargaining round of 2001 started. The expert councils were in abbeyance. A panel of mediators had to be set up, but it took a long time before this could be done; the same was true of the new mediation functions in the public sector (the delay can partly be explained by the fact that the impartial chairmen of the IA had decided that they could not be available for other mediation assignments until the bargaining round in the industrial sector had come to an end). Nevertheless, the institute can be expected to play the role of a guardian of bargaining and wage formation developments all over the labour market, including the industrial and public sectors, and to act as a rescuer of labour peace in the sectors which are not covered by negotiating and/or co-operation agreements. In these ways it may become a stabilizing force.

The New Swedish  Regime in a Comparative European Perspective

The emerging new regime for collective bargaining and conflict resolution in Sweden seems to be world-unique. No counterpart can be found, particularly not as regards the strong and centralized elements of private mediation in the industrial and public sectors. In Continental Europe and most of the English-speaking countries public mediation institutes are dominating; they are usually voluntary and the mediators have limited powers of a conciliatory character. Holland and Austria,  however,  have no public mediation at all. In Germany and France public institutes do exist, but they are used only on rare occasions because the parties have created their own mediation procedures through collective agreements at various levels ñ from a single company to a national level; the German system of private mediation covers almost the whole labour market through a patchwork of agreements. Most other European countries have a combination of public and private mediation, sometimes intertwined as in Belgium, but usually in the form of regulation in collective agreements concerning the use of the public mediation institute (Nystrˆm 2000; Blanpain (ed) 1998, 1999; European Commission 1998).

What is really unique about the new Swedish regime is the strong and encompassing character of the private institutes of mediation, covering the whole industrial sector and most of the public sector through negotiating agreements and ñ with the exception of the communal areañ basic agreements on a far-reaching co-operation. It is also unique that the parallell reform of the public mediation institute was to a high degree influenced by the trend-setting Industrial Agreement. Almost like in Germany and France, the private and public forms of mediation have changed places; but there is a great difference: in Sweden the change has been made through encompassing and detailed collective agreements at the central level, whereas the German and French systems of privatized mediation have a decentralized and unsystematic character.

Although the political and economic systems in the Nordic countries exhibit similarities, the differences in industrial relations practices are in some cases very substantial. In spite of this there is a tendency in comparative IR to lump the Nordic countries together, and to treat developments in one of these countries as tendencies in all four. The differences are in particular visible in connection with the role of the state in collective bargaining and conflict resolution; they are strongly rooted in compromises and traditions shaped about 100 years ago. While the state has always played a significant role in Denmark and Norway, particularly concerning conflict resolution, and in Finland since the 1960s in the form of comprehensive incomes policy agreements, a doctrine of freedom of the labour market from state intervention has dominated in Sweden. These divergencies can to a great  extent be explained by differences in the organizational structure, particularly in the trade unions, which reflect different timing and structure in the processes of industrialization (Elvander 1974 a, b; Nystrom 1990; Stokke 1998, 1999, 2000 a, b; Due et al 1994; Scheuer 1998; Suviranta 1997; Kauppinen 2000).

Industrialization got under way in Denmark  as early as the 1870s ñ much sooner than in Norway, Sweden or Finland. This had two important consequences which help to explain the distinctive nature of Denmarkís organizational structure and its rule system. First, modern rules and institutions for conflict resolution evolved earlier here, and to an unusually high degree under the auspices of the social partners. Thus, a basic agreement was reached between the recently established central organizations LO and the Danish Employersí Confederation (DA) in 1899, whereas no agreement of the sort was reached in Norway or Sweden until the 1930s, or in Finland until 1944. Secondly, the organizational structure was long imbued with a persistent  small-industry guild tradition, with the result that the principle of industrial unionism has not yet been fully adopted in the DA-LO area, whereas it is dominant in the other Nordic countries. This fragmented organizational structure is probably the main reason why the mediation system was given more far-reaching powers than in the neighbouring countries, and why direct government intervention (mainly in the form of legislation on the basis of the final mediation bid) has been so common ever since the 1930s. It should be added that, despite the different union structure, the DA has none the less always enjoyed more or less the same strong formal powers as its counterparts in Norway and Sweden (before 1990) as regards approving national union agreements and lockout decisions. The Finnish Employersí Confederation, on the other hand, did not acquire similar powers until the 1950s.

The union structure is even more fragmented in Norway , where union density is about 55 percent as against about 80 percent in the rest of the North. The Norwegian LO has retained much of its centralized power structure since the beginning of the 1900th century, but the effects are partly offset by a strong tradition of direct democracy whereby decisions regarding agreements and mediation proposals are taken by a ballot of the members. Such ballots are also common in Denmark and in a few sections of the trade union movement in Finland. In Sweden advisory ballots have been held by some unions, but not in the LO-SAF area since the centralization of the bargaining system in the 1950s. In Norway direct democracy is strong even in the white-collar unions, which are far more fragmented than their counterparts in the neighbouring countries. There is still no real equivalent in Norway of the Swedish TCO or its counterparts in Denmark and Finland. The strength of the ballot tradition and the fragmented union structure together explain the strong position of the mediation system in Denmark and Norway, where the National Mediator ever since the 1930s is empowered to treat several settlements as one entity in the ballot ñ a method of great importance in gagging more militant LO unions (in Norway, however, the so-called ìcouplingî has in fact been handled by the central LO since the beginning of the 1980s). These factors can also to a great extent explain the exceptional importance of compulsory arbitration in Norway, which is initiated by ad hoc decisions in parliament and carried out through a standing tribunal.

Sweden  emerges as the direct opposite of Norway and Denmark as regards union structure and freedom from state intervention on the labour market. Representative democracy is paramount in the whole trade union movement, and for most of the period between 1945 and the 1980s the unions were more centralized than in the other three countries. The forces of centralism have been particularly strong in Sweden because of the much stronger positions of big business and the Social Democratic party. The strength of the organizational system is the main reason why freedom on the labour market has been so consistently upheld (with the possible exception of the Stabilization Drive 1990-93), compared with the situation in the rest of the North. Thus, the idea of an official incomes policy is repugnant in Sweden but usually regarded as a normal and good thing in the neighbouring countries, though even in Sweden the practice of incomes policy has not in fact been uncommon during the 1970s and 1980s.

Finland  has the same pattern of union organization as Sweden, particularly regarding the white collar sector, and a fairly similar rule system for dispute settlement, although the National Mediator has somewhat wider powers than the traditional Swedish mediation institute had. But there is an element of political fragmentation in the Finnish trade union movement that has no equivalent in the other Nordic countries, namely the strong standing of the Communists in the LO since 1945 and far into the 1980s. This can be seen as a legacy of the Civil War in 1918 and of a strong repression of Communism during the inter-war years. It should be remembered that the transition from an agrarian to an industrial society, together with the advent of modern industrial relations, did not take place in Finland until after the second world war. The political divisions in the Finnish LO had led to a higher level of conflicts than in the other Nordic countries and also goes a long way towards explaining why, since around 1967-68, the government has frequently taken a more active part in finding comprehensive incomes policy solutions, including important elements of social and tax policies (soft packages) than is the case elsewhere. 

The withdrawal of the Swedish Employersí Confederation from the bargaining arena in 1990 has no equivalent in the neighbouring countries, where the counterparts of SAF and the Swedish LO have retained much of their power over centralized bargaining or co-ordination of national union agreements. This is particularly true of Norway and Finland. The two leading peak organizations in Norway seem to have a continuing dominant position, beeing able to exert a considerable influence on the use of the mediation and arbitration institutes in order to take down ”irresponsible” free riders, such as in the oil industry. In Finland the central position of the LO and the Employersí Confederation is to a large extent upheld by the almost continuous tradition of all-embracing ”Social Pacts” since the end of the 1960s, whereas in Denmark the elements of incomes policy have almost disappeared in the 1990s, at the same time as wage formation in the private sector has been decentralized to the local level far more than in the rest of the North. Thus, the four countries can be ranked according to the actual degree of centralization concerning the systems of collective bargaining in the following way: Norway (3), Finland (2), Denmark (1), Sweden (0,5). The bottom place for Sweden, however, is modified by the leading role taken by the parties to the Industrial Agreement; they have to some extent replaced SAF and LO.

What has Sweden learnt from its Nordic neighbours in the process of reforming its institutions of collective bargaining and conflict resolution? Two cases in point come to mind. First, the new bargaining order all over the labour market, with its early start and possibilities for early interventions by mediators or impartial chairmen, is clearly inspired by the co-ordinated bargaining systems in Denmark and Norway; this model was taken up by LO and the government commission, and it was followed by the IA and its counterparts in the public sector, and certainly also by the Mediation Institute (the Danish-Norwegian traditions of co-ordinated two-year contract periods, however, were not imitated in Sweden). Secondly, the powers of the mediation institutes ñ the private ones as well as the new public institute ñ are to some extent similar to those of the National Mediator in the other Nordic countries, e.g. as regards presenting proposals of their own for resolving negotiating issues, and delaying industrial action within a limit of 14 days. An important difference from the Danish and Norwegian systems is, however, that the Swedish mediators have no power to combine different settlements into one entity; such a coupling was demanded by LO ñ in spite of the fact that Sweden has no tradition of regular and decisive membership ballots but the idea was rejected by all other parties and by the government commission. In sum: the Swedish reforms, private as well as public, reinforce the bargaining order and the mediation system up to an average Nordic level. In addition, they introduce an entirely new element which has no equivalent in the neighbouring countries or elsewhere, namely the impartial chairman. 

The new Swedish labour market regime retains the hallmark of the traditional Swedish Model: the principle of freedom from direct state intervention and the associated principle of social partner responsibility for wage formation and conflict resolution. So far, the new regime has a strong foundation in the Industrial Agreement the first institution on the labour market for ever so long to enjoy a broad legitimacy. Through the IA a new form of voluntary and preventive substitute for incomes policy was introduced, which is free from the far-reaching forms of direct state intervention that for a long time have been used in the other Nordic countries. It should be kept in mind, however, that the starting point of this reform process was the most comprehensive and centralized state intervention on the labour market in Swedish history even if it was carried out through the more or less voluntary co-operation of all the parties concerned ñ namely the Stabilization Drive 1990-1993.
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