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Abhstract

Differential Patterns of Unenployment

in Sweden

The copen unemployment rate in Sweden has averaged about two
percent during the 1970's, It is generally believed that an
active labor market policy is responsible for this achievement,
However, vyouth wunemployrent relative to adult has increased
sharoly in Sweden more Sc than in the United States. In this
paper we c¢laim that the change in labor market policy from an
emphasis on gecgraphical and occupaticonal mobility to an emphasis
cn job security which toock place around 1970 incressed the fixed
cost of workers to firms, to the detriment of the vyoung, the
inexperienced and the very olde The empirical analysisy which
utilizes time series and wicro datas indicates that even {n the
earliest periocd of poelicy shift significant changes occured in

the structure, distribution and determinants of unemplovirent.
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1. Introduction

Dur ing the 19705, Sweden experienced an official
unemp loyment rate of around two percent compared to a seven
percent UsS. rate.l Measures to reduce uUpsfiployment In  Sweden
encompass a wide array of Yactive labor market policiesy which
are innovatives, adaptable and extensive In coverage.s Sweden's
experience with these prodrams provides U«sSe policy makers the
chance to evaluate their impact before considering them for U.S,

Iabor markets.

Beginning in the 1970s, the policy of the Swedish government
shifted away from programs designed to promote occupational and
geographic mobility towards pmeasures thaet preserved existing
jobs, Job security and avoidance of layoffs became the focus ¢f
labor market policys legislative enactment and industrial policys
This paber tests the hypothesis that because of these chanues,
the structure, distribution and determinants of  unemployment in
Sweden were altered., We claim that prograns which emphasize jcb
security raise the Ffixed cost of workers to firms, to the

detriment of the young, the inexperiencedsand the very old.

This paper reviews briefly Swedish labor market proarams and
discusses the implicaticns of pcelicy changes for the labor market
and for different population groups. An examination of aggregate
data reveals important alteraticns in the behavior ¢f the Swedish
labor market, We then test for «changes in  the structure and
deterpinants o¢f unempleoyment using & micro data set. The study

focyses on  life cvyele unemplovment differentials  during the
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earliest pericd of policy changes, from 1967 to 1974. Despite
the low aggregate unempleovrent rate, youth unemploymrent relative
to adult has increased more In Sweden than in the United States 3
The empirical enalysis indicates that unemplovment incidence 15

responsible for beth hich yeouth unemployment relative to adult

unemp loyment and for increasing yvouth unemployment over time, A
turnover mode 1 is introduced to explain the Tlife cvycle

distribution of unemplcoyment at & point in time. Finally we test
whether there have been changes over time in the determinants cof
unemplovment or in the characteristics of the Swedish labor force
which explain increasing vouth unemployment, Concluding remarks

are presented,

11 Review of Swedish Labor Market Folicy

During the late 1940s and early 19505 the concept of an
active labor warket policy was developed in Sweden by economists
at the Confederation c¢f Trade Unions. The "Rehn=Meidner® model,
which still governs Swedish labor market policys proposes a
restrictive general demand policy to combate inflation, and a
policy of wage solidarity fer the unions. HWage solidarity means
that workers performing similar tasks should receive equal wages
across different firms, industries and regions, regardless of the
firms® varving ability tc pave Because these policies could lead
to  unemployment, they are complemented by selective laber market
policy te help those regions and demographic aroups subject to

High unemplovment risks



Pave 5

In 18948, expenditures on labor market policy represented
rouaghly onhe percent of total government expenditures) by 1977=78
this figure had reached nine percent.% The number of Swedes

participating in these programs agrew frem an annual average of

¢

Nt

GO0 in 1989 to 193,600 in 1978.% The earliest programes of active
labor market policy included relief work and rehabilitation for
hard to place labore The 1960s saw the development of manpower
training programrs and subsidies for cecgraphic and occupational
mobilitye In the second half of the 1960s, popular and political
resistance toward mobility rose sharplys especially in the north
of Swedenet The covernment respended by developing alternative

policiess emphasizing regional equality and job security.

Labor market pelicy entered a hew phase in which dreater

emphasis was placed on preserving existing jobs rather than on

programs directed toward unemployed individualse Stockpiling
support and orders te  indystry incressed, Subsidies were

provided to firms which increased their inventories during

@

recession copditional upon &n unchanged eaployment level (1972
and  197%«77), to local governgments which purchased Swedish
industrial products earlier than intended (1971=72 and 1976=78})
and to Firms which provided ineplant training proagrams rather
than lay off workers,? Between 1976 and 1978 the percent of
individuals whe received in=plant training to avoid layeff arew
from 02 percent to 19 percent of &1l persons receiving laboer
market training., The existing work force slso has been protected

by temporary subsidies (1977) provided to firms which postponed

lavoffs. Such subsidies were given for colder workers in  the



Paage 6

clothing and textile industries and for employees of companies
vital to & lccal Tzbor rwarket. Elthough thesSe peasSures are
counter recessionary pelicies, the proportion of expenditures
spent on such programs has  increased over time. Johannesson
estimates that expenditures directed te firws increased from 17
percent c¢f tetal expenditures designed to affect laber demand in

1972/73 to 37 percent in 1976/77.8

Leaislative changes during the 1970s reinforced the existing

relationship between worker and firm. In 1971 parliament
increased the employment security of older persons. This

legislation stipulated that individuals whe had beepn emploved for
at least 24 months during the latest three vesrs receive a notice
pericd of two months if the worker was 45 vears old, four months
if the worker was 50 vyears old and six months if the worker was
5% years old and older. Business practice bhefore this law varied
between different sectors of the labor market according to
collective bargaining adreements which dgave loncer periods of
notice to white collar werkers than to blue collar workers, For
the latter there was & mutual recommendation by the Emplovyers
Confederation (SAF) and the Confederation cf Trade Unjons (LU) of
fourteen days of notice. By contrast some state qovernment
emplovees could be dismissed only after a court trial convicting

them of 8 crime of cffice (anbetsbrott).

The 1971 law was extended by the 1974 Security of Exployment
Acty whose basic tenet s that employment is te last Yuntil

further notice.%9 The hiring of workers for a fixed period or for



Page 7

a particular task rmust be justified by the special nature of the
joby for examwple, work on & specific project or seasonal
employrent  in  agriculture. Reasonable grounds for dismissal
include cut®hacks and corganizational changes as well 2s gross
misconduct by the emplcyee, 1llness and reduced work capacity
are not sufficient grounds for dismissal unless the employee is
incapable of work of any significances In practice, illness and
reduced work capacity are alwost never suffficient crounds, The
firm has to wait until the person becomes pensicned for
disabilitye The 1974 act clearly increases the costs of layoffs
to firms and does neot merely legitimize existing business
practicess It is the ewmployer's vresponsibility to find an
alternative task if the firm and the worker appezr mismatched;
to try transfers and natural attritien before lYavoffs arising
from production cutbacks; and to find less exacting work for
clder employees. Before an emplover can dismiss, layoff or hire
new workers, the apprepriste local unicn organization must be
notifieds: The union as well as the notified worker can then
demand consyltations with the emplover to discuss alternative
solutiocns, Notice of layeff can be disputed by the worker before

a court of law.

Two particular aspscts of the 1974 gct favor current
employees and older werkers, Firsty, an ewmplovee laid off for
lack of work is entitled to first option on new jobs ’wfth the
former emplover fer a vesr period after the job terminates.
Second, all workers receive a cone wonth paid notice but if  job

tenure 5 at least six monthsy the notice period rises sharply
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with age. The pericd of notice is twe months if the employee is
over 2% vyears and increases by one month for every additional
five years of age, yntil & maxirum of six wonths is reached for
workers ove 45 wyears. Recognizing that a policy aimed at job
maintenance will have deleterious effects on new laber force
participants, the Naticnal Labor ¥arket Poard {(AMS) has offered
wage subsidies to private and public sector employers who provide
tempcrary jobs for unemp loved vyouthssy or hire women  in
traditionally male occupations, (1974 and on} and training
subsidies to firms which employ and train women and voung pecple

(1972=74) .

Ancther important develcopent which reinforces job  secur ity
is the industrial policy of the Ministry of Industry. During the
1970%s, statve assistapce was provided to  iIndustriess especially
the stael, shipbuilding , textile and forest industries.
Measures included company takeoverss loans and subsidies, state
quarantees for loagns apd special government orders. From mid
1976 to the end of 1978, rtotal expenditures to these industries
are estimated at 19,500 million Skrs while credit guarantees
provided another 20,000 million Skr.l10 in corpar ison,
expenditures c¢n labeor market programs reached 23,000 million Skr

during this period.

11T Implications
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The unemployment rate for any demcgraphic group depends upen

three factors: (1) the probability of separatinag from a job and
entering unemploymentid (2) the probability of finding a joby
which s inversely related to durations and (3} the freguency of

inter labor force webility. Each of these corponents is affected

by policy changes that emphasize job security.

Firsty a reduction in Jlayoffs will directly reduce the
probability of a jecb separation, and therefare will decrease the
probability of unemployment for all demographic GrouUDS e
Extension of the lavoff notice pericd permits workers to search
while still employed, thereby redycing the probability of
unemp loyment given a separations. Because the notice period
lengthens with age, this conditional prebability will decline
over the 1ife cycle, The net impact of these two changes should
be to increase the probability of unemployment for the vyoung

relative to the old.

Second, policy emphasis on job security and the avoidance of
layoffs at the firm level nmay cause firms to look upon their
workers as long termp investmentsy that s, once hired, hired for
Tife. Therefore cempanies would prefer to hire individuals that
traditionally are viewed 25 productive and stable.ll Given the
hiagh fixed ceosts now asscciated with each worker, firms will
prefer full time emplovees and loncer hours per weesk,; including
overtime, Trial hiring will be reduced and firms are expected to
raise their hiring standards. The probability of findina a jcb

will be reduced both because firms screen prospective workers
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rore carefully, and becayse reduced mebility results in fewer job
vacancies, thereby reducing matching possibilities, Unesployment
duration will lengthen for all groupss However the voungs
inexperienced and unprcven, and the very old, with limited time
horizons, should be most adversely affected. Two other
differential aging effects on duration way occur. The 1974
Security of Employment Act legislates tempperary lavyeffs by agiving
hiring priority tc previous employeese Since rehire s tenure
dependent, unerployrent duration may increase more for older
workers who prefer to wait for job reopenings rather than
actively search, (Offsetting this tendency is the extended notice
period by ade; which allows some of the search period to occur
while still employed, Lengthening unemployment duration may also
affect separation oprobabilities, Faced with 8 longer expected
unemp loyed search, potential and actual job changers will search
longer on the job, hence quit rates and quit unemployment should

decline, Thus, the incidence of unemployment asssociated with job

turncver declines because lavoff and guit rates are lower.

It is interesting te note that in  this same period when
policy changes imply fewer wunemployed who experience longer
periods of unemploymrents impertant alteraticns were made in the
unemp loyment benefit system, In 1968 insured employed over &0
vears of age were asllowed to receive unemployment benefits until

retirement rather than a maximum o©f 30 weeks which nrevailed

earlier, More significant chances occured in 1974¢ the aqe
Jimit for receiving benefits unti] retirement was lowered to 5%

vearss the duration ¢f benefits was increased from 30 to 60
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weeks for those younhger than 55 yearsi and a new benefit system
{(KASYy primarily for laber ferce entrants,y, was addedes AS Ssarch
costs  decliney, unemploywent duration will increase for all
groupss but more so for colder workers,; who benefited most freom

the Chandges,

.

Third, a policy aimed at preserving existing jobs should be
particularly detrimental to new labor ferce participantse New

entrants will experijence jncreasine unemployrent duration because

firms will hesitate tc assume the high fixed costs of hiring
individuals whose productivity and ability are unkhowne The

share of uynepploypent borne by recent labor force participants
will increase if the oprobability of unewplovment decreases
relatively more for the experienced and/or the duration cf

unemnloyment increases more for the [nexperienced,

The 1974 Security of Employwment Act allows temporary
employmenty that is, for s fixed period or fer a particular task.
We speculate thet pclicy emphasis on employment secuyrity has
created employer incentives tc hire part period workers because
these hirings can be defined wore readily as terporarys In
addition, leaves <¢f absence for child care and education have
grown rapidly since the early 1970s creating s need for temporary
WOrkKer S, This implies an Increasing probability of  job
separation for younger werkers who ere mest  likely to accept
theses types of empplovment. The growing importance of a part
pericd market, in cecnijunction with institutional changes that

protect existing jobs, may create an increasing segment of the
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labor force characterized by short job tenure, few copportunities
for firm and occcupaticnal specific skillsy and hich levels of
inter labor force mobilitve In shorts the Swedish labor market

may become “JapanizedV, that is, segmented intc very long tenured

and tempCrary worker groupse.

Ve changes in the Swedish pabor Market Over Tipe

Unemployment rates for the period 1963=1981 broken down by

age and sex appear in appendix A, table 1« The patterns observed

are familiar, although the levels appear lTow by UeSe
comparisons, In 1981, the augredete unemplovrent rate for men

was only 2.4 percent, Nevertheless vouth unemployment was high:
young men 16219 vyears old reported a rate of 8.2 percent, and
young women (16=19) had a rate of 10.% percent. fver the pericd
1963=1981, unempleyrent rates of youths 16=19 relative to men
35244 ranged from a low cf 362 to a high ¢f 7.78 for mwales and
from 4.46 to 11.€3 for females. Female rates have been on
average 35 percent higher than male rates, ranging from a reverse

saX differential of «96 to a high of 2.425.

Some demographic aroups exhibit trends in their unewplovment
rates. Briefly, it appears that rates of youths 16%19 and 20=24
vears old have risen., adult rates, especially those for the age

agroups 3% and cldery reveal nos or a8 slight downward, trand.

To e#stimate the size and direction of the time trend,
relative and absolute group unemployment rates were regressed on

time using a vgeneralized least squares model that corrected for

i
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first order autoccrrelation in the residuals., The iterative
precess was limited to a two=sStadge procedure. The unexployment
rate of males 3%=44 vyesrs old was used to control for eyelical
variaticn over times. The coefficients on the trend term faor
relative unemplovment rates appear in panel A of table 1, columwn
1. The results show that unempioyment rates of vouths 16«19  and
20224 relative to males 35=44 rose; the increase was largest fer
teenagers. [N contrast, relative rates for aroups 2% vears and
clder either Tell cr remained roughly the same. Panel By calumn
1, indicates that the absclute unemployment rate of vouths 16=19
and 20=24 rose duyring the period, huaing colder labor feorce
participants freguently exhibited decreases in absclute rates.

Cne exception was wcmen aged 58=64,

The increase in youth ratees and decrease in ferale rates For

groups 25 and older occurred during a period of decreasing youth

cohort size and sharply increasing ferale labor force
participation, 1f relative wages are not adijuystable (for

examples because of wage solidarity) thern gn increase (decrease)
in a groupts relative supply should cause an increase (decrease)
in its unemployment rate, Thus inclusicn of each group's
relative labor force share in the reqgressicons should Increase the
time trend coefficient for vouths and decrease it for women,
cther things constant, Colurn 2 of table 1 shows the estimated
coefficient on the time trend when the group's relative labor
force share s included in the regressions. When the dependent
variable is the relative unemployment rate, absclutely smaller

coefficients for females over 2% vears are observed. When the
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dependent wvariable 1s the absclute wunemployment rate, the
coefficient on tiwme become larger or wore significant for
teenagers, but little change {s observed for the other groups,
The major findings appear wunaffected: (1) youth unemployment
rates, both absolute and relative, have increased over times (21

rates for groups 2% vyears and older have (ncreased sliochtliv or

sctually declined over time.

We examine next varicus under lving conbenents cf
unemployment, Laycff, quit and new hire rates are available for

warkers in mining and manufacturing. As expecteds, monthly Javoff
rates dropped sharply cver the business trcughy, from an average
of 026 In 1971 to 0,17 in 1976, and quit rates fell during
nopn=recession vyears froxw 2,92 in 1970 to 1.88 in 1980 (table 2,
cole 1=2)e New hires also declined sharply in these sape vears,
consistent with the hypothesis that firns were reluctant to take

cn new workers given hicher fixed costs (cols 3.

=

Eijorklund decomposed the unemplovment rate for different
demographic «groups inte freguency of spells and completed spells
ct unemp loyment duration using gross flow data from the monthly
Labor Force Surveys (AKU) .12 He finds that duration increased and
the frecuency of spells decreased for all age and sex groups
between 1965 and 1980. Comparing recession years 1966 and 1976
or peak years 1968 and 1974, we note that duratien increased

relatively more for the voung and the old as predicted (cole @),

Howeyer in the late 19708, duration for the vyoung stabilized.



Table 1

TRENDS IN GROUP UNEMPLOYMENT RATES
RELATIVE TO MALES 35-44, 1963-1981

Panel A
Group (D (2) (H (2)
Men 16-19 .152%  ,085% Women 16-19 .132 .135%
- 20-24 044 .051% - 20-24  .025 .045
25-34 .005  -.000 25-34  -.069  —.054%
35-44 - - 35-44  -.094  -.0l4
45-54  -.040%  .008% : 45-54  -.041% 011
55-64  -.052 .023% 55-64 .019 .012
65-74  -.057% —.013 65-74  -.098  -.033
TRENDS IN GROUP UNEMPLOYMENT RATES, 1963-1931
Panel B
Group (D (2) (1) (2)
Men 16-19 .192% L274% ‘ Women 16-19 .232% .366%
20-24 .082%  ,075% ©20-24 .090%  ,063%
25-34 .015 .018 25-34  -.010  -.054
35-44 - - : ‘ 35-44  -.023%  —,024%
45-54  -.015%  —.013% 45-54  —.017%  -,015%
55-64  -.011 .067% 55-64 .046%  ,053%
65-74  —.266%  —.,247 65-74  -.060  -.123

* Coefficient significantly different from zero at a .05 level of significance,
one tail test.

Col. (1) =« dicient of the time trend term from the regression (Ug/Um35_44) =

+ t

By T By Unas-as *Bo

Gol (2) coefficient of the time trend term from the regression (Ug/U

m35-44) =
By + BiUnss_gs + Bot + B4(La/L)
where

Ug = group unemployment rate

t = time trend, equals 1 in 1963

Lg/L = proportion of the labor force belonging to group g.
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TRENDS OVER TIME IN THE SWEDISH LABOR MARKET

Mining and Manufacturinga Completedb Percent of theC Percent of Un—d Recession Year
Year Layoff Quit New Hire Duration Unemployed 1l6- employment Due to l=recession year

Rate Rate Rate per Spell 24 years old Job Undertaken

16-24 25-54 55-64 Completed

€9) (2) (3) (4) (3) 6) @
1966 - - - 3.7 5.9 10.8 34.2 - 0
1967 - - - 7.1 9.1 7.5 35.1 - 1
1968 - - - 5.9 11.2 14.8 33.6 - 1
1969 .24 2.94 3.78 4.8 7.0 30.5 32.9 - 0
1970 .24 2.92 3.47 5.5 6.5 13.4 24.2 - 0
1971 .36 2.09 2.29 8.5 12.3  21.1 34.9 - 1
1972 .30 1.86 2.46 11.3 16.8 35.6 35.6 - 1
1973 .22 1.94 2.67 10.6 16.5 24.6 35.4 - 0
1974 .16 2.20 2.97 8.1 9.7 26.1 37.2 - 0
1975 .15 1.95 2.19 8.7 10.9 13.7 38.6 .26 0
1976 .12 1.80 1.87 10.2  11.8  30.0 39.1 .27 1
1977 .15 1.51 1.30 9.7 15.3  20.0 40.5 : .31 1
1978 .16 1.29 1.44 8.9 13.7  23.5 40.3 . .31 1
1979 .17 1.72 2.16 9.9 12,2 32.5 39.5 .34 0
1980 .11 1.88 2.12 9.8 12.2 35.0 42.0 .35 0
aMonthly rates per 100 workers, Swedish mining and manufacturing. Unpublished data from National Statistical

Board of Sweden (SCB) were provided by Bertil Holmlund.

bA. Bjorklund, Studies din the Dynamics of Unemployment, 2:30.

“Labor Force Surveys (AKU), annual averages, unemployed youths 16-24 years of age as percent of all unemployed
16-74 years of age.

dLabor Force Surveys (AKU), annual averages.



Page 15

A policy airmed at maintainine existing jobs should affect
hegatively nhew labeor force participants. Trends over time are
consistent with that expectation. In 1966, thirty=four percent
cf the unemployed were 16=24 vears oldd by 198C this figure had
risen to 42 percent {col. i The woung account for an
increasing share of total unemployment, although they reoresent a

decreasing share of the pcopulation i3

Some evidence is available as te the growing importance cof
the part period market in Sweden. Temporary jobs, which are
exempt from the employment security laws, represent an increasing
proportion of AMS vacancy listings. The AMS repcrts that between
25 and 50 percent of all wvacancies are jobs with Tlimited
durationel® From 197% and ons the reason for unempleoyment is
available in  Sweden, Unemployment due to  ¥job undertaken
comp leted" increased absolutely between 1975 and 1980, and
contributed to alwost 325 parcent of total unemployment in 1980
{col. 65, Bjorklund has shown that the increase is due to the
frequency componenty indicating that those demographic groups
holding temporary jobs experience higher separation, and thus,

higher unemploymwent probabilities,1®

Ve The Structure of Unemployment: 1967 = 1973

The Level of Living Investigation (LLI)y conducted by the
Swedish Institute for Social Researchy was used to examine the
structure of unemplcyment in 1967 and 1973, the earliest period

in which labor market pclicy began to change.lé The first survey



—
faw
y
5
{
sy
o
3

in 1968 convained 6616 Tadividuels rencing in ase from 14 to 75,

Is!

Llmost 90 percent  of  the sarples was reinterviawed in 1974 and

{ 4

rouchly 800 new respondents were adoed to reflect chances in the

/i

wedish population. Infermation on lebor forcs statusy personal

characteristics and jcb ra2lated cste is aveilable for each survey

weelk , In additicn, retrospective informaticn is provided on the
individualts activities fcr the <calendar yeer oreceeding the

interviews Thus,y it is pcssible to calculete the nurmber of weeks

each individual spent emploved, unemplcovyed and cut ¢f the lIsbor

force in a fifty twe week pericd.

pon
-
3
)
&
<
%
[}
0.
&)
[¥
o
-~
oo
o]
[o%

An individuzal's unemployment rate du

as the ratio of weeks unesploved to weeks in the labor forces

(1) . ul

A simple average of the individual unemplovement rates weasures
the group rate if each persch spends the same number of weeks in
the labor force. Fecause labor force particization does vary, a
welighted averaege is nacessary, the weicht being the nurber cf
weeks spent in the labor force, %lf by the ith indivicduals. The

group rate is defined as?



LW, W,
. i 1 ui 5
() W, . . W
T - i 1 wi N i
- SO W,, L
5w, T L u
o 1i i
1
N is the number c¢f perscns unerplovyed scowe
periods, and L is the number in the lebor force
the period. R/L ts the incidence of un
probability of ever exveriencine unemp

Huequals the averece fraction

by

the unemp]

time du
some ti

employnment

Paage 17
ring the

me during

cr the

of the

period

spent

in unerplo

ovedsy

Qlis the

average

spent in

serveas

a

structure of unerplcocvment

™

is P

the 1

) an

ab

or

index of non=particicvetion.

rimarily respcnshbile

force

el

is

for

by participant

essential

€

ghserved

fracticn

Se Tha
In
tCc asse

croug

of the
reciproc
formation

which

loyment durince the periods

yment

time period

3l of W
about the

component

Table 32 provides decompesitions of unerployment for 1967 and

for 1972

sample

oy

ageys sex

and

education

is restricted tec respondents who

Groups.

are 16

the beginning of each periond beinc examined,

self empl
examine

Cverall,

respect to age.l7 The decline

primarily because

sharply

oyed

first

werkers

and

farmers

zlweys

the structure c¢f unemployment

unemp loyrrent rates

for

incidence decre

exhibit
in

ases;

older

workers.

a

) sh

rates cver the

duration

In this s
to 64 vea
Full time

are exclu

)

fn d

soint

<

o3

aved patt
life cyc

actual

tUdY, the

rs old at
students,
ded,

in time.
ern with
le occurs

ly rises

Statistics from the monthly Labcer

Force Surveys show

mene.

In the

LLT,

however,

higher unemployment

higher

rates for

wWomen

than

for

female rates are observed only



Page 18

in 1973.18 In generals wewen Spend more time in unepplovyfent and
less time in market activities than mwen., Schooling reduces
unemp toyment for both men and women. Rates fall hy over 60
percent in 1967 for respondents with a secondary ©r university
education.l? This decrease is primerily sexplained by lower

incidence in 1967, and by sheorter duration in 1973,

S

The period 1967=68 parks a recession in Swedens, while 1973
reflects the upswing of the business cycle, #jorklund
demonstrates that increases in Swedish unemplovment rates during

husiness downturns are due primarily to increasing duration of

£

unemp loyments there is very little pattern between the inflo
component of unemployment and the business cycles20 Therefore,
the expected effect of the busiress cycle in 1972 s to reduce
the unemployment rate and duration. Table 3 reveals important

modifications in the structure of unemployrent between 1967 and

3]

£

1973y particularly over the 1ife cycle, nDespite the busintess

cycle upswings aggregate unemployment rates for men increased
slightly during this pericdy reflecting longer duraticns but a
reduced risk of becoming unemploved., This i35 consistent with the
implications of labor wmwarket policy and provides additional
evidence that the structure of uhempleoyment was altered. Greater
shifts occured within age groups. Unemployment rates for vyouna
men increased by 79 percenty due to a 42 percent increase in
incidence, a 26 percent lencthening in duration and an e leven
percent increase in noneparticipation. In contrast, rates fTor
nale workers 25 wyears and older fell or remained constant,

because of substantial declines in incidence that offset the



Table 3

DECOMPOSITION OF THE UNEMPLOYMENT RATE
MEN, LLY 1967 AND 1973

N - 1
v 2 My =
1
1967
All .020 072 265 1.04
n (1900)
By Age
16-24 026 .113 200 1.13
n (363)
25~-44 .016 061 249 1.02
n (816)
45-64 .022 .062 342 1.02
n (721)
By Educ.
Primary .022 .082 264 1.03
n a (1453)
Secondary .010 036 274 1.06
n aa7)
1973
All 022 .068 307 1.06
n (1809)
By Age
16-24 .056 172 «259 1.26
n (308)
25-44 016 .052 291 1.02
n (877)
45-64 017 .038 442 1.03
n (624)
By Educ,
Primary .024 067 .346 1.04
n a (1117)
Secondary .019 .069 246 1.09
n (692)

aSecondary and university.
Because of small sample sizes, precision is much lower than in the regular
monthly Labor Force Surveys (AKU).



Table 3 - continued

WOMEN, 1LI 1967 AND 1973

U -~ W 1
u o
wl
1967
All .015 .037 +339 1.17
n (1375)
By Age
16-24 .015 .048 266 1.19
n (332)
25-44. .016 .035 .383 1.19
n (547)
4564 .013 .032 361 1.13
n (496)
By Educ.
Primary 017 042 +349 1.18
n . (953)
Secondary 009 .026 304 1.15
n (422) 1973
All .030 .074 362 1.14
n (1576)
By Age
16-24 .052 .161 264 1.22
n (310)
2444 .020 051 .351 1.13
n (753)
45~64 .033 055 .553 1.09
n (513)
By Educ.
Primary .033 ,080 481 1.11
n a (923)
Secondary .020 .064 264 1.17

n (653)




Page 19

incraases in  duration, hagrecgate female rates in the LLI rose
between 1967 and 1973, driven by sharply higher unesployment
probabilities. Much of the increase was attributable to rising
youth rates, but wecren 25 vears and older alsc experijenced
greater unemployment difficulties.?2l The higher rate for women 16
w 44 years of aqge was due to a higher unerplovment probability
since their duraticn remained stable, Women aged 6% = 64 faced
Ionger duration as well as greater risk, The increase in
incidence for youths and women is consistent with the hypothesis
that temporary jobs were of growing importance §in the Swedish

labor market.

Resylts from the LLI demeonstrate that the structure cof
unemployment in  Sweden was substantially altered in the late
1960s and early 197Cs. Prime age and clder wen, who are more
likely to have ichs and to receive gdvance notice of layoffs,
experienced lower unsmployment probabilites,. within these two
groupss however, the welfare burden of unemployment became more
inequitabley, since fewer wen experienced longer periods cf
unemp loyment, Groups with less labor market experience, youths
and womens suffered hicher unemployment rates and asccounted for a
larger and disporportionate share of total unemployment in 1972
compared to 1967, Much of the detericration in the youth
position arose from an increase in the unesmployment probability
and not from lendthening duraticns. Althoudgh unemployment rates
have risen in most industrialized countries, the experience of
Sweden appears unique. Swedish vyouth rates grew relative to

adult rates between 19867 and 19738 (1} because vouth rates
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tutely, and  (2) hecause acult unerployment

increased  abso
cdecreascd  or remained stable, due  to  labor market policies.
Althouagh adult unerplcoyrent is expaected to decresse  cguring the

1972 business upswinag, we note that edult rates fell even lower

during the 1975278 raecession.2?

VI Components of Unsmpleoyment Incidence

In Sweden, unenmployment incidence cccurs primarily in  the
context of labor force turncover,; breadly defined to include both
intra and inter lsbor ferce mebility.23 That Iss unesplovment
arises as workers separate fror jobs or as job seckers enter the

i

labor force. Thus we can define incidence,

N L 1-1
, e N e 0
(3] PO = L N L. P(Ue) 1-u
e e 0

where He/le equels unemplcyment inciderce in  the MexpsriencedV
labor force i.e.5 not racent entrantsy M and L ecual the total
number cf perscons ever unemployed and ever in the labor force
respectively; 1y equals the propertion cf the labor force who
are recent entrants and Uy equals the proportion cf unemployed

who are entrants or reentrants. Unemployrment incidence in the

experienced labor fcrce ca2n then be decompesed into
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(4) PlUe) = P(S) o PLU/S)

whera P(S) equals the probability of ever sepasrating from s  job
in a given time period, and P(U/S) is the probability of entering

unemp leyment gliven a separation,

We first examine entry and reentry unemployment. The Labor
Force Surveys proyvide data on the reascn for unemployment from
1975, Contrary to expectstions, the proportion of uynesplovyment
attributable to entrants and reentrants decreassed for men and
women (table 4, panel A). However the proportion of the labor
force aged 16 = 19y @ rough esstimate of 10, also declined duyring
this period, possibly reflecting the severe business cycle
dowpturn In  197% = 78, Decompeositions of unemployrent into
inflow and duration by reason show ne increase in entry and
reentry duration as predicted, but of course we do not have
comparisons for the late 1960s5.24 Althcugh the share of entry and
reentry unemployment did not increese between 1975 and 1981, the
young account for an increasing propertion of the unemploved over
time (see table 2}« UOpe interpretstion is that the vouth problem
is one of obtaining a permanent job &s oppoesed to a temporary one

upon entry into the labor force and not an entry problem per se.

Using the LLIy we estimated the components of unpemployment
incidence (equaticn 3}, Persons with less than a vear's work
experience in the 1968 and 1974 survey weeks were catecgorized as

recent entrants or reentrants in the preceeding calendar vear and
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those with at least a vear's work experience ars described as

experienced,

Twe findings emerge from Table 4. Firsty, unenployment
incidence has increased feor vyouths and weren {16=44) largely
becayse incidence has (ncreased amond those with Scme work
experiences Second, a compariscn of the fraction of the
unemp loyed (16=24) who are entrants with the fraction of the
lTabor force {16=24) who @re entrants shows that unemployment was

not disproportionately shifted towards new voung entrants.

Informgtion on the number of jobs held in the preceading
year and a half s available in the LL1 for the sample of
employed persons in each survey week. The probability of &  job
separations job mehility and inter labor force mebility was
estimated for experienced workers from this infermation and
ad justed to a yearly probability.25 Jecb separation rates for both
wale and female vyouths are high! roughly 16 percent cf vyoung
workers separated In 1987 while & to & percent of workers 45
years and older were mobile {(table %5, cole 11}, The separation
probability fell slightly or remained roughly constant between
1967 and 1973 only for older (4% = 5y workers, Significant
increased in the oprobability of & separation occured for young
wen and for women aded 16 = 24 and 25 = 44, Much of this
increase reflects a8 sharp rise in inter lTabor force mobility,
although job mebility alsc rese (columns 2 and 3). The increase
in inter labor force mobility suggests that reentry upenployment

among those with sore labor force experience increased in the



TABLE 4

Panel A
Proportion of Unemployment Due to Entry and Reentry, AKU
. Year Men Women Men Women
1975 . 287 .435 1579 .242 .351
1976 .259 419 1980 .239 .349
1977 .266 .388 1981 .221 .330
1978 .226 .360
Annual Averages from the Labor Force Surveys
Panel B
Components of the Incidence of Unemployment
By Age and Sex, LLI
1967 1973
Men P<Ue> Uo lo P(Ue) Uo v lo
16-24 .101 .195 .102 . 148 .250 134
25-44 .059 .060 .026 L044 .178 016
45-65 .053 .178 - .036 .026 - .318 .048
Total .064 .140 044 .054 .235 .048
n (1900) (1781)
Women
16-24 .045 .250 .211 .157 .184 .162
2544 .030 .263 .163 .049 .158 .107
45-64 .028 2250 .137 ,025 .630 <124
Total .033 .255 .165 .060 .280 .123
n (1375) (1547)
P(Ue) = 4incidence among experienced workers. See text.
U = fraction of the unemployed in the year who are recent entrants

or reentrants

fraction of the labor force who are recent entrants or reentrants

o
I



Table 5

INTER AND INTRA LABOR FORCE MOBILITY AMONG EXPERIENCED
WORKERS

Probability of:
Unemployment
Separation Inter Labor Job given
Force Mobility  Mobility Job Mobility

1967
Men

16-24 .166 .065 .101 .222
25-44 .103 .018 .085 .172
45-64 .060 .012 .048 .196
All .098 .024 .074 .190
n (1658)

Women

16-24 .164 .048 .116 114
25-44, .073 .032 . 040 .040
45-64 .050 .025 .025 .133
All .086 .034 .052 .095
n (1072)

1973

Men

16-24 .328 .177 .151 .237
25-44 .115 .024 .091 .175
45-64 .053 .007 . 046 . 250
All .127 .042 .085 .207
n (1676)

Women

16-24 .317 .209 .108 .150
25-44 .156 .059 .097 .198
45-64 .051 .015 .036 .167
All .151 .072 .079 .181

n (1347)
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early 1970s, possibly in associstion with the growth of temporary
jobse These figures may aslso reflect improved job opportunities

and hicher quite rates in 1973.

The probability of employment dgiven job mebility was
estimated using the calendar vear 1967 or 1973 unemployment
information. It serves as our estimate of P(U/S) in expressicn
(%) These estimates exclude temperary lavoffs or seasehal
unemployment in which the worker did not separate from the  joby
as well as entry or reentry unemployment. The advance notice ¢f
layoffs introduced in 1971 ipplies a decrease in the pP(u/s5) for
clder workers, It is nct observed in the data. For all age and
sex groupss the preobability of unemplcyment qgiven job mobiligy
rose  in 1973 These results suggest that the probability of
finding a job wvacancys which is reflected in the PLU/S),
sufficiently declined in this periocd to offsset the effects of an

increased notice period.26

Note that unemployment incidence among the experienced labor

force declines cver the life cvcle for both men and women largely

because separation probabilities fall. The age*separation
patterns are negative and convexe. ks estimated by the

probability of unemployrent given job pobility, the prechability
cf unemployment given a separation is not responsiblie for the
life cycle pattern cf unewmployment incidence .27 Facters impcrtant
in creating differentials across people in the probability of
separating will also be important in creating unemployment

differentials.
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VII. Ueterminants ¢f the probability of Unemployment in the

{ress Section

Before analyzing changes in the deterwminants of unenployment
over time, wWe study those factors responsible for age
differentials jn the c¢ress section., FPFrevicus studies in  labor
pobility and unemployment have analyzed the role of job tenure
and labor market experiencs.28 Experiences which reflects growth
of both general and specific worker skills, need not reduce the
separation prebability 1f the acquired skills are mostly
generale29 As workers successfully "match=up" with empleyers and
then begin te accumuiate specific capital, separaticn
probabilities decline sharply and then at & decreasing rate with
lengthening job tenure. The accumulation of job specific skills
creates differences between workers produyctivity in the current
and alternative jobs, which exceed differences between current
wages and wages in other jobs, if investment costs are shared.
These productivity and wage differences redyce the incentive for

separation on the part of both firm and worker,

We examine first the relationship between tenure and
incidence over the 1ife cvele, Table & provides estimates of the
probability of ever being unemployed in 1969 = 74 by age and
tenure Jevels for labor force participaents in survey week 1968.30
In geperal, the prebability of unemployrent declines as  job
tanure lengthens, The decrease is initially very steep and then
dece lerates as workers cotplete their fourth and fifth vears on

the job., For mwen, differences in the unemployment probability by



Table 6

THE PROBABILITY OF EVER BEING UNEMPLOYED 1969-74
. BY TENURE 1968

Age Men Women
Tenure 16-24 25-44  45-64 Total '16-24 2544 45-64 Total
0-1 .325 .292 418 .329 .250  .200 . 105 .203
2-3 .196 . 143 . 200 .165 L1182 .129 .122 .142
4—5 .119 .067 .160 .098 .000 .167 . 189 .148
6-7 .200 .060 . 100 .093 .125  .000 . 107 061
8~ .000 .075 067 .064 .000 .125 L111 L1114
10-14 - .093 .045 .077 - .059 .026 042
15-19 - .000 .051 031 - . 000 .095 .050
20-24 - .000 .038 .025 - . 000 .056 .030
25-29 - .143 .053 .067 - .000 . 000 . 000
30+ ~ . 000 .066 .062 - - .077 .077
Total . 240 .125 .122 147 194 121 .102 .130

Number of
Observations (246) (601) (400) (1247) (265) (356) (254) (775)
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age are relatively spall at given tenure levels, Short tenure
appears to be & critical deterwminant of bhigh unemployment
probabilities among males, regardless of their age. Soire  aging

effects within tenure levals are exhibited by women.

The effects of work experience, Jjob tenure, personal
attributes and job related characteristics on the probability of
ever being unerployed in 1969 =« 74 were eXamined using a logit
model (table 8}, Characteristics were measured for labor force
participants as of the 1948 survey week, Variable definiticons
appear in table 7 and sapple means sre presented in the appendix,
For both men and women, experience 1Is significantly and
negatively related to the unemployment prebabilitye This
reflects the declining and convex age=separation profile observed
in table 5, For men, once tenure s introduced into the
equation, the experience coefficients are sharply reduced and
enly borderline significant {col. 23, Tenure effects are twice
8 large as experience effects and highly stgnificant,
demonstrating that unemployment declines with age and experience
targely because of lenathening tenure. Kates of unemployment are
high among male vyouths becauses, &s new and recent labor market
entrantss they constitute the largest propertion of workers with
short tenure and few firm specific skills, These findings are
not peculiar to Swedish  labor markets, Similar but stronger
results are chserved fer Apmerican men in panel €Co Parallel
regqressicons for women reveal much stronger experience effects

given tenure. The tenure coefficients are stanificant but less

than half the size cf that observed for wen. The resylts suggest
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that women receive less training than men, and a smaller specific
compoenent.21l Lengthening experience may reduce the probablity cof
unemp loyment for women because it is correlated with lower levels
cf inter laber fcrce mwobilitys Such an interpretation s
supperted by the decline in non=participetion with age observed

in table 3.

Additional infermaticn on local laber market conditions,
perscnal and job related characteristics appear in the third
regressions panels A& and B Fducation has a negative and
sianificant effect for mens This way Cccur because there is a

positive correlaticn between general and specific training,
hecause the better educated are mere efficient in search, or
because they are more likely te obtain permanent as o©Opposed to
tempeorary jobs, No  schooling effect is observed for women,
Livinag in a high unemployment region (ULAN)Y increases the
individual's probability of unemployment, holdinag cther factors
constant. Health problemrs increasses the individual's probability
of unenpp loyment, holding cther factors constant. Health problems
increase unemployment for men, but not for women, possibly
because the latter are wore likely te work part time or because
women are more likely to avail themselves of sick leaves. There
is no significant effect ¢f iwmigrant status. The public sector
variable has a significant effect in the 1969 = 74 period for
bhoth men and womens Moreover it is the larcgest and most
significant negative correlate of female upemployment incidence.

The projected decrease in  the rate of growth of public sector

jobs in Sweden suggests higher agoregate unemplovment rates in



Variable

EXP

TEN

EDUC

ULAN

IMMIG

HEALTH

MARRY

PART

GOV

UNION

OLF

INC

COMP

SPINC

Table 7

REGRESSION VARIABLES

Definition

Years of Work

Duration in years of job held (or last job held in
survey week 1968

Years of full time schooling

Unemployment rate for labor market of current
residence, based on 25 regions.

1 if both parents were of foreign nationality when
respondent was born

1 if respondent reported poor health; based on a sum
of symptoms index

1 if married or living together

1 if 34 hour workweek or less

1 if public employee

1 if union member

1 if incidence of non-participation in prior period;
for 1967 and 1973 measured concurrently

1 if incidence of unemployment in prior period

1 if unemployment benefits were feceived

Spouse's income per year in hundreds of Swedich krona



Table 8

THE DETERMINANTS OF THE PROBABILITY OF EVER BEING UNEMPLOYED

1969-1974
Penel A Panel B Panel C
Men Women American Men®
B B B B B B B 8 B B
Variable €] (2) 3 (4) €9 (2> (3 (4) (€9) (2)
CONSTANT ~.104 -.084 .067 .022 ~-.086 -.080 -.020 -.053 .162 172
EXP68 ~.013%% ~,004 -.008% -.008% -.017% =.013%% - Ql4%% -~ 013%%  ~ 006%* -.002
(4.58) (1.39) (2.26) (2.05) (4.46) (3.14) (3.13) (2.59) (2.70) { .90)
SQEXP68 .0002%% . ,0001=* .0002% .0002%* .0003%* L.0002%% .0002%% .0002%% .001% -.000
(3.64) (1.70) (2.18) (2.00) (2.97) (2.18) (2.13) (1.53) (1.80) { .80)
TENGS ~.028%% -, (027%%  — 021%% -.011% -,012% -.008 -.013%%
(7.24) (6.67) (4.98) (1.77) (1.87) (1.21) (4.30)
SQTEN68 .0005%% ,0005%%* .0004 .0003 .0003 .0002 .0003%%*
(4.99) (4.72) (3.42)%% (1.34) (1.43) (1.02) (2.80)
EDUC68 -.019%%  —,016%% -.007 -.007
(3.50) {(2.91) (1.25) (1.20)
ULANG68 L.021%% .012 .022%% L022%%
(2.53) (1.41) (2.40) (2.31)
IMMIGHS 043 .033 ~-.056 -.065
( .97) ( .69) ( .78) ( .87)
HEALTHG68 L172%% L 166%% -.036 -.048
(3.19) (2.96) .79 ¢ .99)
MARRY68 -.015 -.024 .037 .030
( .58) ( .87) (1.21) ( .95)
PART67 .039 .021 -.045 -.042
( .69) ( .34) (1.40) (1.28)
GOV68 -, 121%%  ~ 113%% - 166%% - 171%%
(3.09) (2.84) (5.17) (5.16)
UNIONGS .021 .019 .030 .030
( .79 ( .67) (1.07) ( .99)
OLF67 .011 011
( .33) ( .30
INC67 L207%% L 220%%
(6.03) (4.54)
- log
Likelihood 507.78 505.78 437.76 418.08 282.54 280.79 256.21 245,95

%pata are from the Michigan Income Dynamics.

p.246.
was used.

B=derivative at the mean for logit regressions.
Asymptotic t values are in parentheses.
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See L. Leighton and J. Mincer, "Labor Turnover and Youth Unemployment',

The dependent varisble is the probability of ever being unemployed in 1975-76. A linear probability model
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the future and possibly a detericration in the unewployment
position of woren, Part time hours {PART) and union membership
{UNTON) are not sianficantly correlated with unenployment

incidence measured cver the lonog run.

The respondent's past laber force participation behavior
(OLF)Y &and past unerploywent experience (INC) are used to reduce
bias in the regression coefficients which arises fror individual
differences in the propensity to  Separate or to enter
unemployment. Inclusion of these variables reduced the slope of
the tepure coefficlient, bhut tenure dependence does remain for
wmen, The high serial correlaticon of unemployment probabilities
is ncteworthy, but previous inter labor force mobility is not

correlated with future unemplovrent.

This secticn demonstrates that for wren, the unenployment
probability 1is reduced by the accumulation of specific skills.
Lengthening job tenure contributes significantly to declining
rates over the 1life cycles In contrast, for women, life cvycle

differentials are best explained by labor market experience.

VIl Changes in Labor Market vehavior and Characteristics

.

We test next whether there have been changes over time in
the determinants c¢f the orobability of wunemplovment, in the
duration of unemployment or in the characteristics of the Swedish
labor force that can account for rising youth unemployment. The

probability of unemployment for a1l labor force participants
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{including entrants and reentrants) in survey weeks 1968 and
1974, as well as in calendar vyears 1967 and 197%, was regressed
cn  similar sets of variables. The 1968 = 1974 and 1947 = 1973
regressions were tested for equality of all parameters, for
equivalence of the interceptsy for equivalence of all the

gression coefficients (excluding the intercept), and for

r

@

equality hetweeh selected regression coefficients.32 The
regressions under the alternative hypotheses appear in  appendix

By table 3. The computed test statistics appear in table 9,

The null hypothesis that the regressicns are equal and that
the regression coefficients are equal were rejected for 1968 and
1974, and for 1967 and 1972 and for both sexes, The regression
intercepts were not significantly different cver time. These
results provide additicnal evidence that there Wi s a
redistribution of unemployment among different kinds of people in

that late 1960s and early 1970s.

We tested for equality of the coefficients of the experience
terms. In two out of the four comparisons, experience effects
hecame signficantly larger (ahsclutely) over time. These results
suggest some deterioraticn in the relative positicons of youths,
holding other characteristics constant and are consistent with

the observed ifncrease in ule.

Informaticon on duration per spell is not available in  the
LLl. Instead, total weeks of unemployment in 1967 and 1973 were
regressed on experience and experience Sguared, education,

personal  characteristicsy part time emplovment, unemployment



Table ¢

CALCULATED TEST STATISTICS

Probability of Unemployment Duration of Unemployment
gyzﬁgiﬂi%, 1967-1973 1968-19732 1967-1973

4 y ‘ Men Women Men Women Men Women
desko Yo % dek ook
The regressions 36.267 % 51,447 17.027F 21.677 1.79 2.117"
Intercepts 0.16 1.56 1.22 2.66 1.42 4.57
Jeveste Jedeste % Jee e Sk

All coefficients 36.26 20.10 13.58 21.94 1.54 2.31

. 7’: L)
EXP and SQEXP 3.52 4.36 5.22° 2.48 0.32 1.64

The regressions under the alternative hypotheses appear in table 8 and 9.

aSurvey week

3
’Significant at a .10 level.
7L

‘Significant at a .05 level.

ket
Significant at a .01 level.

The hypothesis were tested using a X2 = (-2 logek) test statistic for the logit regressions (the probability

of unemployment) and an F test statistic for the OLS regressions (the duration of unemployment).
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compensation and annual income from the speouse. The regressions
‘under the alternative hypothesis appear ih appendix 8, table 4
and calculated F statistics appear in table 9. Althcough  the
results ﬁré of sowme Interest in themselves, we focus on whether
there have been siagnificant changes in the determinants of the

duraticn of unemployment cver time.

For men,s the null hypotheses that the regressions are equals
that the intercepts are equals and that the set of regression
parameters are equal were asccepted. For women, thess three null
hypotheses were rejecteds. There is no evidence of a
deterioration in the pesition of male or female youth in terms of

the experience ceoefficients.

Z

Important changes in the characteristics of the Swedish
labor force, as measured in the LLIy can be chserved in table 10,
panel A, Eﬁuﬁatibn levels and part time employment, defined as
less than 3% hours per weeks significantly rose for all age and
sex droups.34 At the Same time, work eXperience decreased within
the two youngsar age cohorts and the incidence of
non=participation rese primarily among the vyoung, strongly
suggesting that job tenure alsc decreased, Panel § of the table
shows direct evidence of changes in job tenure for workers in
survey weeks 1968 and 1974. Averacge length of tenure decreased
sltightly fer veung males, and rose for men 25 vears and older.

Homen showed increasing tenure levels, except for the middle aged

*

groupse.33 OFf particular interest is the significant increases in

the variance of tenyre feor vounu workers of both sexes, which
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strongly suggests segmentation of the work force inte those with

permanent and those with temporary jobs,.

IX Discussion

The 1970s was 8 decade that emphasized job Security in
Sweden, Althouch Swedish Tabor market policy succeeded in
reducing the apen, a8ggregate unemployment rate throughout this
pericd, the gquesticon muyst be asked, whether this sSucCcess was
achieved at the cost of increasing youth unemployment.
Furthermore, the increase in vyouth unemplovrent between 1967 and
1973 is understated because of the business cycle ubpswing and the
relative cohort decline. Analysis of trends and of micro data
indicate that even in the earliest period of policy shift,
significant changes occurred in the structure, distribution and
determinants of unemployment. We find that unemployment duration
has increased for all dewodraphic groups and incidence has
decreased for prime age and older males. Increasing incidence
amonyg youths and women is not attributable tec increasing
unemp loyment ampong New entrants, or to an increasing proportion
of new entrantse. Instead, higher incidence raeflects g higher
mrmbability cf unemployment associated with inter lasbor force
mobility among workers, Increasing job and labor force tuyrnover
among some groupsSs shortened averaged job tenure (and/or greater
variancels more job vacancies listed as temporarys and s greater
proportion of unemployment due to completion of a specific job

suggest the developrment ¢f a tepporary job market in Swedeno



ABSOLUTE DIFFERENCES IN SELECTED CHARACTERISTICS
BY SEX AND AGE

Table 10

Panel A
Men Women
1974~ 1973~ 1974~ 1973~
1968 1967 1968 1967
EXP -1.27% ~1.47% - .99% - .31
16-24 ~1.16% -1.13% - .67* - .54%
25-44 -1.57% -1.80% -1.38% - .66
45-64 .17 - .01 -1.08 .25
EDUC 1.11% 1.22% .80% .82%
16-24 1.46% 1.65% 1.18% 1.14%
25-44 1.15% C1.37% .78% .79%
45-64 .72 .65% . 54% .58%
PART .025% .015% L067% L048%
16-24 .083% .024 .042 .004
25-44 .019% .015 .032. .007
45-64 .014 014 .074% .088%
OLF .027% .049% .023 .003
16-24 L157% .189% .108 L113%
25-44 .025 .029% .022 - .025
45-64 .001 .021 - .005 - .026
* Significant at a 5 percent level or less in a two tail test.
Sample means appear in appendix table 1.
JOB TENURE FOR WORKERS AS OF THE SURVEY WEEK
Panel B
A Women
By Age 1968 1974 1968 1974
16-24 2.37 2.22 1.91 2.39
(2.36) (5.28) (1.77) (6.20)
25-44 7.01 7.40 5.52 5.41
(6.89) (8.31) (5.78) (6.04)
45~64 16.35 16.62 9.31 10.98
(12.83) (12.82) (8.90) (10.39)
Total 9.83 9.90 6.12 6.76
(10.73) (11.12) (7.19) (8.42)
Number of Observations 1732 1698 1153 1374

Standard deviations in parentheses.
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Many of the changes observed are consistent with the
hypothesis of higher fixed costs of workers, but we recounize
that direct tests of specific labor market programs are necessary
and that other factors besides labor market intervention might
create similar patterns of unemployments. Increasing female labor
force participation, rising educational levels, a declining rate
¢f economic growths and rising relative wages of vouths must be
considered in conjunction with shifts in labor market policy in

order to fully understand rising vouth unemplcyment in Sweden,
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Appendix A

DEFINITIONS OF UNEMPLOYMENT

Laber Force Surveys

The unemploved In Sweden consist of all persons between the
ages of 16 and 7% who were nct at work in the survey week, and
who were looking for work within the past &0 dayvssy or who were
on  temporary lavoff without payi or who were waiting to start a
new job within €0 davyss or who would have locked for work except
for being temporarily 111, 1Invalids, institutionalized persons
and unpaid family workers who worked less than 15 hours in the
syrvey week are excluded. The results are published monthly by
the tentral fureauy of Statistics {cnsy in
Arbetskraftsundersckningen {The Labor Force Surveys AKU}Y.
Ad justment in the Swedish figures for 1961=1976 by the Bureau cf
Labor Statistics te provide greater ccomparability with U,S.
figures resulted in a one=tenth of ohe percentage point change in

two of the 16 years.35

Persons who receive a wage payment while receiving on the
job  training or attending courses at the request of the emplover
are classified as emrploved in both the Swedish and the U.S,
labor force survey, Perscns receiving qovernment sponsored
training without wage payrent are considered not in  the labor
force in Sweden, but are generally classified as unemployed in

the U,8. The BLS estimated that designating all persons in
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swedish training and retraining programs as uynemploved would
raise the Swedish rate by 0.2 percentace points in 1961 by 0.1

percentaae peints and in 1972 by 0.4 percentage pointse3dé

The Level of Living Investigation

In both survey weeks, respondents were asked Ywhich of the
following catederies are relevant in & description of vour
employment circumstances, first last week and second during the
calendar vyear 1967 (1973)7Y" For each category checked off, the
respondent was then asked how many weeks were spenpt in  that
activity. Unempleyment for this study is based on the category
Ysearched or watied for work, was unemploved or on  temporary
layoff." A ccmpariscn of unemployment data from the labor force
surveys (AKU) and the LLI by 8jeorklund indicates that in 1947 and
1973, fewer people experienced unemployment in the LLI than in

the AKU, but duration was longer in the LLI.37
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Table 2

Employment rates by age group and sex for 1963 - 1981

Age group

16-19 20-24 25-34 35-44 45~54 55-64 65-74 16-74
Year MEN
1963 60.6 79.5 94,5 96.4 95.5 87.9 42.5 84.1
1964 59.6 79.4 94.2 95.9 95.7 87.5 38.5 83.2
1965 61.0 78.9 95.0 96.4 95.4 87.6 37.0 83.2
1966 57.4 77.5 94,4 96.7 95.1 87.2 34.5 82.3
1967 51.3 75.9 92.8 95.6 94.3 87.2 33.2 80.8
1968 52.3 75.3 92.5 94 .4 93.5 86.7 32.2 80.2
1969 52.0 75.8 93.0 95.1 93.5 84.7 29.8 79.8
1970 50.9 75.1 92.5 95.7 93.9 84.1 28.1 79.5
1971 49.9 73.2 92.0 94.1 93.5 82.8 26.4 78.4
1972 49.4 73.4 91.3 93.5 92.9 81.6 25.0 77.7
1973 50.6 75.1 91.9 - 93.7 93.1 81.0 23.1 77.7
1974 54.1 78.5 92.8 94.9 93.0 80.4 21.5 78.3
1975 56.5 80.9 93.9 96.0 93.5 80.7 19.1 78.9
1976 57.0 81.3 94.5 96.3 94.0 80.2 14.7 78.5
1977 53.6 80.9 93.8 95.8 93.9 78.8 12.9 77.4
1978 51.1 79.3 93.0 895.3 93.6 77.6 13.7 76.6
1979 52.5 80.7 92.9 95.8 94.0 77.8 14.0 77.0
1980 51.8 81.6 93.4 95.8 93.8 77.5 14.2 77.0
1981 45.3 79.5 92.1 95.3 92.6 76.4 13.0 75.4
Year WOMEN
1963 56.8 63.3 53.8 55.2 56.6 39.5 10.9 48.3
1964 55.9 64.4 50.8 55.7 57.0 39.8 9.8 47.9
1965 54.6 61.8 52.8 56.5 56.1 38.9 11.5 47.9
1966 52.0 63.0 51.1 58.2 59.2 41.9 10.2 48.6
1967 48.0 60.3 50.3 61.0 58.3 42.7 8.0 48.0
1968 50.5 61.7 54.6 62.3 59.5 42.4 9.1 49.4
1969  47.9 62.5 57.4 63.8 60.7 43.8 9.9 50.5
1970 48.3 63.7 59.5 66.6 64.4 44.0 8.5 51.9
1971 47.5 63.3 61.0 68.6 66.6 43.6 7.8 52.5
1972 46.1 64.7 61.8 69.9 67.9 44,5 7.7 53.1
1973 45.8 64.4 63.3 70.3 69.8 45.2 7.2 53.6
1974  49.1 68.3 66.6 73.1 71.8 46.7 6.1 55.7
1975 52.2 71.1 70.0 76.4 74.3 48,9 5.9 58.0
1976 53.4 72.9 71.5 77.7 75.7 49.4 5.8 58.8
1977 51.5 74.4 73.5 78.9 77.4 50.9 4.8 59.8
1978 50.7 74.2 75.1 80.5 79.2 52.3 4.3 60.7
1979 52.0 76.9 77.3 81.9 80.9 53.3 4.0 62.0
1980 50.9 78.4 79.5 83.5 82.2 54.4 3.7 63.1
1981  44.8 78.8 81.4 85.1 83.4 56.5 4.0 63.9

L]
Source: " AKU Arsmedeltal', Yearly averages of labor force participation, National
Statistical Board of Sweden (SCB).
Employed

Employment rate = Population



Table 1
SAMPLE MEANS

Variable 1969-1974 1967 1968% 1973 1974%

Men Women Men Women Men Women Men Women Men Women
EXP 19.88 14.05 21.11 12.23 22.01 14.64 19.64 11.92 20.74 13.65
SQEXP 561.22 304.86 652.13 290.80 685.48 349.41  591.63  268.48  628.55  306.87
TEN 8.90 5.93 - - - - - - - -
SQTEN 171.58 81.41 - - - - - - - -
EDUC 8.94 8.89 8.63 8.64 8.74 8.66 9.85 S.46 9.85 9.46
ULAN 2.18 2.15 - - 2.19 2.15 - - 1.98 1.93
IMMIG .05 .05 .08 .08 .06 .05 .12 .12 .12 .13
HEALTH .02 .09 .10 .13 .03 .09 .03 .09 .03 .09
"MARRY .71 .65 .71 .65 .72 .61 74 .74 .73 .72
PART .03 .38 .04 .39 .04 .37 .05 b4 .06 .43
GOV .22 46 - - .21 .43 - - .24 L46
UNION .80 .61 - e : .79 .57 - - - .81 .64
OLF .11 .19 .09 .25 L1l .21 .14 .25 .13 .23
INC .06 .04 - - .07 .05 - - .07 .08
P(U) 147 <130 .072 .037 .030 .016 .067 .074 .023 .027
Number of
Observations 1247 775 1900 1375 1785 1172 1781 1547 1753 1451

aSurvey Week



THE DETERMINANTS OF THE PROBABILITY OF UNEMPLOYMENT

Men Women
1968 1974 1967 1973 1968% 19742 1967 1973
8 5 8 B B B B 8
. Variable (1) (2) 3 (&) (1) (2) (3) (4)
CONSTANT .090 -.037 .021 .002 .007 -.050 .057 ~.040
EXP -.015%%  — Q17%% - 003% ~.007 %% -.009%x -.023%% -~ Q04%* ~.006%%
(8.23) (5.65) (1.97) (4.22) (4.24) (6.66) (2.66) (2.36)
SQEXP .0002%%  ,0003%%  ,000 .000 1% .0002%% .0004%% 0001%x .000
(7.29) (4.86) ( .24) (2.68) (3.59) (5.95) (2.01) ( .12)
EDUC ~.013%%  —.006%%  -,021%% - (08 ~.004% .001 ~.004% ~.007%
(4.77) (3.02) (5.55) (3.51) (1.84) ¢ .71) (1.71) (2.80)
IMMIG -.002 .001 .012 .004 .027% -.024 .017 -.018
( .090)  ( .105) ( .57) ( .22) (2.14) (1.37) (1.06) ( .80)
HEALTH .055%% .002 . 040% .008 .016 .021 .035%% .037%
(3.10) ( .009) (2.40) ( .27) (1.64) (1.32) (2.94) (1.71)
MARRY L029%  ( .U14) .005 ~.056%% .005 .016 ~.003 ~.057%%
(2.32) (1.40) ( .31) (4.04) ( .59) (1.47) ( .28) (3.73)
PART .033% .025%% .030 .057 %% ~.033% .031% -.038% .001
(1.87) (2.50) (1.16) (2.94) (1.83) (2.82) (2.77) ( .07)
OLF .003 .000 L 112%% .031% -.006 ~.017 .004 L0485
( .295)  ( .070) (7.04) (1.96) ( .70) (1.50) ( .28) (3.08)
- log
likelihood 146 .67 88.93 417.77 368.68 64.83 99.53  201.44 360.84

a
survey week.

B=derivative at mean for logit regressions
asymptotic t values in parentheses

* Significant at a .05 level in a one taill test.

*#% Significant at a .0l level in a one tail test.



Table 3

THE DETERMINANTS OF THE DURATION OF UNEMPLOYMENT

Men Women
1967 1973 1967 1973
B B B B

Variable {1 (2) (L (2)
CONSTANT 29.38 19,13 46.46 21.62
EXP -5.90% -.258 -1.00 ~1.32%

(z2.11) ¢ .79 (1.37) (2.30)
SQEXP L011% .004 .018 L044%

(1L.71) ( .54) ( .91) (L.74)
EDUC ~1.66% ~.760% ~3.03% -.705

(2.25) (1.66) (3.04) (1.18)
IMMIG -4.33 -.298 13.36% 3.29

(1.20) ( .08) (2.125 ( .74)
HEALTH 6.22% 13, 27%% 7.10 12.,93%%

(2.23) (2.51), : (1.45) (3.03)
MARRY -.460 5.59% -6.37 -1.22

( .15) (1.88) { .94 ¢ .37)
PART 2.56 14.56% _=6.51 10.28%%

{ .58) (4.69) (L.07) (3.10)
SPINC -.013 -.008 .038 .004

( .63) ( .54) (1.64) { .51)
COMP 1.90 .625 ~12.55%% 4,28

( .75) ( .22) (2.41) (1.0

2 .133 .278 405 L2983

Absolute t values in parentheses.
*  Significant at a .05 level in a one tail test.
#% Gignificant at a .01 level in a one tail test.
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Footnotes

The difference is not explained by differences in measurement methods since
both countries use a household survey with similar questions and definitions

of unemployment. See U.S. Bureau of Labor Statistics, International

Comparisons of Unemployment, Bulletin 1979, August 1978, pp. 137-146.

Unemployment variables used in this paper are discussed in appendix A.

2
Stafford provides a comparison of Swedish and U.S. labor markets and labor

Lo

market policies. In Sweden about one percent of GNP was devoted to labor
market policy in the mid 1960s, by 1976/77 this figure had reached about 3
percent. For the U.S. the respective figures are 0.5 pércent in the mid

1960s and 1.33 percent during 1975-77. See Frank Stafford, "Unemployment

1

and Labor Market Policy in Sweden and the United States," in CGunnar Eliasson,

Bertil Holmlund and Frank Stafford, eds., Studies in Labor Market Behavior,

Conference Report (Stockholm: The Industrial Institute for Economic and

Social Research, 1981), pp. 21-66.

Employment to population ratios also indicate a relatively worse youth labor
market problem in Sweden. Employment to population ratios for Swedish youths
16-19 decreased from the mid 1960s to the mid 1970s, rose briefly, and appear

to be declining since 1976. Unemployment rates and employment to population
ratios broken down by age and sex appear in appendix A, tables 1 and 2. 1In the
U.S. youth employment to population ratios reveal an upward trend after the

early 1960s. See Richard B. Freeman and James L. Medoff. "The Youth Labor Market

1

Problem in the United States: An Overview," in Richard B. Freeman and David A.

Wise, ed., The Youth Labor Market Problem: 1Its Nature, Causes, and Consequences

(Chicago: University of Chicago Press, 1982), pp. 36-42.



For a detailed description of the evolvaneut of labov market programs see

Anders Bjorklund, Spells and Duration of Unemployment in Sweden, International

Institute of Management, Working Paper IIM/79-17 (Berlin: Vissenschaftszentrum,
1979); Jan Johannesson, '"On the Composition of Swedish Labor Market Policy,"

in G. Eliasson, B. Holwlund and ¥. Stafford, eds., Studies in Labor Market

Behavior, pp. 67~86; and Anders Bjorklund, Jan Johannesson and Inga Persson—

Tanimura, LabcurMarket Policy and Labour Market Developmentsin Sweden during

the 1960s and 1970s, Intzrnational Institute of Management, Working Papers

rh

IIM/79-14 (Berlin: Wissenschaftszentrum, 1979). Labor market policy is

comprised of measures financed by the National Labour Market Board (AMS),

J

inclusive of the expenditures for Labour Market Training of the National

L
&

Board of Education.

5

“Figures are from J. Johanunesson, ''On the Composition of Swedish Labour
Market Policy,'" in G. Eliasson, B. Holmlund and ¥. Stafford, eds.,

Studies in Labor Market Behavior, pp. 67-%6. Both 1959 and 1978 were

recession years.

6Labor mobility in Sweden has often meant migration from the north where
unemploymeht rates are high to the south. The initials of the Swedish

Labour Market Board, AMS, were dinterpretced by proponents of regional equalicy
as "All Must Southwards'.

7

See Eskil Wadensjo, Job Creation and Job Maintenance in the Private Sector,

Nationalekonomaska Instituten, Lunds Universitet, Working Paper 1980:68

(Sweden: University of Lund).
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J. Johannesson, "On the Composition of Swedish Labour Market Policy,"

pp. 67-96.

9The 1974 Employment Security Act was preceded by a government report which
describes previous regulations and practices. See S0U, Trygghet i
Anstdllningen, Employment Security, The Government Report preceding the
Employment Seucirty Act of 1974 (Stockholm: Statens Offentliga Utredningar,
1973:7, 1973), pp. 109-116. The 1974 act is often called the "Aman" laws
in reference to the principle investigator of the government report. For
a discussion of the 1974 act which coﬁers the private and public sector,

union and non-union workers see Ministry of Labour, Labour Market Policy

in Transition, Summary of a Report from the Expert Group for Labour Market

Research at the Swedish Ministry of Labour (Stockholm: Departmentens
Offsetcentral, 1978).

1OA. Bjorklund, J. Johannesson and I. Persson-Tanimura, Labour Market Policy,

p. 20.

11The AMS has been aware of possible negative effects and has initiated compulsory

notification of vacancies introduced on a trial basis in 1976 and guidance
groups, which provide introductory courses for new labor entrants and reentrants.

12Anders Bjorklund, Studies in the Dynamics of Unemployment, EFI, The Economic

Research Insititute of the Stockholm School of Economics (Stockholm: EFI,
1981), Chapter 2, p. 30.

13In 1966 youths age 16-24 equaled 19.8 percent of the 16-74 year olds and

in 1980 they represented 16.6 percent. The observation for the U.S. that
the cohort effect has increased youth unemployment does not hold in Sweden,
where decreasing youth cohorts are associated with higher absolute and
relative youth unemployment.

14National Labour Market Board, Meddelanden frgn Utredningsenheten (Stockholm:

AMS, 1980: 15 and 1981:5),

15A. Bjorklund, Studies in the Dynamics of Unemployment, 2:19.




16Unfortunately it is not possible to directly measure the ijmpact of the 1974
Security of Employment Act with the LLI. However, the impact of the pending
legislation could have begun as early as 1973 with the release of the government

report which favored such a law.

17Unemployment declines monotonically for women in 1967, however, a U shaped
pattern is observed for women in 1966 and 1973 and in survey weeks 1968
and 1974.

18The underestimation of the female rate in 1967 is particularly noticeable

for women 16-24 years old. Lower female rates for women greater than 45
years old is observed in the published statistics. See appendix A.

19Less than four percent of the men and two percent of the women had more than

secondary schooling in 1967.

20A Bjorklund, Studies in the Dynamics of Unemployment, Chapter 2, pp. 12-15.

21The large percent increase in female rates partly reflects the under-

estimation of unemployment for women 16-24 years old in 1967. However these

findings are consistent with published statistics.

22A competing and complementary hypothesis is that the solidaristic wage policy

became more effective from the middle of the 1960s and thereby increased

youth wages relative to adult. Between 1965 and 1976, wages for workers

less than eighteen years old relative to those older than eighteen rose from

.59 to .68 for men and from .71 to .78 for women. The relative wage hypothesis,
however, leads to some predictions not supported empirically. Although young
women exhibit a smaller percentage increase in relative wages compared to

young men, they experienced a much larger increase in relative unemployment.

Unemployment rates of females aged 16-19 relative to those aged 35-44 rose from
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2.6 to 6.4 between 1965 and 1976, while relative unemployment for male youths
increased from 3.8 to 5.9.

23The average annual number of temporarily unemployed was 3000 during 1975-80,

which was 3.5 percent of total unemployment. A. Bjorklund, Studies in

the Dynamics of Unemployment, Chapter 2, pp. 18-19.

24A. Bjorklund, Studies in the Dynamics of Unemployment, Chapter 2, p. 17,

figure 4.

ZSThe probability of job mobility is defined as ever separating from a job
and not leaving the labor force in the calendar year preceeding the survey;
the probability of inter labor force mobility equals the probability of ever
separating and reporting non-participation. Estimates of the separation
rates are biased downward because non-participants and the unemployed are
excluded from the sample. Experienced workers are defined as those with at

least a year's work experience.

6There is little evidence that advance notice of layoffs reduces either the sub~-
sequent loss in earnings or the duration of unemployment. For a discussion, see

Harry J. Gilman, The Economic Costs of Worker Dislocation: An Overview. A paper

prepared for the Seminar on Economic Dislocation and Public Policy, sponsored by
the National Commission for Employment Policy, July 13, 1979,

27Similar results have been observed for American men. Linda Leighton and

"

Jacob Mincer, "Labor Turnover aund Youth Unemployment," in Richard Freeman

and David Wise, eds., The Youth Labor Market Problem, pp. 235-275.

28Linda Leighton and Jacob Mincer, "Labor Turnover and Youth Unemployment,"

and Jacob Mincer and Boyan Jovanovic, '"Labor Mobility and Wages" in

Sherwin Rosen, ed., Studies in Labor Markets. (Chicago: University of

Chicago Press, for NBER, 1981), pp.



9 C e . . . .

Specific skills are defined as those which increase the worker's

marginal productivity in the firm providing the training, while completely
general skills increase the worker's marginal productivity in all firms.

Gary 5. Becker, Human Capital, 2nd ed. (New York: National Bureau fo Economic

Regearch, 1975), p. 26.

OInformation on job tenure is available only in the 1968 survey for all
respondents. In 1974 respondents with a job were asked about their unemploy-
ment experience during thé last five years. Unemployed respohdents as of
the 1974 survey week were also included to reduce selection bias. Reentry
unemployment is included in the measurement of unemployment.

31The implication of smaller job investment by women is supported by evidence

showing flatter growth of wages on the job. See Siv Custafsson, 'Male-
Female Life-Time Earnings Differentials and Labor Force History," in

G. Eliasson, B. Holmlund and F. Stafford, eds. Studies in Labor Market

Behavior, pp. 235-268.

32The regression models used differ from the preferred cross section equations

in table 7 because of data limitation. Information on job tenure, public
employment, union membership, and previous unemployment incidence is not
available at the beginning of calendar years 1967 and 1973. The test statistic
is ~2 logek which has a x2 distribution (asymptotically) with r degrees of
freedom. The numerator of the likelihood ratio, A, equals the maximum likelihood
function when the parameters are restricted under the null hypothesis, and

the denominator equals the maximum likelihood function when the parameters

are unrestricted. Our test is constructed so that when the null hypothesis

is that the intercepts (slopes) in the two periods are equal, the maintained

hypothesis is that the slopes (intercepts) differ.
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33Increasing female labor force participation and labor force attachment could
reduce job vacancies available to youths, especially females, in the traditional
female occupations, and thus increase their unemployment. Addiﬁion of the
variable, female labor force participation by region had no significant effect
on the probability of unemployment in the survey weeks for the samples of

young female and male labor force participants.

4Compulsory separation of income tax returns since 1971 for married or
cohabitating persons, combined with high marginal tax rates, have encouraged

part time employment among married women and students. The increasing
availability of parental and educational leaves, dating from the early 1970s,

has cregted a demand for replacement workers on a part time and part period basis.

35U.S. Bureau of Labor Statistics, International Comparisons of Unemployment,

p. 139.

36U.S. Bureau of Labor Statistics, International Comparisons, p. 138.

37A. Bjarklund, Dynamics of Unemployment, 5:21.
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