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Foreword

Globalisation renders certain types of job obsolete, while new ones
emerge all the time. This places ever-greater requirements on the ability
of labour markets to adapt. Adaptability is crucial for the competitiveness
of the Nordic countries as well as the future of welfare in the Region.

Mobility is an important indicator of the adaptability of a workforce.
In this study, a number of Nordic researchers looked at labour-market
mobility in Denmark, Finland, Norway and Sweden during the period
2000-2006, and analysed the factors that influence mobility. A key ele-
ment of the study is an assessment of the significance of “flexicurity”
with regard to terms and conditions of employment as related to three
different types of mobility: a) mobility between employment, unemploy-
ment and complete exclusion from the labour market; b) mobility be-
tween jobs, trades/professions and industries; and ¢) mobility between
full- and part-time employment.

The Nordic Council of Ministers’ Labour Market Committee funded
the study in order to illustrate and analyse these important aspects of the
labour markets in the Region. | hope that the report will serve as a source
of inspiration for national efforts to enhance mobility and adaptability on
labour markets and improve our ability to meet the challenges posed by
globalisation.

\

Halldor Asgrimsson
Secretary General
Nordic Council of Ministers
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Svalund, at Fafo, Norway; Professor Bengt Furaker, Assistant Professor
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Summary

This report focuses on labour market mobility during the period 2000-
2006 in four Nordic countries: Denmark, Finland, Norway and Sweden.
The purpose is to study rates and determinants of mobility and to under-
stand how differences in the institutional settings in the four countries
affect mobility outcomes.

During recent decades, there has been an interest in how labour mar-
ket and welfare institutions should be organized to facilitate mobility in
the labour market. An institutional mix that is contained in the concept
“flexicurity” has been promoted, i.e. a combination of institutions that
facilitates both flexibility and security. Denmark is regarded as one of the
countries that have succeeded in creating flexicurity on the labour market.
However, questions have been raised of whether it is only a Danish phe-
nomenon or whether flexicurity is something that also characterises other
Nordic countries. In international comparisons evaluating flexicurity
profiles, similarities in the institutional frameworks of the Nordic coun-
tries have been found. Yet, studying the institutional framework in more
detail, there are important differences between the countries that could
affect the flexibility and security on the four labour markets. Denmark
has the most liberal employment protection legislation among the four
countries. Furthermore, the unemployment benefits are more generous in
Denmark and the greatest efforts are made there with active labour mar-
ket polices. Only when it comes to life-long learning policies is the larg-
est number of participants found in Sweden. All in all, the combination of
institutions in Denmark, creating the flexicurity framework, is conspicu-
ous also in a Nordic context.

Concentrating on labour market mobility, this report focuses mainly
on the flexibility aspect of the flexicurity concept. The general research
guestions that guide the study are the following:

o How large proportions of various categories of workers in the four
countries make different kinds of transitions in the labour market?

e Which are the main determinants behind different forms of labour
market mobility? Are there national variations in these respects?

e How can national differences regarding labour market mobility be
explained? Are they related to national institutional frameworks?

Three major types of labour market mobility are in focus:

o Transitions between labour market statuses, i.e. employment,
unemployment and inactivity.
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¢ Transitions into and out of atypical employment, i.e. temporary
contracts and part-time employment.

e Workplace mobility, occupational mobility and mobility between
industries.

The basis for the empirical studies is the Labour Force Surveys (LFS) in
the four countries. These surveys have a panel structure that has been
utilized to measure changes in labour market situation after one year. The
indicators compare the respondent’s labour market situation during a
reference week at two points in time with 12 months in between. The
LFS data have been pooled together in one single data set which has al-
lowed statistical comparisons.

The first transitions studied are mobility between employment, unem-
ployment and inactivity. Two of the most important determinants are age
and type of contract. In general, young people have a higher probability
than older people of making these transitions. And temporary employees
are at higher risk of unemployment or of moving into inactivity than
permanent employees. Comparing the countries, the highest probability
for transitions into unemployment is found in Denmark. And the highest
probability for transitions from unemployment to employment is found in
Norway. However, Denmark also has high transition rates from inactivity
to employment. For most of the transitions between employment, unem-
ployment and inactivity, the lowest rate is found in Sweden.

Looking at transitions between workplaces, occupations and indus-
tries, the differences between the countries are by far largest with occupa-
tional mobility and very large also when it comes to workplace mobility.
With industrial mobility, the countries are much more alike, but the gen-
eral pattern can be seen there as well. Overall, Denmark is the most mo-
bile country. Norway ranks second, Finland third and Sweden tends to
have the lowest mobility. However, with occupational mobility we find
that Finland has the lowest mobility. And as above, the two most power-
ful predictors were age and type of employment contract.

The countries differ to a great extent concerning the use of temporary
contracts on the labour markets. Finland and Sweden have large propor-
tions of temporaries, and in all the countries there is a larger risk for the
young, for people born foreign to the country, and in some of the service
sectors of having a temporary contract. When making the transition into
employment (from unemployment or inactivity), the risk of ending up in
a temporary contract is largest in Finland and Sweden. Furthermore, in
these two countries the probability is smallest of making a transition from
temporary to permanent employment. The chance is greatest in Norway.

The last transitions studied are into and out of part-time jobs. Here
too, we find distinct patterns. In Norway such mobility is very common —
between 25-30% of the total in employment are in part-time jobs. In
Finland the share is between 10 and 15%. The proportions in Denmark
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and Sweden are in between (20-25%). As expected, the transition rate
from unemployment or inactivity to part-time employment is higher in
Norway compared to the average transition rate in the Nordic countries.

The main conclusion of this study is that Denmark has a special com-
bination of institutions related to its labour market. And this flexicurity
nexus leads to high mobility rates on the labour market. However, we
cannot say exactly which of the institutions affect the mobility rates most.
The liberal employment protection legislation in Denmark certainly plays
a role, but the generous unemployment benefits and the extensive use of
active labour market policies may also be significant in creating employ-
ment security and voluntary mobility.

The other three countries differ from the Danish flexicurity system in
certain respects. Norway and Sweden differ by their quite strict employ-
ment protection legislation. Finland and Norway have less generous un-
employment benefits, and Finland makes less effort with active labour
market measures.

However, the study has revealed that there are high levels of labour
market mobility also in Norway. One explanation for the high mobility
figures may be that Norway has had a strong economy for many years.
The mobility patterns in Norway may be regarded as the levels we would
find on a labour market characterised by full employment. However,
there could also be other, non-measured, characteristics of the Norwegian
labour market (e.g. industrial relations, regional and decentralization
policies or cultural traits) that affect the high transition rates.






1. Introduction

1.1 Nordic labour market systems

This report focuses on labour market mobility in four Nordic countries:
Denmark, Finland, Norway and Sweden. The purpose is to study rates
and determinants of mobility and to understand how differences in the
institutional settings in the four countries affect mobility outcomes.

In many comparative studies on welfare and labour market systems,
the Nordic countries are pooled together constituting one particular type.
One example is Esping-Andersen’s famous comparison of welfare state
regimes (Esping-Andersen 1996; see also Korpi & Palme 1999). Others
are theories of production and employment regimes (Hall & Soskice
2001; Gallie 2007). The descriptions are generally of a Nordic regime
constituted by quite generous welfare states with universal social security
systems. The production systems aim at quality rather than quantity
goods and services and the relations between the social partners are well-
developed, relying on negotiations and collective agreements.

During recent decades the concept of flexibility has come into the
forefront in discussions of the functioning of labour markets (see Furaker
2005; Furaker, Hakansson, Karlsson 2007). In times of growing interna-
tional competition it is said that companies and organisations have a need
to be flexible — they must be able to adapt to changing circumstances in
their environment, for example regarding demand, to stay profitable. Two
central dimensions of adaptation are, firstly, organisations’ potential to
change their numbers of employees and, secondly, to change the compe-
tences needed for production. These two aspects of flexibility are usually
called numerical and functional flexibility (Atkinson & Meager 1986).
Other forms are working time and wage flexibility.

Labour market and welfare institutions can affect organisations’ po-
tential for flexibility. Employment protection legislation determines how
easy it is for employers to fire employees in case of reductions, but could
also affect employers’ incentives to retrain employees for new work tasks
in the organisation. Furthermore, the scope and direction of active labour
market measures are of importance for employees’ transitions between
jobs (qualifying, activating and matching) and the educational system for
the supply of competences to the labour market. The social security sys-
tem and, especially, the levels and construction of unemployment benefits
may also affect the potential for flexibility on the labour market, i.e. mak-
ing employees more or less prone to change and mobility.

However, when we use the concept of flexibility in social sciences we
always have to ask “flexibility for whom?” Flexibility is an analytical
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concept that always has to be viewed from some actor’s or agent’s view-
point (Jonsson 2007). And much of the discussion of flexibility has had
the one-eyed viewpoint of the employers.

In a policy setting, the European Commission has promoted a mix of
labour market and welfare institutions that are contained in the concept
“flexicurity”, a combination of the words flexibility and security (see
European Commission 2007). The Commission wants to see a develop-
ment of institutions that both facilitate flexibility for companies, organi-
sations and individuals, and create security for the labour force and citi-
zens in the member states. However, security is not an unambiguous con-
cept. In a typology by Wilthagen and Tros (2004) four different types of
security are distinguished. The first one is job security, i.e. rules for dis-
missals etc. The second type, employment security, is intuitively not so
obvious, but has to do with the relative ease of getting a new job in case
of unemployment instead of running the risk of marginalisation and ex-
clusion from the labour market. Income security has to do with insurance
against income reductions in case of, for example, unemployment, and
combination security refers to the possibilities of combining working and
family life, for example via paternal leave.

The proponents of flexicurity are of the opinion that it is possible to
create labour market and welfare institutions that facilitate both flexibility
and security on the labour market. One of the countries that serve as a
model in this regard is Denmark. Here, great flexibility for employers
(low employment protection) is combined with a generous welfare state
(high unemployment benefits) and extensive use of active labour market
measures (Bredgaard, Larsen & Madsen 2005). The Danish labour mar-
ket model has been described as a “golden triangle” because of the rela-
tionships and effects of these three pillars (see for example OECD 2004).

The other Nordic countries have, from a flexicurity perspective, simi-
larities to Denmark. In international comparisons evaluating flexicurity
profiles, they are often grouped together and characterised as countries
with high levels of both security and flexibility on their labour markets
(European Commission 2006; Muffels 2008).

However, in this report we will go into more detail describing the in-
stitutional frameworks in the four countries. These comparisons reveal
differences that may affect labour market mobility. For example, Sweden
has much stronger employment protection legislation than Denmark, and
Finland spends the least on active labour market programmes (OECD
2003; 2004; 2006).

The theories and debate about flexicurity therefore give a new motiva-
tion to make internal comparisons between the Nordic countries. The
question is whether flexicurity should be regarded as solely a Danish
phenomenon or whether it is a more common Nordic labour market fea-
ture. Furthermore, the similarities and cultural closeness that obviously
exist between the countries can be used as an advantage for comparisons.
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It becomes easier to infer that the differences which may be found have to
do with the particular differences in the institutional setting, and not, for
example, with great cultural differences.

1.2 Labour market mobility

One important rationale behind flexicurity arrangements is that it should
facilitate flexibility on the labour market. Numerical flexibility has to
do with the potential to hire or fire employees, which affects transitions
between jobs or between employment and unemployment. Functional
flexibility has to do with changes of competence in organisations, which
to some degree coincide with occupational changes. Both types of
flexibility imply transitions or mobility between states on the labour
market. Consequently, one way to study flexibility is to focus on labour
market mobility.

However, labour market mobility is an extensive concept that includes
many different types of transitions. In a report by Andersen et al. (2008),
they study movements between employers, between occupations and
between major statuses on the labour market. Other forms of mobility are,
for example, industry mobility and geographical mobility. The economic
and social consequences of these different forms of transitions and the
mechanisms that hamper or facilitate them are rather different.

This report will focus on three aspects of labour market mobility.
Firstly, the main flows between employment, unemployment and inactiv-
ity will be studied. These kinds of flows have to do with the economic
cycles at large. Moreover, they can give indications of how the dynamics
in the economies are affected by the institutional settings. From a flexicu-
rity perspective, the Nordic countries could be said to have made differ-
ent trade-offs between job security, employment security and income
security in their institutional settings (see chapter 3), which may have
consequences for the numerical flexibility on the labour market. One way
to examine numerical flexibility is to focus on transitions between em-
ployment and unemployment. Furthermore, the institutional setting can
affect how inclusive or exclusive the labour market is. Studying transi-
tions into and out of the labour force can tell something about how hard
or easy it is for certain groups to participate on the labour market, for
example immigrants and different age groups.

Secondly, the transitions into and out of employment can be related to
the employment status and the conditions of employment that are left or
offered on the labour market. Some of the employment situations that are
available have been described as atypical employment. Usually fixed-
term contracts, part-time employees and, to some degree, self-
employment belong under the concept. Whether atypical forms of em-
ployment also should be described as precarious depends on how secure
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they are, compared to more typical forms. On labour markets with low
levels of employment protection, such as the Danish, differences in risks
of unemployment in open-ended and fixed-term contracts may not be as
conspicuous as in countries with more severe legislation such as Sweden
and Norway. Furthermore, should part-time employment be regarded at
all as atypical in the Nordic countries?

Thirdly, mobility between workplaces, occupations and industries has
to some degree to do with structural changes on the labour market. From
a macro-perspective, mobility of this kind can be regarded as an indicator
of functional flexibility on a labour market level. There must be transi-
tions of competences on the labour market to sectors and industries where
they are needed. Transitions between workplaces, occupations or indus-
tries may also be hampered or facilitated by the institutional framework.
For example, the aim and quality of active labour market policies
(ALMP) can affect their participants through upgrading their compe-
tences to qualify for a new job. Another factor of importance is to what
extent the educational system allows adult retraining, i.e. what has also
been called lifelong learning (LLL).

1.3 Aim and general research questions

In this report, labour market mobility patterns in Denmark, Finland, Nor-
way and Sweden are compared during the years 2000-2006. The aim is to
study how mobility is affected by the different welfare state and labour
market institutions that characterise the four Nordic countries. The gen-
eral research questions that guide the study are the following:

o How large proportions of various categories in the four countries
make different kinds of transitions in the labour market?

e Which are the main determinants behind different forms of labour
market mobility? Are there national variations in these respects?

e How can national differences regarding labour market mobility be
explained? Are they related to national institutional frameworks?

The study focuses on three major types of labour market mobility:

e Transitions between labour market statuses, i.e. employment, unem-
ployment and inactivity.

e Transitions into and out of atypical employment, i.e. temporary con-
tracts and part-time employment.

e Workplace mobility, occupational mobility and mobility between
industries.

This report does not focus on geographical mobility, but it is important to
remember that all the transitions studied could imply a change in location
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inside the countries (for example between regions) or between countries.
The basis for the empirical studies is the Labour Force Surveys (LFS) in
the four countries. These surveys have a panel structure that has been
utilized to measure changes in labour market situation after one year. The
LFS data have been pooled together in one single data set which has al-
lowed statistical comparisons.

The outline of this report is as follows. In the continuation of this in-
troductory chapter, earlier research on mobility that is relevant for the
study will be presented. The second chapter presents some data concern-
ing the labour markets in the countries during the studied period, focusing
on characteristics of relevance for mobility patterns. In the third chapter,
the institutional frameworks of the four labour markets are described and
compared from the perspective of flexicurity. The focus is on the em-
ployment protection legislations (EPL), the unemployment benefits (UB),
active labour market policies (ALMP), and lifelong learning (LLL) insti-
tutions in the four countries. Chapter 4 presents data and methods. Chap-
ter 5 analyses patterns and rates of transition between employment, un-
employment and inactivity. In chapters 6 and 7, transitions into and out
of atypical employment are analysed, the first of the two chapters focus-
ing on temporary contracts and the second on part-time employment.
Chapter 8 is a study of workplace mobility, occupational mobility and
mobility between industries. Finally, chapter 9 is a summary and some
main conclusions of the study are drawn.

1.4 Research on mobility in the Nordic countries

This section will present some research on mobility that is of particular
interest for the present study. Studies that compare mobility patterns in
the Nordic countries and focus on the same types of mobility as in the
present study are of main interest. The purpose is to find some indications
of the differences in mobility rates to be expected between the countries.
Another purpose is to trace which independent variables are of impor-
tance to explain mobility outcomes.

There are several studies on so-called job-to-job mobility. This con-
cept includes change of workplace and/or employer. However, it can also
refer to internal job mobility, i.e. a change of position or job at the same
workplace/employer. One of these studies is a Danish report called Job
Mobility in the European Union: Optimising its Social and Economic
Benefits, prepared for the European Commission (Andersen et al. 2008).
Job-to-job mobility is defined as a change of employer (involuntary or
voluntary) and it is estimated by using two different indicators in the
study. First, a retrospective question about job change during the last year
is used for estimations. The share that has experienced a job change dur-
ing a year (2005) is found to be 11.5% in Denmark and 5.7% in Finland.
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There are no data for Norway and Sweden. Another indicator is average
job tenure, i.e. the average amount of time that employees in a country
have been working for the current employer. Denmark is here below (ap-
proximately 8 years), and Sweden and Finland close to, the EU mean
(just above 10 years). There are no data for Norway. Important determi-
nants of job-to-job mobility are found to be age and type of employment
contract — young and people with temporary contracts change jobs more
often than older and employees with permanent contracts. Gender, educa-
tion and level of unemployment also have effects, but rather small ones.

In a Nordic study on job-to-job mobility (change of employer), regis-
ter data are used to estimate and compare mobility rates in the same Nor-
dic countries that are in focus in the present report (Graversen et al.
2003). During the years 1988-1998 the job-to-job mobility rate in Den-
mark is found to be quite stable — around 19% of the employed have
changed employer after one year. In Finland, there is a sharp decrease in
job-to-job mobility from more than 24% in the late 1980s down to around
15% in the middle of the period. For the last 2 years in the series there
seems to be an increase in job-to-job mobility. For most years in the pe-
riod the figures are lowest in Norway. During the two first years the mo-
bility rate is just above 14%. Thereafter, there is a decrease down to year
1995 when the job-to-job mobility rate is close to 11%. However, during
the last three years of the period there is a sharp increase which the au-
thors think could be an effect of changes in indicators. The Swedish pat-
tern is close to the Finnish with a sharp decline from a high level (26%)
in the late 1980s down to figures around 19% during the rest of the pe-
riod. The main determinants that are found concerning job-to-job mobil-
ity are age, education and workplace size. Age works in the same direc-
tion as above (negative relationship). Educational level is related to in-
creased mobility rate. Workplace size, on the other hand, decreases the
job-to-job mobility rate. There is also found a positive correlation be-
tween business cycle and the job-to-job mobility rate in the study, i.e. a
procyclic relationship (up-turn, more job changes).

There are also studies made in single Nordic countries. In a Swedish
study of mobility between employers during the period 1972-98, a spe-
cial version of the Swedish LFS is used where the respondent is asked if
he/she has changed employer during the last year (Furaker & Berglund
2009). The mobility rates that are presented are on a much lower level
than the figures above where register data are used (see chapter 4 for a
more thorough discussion). The Swedish mobility rate fluctuates around
10% until the late 1980s when it drops down to 6—7% during the crises in
the 1990s. The Swedish study finds that the same independent variables
are important for mobility as the studies above. However, they also find
some minor effects of changes in the employment protection legislation
during the period.
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A Danish study using register data to measure workplace mobility
(Bredgaard et al. 2009). Between the measurement points 2003 (Nov) and
2004 (Nov) 15.9% had changed workplace. Much the same determinants
are found as above. However, occupational group seems also to matter,
i.e. persons in higher-level jobs are less mobile. Furthermore, family
situation affects mobility. Couples with children have less workplace
mobility than couples without.

In Finland, workplace mobility has been studied both with register
(Virjo et al. 2007) and LFS (Aho et al. 2009) data, with the longest time
series stretching from 1989 to 2007. The single most powerful determi-
nant explaining mobility was age — mobility decreased strongly with age.
Another important determinant was the type of contract.

In an analysis of workplace changes from 1986 to 2001, a Norwegian
study of register data finds a sharp increase in workplace changes around
1995 to a level close to 17% (Salvanes 2007). However, this increase
coincides with the one found in the Nordic study above, which was be-
lieved to depend on changing indicators (see Graversen et al. 2003). The
latter study shows that the new level of workplace/employer changes
continues into the 2000s.

When it comes to the other mobility types that are focused upon in
this report, there are few studies that have investigated these forms and
compared the Nordic countries. In the research by Andersen et al. (2008)
referred to above, both occupational and so-called employment mobility
are studied. Occupational mobility is defined as a change in job profile or
job content. The rates that are estimated are the share of respondents that
have changed occupation one or more times since their entry on the la-
bour market. Furthermore, the direction of the occupational change is
presented, i.e. whether it is an upward or downward mobility concerning
the skills needed for the job. Denmark, Finland and Sweden are quite
close to each other; around 70% have changed occupation upwardly since
their labour market entry (Norway is not included in the analysis). Impor-
tant determinants to explain occupational mobility are gender (men are
more mobile than women), age (the older a person gets, the more likely is
occupational mobility, often upward), type of contract (permanent employ-
ees tend to make occupational transitions to a lesser degree, but have a
higher probability of upward mobility than temporary employees) and un-
employment level (higher unemployment, fewer occupational changes).

In the Finnish studies mentioned above, also occupational and indus-
trial mobility was studied (Aho et al. 2009; Virjo et al. 2007). The same
determinants as found for workplace mobility (age and type of contracts)
also affected these types.

Employment mobility is defined in the study by Andersen et al. (2008)
as mobility between general employment statuses, i.e. employment, un-
employment and inactivity. Furthermore, they study transitions to differ-
ent forms of contracts (permanent, temporary) and to full- and part-time.
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The total share of employment mobility of the population of working age
is highest in Denmark (around 17%) during the years 2000-2006. The
figures for Finland are approximately 13% and Sweden 9% (no figures
for Norway are presented). Denmark is also on top when transitions be-
tween employment and unemployment and transitions between activity
and inactivity are presented. Explanatory variables with strong effects on
employment transitions are age, education, type of contract and full-
time/part-time.

1.5 Concluding remarks

This brief survey of research shows that the picture concerning labour
market mobility in these Nordic countries is not especially clear. Differ-
ent data sources are used and definitions of some types of mobility, for
example occupational, vary considerably. This makes it hard to estimate
differences in mobility rates between the countries. Furthermore, there is
no particular focus (with some exceptions) on the institutional framework
and strategies to try to isolate the effects of the institutions on mobility.
However, the presented studies give good indications of which factors
have to be under statistical control in the coming analyses in order to sort
out business and compositional effects on mobility.

The present study will try to make a contribution to the research on
labour market mobility in the Nordic countries through a comprehensive
approach to data and indicators. In this respect an important contribution
has been to create an integrated data set combining information from the
labour force surveys of the four countries. Furthermore, we will statisti-
cally try to control for factors that have to do with the composition of the
labour force and the business cycle. In that way, we will be in a better
position to relate remaining differences between the countries to the spe-
cific national institutional frameworks.



2. Labour market characteristics

2.1 Introduction

One purpose of this study is to estimate probabilities of mobility in the
four countries when economic and compositional factors on the labour
market are controlled for in statistical analyses. In the review of earlier
research on labour market mobility in a Nordic context, many factors
with impact on mobility rates were uncovered. These factors should be
included as variables in the statistical analyses to control for structural
factors that may not directly be a consequence of institutional differences
but of, for example, demographic characteristics.

This chapter will describe some of the main factors during the years
under scrutiny that can affect mobility rates in the countries. One impor-
tant factor is the business cycle and especially the unemployment rate.
For example, concerning workplace mobility the effect is shown to be
procyclical, i.e. mobility increases when unemployment goes down and
decreases when unemployment goes up. However, the direction of the
relationship may change if other types of transitions are studied, for ex-
ample, mobility from employment to unemployment. Furthermore, the
research shows that there are effects on mobility due to gender, age, edu-
cation, industry, type of contract and working-time. If there are variations
in the Nordic countries concerning these factors, there could be composi-
tional effects on mobility. One example is that if there are many young
and few old people on the labour market in one country, and the opposite
in another country, this could affect differences in mobility levels.

2.2 Unemployment and employment rates

The first factors of concern are the unemployment and employment rates
during the years for the study. These are shown in Figures 2.1 and 2.2.
However, the starting and end points are some years before and after the
period 2000-06. The first comment to make is that the countries were hit
very differently by the economic crises in the 1990s. Finland and Sweden
were more affected than Denmark and Norway. There has been a recov-
ery during the second half of the 1990s in both Finland and Sweden, but
the unemployment and employment rates have not come back to the lev-
els before the crises.



24 Labour Market Mobility in Nordic Welfare States

16

14 \

12

——DK
—B—Fl
e NO
i SE
—EU15

2

0 T T T T T T T T T T T 1

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Figure 2.1 Unemployment rate, 15-64 years Percent.’
Source: Eurostat, EU-LFS

100

95

90

85

30 ——DK

(‘f m ﬁ; —&—Fl
75 %
)(——/ o =l —4—NO
70 3 ' _.—/.’.',.:.__._-__.,_.?‘-4 —mSE
65 I i ——EULS

50 T T T T T T T T T T T 1
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Figure 2.2 Employment rate, 15-64 years.Percent.

Source: Eurostat, EU-LFS

Finland has had a quite constant decline in the unemployment rate and an
increase in the employment rate during the time period shown. If we fo-
cus on the years 2000-06, we find a significant decrease in the unem-
ployment rate in Finland in the beginning and the end of the period. The
same but inverse pattern is found for the employment rate. Generally, the
business cycle in Finland has been quite positive during the period, which
could affect mobility rates both through more job openings and vacan-
cies, and psychologically, through more risk-taking behaviour on the

! From 2005 the Swedish EU-LFS data are adapted to the ILO definition of unemployed, including
full-time students searching for a job. Thus, the Swedish data up to 2004 are based on the older defini-

tion.
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labour market, i.e. voluntary mobility. However, the unemployment rate
during the period is on a higher level in Finland than in the other coun-
tries. This indicates that Finland has suffered long-term structural unem-
ployment on the labour market (see Aho 2004). One consequence of this
could be lower mobility rates from unemployment to employment com-
pared to the other countries.

The Swedish recovery from the 1990s crises has not been as persistent
as the Finnish. Until 2001—-02, the unemployment rate falls faster in Swe-
den than in Finland, but after these years the figures are rising. However,
in 2005 the definition of unemployment was changed, which explains the
much higher level that year. If we look at the figures for the employment
rate, the pattern also reveals a less persistent recovery, with a slight
downturn in the employment rate during the middle of the studied period.
These patterns affect mobility rates both through the variation in vacan-
cies and through the willingness of the employed to change jobs. The
labour force in Sweden may be less certain about the economic develop-
ment in the country, which could affect voluntary mobility.

In Denmark and Norway the changes in unemployment and employ-
ment rates have not been as dramatic as in Finland and Sweden. The un-
employment rate has fluctuated around 5% in Denmark and 4% in Nor-
way during most of the period in focus (2000—06). In the end of the pe-
riod there is a quite sharp decrease in both of the countries. The same
stable pattern during most of the period is also found for the employment
rate (around 75%), with an increase in the end of the period. During the
whole period, the employment rate is at a significantly higher level in
both countries than in Finland and Sweden. One possible effect of these
patterns is that the mobility rates should to a lesser degree be affected by
changes in the unemployment rates. And the better climate in general on
the labour markets could affect voluntary mobility rates positively.

2.3 Gender composition

The gender composition of the labour markets is also a factor that could
have some effects on mobility rates. However, there is no clear-cut evi-
dence for which forms of mobility it can affect and in which direction.
There is some evidence that men change occupation (Andersen et al.,
2008) and change employer (Furaker & Berglund 2009) to a higher de-
gree than women. However, the differences are not very conspicuous.
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In Figures 2.3 and 2.4 the employment rates for women and men are pre-
sented. The general patterns in the countries follow the ones shown in
Figure 2.2 above. In comparison to the EU-15 average, the female par-
ticipation rate is much higher in the Nordic countries. And in general the
employment rate for women is somewhat lower than for men. However,
there are some internal Nordic differences of interest. Finland deviates
from the other three countries with a clearly lower employment rate for
both women and men. The employment rate for men is higher in Den-
mark and Norway than in Finland and Sweden. Yet the Swedish rate is
above the EU-15 average, and the Finnish below.
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To make the compositional differences more evident, a ratio between the
numbers of women and men in employment is presented in Figure 2.5.
This gives another picture of the gender distribution in the labour force
than the figures above. In the beginning of the period Finland and Swe-
den stand out with a more even distribution of women and men in em-
ployment. Denmark has a less even distribution. However, in the end of
the period Denmark, Norway and Sweden are coming closer to each oth-
er. Finland still has the most even composition of women and men par-
ticipating in employment.

2.4 Age distribution

Another factor that could have compositional effects on mobility is the
age distribution. For many types of transition (e.g. workplace mobility),
the research shows that the younger are more mobile than the older. Con-
sequently, a large part of young people on the labour market and a small
part of the old could affect some mobility rates. In Figures 2.6 and 2.7 the
employment rates for the youngest (15-24 years) and the oldest (55-64
years) age groups are shown. Denmark has the highest employment rate
for the young, fluctuating between 60-65% during the period. In Norway
it is around 55%. However, in Finland and Sweden the employment rate
fluctuates between 40-45%. There are many possible explanations for
these patterns. One is the more widespread use of apprenticeships in the
Danish and Norwegian educational systems. These may have two differ-
ent effects: firstly, that transitions into employment will be easier for the
young because of their closeness to the labour market. Secondly, the use
of apprenticeships may in itself increase the employment rate because it
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is usually counted as work in the official statistics (European Commis-
sion 2007).
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Looking at the oldest age group, other patterns are revealed. In both
Norway and Sweden, a quite large proportion of people 55-64 years old
is still working. Finland is diverging with a very low employment rate of
the oldest in the beginning of the period. The employment rate is then
increasing and on the same level as the Danish in the end of the period
(57%). However, it is much lower than the Norwegian and Swedish dur-
ing the whole period. This pattern is to a great extent due to the Finnish
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system of unemployment benefits and pensions during the period. The
system extended the right to unemployment insurance benefits for the
aging unemployed until the unemployed person was entitled to a pension.
An additional consequence of the system has been that the aging often
have been the first to be dismissed if a work force is reduced, leaning on
more or less voluntary consent between the employers and the employees
(Virjo & Aho 2002; Hakola & Maéattanen 2009). One of the reasons why
the employment rate of the aging has increased during the last ten years —
beside the improved employment situation in general — is that the ex-
tended right to Ul benefits has been gradually restricted (for a more de-
tailed description, see Appendix A).

Denmark also has a system that gives incentives to leave the labour
market at quite early ages. It is called efterlgnsordning (the post-wage
retirement). If employees have been paying to the unemployment insur-
ance for more than 25 years and are aged 60 years or older they have the
right to leave employment and get unemployment benefits until they get
old-age pensions at age 65. Around 40% of the Danes aged 60-64 use the
system, which is an important explanation for the quite low employment
rate for the age group shown in Figure 2.7 (Gjerding 2006).

In Figures 2.8 and 2.9 the proportions of young and old to all in em-
ployment are shown. Sweden has the largest proportion of the oldest age
group in employment and the lowest proportion, together with Finland, of
the youngest. This pattern could have a hampering effect on the mobility
rates in the country.
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Figure 2.8 Proportion of those aged 15-24 years to all (15-64) in employment.
Source: Eurostat, EU-LFS
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In addition to the employment rate, another factor much debated is the
youth unemployment rate. Figure 2.10 shows the unemployment rate for
people aged 15 to 24. In Denmark the youth unemployment has been
quite stable on a low level since the beginning of the period shown. Nor-
way is also on a low level, much below the EU average, and closing in to
Denmark.
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Figure 2.10 Unemployment rate, ages 15-24 years.Percent.

Source: Eurostat, EU-LFS (regarding the Swedish curve, see footnote 1 above).

The picture is very different in Finland and Sweden. Finland started the
period studied on a very high level of youth unemployment. In year 2000
it was 28.4%. However, since 2004 there has been a steep decrease and,
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at the end of the period shown, Finland is close to the EU-15 average. In
the case of Sweden, the development has not been as positive. Sweden
started the studied period with lower youth unemployment than Norway
(9.5% in 2000). In the end of the period it has increased to a higher level
than in Finland. In 2006 it was 21.5%. However, some of the increase is
due to the harmonising of indicators. Still, in 2004 youth unemployment
was 18.5%, i.e. an increase of 9% points since 2000.

2.5 Educational levels and occupational groups

In the research on mobility some results indicate that educational level is
of significance for mobility rates. However, the effect of education may
work in different directions concerning different kinds of mobility. For
example, there should be a negative relationship between educational
level and the risk of unemployment (lower risk with higher education)
and, on the other hand, a positive relationship between educational level
and transitions to employment from unemployment (higher chance for
employment with higher education). In Figure 2.11 the proportion of
persons in employment with tertiary education is presented. Finland has
the highest proportion and Sweden, for most of the years, the lowest.
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Figure 2.11 Proportion of persons with tertiary education among all in employment aged
15-64 years. Percent.

Source: Eurostat, EU-LFS

The occupational structure in the four countries has many similarities.
However, there are a few disparities to notice. Finland and Sweden have
higher proportions of professionals in employment than Denmark and,
especially, Norway. On the other hand, Norway has a clearly larger pro-
portion of service workers compared to the other countries. In Denmark
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there is a quite high proportion of elementary occupations, which pre-
sumably has to do with the large share of young people on the labour
market. The consequences of these differences in the occupational struc-
ture for mobility patterns and mobility levels are not easy to predict. Gen-
erally, however, it is possible to expect higher mobility rates among ele-

mentary occupations than professionals.

Table 2.1. Distribution of occupational groups. 15-64 years. Averagepercent points

2000-2006. Source: Eurostat, EU-LFS.

ISCO 88 DK FI NO SE
Major group L: 7.2 9.1 7.2 48
Legislators, Managers etc.

Major group 2: 14.6 176 113 18.1
Professionals

Major group 3: 20.7 16.3 235 20.0
Technicians etc.

Major group 4: 10.1 77 7.9 9.7
Clerks

Major group : 153 14.6 227 186
Service workers etc.

Major group 6:

Skilled agricultural workers etc. 22 48 31 21
Major group 7: 112 12.4 10.9 10.0
Craft etc.

Major group 8:

Plant and Machine operators etc. 6.6 8.7 .6 103
Major group 8: 11.4 8.2 53 58
Elementary Occupations

Major group O: 0.4 0.4 05 0.2

Armed forces

2.6 Industrial structure

In Table 2.2 the industrial structure in the four countries is presented.
There are no conspicuous differences between the countries. All four
have small primary sectors, shrinking industry sectors and large service
sectors. On the margin, Finland has a slightly larger primary and industry

sector than the other countries.

Table 2.2. Distribution of Industries. 15-64 years. Averagepercent points 2000-2006.

NACE Rev 1. DK FI NO SE
A-B:

Agriculture, hunting, fishing 31 51 3.6 2.2
C-F: 24.1 26.7 214 23.0
Industry

cK 36.4 357 372 36.8
Services

L: 5.8 48 6.0 5.6
Public administration ’ ’ ’ ’
M-Q: 30.4 27.4 316 323

Other services

Source: Eurostat, EU-LFS.
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A factor that in a more straightforward way can affect labour market mo-
bility is the size of the companies and workplaces. A labour market with
a lot of small employers may imply more unstable employment relation-
ships because of greater sensitivity in relation to the business cycle than
in larger companies. Moreover, a labour market with a lot of small em-
ployers may create more opportunities to change one’s employer.

In table 2.3 the shares of employees working in companies of different
size are presented. Note that employment in the public sector is not in-
cluded in these figures. There are some differences to notice. First, Nor-
way has the largest share employed in companies with the smallest num-
ber of employees. Finland, on the other hand, has the largest proportion
in large companies. In Denmark the private sector is more dominated by
small and medium size enterprises than in the other countries.

Table 2.3. Structure of enterprises: shares of the number of employees by the size of
enterprise in private sector.

DK Fl NO SE

-9 20.2 20.3 27.6 24.9
10-49 25.4 17.6 245 20.4
50-249 20.6 18.4 17.6 17.9
250— 33.7 43.7 30.2 36.8
Total 100 100 100 100

Source: Eurostat SBS data base 2004/2005.

2.7 Temporary contracts and part-time employment

Two other factors of importance for mobility rates are the proportions of
part-time and temporary workers on the labour market. These categories
may have a more loose attachment to the labour market with higher risk
of some transitions, especially to unemployment and to inactivity.

Figure 2.12 and 2.13 shows the part-time and temporary workers’
proportions of total employment. The first thing to notice is that the four
countries have quite different patterns. The use of part-timers is highest in
Norway, but high also in both Denmark and Sweden compared to EU-15
average. In Finland the use of part-time workers is on a much lower level
than in the other three countries. If we then study the use of temporary
workers, we find distinct patterns. Finland and Sweden have much higher
proportions of temporary workers than Denmark and Norway.

These patterns will be under scrutiny in chapters 6 and 7. However,
they might affect mobility rates. Especially temporary workers have less
secure relations to the labour market and therefore higher risks of unem-
ployment or of dropping out from the labour force. The high proportions
in both Finland and Sweden may therefore be of significance.
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Figure 2.12 Part-time employment as proportion of total employment, 15-64 years. Percent.

Source: Eurostat, EU-LFS.
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Figure 2.13 Temporary employees as proportion of total numbers of employees, 15-64
years. Percent.

Source: Eurostat, EU-LFS.

2.8 Concluding remarks

The purpose of this chapter has been to give a picture of the labour mar-
ket characteristics of the four countries in focus. As has been shown, they
have many features in common and one of these is a high employment
rate compared to the EU-15 average. An important explanation for this is
the high rate of participation among women.

However, there are also differences between these four Nordic coun-
tries, and some of them might have consequences for mobility patterns
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and mobility rates. Two of the most conspicuous are the age structure and
the use of temporary contracts. In the first case, the Danish age structure
may very well increase some types of mobility. A large number of young
people on the labour market may, for example, increase job-to-job mobil-
ity. On the other hand, the Swedish age structure with few young and
many old on the labour market may hamper mobility. In the second case,
there are huge differences in the use of temporary contracts on the labour
markets in the four Nordic countries. Finland and Sweden are the most
frequent users. However, temporary contracts may be used to create nu-
merical flexibility on the labour market (Hakansson & Isidorsson 2009).
In this way, they might increase some flows on the labour market, for
example between employment and unemployment. They might also have
consequences for the structure of the flows, i.e. which categories are ex-
posed to some types of mobility.






3. Nordic labour market and
welfare systems from a
flexicurity perspective

3.1 Introduction

This chapter will describe the institutional framework in the four coun-
tries from a flexicurity perspective. Especially in the context of the pre-
sent project, the aim is to establish whether Denmark, as it is often de-
picted, is really so unique as regards the configuration of its labour mar-
ket institutions. Is there only a Danish way, or should we consider a more
general Nordic model of flexicurity?

For this purpose, the chapter will start with a brief general discussion
of the flexicurity concept and then present the manner in which it has
been applied in the Danish context, where its elements have been de-
scribed as a “Golden Triangle”. The triangle is constituted by the institu-
tional frameworks of the labour market, social security systems and ac-
tive labour market policies, and their relations are believed to have a
complementary effect on labour market flexibility.

The chapter then compares a number of international indicators, which
are assumed to reflect the main flexicurity institutions in both the Nordic
countries and other European countries. This is followed by a summary
of the four countries” “flexicurity profiles”. The chapter concludes with
some hypotheses regarding differences in labour market mobility be-
tween the countries that can be attributed to the flexicurity profiles.

3.2 Flexicurity as an institutional system — general
considerations and the Danish example

As is now well known, the fundamental idea behind the concept of
flexicurity is the claim that flexibility and security are not necessarily
contradictory to one another, but in many situations can be mutually sup-
portive. Furthermore, flexibility is not the monopoly of the employers,
just as security is not the monopoly of the employees. In modern labour
markets, many employers realise that they have an interest in stable em-
ployment relations and in retaining employees who are loyal and well
qualified. For their part, many employees have realised that to be able to
adjust their work life to more individual preferences, they too have an
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interest in more flexible ways of organising work, e.g. to balance work
and family life.

3.2.1 The Wilthagen matrix

Both flexibility and security are multi-dimensional concepts, which come
in a variety of shapes. Using Atkinson’s model of the flexible enterprise
as a starting point, it is possible to distinguish between four different
forms of flexibility: numerical flexibility, working time flexibility, func-
tional flexibility and wage flexibility (Atkinson, 1984).

A groundbreaking aspect of the flexicurity concept is the linking of
these four forms of flexibility with four forms of security (Wilthagen,
1998; Wilthagen & Tros, 2004). First, job security, which means the se-
curity of being able to stay in the same job, and which can be expressed
via employment protection and tenure with the same employer. Second,
employment security, which means security of staying employed, though
not necessarily in the same job; here the general employment situation,
active labour market, training and educational policies play a key role.
Third, there is income security, which relates to having secure income in
case of unemployment, sickness or accidents, and is expressed through
the public transfer income systems, such as unemployment and cash ben-
efit systems. And finally, combination security, the possibilities available
for combining working and private life, e.g. through retirement schemes,
maternity leave, voluntary-sector unpaid work etc.

As illustrated in Figure 3.1, there are sixteen potential combinations of
flexibility and security. This matrix is a heuristic tool, applicable for in-
stance in characterising different flexicurity policies or combinations of
flexibility and security in certain schemes, or to describe stylized rela-
tionships between flexibility and security in different national labour
market regimes.

Job security Employment Income security Combination
security security

Numerical flexibility

Working time flexi-
bility

Functional flexibility

Wage flexibility

Figure 3.1 Wilthagen matrix: configurations of flexibility and security

Some of the combinations in Figure 3.1 represent trade-offs in the sense
that a higher level of, for instance, job security will imply less numerical
flexibility and vice versa. In most other cases, the interplay between the
various aspects of flexibility and security is more complex. There is
therefore some debate concerning the interpretation of the matrix above.
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Sometimes it is seen as an illustration of different trade-offs between
forms of security and flexibility, where the term “trade-off” signifies that
something must be traded for something else. Thus more numerical flexi-
bility can be balanced by providing some form of security instead, for
instance increased income security. However, the flexibility-security
nexus can also reflect a mutually supportive or complementary relation-
ship. Among examples of such interrelations could be:

e More combination security (maternity leave and child care) can lead
to greater numerical flexibility for women in transitions into and out
of the workforce.

e Job security can induce employees to be loyal to the employer and to
invest in firm-specific human capital, thereby increasing internal
functional flexibility.

e More income security may stimulate numerical flexibility by making
it less risky for employees to attempt a job shift.

o More numerical flexibility can facilitate structural change and thereby
job growth, which provides more job opportunities and thus more
employment security.

In other situations, the nexus may lead to vicious relationships, where for
instance more numerical flexibility may induce employers to invest less
in employee training and thereby reduce the employment security of the
employees. Also more job insecurity leads to overall insecurity, lower
investments in human capital and — in the longer run — perhaps lower
fertility. The exact character of the interplay between security and flexi-
bility will thus depend on the specific circumstances.

3.2.2 The Danish case

In the flexicurity literature, the Danish employment system is often re-
ferred to as a prime example of a labour market with a well-functioning
flexicurity arrangement — even to such a degree that the “Danish model”
and “flexicurity” are sometimes seen as almost identical. The following
elements of flexibility and security are conceived as being the main char-
acteristics of the Danish flexicurity model (Madsen, 2006):

o A low level of employment protection, allowing employers to adapt the
workforce to changing economic conditions, which makes the high
degree of numerical flexibility possible.

e A generous system of economic support for the unemployed.

e Active labour market policies aimed at upgrading the skills of those
unemployed who are unable to return directly from unemployment to
a new job.
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The outcome of this institutional configuration is a flexible labour market
with a high level of external numerical flexibility indicated by high levels
of worker flows in and out of employment and unemployment. One can
add that there may be other reasons for the high mobility rates, like cul-
tural factors or a dominance of small and medium-sized firms in the
Danish economy.

However, the main traits of the Danish labour market model are fre-
quently described as a “golden triangle” involving the three institutional
factors listed above; cf. Figure 3.2. The model combines high mobility
between jobs with a comprehensive social safety net for the unem-
ployed and an active labour market policy. In fact the mobility (meas-
ured by job mobility, job creation, job destruction and average tenure)
is remarkably high in an international comparison. The hypothesis,
which is to be further explored in the present project, is that the high
degree of mobility between employers could be linked to the relatively
modest level of job protection in the Danish labour market. Another
reason could be higher risk-willingness among workers due to the com-
prehensive social safety net.

The arrows between the corners of the triangle illustrate flows of peo-
ple. Even if the unemployment rate is low in an international perspective,
around 20% of the workforce is affected each year by unemployment and
receives unemployment benefits or social assistance. The majority of
these unemployed persons manage to find their own way back into a new
job. Those who become long-term unemployed end up in the target group
for the active labour market policy, which — ideally — helps them to find
employment again. The model illustrates two of the most important ef-
fects in this connection. On the one hand, as a result of the active meas-
ures, the participants in various programmes (e.g. job training and educa-
tion) are upgraded and therefore improve their chances of getting a job.
This is the “qualification effect” of ALMP.

On the other hand, the measures can have a motivational (or threat) ef-
fect in that unemployed persons, who are approaching the time when they
are due for activation, may intensify their search for ordinary jobs, in case
they consider activation a negative prospect. Thus one effect of labour
market policy will be to influence the flow from unemployment benefits
back to work, also for those unemployed who do not actually participate
in the active measures. A recent study has in fact argued that this motiva-
tional effect accounts for the major part of the overall effect of ALMP
(Rosholm & Svarer, 2008).
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Figure 3.2 The Danish flexicurity model (Madsen, 2006)

The social safety net in the shape of unemployment benefit and social
assistance for the unemployed together with the high flexibility form the
main axis of the model, in the sense that both elements have been charac-
teristic of the Danish labour market for many years. Recognition of the
employers’ right to hire and fire at will dates back to the September
Compromise of 1899. Danish labour market parties here entered into an
agreement that focused on labour market disputes and how to solve them,
as well as the appropriate role of organizations in the system. This estab-
lished centralised negotiations and mechanisms for resolving disputes,
and laid the foundation for the practice of self-regulation by labour mar-
ket parties in most matters of importance to the labour market.

It is therefore important to emphasise that while the term “flexicurity”
has only recently been associated with the Danish employment system, its
basic characteristics have a long history. Thus while the current attention
paid to the Danish model is caused by the significant reduction in unem-
ployment since 1993 and the high employment rate, one should not con-
fuse this recent success with the creation of a fundamentally new version
of the Danish employment system during the last decade. On the con-
trary, one of the fascinating elements of the story about the Danish labour
market is the fact that the model has been able to survive since the found-
ing of the modern Danish welfare state in the 1960s in spite of the eco-
nomic turmoil of the 1970s and 1980s. Furthermore, it has been success-
ful in supporting the ongoing structural changes in the economy, which
have kept Denmark in a position among the most affluent countries in the
world. If anything happened to the Danish model in recent years, it was a
number of labour market reforms that took their beginning in 1993 and
thus mainly affected the pillar of active labour market policy in Figure 3.2.
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One should furthermore mention that the three elements highlighted in
the “golden triangle” are of course not the only elements that support the
interplay between flexibility and security on the Danish labour market.
As further described below, lifelong learning supported by public institu-
tions for labour market training etc. plays an important role in supporting
both functional flexibility and employment security. So does the provi-
sion of combination security in the form of a well-developed public car-
ing system for both children and the elderly. A full understanding of the
security-elements in the Danish model therefore requires a more elaborated
model than the simple triangle in Figure 3.2 (cf. Bredgaard et al. 2009).

3.3 A comparison of central institutions using
international indicators

As mentioned in the introduction to the present chapter, a core question
of the project is whether Denmark, as it has just been depicted, really is
S0 unique, when it comes to the configuration of its labour market institu-
tions. A few quantitative indicators cannot form a final opinion on this,
but a survey of the available data may help us to get a first impression of
the similarities and dissimilarities in this respect.

3.3.1 Employment Protection Legislation

The level of employment protection legislation (EPL) is one of the central
characteristics of the potential numerical flexibility of a flexicurity sys-
tem.2 In Figure 3.3 the 2003 version of the often-quoted index from the
EPL-index from OECD is presented.3 It is constructed by grading a
number of different characteristics of the job protection of an employee
with an open-ended contract, the regulation on temporary forms of em-
ployment, and the specific requirements for collective dismissals.

2 For a survey of the available evidence, see for instance Employment in Europe 2006, chapter 2.

® A version for 2008 is now available from OECD. One interesting finding in the new index is that
the overall EPL for Sweden has been liberalised compared to the 2003 evaluation and is now ranked
second among the Nordic countries (after Denmark). This is due to the liberal regulations of temporary
employees. However, concerning regular employees the rank order is Denmark (1.5), Norway (2.2),
Finland (2.4) and Sweden (2.7).
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Figure 3.3 Indicator of employment protection.
Source: OECD (2004), chapter 2, chart 2.1

The indicator ranks the Nordic countries rather differently. Norway and
Sweden stand out with a rather high level of overall EPL. Finland is close
to average, while Denmark is found in the lower end of the spectrum.
Furthermore, the balance between the three different aspects of EPL dif-
fers somewhat. If one focuses on the protection of workers with an open-
ended contract, Denmark falls to a low position close to the liberal mod-
els found for instance in the UK and Ireland. The actual value of the EPL
indicator for Denmark is 1.5. For Finland it is 2.2, Norway 2.3 and
Sweden 2.9.

Several methodological criticisms can be raised against the OECD in-
dicator. The grading and weighting procedure can be considered rather
arbitrary. Further, in each country there may be fairly different levels of
protection for different groups of employees, which makes the concept of
an average protection level somewhat dubious. Finally, there may of
course be a difference between the stipulations found in labour law and
general agreements, on the one hand, and the actual enforcement of those
rules on the other hand.

In the appendix there is a more detailed presentation and discussion of
the actual protection regime found in each of the Nordic countries.

3.3.2 Unemployment benefits

A crucial institution influencing the functioning of flexicurity systems
characterised by low EPL and a high level of job-to-job-mobility is the
unemployment benefit system. In the description of the Danish model,
the basic axis was thus between the flexible labour market and the benefit
system. In this section we therefore discuss the available information that
can be applied, when comparing benefit systems across countries.
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Figure 3.4 Net replacement rates 2005 for the average of six family types and three in-
come levels in the initial phase of unemployment.

Source: OECD (2007), table 3.1.

The standard source of information, when it comes to comparing benefit
systems, is the regular publication on Benefits and Wages from OECD
(OECD, 2007). It contains detailed information about gross and net re-
placement rates for different income levels, duration of unemployment
and family types. The net replacement rates take into account the taxation
of benefits and also other social cash benefits than regular unemployment
benefits. Comparing benefit levels across countries is complicated due to,
among other things, the different duration of regular unemployment bene-
fits and the different ways in which benefits are dependent on previous
income. The data can therefore only give a rough indication of the rela-
tive income of unemployed compared to employed persons. Also they do
not give an impression of the share of the workforce that is eligible for
the different kind of benefits.

With these caveats, Figure 3.4 presents an overview of the average net
placement rates for a number of European countries including the Nordic
ones. The figure shows net replacement rates only for a short spell of
unemployment (one month).

The picture of the net replacement rates for the initial phase of unem-
ployment is rather mixed. The Nordic countries are in the high end of the
range, but several countries, including countries of Southern Europe, rank
at the same level or even higher. Among the Nordic countries, Denmark
has the highest level of income security, but the difference between
Denmark and the other Nordic countries is not exceptional.

The figures presented above are in many ways “averages of averages”
and only vaguely represent the true situation of the unemployed. Because
of differences in the systems, comparing their generosity is difficult. In
the following, we present the systems of the four countries in some detail,
and furthermore refer to the annex for more information.

All four countries have a primary, earnings-related unemployment
benefit, also called Unemployment Insurance (Ul). Its replacement rate
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is obviously an important factor in the generosity of the system. How-
ever, the benefit cannot be received indefinitely, nor is it available to
everybody. For those not entitled to Ul, its replacement rate is of course
irrelevant.

As a rule, the secondary systems available to those not receiving Ul
are always less generous than the primary earnings-related benefit, and
the difference is larger for high-income earners. Thus, looking at the
share of unemployed entitled to the primary benefit is at least as impor-
tant as its replacement rate.

In Table 3.1, we take a look at three important aspects of the generos-
ity of primary unemployment benefits, namely replacement rate, duration,
and coverage. All figures presented relate to the primary earnings-related
benefit (Ul). First, we present net replacement figures for different in-
come levels, as calculated by the OECD. Second, we give the maximum
duration of the primary benefit. The duration given is what applies for
most unemployed — there may be exceptions for e.g. those who are near
pension age. Other rules may also apply, such as obligatory participation
in activation.

Finally, we show a coveragepercent for Ul. To be noted is that the
coverage is calculated from administrative figures, i.e. registered unem-
ployed job seekers. The definition of an unemployed person is thus dif-
ferent than the one used in LFS, and there can be some methodological
differences between the countries.

Table 3.1 Key figures of primary unemployment insurance benefit in four Nordic
countries (for period 2000-2006). Net replacements rates in 2005 for short-term and
long-term unemployed at different income levels, average of six family types. Cover-
age is calculated as a share of registered unemployed job-seekers.

Net replacement rate, initial phase (one

month of unemployment) Coverage (of
Maximum

) registered
duration 9

unemployed)

Income level (percent of

0, 0, 0,
average worker (AW) 67% 100% 150%
Denmark 91 72 59 48 months 79%
Finland 81 71 59 24 months 42%
Norwa 36/24
Y 79 73 56 months* 60%
28 (14+14)
Sweden 88 71 56 months 64%

Source: Replacement rates OECD (2007), tables 3.1 and 3.2.

Duration and coverage: DK: Databanks of Statistics Denmark, coverage calculated for 2007. FI: Ministry of Employment
and the Economy, coverage calculated for 2003. NO: Coverage is an estimated average for the period 2000-2006. NAV
Arbeid og velferd Nr. 2-2007. SE: IAF / Arbetsférmedlingen, coverage calculated for 2004.

* In 2004 the maximum period a person can get employment benefits was reduced from 152 weeks
to 104 weeks.
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Concerning the replacement rates, the only major difference between the
countries is found for the lowest income level, where Denmark stands out
as more generous than Finland and Norway, but not much different from
Sweden.

The generosity of the Danish system is further stressed with duration
and coverage. It covers the largest share of unemployed (nearly 80%) and
can be received for a duration of four years.

The duration of Ul is shorter in the other three countries. Concerning
the coverage, we observe large differences. In Finland only a minority of
the unemployed receive the primary Ul benefit. Also in Norway and
Sweden the coverage is lower than in Denmark.

Our conclusion is that the most generous UB can be found in Den-
mark, followed by Sweden and Norway. Finland is considerably less
generous, when the coverage of Ul is taken into account.

3.3.3 Active labour market policies

Along with the benefit system, active labour market policy plays a crucial
role in balancing high numerical flexibility with employment security.
Two main sources can be applied for the international comparison of
active labour market policies. For several years, the OECD has compiled
statistics on national expenditure on active and passive labour market
policy and on the number of participants. More recently, Eurostat has
developed its own more detailed statistics on the same subject. Below, the
latter are applied for the international comparison.5

Percent
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Figure 3.5 Expenditure for active labour market policy in 2005 as a share of GDP in
selected European countries. For Denmark data refer to 2004.

Source: Eurostat Statistics in Focus 45/2008.

In Figure 3.5 the information on the expenditure on active labour market
policy is summarized. The countries are ranked by the expenditure’s
share of GDP. Denmark and Sweden stand out as the countries with the

® A rough comparison suggests that for the countries in question, the difference between the two
sources is minor.
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highest expenditure share for active measures. The remaining Nordic
countries are mixed in with other European countries.

The data in Figure 3.5 do not take the different levels of unemploy-
ment into account. However, available information on the spending levels
on active measures per unemployed person calculated in PPS also places
Denmark as the Nordic country with the highest level of spending (Figure
3.6). In this comparison Sweden and Norway spend almost the same
amount per person wanting to work and Finland the least.

Norway | | ‘

Sweden . | I-
Fimand I | ..
Denmark 2005 | -

EU-15 . -

0 1000 2000 3000 4000 5000 6000 7000 8000 9000

@ Training B Job rotation and job sharing DO Employment incentives
O Supported employment and rehabilitation B Direct job creation @ Start-up incentives
B Total LMP services

Figure 3.6 ALMP expenditure by category per person wanting to work (in PPS) in EU-15
and Nordic countries in 2006 (Denmark 2005)

Source Eurostat table B.1.4

3.3.4 Lifelong learning

Within the EU the main source of information concerning lifelong learning
is the Labour Force Surveys, where participants are asked whether they
have taken part in education or training during the last four weeks before
the interview. This statistic thus includes both formal labour market educa-
tion and training provided by private providers. The outcome is shown in
Figure 3.7, which indicates that the Nordic countries (together with the
UK) top the ranking when it comes to lifelong learning in the EU.
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Figure 3.7 Participants in life-long learning in 2006, percent of people 25-64 years old.’

Source: Eurostat Yearbook 2008

3.4 A comparison of Nordic flexicurity profiles

In the appendix (A) more precise descriptions are presented of the coun-
tries’ institutional framework, regarding EPL, UB, ALMP and LLL. The
focus in this section is to compare the countries’ flexicurity profiles. For
this comparison, Denmark has been looked upon as a reference country,
i.e. as an example of a labour market organized in line with the principles
of flexicurity. In this regard, the three other Nordic countries’ flexicurity
profile will be compared to Denmark.®

To illustrate the profiles, four indexes of EPL, UB, ALMP and LLL
have been used (see Table 3.2). The four indexes are calculated as follows:

e EPL: OECD’s EPL-index (2003) divided by 6 (maximum value of
index).

e UB: The share of UB in GDP divided by the rate of unemployment
(see Furaker 2009).

o ALMP: ALMP expenditure as share of GDP divided by the rate of
unemployment (see Furaker 2009).

e LLL: share of persons aged 25-64 taking part in LLL (based on EU-
LFS).

® This attempt to summarize various aspects of flexicurity as national indicators is in line with the
approach of, for instance, the European Union’s Employment Committee (EMCO), which in June 2009
published a report on indicators to be applied for Monitoring and Analysis of Flexicurity Policies.
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Table 3.2: Standardized values of main institutional indicators

EPL UB ALMP LLL

2003 2003 2003 2006

Denmark 0.30 0.34 0.31 0.29
Finland 0.35 0.18 0.10 0.23
Norway 0.43 0.19 0.18 0.19
Sweden 0.43 0.22 0.23 0.32

The EPL score indicates stronger employment protection legislation.
Maximum (full protection due to OECD definition) is 1 and zero protec-
tion is 0. To get standardized indications of how ambitious and prioritized
the support and measures are against unemployment, the expenditures on
passive and active measures have been divided by the rate of unemploy-
ment (see Furaker 2009). However, this index construction is only rea-
sonable if the size of the GNP per capita is fairly comparable, which is
the case comparing these affluent countries. The LLL ratio is the share of
the population aged 25 to 64 that has taken part in training or education
during a reference week. A flexicurity profile should imply low values of
EPL and high values of the other three indicators.

Figure 3.8 illustrates the profiles of the four countries. Denmark is
here used as a reference case, i.e as a country that has institutions creating
a flexicurity framework. Denmark appears somewhat as an outlier in a
Nordic context in the sense that it has the highest values for ALMP, UB
and the lowest for EPL. Only when it comes to LLL does Denmark have

—DK

ALMP

Figure 3.8 Flexicurity profiles of four Nordic countries. Based on Table 3.2.
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a lower value than Sweden. The portrayal of Denmark as a clear example
of a “flexicurity” configuration fits well with the view of flexicurity
found also with the European Commission (Employment in Europe 20086,
chapter 2). Also, not surprisingly, it also fits well with the standard pic-
ture of the “Danish model” as traditionally illustrated by the Golden Tri-
angle in section 3.1 above.

The figures can be said to illustrate different trade-offs between flexi-
bility and security on the Nordic labour markets. The low EPL in Den-
mark is compensated for by substantial efforts on ALMP and UB that
must largely be paid by the public through taxes. In Norway and Sweden
there has been less willingness during the period to support flexibility
through more costly labour market policies. In Finland the employment
protection legislation is not particularly strong compared to Norway and
Sweden. However, there seem not to have been strong demands to com-
pensate for this through more efforts on labour market policies. The result
is an institutional environment that to a lesser degree compensates for
labour market risks.

Looking at the institutional framework in more detail (see Appendix
A), the following characteristics of the labour market institutions during
the period 2000-2006 are the most conspicuous:

e EPL: The low job protection in Denmark. However, the entire Danish
labour market is not equally liberalized — some sectors are more
protected than others due to collective agreements. Sweden has the
strongest protection of regular employees, but quite liberal rules
concerning temporary employees. Norway has more strict rules
concerning temporaries. For regular employees, the rules are more
liberal than the Swedish but more severe than the Danish. The
Finnish rules for regular employees are on the same level as the
Norwegian. However, they are more liberal than the Norwegian
concerning temporary employees.

e UB: The long potential duration time in Denmark (48 months)
compared to the other three countries (24-28 months) and the high
coverage. However, in Finland the so-called Labour Market Support
has, in principle, no time limit.

e ALMP: The low overall expenditures per unemployed person in
Finland. The high overall expenditures on ALMPs in Denmark, and
especially on supported employment and rehabilitation per
unemployed in Denmark (see Table 3.6).

If the illustrations in Figure 3.8 are taken as valid representations of the
institutional characteristics of the four Nordic countries with respect to
the core dimensions of flexicurity, the observed variations across coun-
tries should thus allow a test of a number of hypotheses concerning the



Labour Market Mobility in Nordic Welfare States 51

association between such institutional characteristics and various aspects
of labour market mobility.

In the following section a preliminary overview is given of the possi-
ble correlations to be studied.

3.5 Mobility and labour market institutions

In this section, the focus is on possible relationships between labour mar-
ket institutions and labour market mobility. The purpose is to briefly
summarize the main mechanisms through which the institutions can in-
fluence different kinds of mobility on the labour market. Focus is on the
expected isolated effects of the different institutions. Later some of the
potential interactions between the individual institutions are discussed, as
they play themselves out in the different versions of the Nordic model (cf.
Magnusson et al. 2008).

3.5.1 Employment protection legislation

There is an extensive literature on the effects of employment protection
legislation on unemployment and labour market mobility (see for exam-
ple Nickell 1997; OECD 2004; European Commission, 2006; Skedinger
2008). The general view is that the strictness of EPL affects mobility
rates downward in two main ways: through employers hiring and firing
decisions, or through voluntary mobility decisions by the employees. This
will have an effect on the composition of unemployment with respect to
short- and long-term unemployment. However, there is no agreement on
whether EPL also affects the total level of employment or unemployment.

Furthermore, the relationship between EPL and the uses of temporary
contracts has been studied, which indirectly could have an influence on
mobility (Boeri 1999; OECD 2004).

Employers’ hiring and firing decisions are thought to be affected by
the strictness of EPL (Skedinger 2008). The argument here is that the
strictness of EPL influences the costs of firing an employee: it is harder to
lay off an employee if the EPL is strict, and therefore it will cost more for
the employer. Because of the large costs of dismissals, employees will be
more careful about whom they employ and this will slow down the hiring
process. Consequently, the mechanism points in the direction of a nega-
tive relation between EPL and the mobility from employment to unem-
ployment or vice versa.

However, all mobility by the employees is not involuntary as a conse-
guence of employers’ hiring and firing decisions. Mobility could also be
a voluntary decision by the employee. In this regard, EPL is believed to
influence employees’ voluntary decision of changing employer (Furaker
& Berglund 2009). In many constructions of the employment protection
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legislation, the employee “earns” protection on the basis of how long
he/she has been employed in the organisation. This implies that the em-
ployee has made an investment in protection. And if the employee
changes employer, the investment will be lost. This may make employees
more reluctant about mobility between employers. Consequently, the
strictness of EPL probably has a negative relation to job-to-job mobility.

There is also an indirect effect of EPL with consequences for mobility.
In countries with strict EPL there is a tendency to use temporary contracts
as a way to create numerical flexibility in organisations (Boeri 1999;
OECD 2004). Through the use of temporary contracts, the organisation can
employ without the rising costs of firing. However, using temporary em-
ployees to create flexibility on a labour market with strict EPL is only the
case if the legislation is liberal enough to allow for these kinds of contracts.
The general effect of temporary contracts as a functional alternative to
liberal EPL may imply a positive impact on both mobility from employ-
ment to unemployment and mobility from unemployment to employment.
This can reduce the general negative effects of EPL on mobility.

However, in countries with strict EPL there should be a higher risk
than in countries with low EPL that transitions from employment to un-
employment and from unemployment to employment are made by tempo-
rary employees. Furthermore, temporaries may be overrepresented in job-
to-job mobility because their limited type of contract makes them more
involved in on-the-job search for future employment (Boeri 1999).

3.5.2 Unemployment benefits

There are several different mechanisms affecting labour market mobility
that are related to unemployment benefits. Some of them are rooted in
mainstream economic theory, while others take the literature on Transi-
tional Labour Markets and social risk management as their starting point.

Within mainstream economic theory, one finds arguments about res-
ervation wages, search intensity and moral hazard. The first two mecha-
nisms are related to each other and are believed to influence mobility
from unemployment to employment. The third affects job-to-job mobility
and mobility between employment and unemployment.

Reservation wage is defined as the minimum wage that an unem-
ployed person is prepared to accept in a job offer (Layder et al. 1991;
Mortensen 1977; Nordlund & Strand 2008; Aberg 2001). The level of the
reservation wage is calculated by the individual through relating the pre-
sent income as an unemployed to the prospective wage and security of a
future job. Obviously, individual preferences such as the value of free
time or the importance of a work community also influence this “calcula-
tion”. If the wage of a job offer exceeds the reservation wage, the indi-
vidual will leave unemployment. If not, it will be more rational to stay
unemployed and search for a better-paid job. Furthermore, if the reserva-
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tion wage falls during the unemployment spell, the theory says that the
probability of finding an acceptable job will increase. It is also probable
that the actual reservation wage changes from one job offer to another,
depending on other qualities of the job.

If the first mechanism has to do with criteria for making a choice (ac-
cepting a job), the second mechanism, search intensity, has to do with the
creation of opportunities to make choices, i.e. to collect information about
job vacancies (Layder et al. 1991). Search intensity is related to the un-
employed person’s motivation to find a job. This motivation is affected
by the difference between the reservation wage and the income as an
unemployed (often through UB). The more the reservation wage exceeds
the income, the higher search intensity is expected. Furthermore, the
search intensity is affected by the individual’s perceptions of the chances
to find a new job. Discouraged workers may reduce their search if they
consider the chances of getting a job to be very low.

According to mainstream economic theory, both these mechanisms
have a relation to the design of the UB. The replacement rate of the bene-
fit system is expected to affect both the reservation wage and the search
intensity of the unemployed. Furthermore, the maximum duration of the
UB is significant. The reservation wage tends to fall and search intensity
to rise when the end of the benefit period is approaching. However, the
effects of these mechanisms on employment probabilities may not be
very significant if the benefit period is very long (Virjo et al. 2006). A
selection process may be going on, implying that the unemployed who
are least demanded on the labour market have the highest probability of
reaching the end of the benefit period.

All in all, the general conclusion is that mobility from unemployment
to employment could be affected by the design of the unemployment
benefit (Nickell 1997). Both the replacement rate and the maximum dura-
tion of the UB are expected to have a negative relation to mobility from
unemployment to employment — i.e. the greater the replacement rate and
the longer the maximum duration, less mobility from unemployment to
employment is expected.

However, there could also be another mechanism operating here that
economists usually call moral hazard. This concept refers to an economic
behaviour that can appear in relation to public social security systems
(Lindbeck 2003). Because of the public funding of the systems, the ex-
penses involved in risk-taking behaviour are collective rather than indi-
vidual. This makes it possible for the individual to take more and greater
risks than would otherwise have been done. In relation to the UB, the all-
in-all generosity of the system could create incentives for moral-hazard
behaviour of the individuals. One such risk-taking behaviour is to change
employer (Boone 2004). A change of employer might involve a greater
risk of dismissals for newcomers on a job, for example because of the
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rules of EPL (rules like “last in first out”) or because the employer has
not invested much in the training of new employees.

Thus, the generosity of UB could influence the willingness to take the
risk of job-to-job mobility. This implies a positive relation between the
generosity of the UB and mobility between employment and unemploy-
ment (failed risk-taking) or job-to-job mobility (succeeded risk-taking).
However, it is important to notice that the concept of moral hazard is here
used as a theoretical description of an economic behaviour, and not as a
normative concept. It is important to notice that there are moral hazards
also in relation to employers’ behaviour, i.e. it becomes easier to dismiss
workers if the public pays the costs involved without direct contributions
from the employers.

While most of mainstream economic theory takes a sceptical or even
critical view of the role of UB with respect to labour mobility, the grow-
ing literature on Transitional Labour Markets (TLM) and flexicurity has a
much more positive assessment of the interplay between UB and labour
mobility (see for instance Schmid 2008). The main argument is that the
security provided by UB increases the willingness of workers to take the
risk of leaving a job and move to a new position.

The income security given by the UB will thus encourage risk-taking
and therefore labour mobility. It will also make a lower level of EPL
more acceptable by the workers and underpin a more rapid structural
change of the economy and thereby also the creation of new jobs. A ben-
efit system with high compensation rates and broad coverage is therefore
a prime example of the support for transitions from the perspective of
TLM, or a way to reach a win-win situation from the point of view of
flexicurity.

3.5.3 Active labour market policies

In the literature, one can find indications of both positive and negative
effects of ALMPs on labour market mobility. Furthermore, different
kinds of active labour market policies seem to have different effects. As
has been described above, there are at least four main types of ALMPs.
The first one is public employment services (PES), which has as a main
purpose to facilitate the matching process between employers and job
seekers and make it more efficient (Calmfors et al. 2001). Consequently,
it is reasonable to expect a positive relationship between investments in
PES and mobility from unemployment to employment and job-to-job
mobility.

In the literature on the Danish flexicurity model, ALMPs (beside PES)
are believed to have a positive motivational effect on the unemployed
person’s search intensity (Bredgaard, Larsen & Madsen, 2005). The ar-
gument here is that the programs in the ALMPs may not be very attrac-
tive for the unemployed, and that if activation programs, decided by the
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employment office, are coming closer during the unemployment spell, the
search activity will be higher to avoid coming into programs. This
“threat” may have a positive effect on mobility from unemployment to
employment and thus balance the potential negative incentives of a more
generous unemployment benefit system.

ALMPs that aim at labour market training are furthermore believed to
have a qualification effect on the unemployed (Bredgaard, Larsen &
Madsen, 2005; Calmfors et al. 2001). When there are structural changes
in the labour market, employees may need training to upgrade their skills
and competences, or if their skills become obsolete they may need train-
ing and education for a new job in another occupation or industry. Labour
market training has the function of facilitating these kinds of transitions,
i.e. occupational or industrial mobility. From the perspective of flexicu-
rity, this form of ALMP thus provides employment security for the work-
ers by giving them better competences to get another job, if they lose the
one they have.

Job creation is also believed to have a qualifying effect on the job
training. Furthermore, these policies aim, through the use of subsidised
employment, at matching between employers and people who usually are
farther away from regular employment, for example long-time unem-
ployed or young and inexperienced workers (Layder et al. 1991).

However, there are also indications that ALMPs could have negative
effects on labour market mobility (Calmfors et al. 2001; Fredriksson &
Johansson 2003). Firstly, some ALMPs can create “lock-in” effects. The
mechanism here is that unemployed persons’ search behaviour is less
intensive when they participate or soon are going to participate in pro-
grammes (i.e. opposite to the motivational effect above) and they are also
less willing to move regionally during participation. Particularly prob-
lematic are ALMPs that re-qualify for unemployment benefits (Carling et
al. 1996; Sianesi 2004) or if the income is higher during participation in
programmes.

Secondly, ALMPs can have so-called “crowding-out effects”. This
implies that some job creation programs have the side effect of crowding
out regular employment through the supply of subsidized labour. Both of
these possible negative effects of ALMPs on labour market mobility may
slow down mobility from unemployment to employment. However, these
negative conclusions on the effects of ALMPs were based on studies
conducted during the 1990s’ mass unemployment crisis in Sweden. In
later studies, positive effects of ALMPs (labour market training) on the
mobility out of unemployment have been found (de Luna et al. 2008).

All in all, the research indicates that ALMPs are related to three types
of mobility: mobility from unemployment to employment, job-to-job
mobility, and occupational/industrial mobility. Public employment ser-
vices seem to facilitate the matching process, i.e. the mobility from un-
employment to employment or job-to-job mobility. However, the re-
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search comes to different conclusions on the effects of labour market
training and job creation. This is also exemplified by the results from the
recent Danish study (Bredgaard et al. 2009), which concludes that ALMP
on the one hand seems to support mobility from unemployment into em-
ployment, but on the other hand that a rather high number of participants
in ALPM return to a new programme later.

3.5.4 Lifelong learning systems

The significance of adult education for labour market mobility is not so
well documented. From a flexicurity perspective, one would expect LLL
to have a positive effect on mobility between jobs and from unemploy-
ment to employment through its effects on the competences of the par-
ticipants (employment security). A recent study based on Danish data
indicates that persons in employment who participated in labour market
training have greater chances of moving to another job than non-
participants. But they also had a greater chance of going into unemploy-
ment or leaving the workforce. The latter is probably caused by labour
market training being used more intensively for persons who are in em-
ployment, but facing a risk of unemployment, e.g. due to plant closures.’

3.6 Summing up: Expected mobility patterns in four
Nordic countries

Labour market mobility is an ambiguous concept. There are many differ-
ent kinds of mobility, and the labour market institutions that have been
described above may affect the different kinds of mobility in different
ways. Furthermore, there is disagreement with respect to the size and the
positive or negative nature of the various effects.

It is also important to note that the institutional arrangements cannot
be seen in isolation. They may interact and thus support mobility patterns
that are different from those expected if one only looks at the anticipated
effects from each of the institutions separately.

The main purpose of this section is to sum up some of the expecta-
tions that one may have concerning the observations to be found in the
empirical material. In the conclusion we shall return to these expected
outcomes and discuss the degree to which they are reflected in the em-
pirical results from our analysis.

3.6.1 Expected effects from institutional factors

With these caveats we can, based on available research, sum up the ex-
pected effects from the various institutions as follows.

" For a detailed exposition of the Danish results, see Bredgaard et al. (2008).
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First of all, we will expect a stricter EPL to have negative effects on
mobility between employment and unemployment in both directions. We
will also expect negative effects on workplace mobility, occupational
mobility and mobility between industries.

On the other hand, we will expect a stricter EPL to increase mobility
from unemployment or inactivity to temporary employment, due to the
employer’s incentive to avoid permanent contracts under such a regime.
Also internal mobility could be positively affected, since both employers
and employees would prefer a more stable employment relationship due
to the costs of dismissal and finding employment as newly hired.

When it comes to the generosity measured by the duration and re-
placement rate of UB, we may expect negative effects on the mobility
from unemployment to employment caused by the economic disincen-
tives from high benefit levels. On the other hand, the generosity of UB
could increase the mobility from employment to unemployment, again
due to the economic incentives for the workers. We would also expect a
positive effect of more generous unemployment benefits on workplace
mobility, occupational mobility and mobility between industries, because
a higher benefit level could encourage the willingness of employees to
make more risky transitions.

When it comes to ALMP, we will in general expect positive effects of
more resourceful ALMP on the mobility from unemployment to em-
ployment, due to both qualification and motivation effects. A more ambi-
tious ALMP could also increase the functional flexibility of the work-
force and thus lead to higher mobility between workplaces, occupations
and industries.

Finally, we will expect the scope of LLL to have positive effects on
mobility between unemployment and inactivity on one hand and em-
ployment on the other, based on the assumption that LLL increases the
employability of the participants. Also mobility between workplaces and
occupational and industrial mobility could be stimulated by LLL, again
due to the potential positive effects on the external functional flexibility
of the participants.

3.6.2 Expected similarities and differences between the Nordic countries

With these considerations in mind and the judgments about the countries’
flexicurity profiles, the following overall patterns of mobility can be ex-
pected, when comparing the four Nordic countries of the present study:

Denmark will have a higher mobility rate from employment to unem-
ployment than the other three countries. The explanation is a combined
effect of less strict EPL and rather generous UB.

When it comes to mobility from unemployment to employment, com-
plex mechanisms may be operating. Firstly, the replacement rate of the
UB could have a negative relation to mobility out of unemployment.
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Denmark has the most generous replacement rate, which points in the
direction of less mobility from unemployment to employment compared
to the other countries. However, the differences in replacement rate be-
tween the countries are quite small, which may undermine this type of
effect. Also it may be counteracted by a generally higher level of mobility
on the Danish labour market.

Secondly, the duration of the UB may also be significant, in that a
longer duration may lead to less mobility out of unemployment. In Fin-
land there is a potential of infinite duration of UB (the LMS), which
should lead to less mobility from unemployment to employment com-
pared to the other countries.

Thirdly, the capacity of active measures (ALMP) should have a posi-
tive effect on mobility out of unemployment in a situation without mass
unemployment. The mechanisms here are the motivation and qualifica-
tion effects of active measures. Both Denmark and Sweden come out well
in the use of active measures, which points in the direction of higher mo-
bility rates out of unemployment.

Fourthly, less strict EPL makes employers less reluctant to employ,
which points toward higher mobility rates out of employment in Denmark.

The overall outcome of these different considerations is hard to de-
termine a priori. However, previous empirical analysis would point to an
expectation of finding the highest mobility rates from unemployment to
employment in Denmark, as a combined effect of less strict EPL and the
scope of ALMP.

Furthermore, one might expect Denmark and Sweden to have higher
rates of occupational mobility compared to Finland and Norway due to
the combined effect of more extensive use of ALMPs and LLL.

Also, one could expect Sweden to have higher rates of mobility from
unemployment or inactivity to temporary employment than in the other
countries, as an effect of a strict EPL in combination with liberal legisla-
tion for the use of temporaries. This will especially be in contrast to Nor-
way, which also has a severe EPL, but less liberal legislation regarding
temporaries.

Workplace mobility is facilitated by less strict EPL, generous UB (re-
placement rate), and the effectiveness of the matching process by the
public employment services (PES). The differences between the countries
are not so conspicuous when it comes to the generosity of the UB or the
role of the PES. The great differences have to do with EPL, which is less
strict in Denmark. This could lead to a higher rate of workplace mobility
in comparison to the other three countries.

Finally, due to a more numerically flexible labour market with less
strict EPL and extensive use of active labour market programmes, Den-
mark could be expected to have a higher rate of industrial mobility than
Finland, Norway and Sweden.
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Having thus outlined a number of our ex ante considerations concern-
ing the interrelations between the institutional factors and mobility pat-
terns, we can now turn to the empirical analysis of the different aspects of
mobility and their determinants.






4. Data and Methods

4.1 Introduction

The aim of this study is to compare mobility patterns and mobility levels
in the four countries. A central idea is to study what happens when sev-
eral factors that have to do with business cycles and labour force compo-
sition are ruled out as explanations for possible differences. For this pur-
pose data from the individual countries have been merged together into a
single data set.

The Labour Force Surveys (LFS) are conducted by statistical authori-
ties to collect statistics about the labour force participation and activities
of the population. The statistics can be presented on a monthly basis and
are among other things used to estimate official employment and unem-
ployment rates. In most countries, the LFS includes a panel construction.
This means that the same person is interviewed several times, which
makes it possible to study changes between interviews. In this study, the
panel structure has been used in order to study labour market mobility.

The panel structure of the LFS is not the same in our four countries.
However, in all of them it is possible to construct a setting where two
measurements with 12 months in between are compared in order to study
mobility. For each country, we have created such a data set. Then, we have
checked what time periods and variables are comparable enough between
all four countries. Finally we have combined the data into a single data set.

This chapter begins with some general reflections about studying mobil-
ity on the labour market. We then move on to describe how the 12-month
follow-up setting has been constructed in each country. Simultaneously, the
vast possibilities but also the limitations associated with the data are de-
scribed. We also present the dependent and independent variables used in
the analyses in this report, and reflect upon the possible differences in study
methodology and/or definitions. These issues especially come up when
studying job-to-job, occupational and industrial mobility.

4.2 Measuring mobility in general

Generally speaking, there are two principal methods for studying mobil-
ity. One possibility is a retrospective survey. In the most common and
simple form, this means asking individuals whether they have been mo-
bile, e.g. changed jobs during a timeframe, typically during the last year.
Another variant is to ask what their status is now and what it was e.g. 12
months ago, and compare these results.
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The other possibility is a panel, which means that the situation of the
individual is measured at several (at least two) time points. These are then
compared in order to see whether the status one is interested in has re-
mained the same. The panel method can further be divided into two pos-
sibilities, which are register (the situation is registered continually or at
regular intervals) and a panel consisting of multiple surveys.

An essential feature of most mobility studies is that two points of time
are compared with a “black box” in between. Obviously, labour market
transitions in real life can be complicated and take a lot of time. Such a
setting does not capture this complexity. For instance, in order to observe
an occupational change that occurs with unemployment in between, one
must have at least three measurement points.

Both methods have their advantages and problems. Retrospective sur-
veys have been found to underestimate mobility (Solga 2001). People
tend to forget to report about changes, especially minor ones; the re-
searchers have to rely on the respondent’s own definition of a transition.
Further, the time frame of mobility is not accurate. When people are
asked whether they changed job during the last 12 months, they often do
not remember precisely when a change occurred. One possible explana-
tion for the underestimation of mobility is that they tend to think about a
shorter time.

Panels consisting of several surveys and registers, on the other hand,
have been found to overestimate mobility, at least in its more complicated
forms, such as occupational transitions. This is due to classification prob-
lems, which have received a lot of attention in international mobility re-
search. Typically, the respondent is asked to describe his/her occupation,
which is then classified according to the description given. This proce-
dure is repeated for each survey time point. Minor changes in the choice
of words and/or the change of the person choosing the category may eas-
ily lead to a situation where the occupation is classified into a different
category, even though it in fact had remained the same (so-called “artifi-
cial mobility™). The same problem has been found in virtually all studies,
where occupation has been recoded at every measurement time regardless
of change of employment status. This is called “independent coding” as
opposed to “dependent coding”, where information from the first meas-
urement is used when conducting the survey. For instance, the person is
asked “is your occupation still XX”, and only if the answer is “no” will
recoding occur.

In some cases, the problem of independent coding has been dealt with
by retrospective recoding of the individuals’ occupation from year to year
(Kambourov and Manovskii 2004, Sabirianova 2000). In others, artificial
mobility has been reduced by taking into account only such changes of
occupation/industry where another change (change of employer or em-
ployer’s characteristics) has taken place at the same time or during the
same year (Isaoglu 2006, to some extent also Virjo et al. 2007).
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As a rule, the LFSs in our four countries use the dependent coding
technique. There are some exceptions to the rule, though; later in this
chapter, we describe this matter in more detail.

Another problem with panels is “panel mortality”, which means that
some of the initial participants do not answer to the later surveys. The
longer the panel, the more mortality there is. Further, we can assume that
the most mobile people are more likely to fall outside of the panel, as
they may be more likely to move — even abroad. In Labour Force Sur-
veys, the panel is constantly renewed in order to keep the panel mortality
problem to a minimum — which is why we do not see any signs of signifi-
cant panel mortality in our samples.

4.3 Alternative data sources

The data set we have created by combining LFS panels from several
countries is to our knowledge unique; such a setting has not been used
before. Constructing the data has been laborious, which raises the obvi-
ous question whether it has been worth the effort. Why have we not used
some of the existing possibilities?

An available micro-dataset using LFS is the European Union Labour
Force Survey (EU-LFS), which also includes Norway. The EU-LFS has a
time series covering the years 1983-2007 with quarterly data. The data
include detailed information about people’s labour market situations, but
have the major drawback of not including the panel structure. Thus, the
possibilities for studying mobility with the EU-LFS are very limited.

Andersen et al. (2008) use it to study mobility between main labour
market statuses. Mobility is measured by a retrospective question about
the main status (employed, unemployed etc.) of the respondent one year
before the survey. As mentioned, there can be reliability problems with
retrospective questions. Further, the EU-LFS does not contain detailed
information about the respondent’s situation the year before, which
makes it hard to analyse causal factors explaining the respondent’s pre-
sent situation.

Another possible way to go is register data. One example is the study
by Graversen et al. (2003) focusing on job-to-job mobility in the same
countries as in the present study. The advantages with such data are clear:
the data include the whole population or at least a very large sample of it,
with no non-response problems. Thus, very small subsets of the popula-
tion can be analysed. Often, matches between employees and employers,
unemployment spells, and a lot of other facts can be made and followed
over a long time.

However, there are also major drawbacks with registers, especially
when they are used for international comparisons. These drawbacks are
caused by the fact that registers seldom, if ever, are constructed for the
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purpose of scientific study. Registering practices are formed for adminis-
trative purposes — meaning that they will also be different over time and
in place in order to suit the needs of administration in the present state of
legislation. This brings at least two large problems. First, registers often
include “artificial” mobility caused by technical details. Even in national
studies, they have to be thoroughly “cleaned” in order to produce reliable
results (see Virjo et al. 2007 — the results acquired with “uncleaned” data
are similar to those reported by Gravesen et al. 2003).

Second, the problems are even larger when using registers for interna-
tional comparisons. The national practices in managing the registers can
differ in ways that are very hard for the researcher to discover and pay
attention to in the analyses. If the LFS data have systematic error in esti-
mating the level of mobility, the error is very likely to be similar in all
countries because the data are gathered in a standardized way — even
though context and the exact wordings of questions in different languages
can never be completely standardized.

For register data, there are no such standards and it is possible that the
kind of overestimation found in Finnish registers does not occur else-
where. Thus, the data are not only somewhat different in each country to
begin with; they also must be “cleaned” in a specific way in each country.
Combining such data reliably in the way we have done with LFS data is
an extremely difficult task. Using register data is therefore associated
with great risks in comparing levels and rates of mobility between coun-
tries. A further drawback with registers is that “occupation” is seldom
registered, which makes occupational changes impossible to measure.

The LFS data have also drawbacks and one is that labour market mo-
bility tends to be underestimated due to problems in counting both main
and secondary jobs in the mobility estimates (Hardarsson 2003). Fur-
thermore, people have a tendency to underreport changes in status be-
cause their memory falls short. However, these problems should be equal
in all the countries (we have no reason to believe that, for example,
Finns” memories are better than those of Danes) and minimized through
the use of the panel structure in LFS. The methods and indicators used in
LFS are highly standardised and well documented. This makes it possible
to evaluate the reliability of the measures used. All in all, LFS is a reli-
able data source for international comparisons.

4.4 Constructing the data

The present study takes its departure in the Labour Force Surveys in the
four countries. Below and in Appendix B there are detailed descriptions
of the indicators. The samples are random and of enough size for statisti-
cal inferences with relatively small confidence intervals (Table 4.1). The
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age span of 16-63 years has been decided for reasons of data — for these
ages, we have complete data from all four countries.

Table 4.1 Sample size, population aged 1663 years.

Denmark Finland Norway Sweden
2000 11,969 21,867 9,609 19,920
2001 11,910 21,306 9,385 19,659
2002 11,841 21,134 9,681 24,835
2003 11,206 20,851 9,563 22,924
2004 10,894 20,499 9,571 19,911
2005 10,645 20,116 9,486 11,203
2006 0 19,225 9,023 22,332
Total 68,465 144,998 66,320 140,784

When using the EU-LFS, one drawback is that only retrospective ques-
tions can be used to measure mobility. This problem can be overcome —
with the exception of workplace mobility, where we have to rely on a
retrospective question — by using the panel structure, which is a feature of
the LFS in all four countries studied. People in the panel take part in the
survey several times. Each time, they are asked e.g. if they are in em-
ployment during the interview week, which occupation they have, how
many hours they have worked and so on. Consequently, the questions
refer to the respondent’s present situation, which should make the indica-
tors more reliable than using retrospective questions.

The structures of the national samples used in the study are not exactly
the same. The reason for this is two-fold. Firstly, the panel structure is not
standardized, meaning that the countries differ in how a one-year follow-
up can be constructed. Secondly, the Swedish data set existed before the
Nordic project was launched. Initially the thought was to use it as a
model for how the samples should be organized in all countries. How-
ever, the Swedish model would have resulted in very small sample sizes,
especially in Denmark. Therefore, a decision was made to use a different
structure of the samples in Denmark and Finland than in Norway and
Sweden. In the following, we describe in detail the process of construct-
ing the one-year follow-up in each country.

In all analyses of this report, mobility is studied during a period of one
year. The points of measurement are referred to as t and t+1. What t and
t+1 exactly are in the countries is described below. When reporting a
time series, e.g. mobility between occupations in 2000-06, the year given
refers to the year of measurement point t, in other words the start year of
possible mobility. For instance, an occupational mobility of 10.0% in
Sweden for the year 2002 means that 10% changed occupation between
2002 and 2003. Also, in most cases the background information refers to
time t. Thus, when we mention the respondent’s age or education, it
means his or her education at time t, not t+1.
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4.4.1 Sweden

Each respondent in the survey stays in the panel for two years (see Figure
4.1). During this time, the respondent is interviewed eight times with an
interval of three months — thus, they are interviewed quarterly. The Swed-
ish LFS is organised in three monthly samples (A-C). The samples are
divided into 8 rotation groups which are successively changed. After the
eighth interview, the respondents in the eighth rotation group are dropped
from the panel and replaced. The starting point (and consequently the end-
point for the eighth rotation group) can occur at any month of the year.

The sample size for each monthly sample has fluctuated from 17,000
to 22,000 during the studied period (2000-2006). The target population is
people residing in Sweden and — until 2005 — between 16 and 64 years.
From 2005, the age span was widened to 15-74 years as an adaptation to
EU standards.
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Figure 4.1. The Swedish data set

The Swedish data set for our study has been constructed in the following
way. The first quarter of the year t is our starting point. Respondents from
the rotation groups that will stay in LFS at least to the first quarter the
next year (t+1) are chosen for the sample (i.e. rotation groups 1-4).
These rotation groups in the three monthly samples are then pooled to-
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gether. The data set also contains information about the respondents’
labour market situation in the 3 quarters between t and t+1. In this study,
such information is only used when it is necessary in order to construct
the respondent’s status at t+1.

The total dropouts from the surveys are around 20%. In Table 4.1 the
yearly sample sizes after dropouts are shown. For most of the years the N
is around 20,000. However, in 2005 there was a major reconstruction of
the Swedish LFS, which is why the sample for that year has only half of
the size for the other years.

In this report, we will study population aged 16-63 years. The reason
is that until 2005, respondents turning 64 left the LFS. The same age span
is of course used for the other countries.

4.4.2 Norway

The Norwegian LFS and the data set used in our study are very similar to
their Swedish counterparts (see Figure 4.2). There are some differences,
though. Firstly, there is only one sample for each quarter. Secondly, the
sampling unit is not individuals but families (a special family register,
together with the population register, is used as the sampling frame). All
members in the family between 16 and 74 years old (15-74 since 2006)
are interviewed.
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Figure 4.2. The Norwegian data set
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The sample size in each quarter is approximately 24,000 respondents. As
in Sweden, the sample is constituted by a panel in which each family
participates 8 times during 2 years. Thus, they are interviewed one time
every quarter. The panel is successively replaced through a system of
eight rotation groups — one exchanged each quarter.

The Norwegian data set is organized like the Swedish. The starting point
is the first quarter each year and rotation groups 14 are followed to the first
quarter of the next year. However, one main difference is the size of the
group of respondents that are included in the data set. After missing cases
(around 10%), the yearly sample of 16-63-year-olds is around 10,000.

4.4.3 Denmark

The Danish LFS is a rotating panel survey. In every quarter of the year a
sample of approximately 16,000 persons aged 15-74 years is selected
(15-66 years in 2000). This sample is then divided into 13 subgroups and
each subgroup is interviewed with reference to a specific week in the
quarter. Hereafter the respondents are interviewed two more times. The
second interview takes place one quarter after the first interview and the
third one year after the second interview. The response rate is lower in
Denmark than in the other three countries (63-68%).

Because of the rotation structure in the Danish panel, only one third of
the sample also takes part in the survey 12 months later. In combination
with the lower response rate, this means that the data set would have be-
come very small if it had been constructed in the same way as in Norway
and Sweden. In order to get a larger sample, the data set has been con-
structed using all the quarters during a year as a starting point (Figure 4.3).
Another thing to notice is that the starting point t is the second interview
which is compared to the third interview 12 months later (at t+1).

Year t Year t+1
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2. inter- 3.(t+
view (t) 1 year)
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Figure 4.3 The Danish data set
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4.4.4 Finland

In Finland, the LFS consists of monthly samples including respondents
from five rotation groups. The sample size each month is approximately
12,000, i.e. 36,000 each quarter. The sample unit is individuals aged 15 to
74 permanently residing in Finland. The response rate during our study
period has fluctuated between 78 and 85%.

The panel structure is different from the other countries (Figure 4.4).
There are five interviews, which take place with an interval of three
months except for the fourth interview, which is done six months after
the third.

From the Finnish panel structure, it is possible to construct a data set
in both ways, i.e. as it has been done in Sweden and Norway, and as it
has been done in Denmark. The Swedish model would have resulted in a
smaller sample size, which is why the Danish model was chosen. That
way, our data set comes to include all participants aged 16—63 in the Fin-
nish LFS. Time t is evenly distributed throughout the year, which means
that the mobility rates produced are annual averages.
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Figure 4.4 The Finnish data set

4.4.5 Some remarks about the effects of data construction

In each country we have formed a data set making it possible to study
mobility over a period of 12 months. The four data sets have then been
pooled together, which makes it possible to have multivariate analyses
with the country as one of the independent variables. The combined data-
base is located on a server of Statistic Denmark. All researchers in our
group have had remote access to the database.

Apart from the obvious things such as sample size, there are two ma-
jor differences between the individual data sets, which may have some
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bearing on our results. The less important one has to do with the number
of interviews between t and t+1. In Sweden and Norway, there are three
interviews in between. In Finland there are two and in Denmark none.
The number of in-between interviews only has relevance to variables
which are constructed by accumulation. An example is occupation: in
each interview, the respondents will be asked whether they still hold the
same occupation as in the last interview. A series of “no” answers will
result in no occupational mobility. It is possible that the fact that there is a
different number of interviews has some effect on the outcome of such
variables — this issue is dealt with in more detail later.

More importantly, there is a difference in when our measuring points
occur. In Sweden and Norway, mobility is measured between the 1%
quarter of year t and the 1% quarter of year t+1. In Denmark and Finland,
the measuring points are evenly distributed throughout the year, meaning
that the mobility rates produced are annual averages.

The question is how this might affect our results. If and when there are
seasonal differences in mobility, this may cause differences between
Sweden and Norway on one hand and Finland and Denmark on the other.
Put in seasonal terms, we only measure mobility from one spring to an-
other in Sweden and Norway, whereas we also have “summer-summer”,
“autumn-autumn” and “winter-winter” mobility in Denmark and Finland.

To get some clue to the consequences of this difference in data struc-
tures, we have made a comparison with the Finnish data. As we have the
whole LFS population from Finland, we can easily select only mobility
between 1% quarter in year t and 1% quarter in t+1. That way, we see what
the Finnish results would have been if the data were constructed in the
Swedish way. In Table 4.2, such mobility rates for the different indicators
used in this study (defined later in this chapter) are compared with the
results obtained through the Finnish construction. Similar comparisons
cannot be done with our Norwegian8 and Swedish datasets, and with the
Danish data set the comparison would be less reliable, as the sample size
for the “Swedish model” would be very small.

When it comes to mobility between labour market statuses (employ-
ment, unemployment, inactivity), the differences seen in Table 4.2 are
remarkably small. We can thus assume that these kinds of results are very
comparable between the countries even though the data sets have a
slightly different construction.

& With Norwegian data, we were able to replicate some of the comparisons in Table 4.2 — with the
difference that we compared results between 1% quarter t and 1% quarter t+1 with the mobility between
2" quarter t and 2™ quarter t+1. The results obtained confirmed the overall picture from Table 4.2.
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Table 4.2 Mobility rates for different indicators in Finland; a comparison of the data
structure in Fl and DK vs. the structure in NO and SE. Population aged 16-63
years.percent.

First Quarter All quarters
Employment to unemployment 2.7 2.6
Employment to inactivity 6.7 6.7
Unemployment to employment 38.1 38.9
Unemployment to Inactivity 27.4 27.3
Inactivity to employment 11.6 11.8
Inactivity to unemployment 5.4 5.2
Workplace mobility 9.7 11.1
Occupational mobility 8.3 9.2
Industrial mobility 7.2 7.7
Into temporary contracts 2.5 2.7
Out of temporary contracts 35.2 32.8
Into part-time (up to 34 hrs/week) from full-time 3.6 3.3
Into full-time from part-time 3.8 3.9

In some other indicators, we see larger differences. Firstly, the Swedish-
Norwegian way produces somewhat lower workplace, occupational and
industrial mobility rates. This is an expected finding, as people working
seasonally only during the summer will of course have changed work-
place, and are more likely to have also changed occupation and/or indus-
try than others. A conclusion is that with these three forms of mobility, the
Swedish and Norwegian rates will be somewhat underestimated when
compared to Finland and Denmark.

A further difference can be seen regarding atypical work. With the
Finnish-Danish data construction, we get somewhat higher rates of tran-
sitions into temporary contracts, and lower rates of transitions out of
temporary contracts and into part-time work. The difference regarding
transitions out of temporary contracts is especially large.

For future research, we think that the way used in Finland and Den-
mark is better. It generates much larger yearly samples and smooths out
seasonal differences. Such a design is entirely possible with the Swedish
and Norwegian LFSs. As mentioned before, the reason why this is not
done in the present study is that the Swedish data existed in the present
form before the comparative project. After finding out that we could not
use it as a model, we did not have the possibility to rearrange it in a way
similar to Denmark and Finland.

4.4.6 Consequences of weights and response rates

A last remark concerning data is that no weights have been used in the
analyses. In the normal use of LFS, weights are utilized to produce abso-
lute numbers and compensate for biases due to non-responses. In general,
however, the bias in the LFS due to non-responses is not that severe
compared to other samples. The reason is a high response rate. However,
when the sample is broken down into smaller categories, for example
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unemployed or temporary employees, there may be larger problems with
NoN-responses.

In this study, we have chosen not to use weights in the analyses. The
main reason is that it is simply not possible to weigh transitions between t
and t+1 when transition rates in the population are unknown.®

Because the main subject of interest in our study — the transitions —
cannot be corrected by weight variables, we have chosen not to use them
in the few descriptive sections, either. This may cause slight deviation
from official figures.

There is, however, a mechanism that can cause problems in our analy-
ses. This occurs if a person’s probability of taking part in LFS changes
along with his/her status on the labour market.

This is obviously a possible source of error in all of our mobility ana-
lyses. If the group making the studied transition has a higher or lower
combined response rate than the stable group, the transition rate will be
over- or underestimated.™ It is a well-known fact, confirmed by weight
variables in our data sets, that the employed have a higher response prob-
ability than the unemployed. This leads us to believe that we tend to
overestimate transitions from non-employment into employment while
underestimating transitions from employment to non-employment. It is
very difficult to speculate about how this mechanism might affect the
other transitions studied in this report.

However, there is a strong argument for assuming that the errors in
our estimations actually are smaller than they appear in the example. This
is because the probability of taking part in the survey at t+1 is not inde-
pendent of the probability of having taken part at t. In other words, the
likelihood of answering to an LFS survey can be thought of as a personal
trait, which is not likely to change just because the person has been mo-
bile on the labour market.* The probability of answering at t+1 is most
likely more dependent on whether the person has answered at t than it is
on the person’s labour market status. This argument is confirmed by cal-
culations with the Finnish data: the probability of answering at t+1 is

® The weights used in LFS are only available for cross-sections — that is, either t or t+1. Our sample
consists of individuals who have answered both at t and at t+1. Weights can be applied to cross-
sections, because the actual frequencies of the weighed population groups are known. A central starting
point of this study is that transition rates are unknown. We cannot know, for instance, if people who have
changed workplace are more or less likely to take part in a survey than people who have not done so.

0 To illustrate, let us consider a fictive, simplified example: Let us assume that we have a sample of
1000 people who are all unemployed at t. In real life, 500 of them have become employed at t+1 while
500 remain unemployed. The correct transition rate is obviously 50%. Let us further assume that an
employed person has a response probability of 90% for one interview in the survey, while an unem-
ployed person’s probability is 80%, and that the response probabilities are not interdependent. With
these assumptions, our data capture 64% (80% x 80%) of those who remain unemployed, while 72%
(80% x 90%) of those making the transition are included. Of the original 1000, we will then have in our
data 360 people making the transition (72% x 500), and 320 people (64% x 500) remaining unemployed.
Thus, we overestimate the transition rate to 360 / (320 + 360) = 52.9%.

™ In terms of the example above: even if the general response rate is 90% among employed and
80% among unemployed, it is not likely that the probability of any given person to take part in the
survey would change by ten percentage points if the person were to make a transition between the two
states.
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much more dependent on if one has answered at t than it is on the per-
son’s labour market status.*?

Further, it should be noted that the above mechanism has nothing to
do with differences in response rates between countries or years in gen-
eral. If non-response is randomly distributed, the estimate of a certain
type of mobility should be nearly as reliable with a 60% response rate as
it is with an 80% one. What matters is if there are relative differences
between the response rates of the mobile and the non-mobile.

In conclusion, we believe that having different response rates between
countries and years, and not correcting with weights, has relatively little
effect on our results. *® It should be kept in mind that most analyses have
built-in controls in the sense that they only operate with subpopulations
or include control variables. However, there is a possibility that the mo-
bility rates reported deviate from the ones in reality — due to pure chance
(as always in statistics) or through the mechanism reported above of dif-
ferent response rates for different kinds of transitions. The deviations are
likely to be small and we have no reason to think they would be different
from one country to another.

4.5 Statistical analyses

There are several different strategies used to analyse mobility throughout
this report. One of the main ways is to present gross mobility rates for the
mobility indicators. This is more complicated than it sounds, as differ-
ences in definitions and data set construction must be taken into account
when interpreting the results.

Gross mobility figures do not take into consideration differences in
the composition of the national labour markets or differences in busi-
ness cycles. To control for these factors multivariate analyses have to be
conducted.

All the multivariate analyses used in this report are either binomial or
multinomial logistic regressions. These statistical techniques are appro-
priate to use — instead of ordinary least-square regressions — when the
dependent variables are on a nominal level and we try to estimate the
probability for a certain outcome (Long 1997). Some of the dependent
variables presented below are dichotomies, e.g. workplace mobility. In

12 During 2000-06, the response rate of a single interview in the Finnish LFS varied between 77 and
84 per cent for those aged 15-63. However, for those who had not answered at t, the probability of taking
part at t+1 was only 32%. By labour market status at t, the average response rates at t+1 where as
follows: 93% for the employed, 89% for the unemployed, and 91% for the inactive.

¥ This assumption was tested with one of the models — only for Finland, though, as weight vari-
ables are not included in the combined data. The results of the logistic regression on factors affecting
workplace mobility (chapter 8) were compared with and without cross-sectional weights from time t.
(The weight variable was adjusted so that it did not inflate the number of cases in the analysis). In short,
the models produced almost identical results. Of course, we saw small differences in the coefficients, but
nothing that would change the interpretation of the model. This supports our position that using or not
using weights has little effect on our results.
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these cases, binomial logistic regression is used. However, in other cases
the dependent variables have more than two values, and multinomial
regression is the appropriate statistical technique.

In the analyses in this report the regression coefficients presented are
in the form of odds ratios. An odds is a probability that a certain event
will occur divided by the probability that it will not happen (e.g. probabil-
ity of changing jobs divided by the probability of staying in the same
job). An odds ratio is two odds divided by each other. In most analyses,
we use reference categories to which an odds for a certain category is
compared. For example, if men are the reference category, the odds for
women is divided by the odds for men (Odds(w)/Odds(m)). A ratio of 1
indicates that the odds for women and men are equal. A ratio below 1
indicates a lower odds for women than for men that the event will occur
(e.g. a workplace change) and a ratio above 1 indicates a higher odds for
women than for men for the event to occur. For instance, an odds ratio of
1.10 tells us that women have a 10 per cent higher probability of work-
place change than men do, when all other variables in the model are con-
trolled for.

In some of the analyses, the concept “predicted probability” is used.
This refers to the probability of an outcome (e.g. change of workplace)
for an individual with certain characteristics on the variables in the statis-
tical model used in the analysis (e.g. female, aged 35-44, married, with
children etc.). Predicted probabilities are used to give illustrations of the
probability of mobility for certain categories, whereas odds ratios always
are only relative measures that do not give concrete indications of prob-
able mobility rates. However, it is important to remember that the pre-
dicted probabilities presented are not absolute values, but statistical pre-
dictions according to a model, with the normal statistical uncertainties.

4.6 Dependent variables

In this section, we briefly address the main differences between the coun-
tries regarding data and definitions. We also state our main conclusions
about how they may affect the results — these conclusions are then kept in
mind when interpreting the results. For readability, we have tried to keep
this section as short as possible. A more detailed account of the differ-
ences is presented in Appendix B.

In all analyses, mobility is studied for a one-year period. In other
words, transitions between t and t+1 are studied. It is important to notice
that this way of measuring mobility somewhat underestimates the amount
of total transitions. For instance, if a person is employed at both t and
t+ 1, we record no transition even if s/he has been unemployed and/or
inactive sometime in between.
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4.6.1 Mobility between main labour market statuses: Employment,
unemployment and inactivity

Main labour market statuses refer to whether the respondent is em-
ployed, unemployed or inactive during the studied reference week. In
general, one is counted as employed if one has worked at least 1 hour
during the reference week as employed, self-employed or as a contribut-
ing family worker. Furthermore, individuals temporarily absent from
work because of sickness, parental leave or vacation are usually in-
cluded in the category.

Unemployed are individuals that are not employed during the refer-
ence week, but are available for work, want to have work and have ac-
tively searched for work during the preceding four weeks. Also, people
waiting for a job to start soon may be counted in this category. Students
looking for work in the way described are included in the category.

The LFS in Sweden was adapted to the international definition as late
as 2007. However, for purposes of international comparison, sufficient
data were gathered already during our study period. We have therefore
been able to add full-time students searching for a job to the Swedish
official category of unemployed in LFS. The unemployment indicators
are thus to a great extent similar between the four countries.

Inactive are individuals not classified as either employed or unem-
ployed. Main groups in this category are students and retired people. La-
tent job seekers — people who want to have a job and are available for
work, but have not actively searched for one — are also included.

Participants in active labour market policy programmes may end up in
any of the three categories depending on the nature of the programme and
whether they have actively searched for work lately. Subsidized jobs with
regular pay are counted as employment. Many trainee positions are
counted as unemployment if the person fulfils the active search criterion.
Some educational programmes have the nature of studying, and partici-
pants are most likely to be categorized as inactive.

In the analyses to come, there are three different possible outcomes at
t+1 for each labour market status at t. For example, if you are employed
at t you can remain employed at t+1 or you can have made a transition
into unemployment or inactivity. In chapter 5, all six possible transitions
are listed.

4.6.2 Mobility into and out of temporary jobs and part-time jobs

The information used on temporary employment in chapter 6 is the type
of contract the person has in his/her main job. In the LFS it is first of all
determined whether the respondent works as a wage-earner or as self-
employed or helping family member. If the respondent is a wage-earner,
then he or she is asked whether the job is permanent/a work contract of
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unlimited duration or whether the job is temporary/a contract of limited
duration.

Combining the information of type of contract with the information of
main labour market status, it has been possible to create indicators on the
flows into temporary employment and out of temporary employment. As
above, the transitions have been measured on a one-year basis.

In the LFS, there are many different indicators of working time, and
they are not all found in the exact same form in our four countries. In the
analyses made in this report, ordinary working time in main job has been
used as a point of departure to distinguish between full-time and part-time
jobs. It must be pointed out, though, that the original question resulting in
this variable varies between the countries. In Finland and Denmark, the
question refers to normal working time, including paid and unpaid over-
time if it has become customary. In Norway, the question is about con-
tracted working time and in Sweden about agreed working time. In prac-
tice, we may expect some difference especially between Finland and
Denmark on one hand, Sweden and Norway on the other.

A full-time job is defined as a job with an ordinary working time of 35
hours or more during a week. Part-time jobs are further divided in long
part-time (20-34 hours) and short part-time (1-19 hours) jobs. In the
same way as for type of contract, the information of working time has
been combined with main labour market status, which makes it possible
to measure many different kinds of transitions into and out of part-time
employment. Furthermore, upward change in working time has been
studied (see chapter 7 for a more elaborate presentation of the indicators).

4.6.3 Workplace, occupational and industrial mobility

In this section, we provide an insight into the issues specific to the analy-
sis of workplace, occupational, and industrial mobility. Even though the
Labour Force Surveys (LFS) are highly standardized and thus similar
across our four countries, there are some important differences. In addi-
tion, we lack comparable data for some countries and years — an overview
of what is missing can also easily be obtained from Tables 8.1-8.3 in
chapter 8.

On a general level, we must note that occupational and industrial mo-
bility cannot be studied between non-employment and employment. It
would of course be highly relevant to know e.g. if a person who has
moved from unemployment to employment has changed occupation. This
cannot be studied, as an occupation is generally not registered for an un-
employed person in LFS, and especially not in a similar manner in all of
our countries.

Further, we must keep in mind that there is a slight difference in the
construction of the data sets. In Sweden and Norway, mobility is studied
between the first quarter of year t and first quarter of year t+1 — whereas
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in Finland and Denmark, start and end points are evenly distributed over
the years. In all cases, the period when mobility occurs / does not occur is
12 months.

The indicators of industrial and occupational mobility have a different
character than those of workplace mobility. Firstly, workplace mobility is
the form of mobility where definitions vary the most between countries.
Secondly, workplace mobility measures whether a person has switched
workplaces at least once between t and t+1. Thus, a possible workplace-
change will be observed even if the person has returned to his original
workplace by t+1. With occupation and industry, we only compare t and
t+1 and do not observe what has happened in between.

All forms of mobility described below are measured only when the
person is employed at both t and t+1.

Dependent / independent coding in our data

Coding of the variables is, as a rule, dependent. In follow-up interviews,
the person is e.g. asked whether his/her occupation is still the same — and
only if it has changed will recoding take place. This rule has exceptions
in some of the countries. For instance, if a person cannot be reached for
one of the interviews, the next interview will in some countries be a new
independent interview — while in some countries, it will be a follow-up of
the last completed interview. For more details about independent / de-
pendent coding in LFS in our countries, see Appendix B.

Independent coding of job-related variables is used in all countries if
the person has been non-employed in the previous interview. This means
that e.g. if a person has been briefly unemployed during an in-between
interview, independent coding will be used. Mobility between employ-
ment and non-employment varies over time, so this may have some bear-
ing on the results.

There is more independent coding in Norway above all, but also in
Sweden, than in Denmark and Finland. Our conclusion is that the Norwe-
gian mobility rates most likely contain a somewhat higher share of artifi-
cial mobility than the others do.

Occupational mobility

In principle, the construction of the occupational mobility variable is very
simple. Occupation at t is compared with occupation at t+1, and if they
are not the same, then there is mobility.

The reliability of the variable has to do with the issue of dependent /
independent coding. In the typical case where dependent coding is used,
the occupational code is defined in the first interview. In follow-up inter-
views, the person is asked if s/he still has the same occupation. If the
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answer is “yes” in all interviews leading up to t+1, the code remains the
same and there is no mobility.

If not stated otherwise, the comparison is done on a 3-digit level of the
occupational classification. As an example, this level of detail separates
“travel staff (guides, etc.)” from “restaurant staff (cooks, etc.)” — but does
not distinguish between waiters, bartenders and cooks. International
Standard Classification of Occupations (ISCO) is used in all countries as
a rule, although there may be some national variations.

For Finland, data comparable with 1ISCO exist from 2002, which is
why mobility between 2000 and 2002 is not used in the comparisons.

For Denmark, we have learned from DST that the way industry and
occupation are coded was changed somewhat in 2001. This leads to ab-
normally high mobility levels between 2000 and 2001. Therefore, compa-
rable occupational and industrial mobility is available for Denmark be-
tween 2001 and 2006.

Industrial mobility

Industrial mobility is measured on 2-digit level of the NACE classifica-
tion (with slight national variations). The variable is constructed in the
same way as the occupational mobility variable.

In most cases, information about industry is acquired from register based
on the name of the interviewee’s employer. The exception is Norway, where
the industry code is decided based on what the interviewee says.

Industrial mobility may occur even in cases where the actual change in
the individual’s work environment is very small. This can be the case when
a firm changes its official line of business or merges with another firm.

For Sweden, we do not have information about industrial mobility be-
tween 2002 and 2003.

Workplace mobility

In a number of studies, this phenomenon has been called job-to-job mo-
bility. However, to be precise, the LFS does not measure change of job.
Also, previous studies have had very different and partly contradictory
definitions of what is meant by a job or job-to-job mobility. This is why
we have decided to use a more exact term.

To complicate things even more, the definition is not the same in all of
our countries.

o In Denmark, Finland, and Norway, the variable refers to a change of
physical workplace.
¢ In Sweden, it refers to a change of employer.
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Thus, the most precise term possible would be workplace / employer
mobility. For convenience, and because Sweden is the exception, we have
consequently decided to use the term workplace mobility in this study.
When looking at the results, we will remind you of the deviating Swedish
definition.

Workplace change is thus not to be equated with a change in employ-
ment contract. For instance, several consecutive temporary contracts
within the same physical workplace / employer will be considered as one.
A shift from a temporary to a permanent contract will not in itself consti-
tute workplace mobility, either.

However, if there is any unemployment or time outside of the labour
force at all between contracts, this will be recorded as a workplace chan-
ge. Thus, workplace mobility is not a straightforward comparison of jobs
at t and t+1. If there has been any change or disruption between t and
t+1, a workplace change will be indicated even if the person had then
returned to the exact same workplace / employer.

Further, a person may have changed task within the same workplace /
employer (for instance, from being a doorman to a chef in a restaurant),
but this does not register as a workplace change in the LFS. Also, the
name of the workplace or company may have changed — through a
merger or otherwise — but if the person is still working at the same physi-
cal place (or same employer in case of Sweden), no workplace mobility
has taken place.

In Denmark, Finland, and Norway, the concept of workplace change
is not to be equated with employer change, either. You can change work-
place while your employer and possibly also your terms of employment
stay the same. This is the case e.g. when a teacher moves from one school
to another within the same municipality. Thus the definition of workplace
mobility in these three countries always comes down to physical work-
place.

In Sweden, however, changes of workplace with the same employer
do not constitute mobility according to our variable. This means that
Swedish workplace mobility will be somewhat underestimated in com-
parison to the other three countries. This may be especially true for Swe-
den with its large public sector.** The larger the employers, the more
probable it is to change physical workplace without changing employer.
Thus, when interpreting the results, we should keep in mind that Swedish
workplace mobility will probably seem lower than it actually is (or would
be with the exact same definition).

A further complication is that workplace mobility cannot be measured
in a standardized way across countries. A detailed description of the vari-
able in each country is provided in Appendix B. Briefly, it can be said

4 still, it must be kept in mind that the employer in Swedish LFS is the entity paying your salary.
These entities are not infinitely huge in the public sector, either — this depends on the organization. Thus,
it is likely that a change of physical workplace will most often result in a change of employer in Sweden.
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that Finland and Denmark base their measure purely on one retrospective
question asked at t+1: “when did you start working at your current work-
place?” If the person started less than 12 months ago, a workplace change
is observed — provided, of course, that the person was employed at t.

In Sweden, interviewees are asked whether they have changed em-
ployer since the last interview. The 12-month variable is accumulated
from four interviews: if the answer is “yes” at least once, a workplace
change is indicated. If there has been a change, it is always controlled that
an actual change of employer has taken place, not merely a change of
name.

In Norway, we have the possibility of using either the retrospective
question or a cumulative one, but not for the exact same period. Unfortu-
nately, the retrospective question used in Finland and Denmark is in
Norway asked only in the second quarter of the year — while the other
mobility variables from Norway normally describe mobility from first
quarter in t to first quarter in t+1. This has led us to construct two alterna-
tive workplace mobility measures for Norway.

In our primary variable, we have used a hybrid construction, where in-
formation from the retrospective question is used when possible and
adapted to the 1% — 1% quarter period. What makes the variable a hybrid is
that such information is not always available. Whenever this is the case,
cumulative information from follow-up interviews is used. A small pro-
portion does not have this information either — for them workplace-
change is equated with industrial mobility.

The alternative variable is similar to the Finnish and Danish variables
and describes workplace change between 2™ quarter t and 2™ quarter t+1
according to a retrospective question. No other information has been
used. This makes for a larger share of missing cases, which are as random
as the overall non-response in LFS. Mobility rates given by the alterna-
tive variable are more comparable with the other countries, especially
with Denmark and Finland. As the period of measurement is different,
this variable cannot be used when studying combinations of different
forms of mobility.

Because of changes in LFS, workplace mobility from Norway and
Sweden are not available from 2005 onwards.

4.7 Independent variables

Earlier research has found many different factors that may affect labour
market mobility (see chapter 1). Our strategy has been to incorporate
most of these possible determinants in a standard model that, with minor
differences, has been used in a similar way in all multivariate analyses
conducted in the report. The independent variables and their categories
have been driven by data (what is available in all countries), theory (what
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can be expected to have an effect on mobility), and testing (e.g. what
categorization works best).

The first group of variables has to do with individual characteristics, in-
cluding gender, age, marital status, children, national origin and education.
The first three variables are operationalised very similarly in the four coun-
tries. (For a more detailed account of our variables, see Appendix B.)

The variable “children”, referring to whether the respondent has chil-
dren living at home, is a bit more complicated. In the Norwegian LFS,
parenthood is only registered for women. In the analyses to come, this
has been handled in different ways. One strategy has been to exclude the
variable “children” from the analysis, another to create a combination
variable of gender and children that differentiates between three catego-
ries: men, women without children, women with children.

National origin is operationalised in very broad categories. We sepa-
rate between native-born, born in another Nordic country, born elsewhere
in Europe or North America, and born elsewhere. Educational level dif-
ferentiates between primary, secondary and tertiary level in accordance
with the international classification of education (ISCED).

The second group of variables has to do with the individual’s labour
market and work situation. These include industrial and occupational
categories, and type of employment contract, which is used not only as a
dependent variable but also as an independent variable in some of the
analyses. The same applies to working time. We also use the size of the
workplace, where we have had to cut down categories to four in order to
make the variable comparable. Where appropriate, we also have a vari-
able about the individual’s situation outside the labour force.

The last group of variables tries to capture contextual and structural
factors by measuring unemployment level, unemployment change, and
regional population density.

Unemployment level is measured regionally. What poses problems is
that the level and within-country variation of unemployment are very
different in the four countries. Especially the general level is higher and
within-country variations are larger in Finland. We have tried to solve
this problem in the following way:

e In parallel analyses, we have used a relative unemployment measure:
with low-, medium- or high-unemployment regions within each
country. Thus, the categories are defined differently in each country —
for cut-points, see Appendix B.

¢ In combined analyses, we have used an absolute measure, where the
three categories low/medium/high are constructed relative to the four
countries as a group.

A third indicator of unemployment is annual change in national (not re-
gional) unemployment rate. With these measures, we try to capture struc-
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tural unemployment (with the unemployment level variable) as well as
business cycle (with the unemployment change variable) in all models.

Finally, in some of the analyses we use regional population density,
i.e. persons per square kilometre in the region.



5. Mobility between Employment,
Unemployment and Inactivity

5.1 Introduction

This chapter deals with transitions between three employment statuses—
employment, unemployment and inactivity—in Denmark, Finland, Norway
and Sweden. The crucial question is whether patterns differ across the four
countries and—if so—whether differences can be explained by reference to
the institutional arrangements described previously in this report.

Mobility is measured in the following way. Each individual in the data
set has been surveyed at two points in time with one year in between.
Thus, for example, for individuals who were surveyed during the first
quarter of 2000 (T,) we also have information referring to the first quarter
2001 (Ty). If there is a change of employment status from T, to T,, mobil-
ity has occurred. This design includes a black box as we have two obser-
vations with one year in between but do not know what has happened in
the meantime. An individual who was employed at both T, and T, may
very well have had a break—due to unemployment, education, etc.—in
between. Similarly, an individual who has gone from employment at T, to
inactivity at T, may have been unemployed during some period before
becoming inactive. With this design we obviously do not have all rele-
vant information, but we believe the drawback is rather limited.

In this chapter the six possible transitions to be dealt with are:

a) from employment to unemployment
b) from unemployment to employment
c) from employment to inactivity

d) from inactivity to employment

e) from unemployment to inactivity; and
f) from inactivity to unemployment.

However, all these transitions are not equally interesting. As we are parti-
cularly interested in transitions involving employment, our main focus
will be on (a), (b), (c) and (d) above, but in one way or another all six will
be touched upon.

The principal purpose with the following analysis is to compare the
four countries in terms of various mobility rates. From the previous pres-
entation in this volume we expect that transitions from employment to
unemployment are more frequent when employment protection legisla-
tion is weak. This speaks for a pattern with the highest rates in Denmark
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and the lowest in Norway and Sweden. On the other hand, to some ex-
tent, the proportion of fixed-term contracts may be a compensatory
mechanism. In other words, the Swedish figures might not be as low as
would be the case if the legislation were the only factor in operation.

With respect to transitions from employment to inactivity, we must
expect something similar to switches from employment to unemploy-
ment. It is likely that the strictness of employment protection legislation
is the important determinant, possibly in combination with the patterns
regarding fixed-term contracts.

Also transitions to employment may be affected by employment pro-
tection legislation. If it is costly for employers to dismiss workers, they
may be more hesitant to hire people. Such a mechanism can thus slow
down the flows from unemployment or inactivity. Actually, this is the
conclusion that the OECD (2004) has drawn by examining data from a
large number of countries. We should consequently expect transition
rates to employment to be particularly high in Denmark. However, this
assumption perhaps needs to be modified when taking the impact of un-
employment benefits and active labour market policy into account. On
the one hand, generous unemployment benefits—in terms of replacement
levels and duration—may have a negative impact on flows out of unem-
ployment; the assumption is then that people on benefits are less in a
hurry to find a job. There is a great deal of empirical research pointing in
that direction (see, e.g., Nickell 1997). On the other hand, active labour
market policies may increase chances for job seekers to find work, but it
still remains a rather controversial issue what impact such policies in fact
have (Martin and Grubb 2001).

In these respects, Denmark is perhaps the most interesting country
among the four under scrutiny here. It has rather generous unemployment
insurance and it spends more on active labour market policies than most
other OECD member states. At the same time, the other Nordic countries
also score rather high on these measures. The main difference may be the
strictness of employment protection legislation. If the flexicurity model
functions as has been suggested, Denmark’s mixture of measures (the
“golden triangle”) might lead to high levels of transitions from unem-
ployment and inactivity to employment. Nevertheless, it is possible that
some of the measures contradict each other. Our data will hopefully
throw more light on these issues.

The chapter is divided into five main sections. First, we provide a
broad description of the flows in the labour markets. This gives an indica-
tion of how mobility levels vary across the countries and over time. Sec-
ond, we examine the main determinants behind the transitions. We then
include various variables such as sex, age, industry, type of employment
contract, size of workplace, and regional and national unemployment
levels. The question is then whether the main determinants behind mobil-
ity patterns are generally the same in all four countries. Third, we show
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the predicted probabilities of transitions for a number of categories—
male manual workers, female manual workers, male professionals, fe-
male professionals, etc. The categories are selected to represent fairly
large occupational groupings. We can thus see, for example, if the pre-
dicted probabilities for transition from employment into unemployment
are higher for male manual workers of a certain age than for female man-
ual workers of the same age and if there are cross-national differences in
this respect. Finally, we use country as an independent variable in multi-
variate regression analyses. This means an attempt to rule out the impact
of other factors, such as individual and workplace characteristics and
business cycles. If, after controlling for other factors, the country variable
still shows significant effects, we have an indication that the national
institutional arrangements matter.

5.2 A General Overview

We start this presentation by providing some general data on what has
happened to people in Denmark, Finland, Norway and Sweden from one
year to the next in the period 2000-07. In Table 5.1 we can see whether
individuals in different employment statuses have remained in the same
category or switched to another at the second point of observation.

To begin with, we find that — in all four countries — more than 90% of
those who were employed at T, are also employed at T,. There are no
great differences in this respect between the four countries, but Sweden
and Norway score somewhat higher than Finland and Denmark (as men-
tioned in the note in the table, the Danish data set only covers the period
2000-06). The next row shows the proportion that was unemployed and it
is generally low; it varies from 3.1% in Denmark to 1.5% in Norway. The
third option is that people have switched to inactivity, which means that
they have left the labour force. These proportions are also low but higher
than the proportions having become unemployed; the top score is found
for Finland (6.2%) and the bottom score for Sweden (4%).

Turning next to those who were unemployed at the time of the first
observation, we should notice that this category is much smaller, but also
that it the most mobile. The proportion remaining in the same status at T,
is thus the lowest in the table. Moreover, in this case, the cross-national
variation is greater. The proportion of the unemployed who have got a job
is clearly highest in Norway (54.6%) and clearly lowest in Finland
(39.5%). In these two countries, the relationship between the proportions
of unemployed at T, is basically reversed (although on a lower level),
whereas thepercentages that have left the labour force are almost exactly
the same. Again, it should be recalled that people need not have had the
same employment status all the time; in this case, it is thus possible that
they have had jobs or been inactive in between. Denmark and above all
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Sweden have lower figures on these transitions to inactivity and, in Swe-
den, this adds up to the highest proportion unemployed one year later.

Table 5.1 Stability and change of employment status from one year to the next,
among individuals aged 16-63 years. Average proportions 2000-07 in four Nordic
countries.percentages

Denmark* Finland Norway Sweden
Employed at Ty, status at T,
Employed 91.4 91.2 93.0 93.9
Unemployed 3.1 2.6 15 2.1
Inactive 5.6 6.2 55 4.0
N 52,106 93,177 47,735 106,349
Unemployed T, status at T,
Employed 49.3 39.5 54.6 43.9
Unemployed 27.5 33.7 18.6 34.2
Inactive 24.3 26.8 26.7 21.9
N 4,717 8,359 1,803 6,701
Inactive T, status at T,
Employed 217 18.3 23.6 18.2
Unemployed 7.4 7.9 5.0 8.0
Inactive 70.9 73.9 71.4 73.9
N 11,642 31,960 12,107 27,734

* The period for Denmark is 2000-06.

Finally, Table 5.1 shows the degree of stability and mobility regarding
those who were inactive at the first observation. In all four countries,
more than 70% of the inactive population had the same employment
status also when surveyed the second time. Figures are somewhat higher
in Sweden and Finland. The most striking cross-national differences are
found for transitions to employment; this proportion is highest in Norway
and lowest in Sweden, and this difference amounts to more than
5percentage points. In terms of transitions to unemployment Denmark,
Finland and Sweden have about the same proportions, whereas Norway
scores lower.

As Table 5.1 presents averages for 2000-07 and, in the Danish case,
2000-06, it does not tell us whether or not there is variation in the na-
tional figures across the period. Actually, there is some such variation
worth taking a closer look at. We therefore provide year-by-year in-
formation in the form of diagrams for each one of the transitions under
study. In Diagram 5.1 we show data on switches from employment to
unemployment.
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Diagram 5.1 Employment to unemployment transition rates from one year to the next, in
four Nordic countries, 2000-07.percentages

Denmark, Norway and Sweden all had increasing figures up to 2003-04,
whereas the Finnish curve started to bend down already from 2001-02.
After the peak, the decline was particularly strong in Denmark, with the
transition rate reaching approximately the same level as in Finland and
Sweden by 2005-06 (actually even lower). Norway also shows success-
ively lower figures from 2003-04. The Finnish and Swedish curves are
quite close to one another from that same point in time. Another thing to
mention is that the Norwegian curve is located below the other three
throughout the whole period.

Diagram 5.2 presents the patterns regarding transitions from unem-
ployment to employment. As we can see, there is relatively little intra-
national variation across time. With some exceptions, the cross-national
differences are more or less the same during the entire period. The Fin-
nish and Swedish figures are lower than those for both Norway and
Denmark throughout. Sweden has a somewhat higher rate than Finland
most of the years. Moreover, the Danish rate surpasses the Norwegian in
2005-06, in spite of the fact that Norway has a higher average for the
period as a whole. As we do not yet have Danish data for 2006-07, we
cannot tell whether the 2005-06 result is a one-off affair or not.
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Diagram 5.2 Unemployment to employment transition rates from one year to the next, in
four Nordic countries, 2000-07.percentages

There is also some mobility from employment to inactivity. We should
recall that individuals older than 63 years at T, are not included in the
data set. Accordingly, retirement at age 65, which often is considered to
be the normal retirement age, is not included. However, those who stop
working earlier appear in our data. It must also be pointed out that many
transitions from employment to inactivity are due to the fact that people
enter education.

Diagram 5.3 Employment to inactivity transition rates from one year to the next, in four
Nordic countries, 2000-07.percentages

Diagram 5.3 shows the rates regarding transitions from employment to
inactivity. In general, the Finnish rates are highest and the gap in relation
to those of the other three countries is particularly large towards the end
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of the period. Although partly rather close to the Finnish curve, the Dan-
ish and Norwegian levels interchangeably rank second and third. Sweden,
on the other hand, shows considerably lower rates the whole way.

Finally, Diagram 5.4 deals with changes from inactivity to employ-
ment. In this case, Norway has the highest average and the Norwegian
curve is located above those for the other three all the time. Denmark has
the second highest mean and the transition rate is close to the Norwegian
on five of the six occasions under comparison. In contrast, Finland and
Sweden have lower transition rates than Norway and Denmark through-
out. The curves cross one another at two points in time and the end result
is that the two countries have the same averages.
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Diagram 5.4 Inactivity to employment transition rates from one year to the next, in four
Nordic countries, 2000-07.percentages

From the general descriptive statistics presented in this section it is obvi-
ous that there are clear differences in mobility levels between the four
Nordic countries. By comparison with the other two countries, Denmark
and Finland both have high rates concerning transitions from employment
to non-employment, that is, unemployment and inactivity (Diagrams 5.1
and 5.3). With respect to transitions into employment, we most often find
Norway together with Denmark at the top (Diagrams 5.2 and 5.4). Nor-
way also stands out with high levels of “positive” mobility flows out of
unemployment and inactivity to employment. For most of the years stud-
ied it has the highest proportions in these respects. In contrast, Sweden
often has the lowest mobility rates, for example regarding transitions into
and out of employment. Finland is close to Sweden on mobility from
unemployment and inactivity to employment. However, quite a large part
of the Finnish population, especially compared to that in Sweden, enters
employment.
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The next step in the analysis is to look at the determinants behind the
three types of transition rates. We ask whether these rates are related to
factors such as age, sex, industry (in case of transitions from employ-
ment), etc. The perhaps most interesting question is whether the patterns
are similar in the four countries or whether there are some differences
associated with the specific national context.

5.3 Determinants behind Changes

In this section, we present a number of multinomial logistic regressions
aimed at identifying crucial determinants behind some of the changes at
the centre of our attention. Multinomial regressions are used, as in each
case there are three options. The range of outcomes includes the follow-
ing: (a) individuals can remain in the same employment status (as em-
ployed, unemployed or inactive) as one year before, and this is the refer-
ence category; (b) if employed they may become unemployed or inactive;
(c) if unemployed they may become employed or inactive; and (d) if in-
active they may become employed or unemployed.

There are several independent variables to be used in the regressions.
Throughout, we include sex, age, marital status, children at home (except
for Norway where this information is not available), national origin, edu-
cation, county unemployment rates and annual changes in national em-
ployment rates. In the regressions on transitions from employment, we
add industry, occupational category, type of employment, working hours
and number of employees at the workplace. All these variables can be ex-
pected to have some impact at least on some of the transitions in ques-
tion. In connection with each table we will discuss to what extent the
results fit in with what could be expected.

Table 5.2 shows the outcome on transitions from employment to un-
employment and inactivity respectively. Starting with sex, there are two
main conclusions to be drawn. The patterns regarding transitions from
employment to unemployment are rather inconsistent across countries. In
Denmark men are less likely than women to become unemployed, in
Norway it is the other way around, and Finland and Sweden show no sex-
significant differences. The second conclusion is that women tend to exit
employment for inactivity more often than men do in three of the coun-
tries: Denmark, Finland and Sweden. Only Norway has no clear sex dif-
ference in this respect.
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Table 5.2 Effects of various factors on transitions from employment. Multinomial
logistic regression. Odds ratios

91

To unemployment

Denmark Finland Norway Sweden
Gender
Male 0.85 0.96 n.s. 1.21 1.04 n.s.
Female (ref.) 1 1 1 1
Age
16-24 0.78 0.70 1.96 1.12ns.
25-34 1.03 n.s. 0.79 1.92 1.00 n.s.
35-44 1.03n.s. 0.93n.s. 1.60 1.07 n.s.
45-54 (ref.) 1 1 1 1
55-63 1.31 1.01n.s. 0.90 n.s. 1.14n.s.
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 1.30 1.45 1.79 147
Children at home
Yes 0.96 n.s. 0.95n.s. - 0.79
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 1.17 n.s. 1.04 n.s. 1.50 n.s. 1.38
Other European/N. American 1.35n.s. 0.94 n.s. 1.38n.s. 2.02
Other 1.58 1.54 2.84 2.59
Education
Primary 1.22 1.62 2.04 1.37
Secondary 1.01n.s. 1.30 1.35 1.36
Tertiary (ref.) 1 1 1 1
Industry
Agriculture 0.88 n.s. 0.50 0.79n.s. 0.86 n.s.
Manufacturing (ref.) 1 1 1 1
Construction 0.81n.s. 1.20 n.s. 0.68 1.41
Trade, etc. 0.81 0.83 1.00 n.s. 1.21
Transport, etc. 0.67 0.70 0.76 n.s. 0.77
Finance, etc. 0.37 0.36 0.98 n.s. 0.83n.s.
Real estate, etc. 0.86 n.s. 1.27 1.30n.s. 1.50
Public administration 0.46 0.65 0.49 0.63
Education 0.64 0.61 0.60 0.61
Health care 0.48 0.70 0.52 0.47
Social & personal services 0.88 n.s. 0.98 n.s. 0.91 0.99 n.s.
Occupational category
Managers 0.52 0.79 n.s. 0.94 n.s. 0.75
Professionals 0.58 0.53 0.76 n.s. 0.75
Semi-professionals 0.78 0.70 0.73n.s. 0.68
Service workers 1.11n.s. 0.82 1.02 n.s. 0.85
Manual workers (ref.) 1 1 1 1
Employment contract
Permanent (ref.) 1 1 1 1
Temporary 4.74 8.70 3.73 6.21
Self-employed 0.31 0.53 0.77 n.s. 0.61
Working time
1-19 1.42 1.77 1.14n.s. 1.03n.s.
20-34 121 1.97 1.39 0.89 n.s.
35— (ref.) 1 1 1 1
Size of workplace
1-10 (ref.) 1 1 1 1
11-19 0.79 0.81 0.83n.s. 0.79
20-49 0.73 0.73 0.88 n.s. 0.68
50+ 0.52 0.59 0.72 0.64
County unemployment
Low (ref.) 1 1 1 1
Medium 1.19 1.03 n.s. 0.90 n.s. 1.33
High 1.43 1.38 0.91n.s. 1.70
Annual change in national

1.27 1.35 1.55 1.42

unemployment level
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Table 5.2 Continued

To inactivity

Denmark Finland Norway Sweden
Gender
Male 0.80 0.71 0.91 n.s. 0.80
Female (ref.) 1 1 1 1
Age
16-24 3.05 3.76 3.49 4.43
25-34 2.21 1.74 1.68 1.93
35-44 1.17 n.s. 0.92 n.s. 1.0l n.s. 1.14 n.s.
45-54 (ref.) 1 1 1 1
55-63 5.69 4.25 291 3.57
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 1.09 n.s. 1.15 142 1.17
Children at home
Yes 0.83 1.47 - 0.75
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 1.02 n.s. 0.80 n.s. 1.15n.s. 1.27
Other European/N. American 1.50 1.05n.s. 1.33 1.29
Other 2.42 1.47 1.63 1.86
Education
Primary 1.71 1.40 1.46 1.38
Secondary 1.34 1.02 n.s. 1.14n.s. 1.18
Tertiary (ref.) 1 1 1 1
Industry
Agriculture 1.02 0.94 n.s. 1.23n.s. 0.89 n.s.
Manufacturing (ref.) 1 1 1 1
Construction 0.69 1.12ns. 0.91n.s. 0.99 n.s.
Trade, etc. 0.83 0.94 n.s. 1.22 0.98 n.s.
Transport, etc. 0.80 1.00 n.s. 1.14n.s. 1.00 n.s.
Finance, etc. 0.48 1.02 n.s. 0.94 n.s. 1.30 n.s.
Real estate, etc. 0.85n.s. 1.06 n.s. 1.32 1.09 n.s.
Public administration 0.85n.s. 1.17 n.s. 1.30 1.06 n.s.
Education 0.91n.s. 1.08 n.s. 1.15n.s. 0.96 n.s.
Health care 0.97 n.s. 1.23 1.14n.s. 0.81
Social & personal services 0.86 n.s. 1.15n.s. 1.36 1.03 n.s.
Occupational category
Managers 0.65 0.58 0.53 0.87 n.s.
Professionals 0.57 0.54 0.47 0.84
Semi-professionals 0.63 0.71 0.65 0.93n.s.
Service workers 0.97 n.s. 0.73 0.84 1.10n.s.
Manual workers (ref.) 1 1 1 1
Employment contract
Permanent (ref.) 1 1 1 1
Temporary 2.66 2.65 2.11 3.35
Self-employed 0.81 0.70 1.17 n.s. 0.98 n.s.
Working time
1-19 3.06 2.37 2.69 2.53
20-34 1.52 1.73 154 1.68
35— (ref.) 1 1 1 1
Size of workplace
1-10 (ref) 1 1 1 1
11-19 0.97 n.s. 0.80 0.87 0.79
20-49 0.92 n.s. 0.84 1.07 n.s. 0.80
50+ 0.77 0.79 0.96 n.s. 0.79
County unemployment
Low (ref.) 1 1 1 1
Medium 1.07 n.s. 1.04 n.s. 1.0l n.s. 1.02n.s.
High 1.13 1.11 1.07 n.s. 1.07 n.s.
Annual change in national
unemployment level 1.19 1.04 n.s. 1.17 1.18
Nagelkerke R? 0.16 0.18 0.16 0.19
N 51,506 78,939 47,383 106,012

No sign = p<0.05; n.s. = not significant.
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When analysing mobility, age is a very important factor. This also holds
true for the present data set. In all four countries, transitions to inactivity
are particularly common both among the two youngest categories (aged
16-24 and 25-34 years) and among the oldest workers (aged 55-63
years). Generally, the younger are inclined to go into education and the
older to retire. However, concerning flows from employment to unem-
ployment some notable cross-national differences appear. Denmark and
Finland resemble each other in terms of low risks among the youngest to
become unemployed. For Norway we find enhanced odds for all those
who are younger than the reference category, whereas in Sweden there
are no significant age differences at all.

These age patterns do not correspond to the general belief that young
age is associated with a greater risk of unemployment. This belief is
based on the fact that employment protection legislation is aimed at
protecting employees with longer tenure. However, age is strongly re-
lated to type of employment. Temporary jobs are much more common
among youths than among others. Thus, not controlling for type of em-
ployment makes some of the cross-national differences disappear. The
most noteworthy effect is that the two youngest age categories then get
higher odds than the reference category in all the regressions. Still, the
coefficients for the youngest are particularly low in Denmark, which
probably has to do with its weak employment protection legislation and,
accordingly, the rather limited need among employers to hire people on
temporary contracts.

We also have two family-related variables; they refer to marital status
and to whether or not people have children under the age of 18 years at
home. The latter variable is not, however, available in the Norwegian
data set. Singles generally have a higher risk of being unemployed one
year after the first observation, which is in line with what we might have
expected. Except for Denmark, they also tend to become inactive more
frequently than married or cohabitant individuals. Furthermore, we might
suppose that employed individuals with children at home have a lower
risk of switching from jobs to unemployment or inactivity. This hypothe-
sis is confirmed empirically only in Sweden; Denmark and Finland both
fall short of such expectations and Norway is not included in the analysis.
However, we must note that there can be interaction effects between the
variables gender and children at home. For example, it is possible that the
risk of inactivity is higher for women than for men when they both have
children at home. Such aspects have not been analyzed in the present
chapter.

With respect to country of origin, there are some things to note. In all
four countries, the category “other” has a clearly elevated risk of showing
up in unemployment and inactivity one year later. However, the odds
ratio for this category differs somewhat across the countries, with lower
rates of transition to unemployment in Denmark and Finland compared to
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Norway and Sweden. Similarly, the odds ratio for transitions to inactivity
is higher for “others” in Denmark than in the other three countries. In
Sweden there is greater risk of transition to unemployment or inactivity
for all non-natives, although the size of the coefficients is dependent on
where people come from. We could also register the lack of significant
differences between Nordic immigrants and natives in Denmark, Norway
and Finland.

In all the regressions, we find higher odds of being unemployed or in-
active at T, among people with primary education compared to the refer-
ence category (individuals with tertiary education). Such a pattern is basi-
cally in line with the idea that education is a crucial factor behind peo-
ple’s human capital on the labour market, affecting their chances for se-
cure jobs. However, the differences across educational categories regard-
ing odds for transitions to unemployment are smallest in the Danish con-
text. This indicates that the unemployment risk is to a lesser degree struc-
tured by education in Denmark than in the other countries, that is, the risk
is more evenly distributed. On the other hand, the transitions into inactiv-
ity are more strongly related to education in Denmark than in the three
other cases.

The next five variables are all related to people’s jobs. Industry is the
first and Manufacturing is here taken as the reference category. As we
can see, most coefficients are lower than 1, although often statistically
non-significant. In Denmark, no other industry has higher odds than
Manufacturing or even the same, whereas a few such cases appear in all
the other countries. In Sweden, the relative risk of being unemployed at
T, is particularly high for individuals who have had jobs in Real estate,
etc. and Construction. At the same time, patterns regarding industry are
affected by type of employment, especially in Finland and Norway.
When this variable is left out of the analysis, the risk of transitions to
inactivity increases in industries in which the public sector dominates.
This suggests that temporary contracts have a significant role for creating
flexibility in the public sector.

As regards occupation, manual workers have been selected as the ref-
erence category. All other categories have either lower odds for unem-
ployment and inactivity or higher but statistically non-significant odds
(three cases). There are some inconsistencies, but on the whole these
results fit in with the patterns found in connection with education.

Type of employment is indeed an important factor. A distinction is
made between employees on permanent (open-ended) contracts, employ-
ees on temporary (fixed-term) contracts, and self-employed. The first
category is the reference category. As expected, the odds of being unem-
ployed or inactive are much higher for temporary workers and this holds
everywhere. The self-employed generally have lower odds, but there are
some exceptions in Norway and Sweden. As has been described above
(see Chapter 2), temporary contracts are more common in Finland and
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Sweden. The analysis also shows that in these two countries the relative
risk among people in temporary jobs of becoming unemployed is much
greater than in Denmark and Norway.

Working time is a related variable, insofar as shorter hours can be said
to entail being in a more peripheral position at the workplace. To some
extent, the results resemble those on type of employment. It is most fre-
guently those with shorter hours who run the greatest risk of being unem-
ployed or inactive after one year. Yet, concerning transitions to unem-
ployment, the Norwegian and Swedish patterns do not correspond to such
a picture. In these countries, shorter part-time work may not be regarded
as “atypical employment” involving more risky employment conditions
(see Chapter 7).

Size of workplace is an important variable, but the classification does
not embrace as many categories as we would have liked to have. The
reason is the lack of detail in this respect in the Danish data set, in which
no further divisions can be made for workplaces having 50 or more em-
ployees. We have thus simply adjusted the whole data set to the Danish
classification. Still, the main pattern is that larger workplaces are associ-
ated with lower risks of being unemployed or inactive after one year from
the first observation. This is hardly surprising, as larger units can be ex-
pected to provide more stable employment. For Norway, we find one ex-
ception from this pattern; there is no significant relationship between size
of workplace and transitions to inactivity.

Finally, we have two variables on unemployment. The first measures
unemployment rates at the county level. For each country these rates are
divided into three categories — low, medium and high — and this is done in
relative terms. In other words, the classification is done within each coun-
try relative to the unemployment level in the country (see Chapter 4 and
Appendix B for more details). The second variable is a measure of chan-
ges in national unemployment rates (inpercentage points) from one year
to the next, and this variable is treated as continuous. An odds ratio above
1 indicates an increased risk of the transition in question and an odds ratio
below 1 indicates a decreased risk. As we expected, the relative county
unemployment level is generally associated with an elevated risk of be-
coming unemployed. However, Norway does not fit in with expectations;
we do not find any significant effect of that kind there. Regarding mobil-
ity to inactivity, the impact of county unemployment level is not very
clear-cut. The outcome on the second variable is more unambiguous. An
increase in the national unemployment rate by onepercentage point means
an increased risk of being unemployed or inactive at T,. Finland repre-
sents an exception in this respect by showing no significant association
for transitions to inactivity.

The next task is to examine the transitions from unemployment from
one year to another. In this case, the possible destinations are employ-
ment and inactivity. As the unemployed have no job, the work-related
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variables in Table 5.2 are excluded, but the other independent variables
are the same. Table 5.3 presents the outcome.

Concerning sex, the results are similar in all four countries. Males
tend less often to be employed or inactive at T,, that is, they are less
likely than women to leave unemployment for a job and to move out of
the labour force, for example to enrol in education. Also the age pattern is
rather distinct. The two youngest categories have higher odds in all but
one regression (mobility into inactivity among Norwegians aged 25-34)
to make transitions either to employment or to inactivity. The oldest cate-
gory (aged 55-63 years) has lower odds of being employed one year later
(although the coefficient is not significant in Norway). With respect to
mobility to inactivity, the oldest category has higher odds than the refer-
ence category in Denmark and Finland but not in Norway and Sweden.
This pattern is probably associated with differences in the pension sys-
tems and with the higher employment rates for the oldest age group in the
latter two countries.

Table 5.3 Effects of various factors on transitions from unemployment. Multinomial
logistic regression. Odds ratios

To employment

Denmark Finland Norway Sweden
Gender
Male 0.83 0.79 0.72 0.87
Female (ref.) 1 1 1 1
Age
16-24 2.95 251 1.98 2.43
25-34 2.05 1.82 1.78 191
35-44 1.38 1.27 0.99 n.s. 1.48
45-54 (ref.) 1 1 1 1
55-63 0.52 0.42 0.72n.s. 0.60
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 0.83 0.73 0.68 0.79
Children at home
Yes 1.35 1.16 - 1.24
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 2.47 n.s. 0.69 n.s. 0.70 n.s. 1.39n.s.
Other European/N. Amer. 0.91n.s. 0.77 n.s. 0.50 0.60
Other 0.77 n.s. 0.67 0.73 n.s. 0.58
Education
Primary 1.00 n.s. 0.67 0.61 0.60
Secondary 1.04 n.s. 0.84 0.90 0.77
Tertiary (ref.) 1 1 1 1
County unemployment
Low (ref.) 1 1 1 1
Medium 0.90 n.s. 0.94 n.s. 0.71n.s. 0.86 n.s.
High 0.72 0.74 0.51 0.72

Annual change in national
unemployment level 0.83 0.76 0.82n.s. 0.73
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Table 5.3 continued

To inactivity

Denmark Finland Norway Sweden
Gender
Male 0.60 0.76 0.67 0.54
Female (ref.) 1 1 1 1
Age
16-24 2.66 2.53 1.98 3.62
25-34 1.46 1.34 1.11ns. 1.90
35-44 0.97 n.s. 1.01ns. 0.65n.s. 1.33
45-54 (ref.) 1 1 1 1
55-63 2.35 2.36 1.15n.s. 1.01 n.s.
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 1.05n.s. 1.22 1.04 n.s. 0.92n.s.
Children at home
Yes 1.41 1.24 - 1.03 n.s.
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 2.79ns. 0.70 n.s. 0.80 n.s. 1.28n.s.
Other European/N. Amer. 0.74 n.s. 1.32n.s. 0.79 n.s. 0.61
Other 1.16 n.s. 0.94 n.s. 1.32ns. 1.02 n.s.
Education
Primary 1.50 1.40 1.39n.s. 1.09 n.s.
Secondary 1.20 n.s. 1.32 1.18 n.s. 0.85n.s.
Tertiary (ref.) 1 1 1 1
County unemployment
Low (ref.) 1 1 1 1
Medium 0.88 n.s. 0.97 n.s. 0.85n.s. 0.84 n.s.
High 0.83 n.s. 0.84 0.68 n.s. 0.75
Annual change in national
unemployment level 1.02 n.s. 1.11 n.s. 0.83 n.s. 1.00 n.s.
Nagelkerke R® 0.13 0.11 0.10 0.11
N 4,717 8,359 1,803 6,697

No sign = p<0.05; n.s. = not significant.

On marital status, the results are rather inconclusive, whereas obviously
children at home is a factor making people change their status in one way
or the other, that is, they either find a job or leave the labour market. Un-
employed Swedes with children at home, however, are not very often
inactive one year later. The results regarding national origin are fre-
guently not statistically significant, which is associated with the fact that
most of the categories are small. Thus we find no significant effects for
Denmark and only one for Finland and Norway. In Sweden, individuals
born outside the Nordic countries are less likely to be employed at T,.

Education appears to generate similar results as were found in table
5.2 concerning transitions from unemployment to employment. In con-
trast to the other three countries, no differences are found between educa-
tional levels in Denmark. In Finland, Norway and Sweden, mobility from
unemployment to employment is evidently structured by education and
unemployed individuals with primary or secondary schooling have lower
odds to get a job. Focusing on transitions to inactivity, we discover that
the unemployed with merely primary schooling are relatively more often
inactive at T, in Denmark and Finland. In Norway and Sweden there are
no statistically significant effects in this regard.
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The impact of the unemployment variables turns out to be in line with
expectations. In some respects the patterns are similar in all the countries.
High county unemployment lowers the chances of having employment at
the second observation. The same holds for increasing national unem-
ployment, although in that case we find no statistically reliable outcome
for Norway. Generally, the pattern of the variable is similar with respect
to transitions to inactivity, but it is not equally straightforward in all the
four countries.

Table 5.4 shows the results from the multinomial regressions on what
has happened to people who were from the beginning, at Ty, outside the
labour force. If they have not kept their status, they have become either
employed or unemployed. The independent variables are the same as in
Table 5.3 but with one addition, which is a classification of inactive peo-
ple as to why they are inactive. Among other things, these individuals
may be students, home-working or military conscripts. Somewhat more
surprising is the category “searching for job”, as people who actually
look for work are usually classified as unemployed. This seems to be an
inconsistency in the labour force surveys. It should also be mentioned
that the category “other” includes individuals who are early retirees or
who have got a sickness pension. Moreover, the category contains in-
mates in mental hospitals, prisons and other institutions.

The differences between men and women are small and we cannot see
any clear sex patterns. In contrast, some of the age patterns are very dis-
tinct. It is the younger categories (all three with lower age than the refer-
ence category) that have most often become employed, which is of course
precisely what we would expect. The second youngest also frequently be-
come unemployed, but this does not hold for the 16—24-year-olds, who
probably remain in the educational system if they do not get a job. In all
four countries, the oldest category (aged 55-63 years) has lower odds
both to become employed and to become unemployed; these individuals
thus tend to be relatively stable in their position outside the labour force.

Inactive singles are less likely than married or cohabitant people to be
employed at T,. In Denmark and Finland they tend to be unemployed, but
in Norway and Sweden there are no statistically significant differences in
this respect. The variable on children at home is not included in the Nor-
wegian data set, but it is available in the other three. This factor does not
seem to matter in the Danish case, whereas the results in Finland and
Sweden point in opposite directions. Having children at home means
lower odds to be employed or unemployed in Finland and higher in Swe-
den. However, it is possible that interaction effects between gender and
children at home are at work.
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Table 5.4 Effects of various factors on transitions from inactivity. Multinomial logistic

regression. Odds ratios

To employment

Denmark Finland Norway Sweden
Gender
Male 1.05n.s. 0.84 0.96 n.s. 1.01n.s.
Female (ref.) 1 1 1 1
Age
16-24 2.17 1.78 2.29 2.32
25-34 2.22 2.65 2.96 2.82
35-44 1.36 2.09 1.86 2.04
45-54 (ref.) 1 1 1 1
55-63 0.18 0.20 0.56 0.37
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 0.88 0.64 0.70 0.76
Children at home
Yes 1.10 n.s. 0.83 - 1.13
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 0.44 1.40 1.04 n.s. 0.84 n.s.
Other European/N.American 0.61 0.72n.s. 0.94 n.s. 0.76
Other 0.56 0.70 0.81 0.60
Education
Primary 0.64 0.43 0.46 0.53
Secondary 0.77 0.72 0.62 0.91n.s.
Tertiary (ref.) 1 1 1 1
Inactivity categories
Student (ref.) 1 1 1 1
Home-working 0.52 0.56 0.59 0.73
Searching for job 1.63 1.42 1.64 1.58
Military service 5.23 4.50 3.18 2.66
Other 0.36 0.36 0.31 0.22
County unemployment
Low (ref.) 1 1 1 1
Medium 1.05n.s. 0.88 0.99 n.s. 0.85
High 1.00 n.s. 0.77 1.05n.s. 0.77
Annual change in national 0.93 ns. 0.79 0.96 n.s. 0.82

unemployment level
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Table 5.4 continued

To unemployment

Denmark Finland Norway Sweden
Gender
Male 1.05n.s. 0.92 n.s. 1.09 n.s. 1.20
Female (ref.) 1 1 1 1
Age
16-24 1.29n.s. 0.99 n.s. 1.20 n.s. 0.97 n.s.
25-34 1.69 1.88 1.59 1.37
35-44 1.29n.s. 1.42 1.30 n.s. 1.44
45-54 (ref.) 1 1 1 1
55-63 0.27 0.31 0.26 0.54
Marital status
Married/cohabitant (ref.) 1 1 1 1
Single 0.82 0.79 1.27 n.s. 0.98 n.s.
Children at home
Yes 1.02 n.s. 0.75 - 1.34
No (ref.) 1 1 - 1
National origin
Natives (ref.) 1 1 1 1
Other Nordic 1.13n.s. 1.39n.s. 0.51n.s. 0.78 n.s.
Other European/N.American 1.10 n.s. 1.49 n.s. 1.69 1.26
Other 0.78 n.s. 1.55 1.32n.s. 1.35
Education
Primary 0.59 0.79 0.73 0.88 n.s.
Secondary 0.74 0.91 n.s. 0.66 1.13 n.s.
Tertiary (ref.) 1 1 1 1
Inactivity categories
Student (ref.) 1 1 1 1
Home-working 0.25 0.61 0.86 n.s. 0.92 n.s.
Searching for job 2.99 2.31 4.69 2.57
Military service 1.86 n.s. 3.13 2.73 1.83
Other 0.43 0.26 0.39 0.14
County unemployment
Low (ref.) 1 1 1 1
Medium 1.07 n.s. 1.14 1.08 n.s. 1.15
High 1.14 n.s. 1.17 1.19 n.s. 1.24
Annual change in national
unemployment level 1.08 n.s. 0.95n.s. 1.20 0.89
Nagelkerke R? 0.33 0.27 0.21 0.24
N 11,642 31,959 12,036 26,673

No sign = p<0.05; n.s. = not significant.

Generally, being born outside Europe and North America is associated
with smaller chances of being employed at the second observation. The
same holds for people originating from other non-Nordic countries (other
European/North American) in Denmark and Sweden, and in Denmark
also for people from other Nordic countries.

Education is again a significant factor. By and large, its relationship to
the two kinds of mobility implies that primary and quite often also secon-
dary education decreases the likelihood of becoming employed or unem-
ployed. However, it might be observed that Sweden is an exception with
respect to mobility into joblessness.

Turning then to the variable “inactivity categories”, we find two cate-
gories with significantly higher odds than the reference category (stu-
dents) of being both employed and unemployed: those searching for jobs
and those involved in military services. The Danish figure on conscripts’
transitions to unemployment is not, though, statistically significant. For
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the home-working and the category “other”, odds are most often below
that of the reference category and frequently very much below it.

The unemployment variables seem to have no impact at all in Den-
mark, and in Norway it is only increases in national unemployment that
step up the risk of becoming unemployed. In contrast, we discover clear
effects in Finland and Sweden and these effects are rather similar. Higher
county levels of unemployment lower the chances of being employed, but
increase the risk of being unemployed. A rise in the national figures tends
to decrease the odds of becoming employed and — in the Swedish case —
also of becoming unemployed.

5.4 Predicted Probabilities for Transitions

In this section, we present the probabilities for transitions for a few
selected categories, to make the analysis somewhat more tangible. The
first type of transition is that between employment and unemployment,
and in two diagrams (5.5 and 5.6) we concentrate on manual workers
and professionals respectively. In each case, four subcategories appear
covering males, females, youth and people born outside Europe and
North America.

DK
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m SE

Male manual worker Female manual worker Young manual worker Manual worker born
outside Europe/North
America

Diagram 5.5 Predicted probabilities for various categories of manual workers employed
at T; to be unemployed at T,.

Note: Male manual workers: 45-54 years, married, children (except for Norway), native born, primary education, employed
in manufacturing, open-ended contract, weekly working hours 35+, size of workplace 50+, no change in national unem-
ployment rate, low county unemployment. Female manual workers: except sex, all variables equal to those for the previous
category. Young manual workers: male, age 16—24 years, single, no children at home, all other variables equal to those for
male manual workers. Manual workers born outside Europe/North America: except country of origin, all variables equal to
those for male manual workers.

In Diagram 5.5 the four bars to the left refer to male manual workers,
aged 45-54 years, employed in manufacturing and with a number of other
characteristics specified under the diagram. It turns out that the probabil-
ity for this category to become unemployed is much higher in Denmark
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than in any of the other three countries. The Finnish bar is the second
highest, the Norwegian is third and the Swedish is the lowest. Next, we
see that the pattern for women with the same characteristics is very simi-
lar. There are, however, some differences to note. The score for Danish
women is higher than for Danish men. We find a similar outcome for Fin-
land, but in this case the difference between the two sexes is small. In
Norway and Sweden women have lower scores than men. The female
probabilities in the latter two countries are basically the same.

As expected, the probabilities for switching from employment to un-
employment are relatively high among young male workers in manufac-
turing (third set of bars). This is most striking for Norway but also for
Sweden, whereas the female figures are in fact higher in Denmark and
basically the same in Finland. Nonetheless, the score for young male
manual workers in Sweden is lower than in the three other countries.

Turning to the bars furthest to the right, we find that immigrant manu-
al workers from outside Europe and North America score the highest of
all categories except in Norway, where youths are still ahead. Regarding
this immigrant category, Denmark shows the highest probability rate,
Norway is second, Finland third and Sweden fourth.
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Male professional Female professional Young professional Professional born
outside Europe/North
America

Diagram 5.6 Predicted probabilities for various categories of professionals employed at
T, to be unemployed at T,.

Note: Male professionals: 45-54 years, married, children (except for Norway), native born, tertiary education, employed in
education, open-ended contract, weekly working hours 35+, size of workplace 50+ , no change in national unemployment
rate, low county unemployment. Female professionals: except sex, all variables equal to those for the previous category.
Young professionals: male, age 25-34 years, single, no children at home, all other variables equal to those for male
manual workers. Professionals born outside Europe/North America: except country of origin, all variables equal to those for
male manual workers.

The most striking thing with Diagram 5.6 is that all bars are clearly lower
than those in the previous diagram, and the main reason is of course that
Diagram 5.6 deals with professionals in education. In this case, the youth
category refers to individuals aged 24-34 years (the rationale for this
should be obvious). There is no doubt that the probability of becoming
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unemployed is much lower for professionals in the educational sector
than for manual workers in manufacturing. The differences between the
categories in Diagram 5.6 and those in Diagram 5.5 are thus very much
related to occupational category, educational level and sector of employ-
ment.

The two last sets of bars show that both young professionals and im-
migrant professionals from outside Europe/North America score rela-
tively high. With respect to cross-national differences we see that the
Danish bars are throughout the tallest, whereas the patterns for the other
three countries are rather mixed.

Diagram 5.7 shows probabilities for various categories of unemployed
to be employed one year later. In this case, as expected, bars are generally
much taller than we have seen previously. As the basic category consists
of unemployed individuals, there are no work-related data included, but
controls for unemployment levels and changes have been carried out. In
all countries, probabilities are highest for youth and lowest for the immi-
grant category.
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Male unemployed Female unemployed  Youngunemployed Unemployed born
outside Europe/North
America

Diagram 5.7 Predicted probabilities for various categories of unemployed at T, to be
employed at T,.

Note: Unemployed males: 45-54 years, married, children (except for Norway), native born, primary education, no change
in national unemployment rate, low county unemployment. Unemployed females: except sex, all variables equal to those

for the previous category. Young unemployed: male, 16—24 years, single, no children at home, all other variables equal to
those for the male unemployed. Unemployed born outside Europe/ North America: except for national origin, all variables
equal to those for unemployed males.

This time, the country patterns differ from those shown in the two preced-
ing diagrams. Norway has the tallest bars right through and Denmark is
consistently second. All the way, the lowest probabilities appear for Fin-
land and Sweden is thus third in the rank order.

The last diagram (5.8) focuses on another category, namely indivi-
duals who were students at T, and the probability that they have entered
employment one year later. Compared to the preceding, therefore, the
categories are defined differently and there are only three of them. We
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show no separate youth category, as the individuals included here are 25—
34 years of age. Moreover, they are single and they have no children at
home.

Starting with the male category, we see that the probability of becom-
ing employed is highest in Denmark, but Norway is not so far behind,
whereas the scores for Finland and in particular Sweden are lower. Re-
garding females, the pattern is rather similar, but the differences between
Denmark, Finland and Norway are very small. In contrast, the Swedish
bar is clearly lower. Finally, for the immigrant category, Norway is at the
top and Sweden clearly at the bottom. Generally, the probabilities for
students born outside Europe/North America to get a job after a year are
lower than for the other two categories; this holds for all four countries.
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Diagram 5.8 Predicted probabilities for various categories of students at T, to be unem-
ployed at T».

Note: Male students: 25-34 years, single, no children (except for Norway), native born, tertiary education, no change in
national unemployment rate, low county unemployment. Female students: except sex, all variables equal to those for the
previous category. Students born outside Europe/North America: except for national origin, all variables equal to those for
male students.

As the final step in our analysis, we examine the impact of country as an
independent variable while at the same time controlling for all other vari-
ables available. This will hopefully allow us to draw some more well-
founded conclusions in regard to cross-national differences.

5.5 Country Differences

So far we have found a great deal of cross-national differences, but the
question is what happens when the data from all the countries are run in
the same regressions. The idea is then to control for as much as possible
of the variation caused by differences in labour force composition, indust-
rial structure, work and employment conditions, unemployment situation,
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etc. If there is still — after controls for all other available variables — sig-
nificant cross-national variation, we must ask whether it can be explained
with reference to institutional arrangements in the four countries.

The following analyses all include three different models. In the first
of these, country is the only dependent variable; this is the point of de-
parture. The reference category is the mean of odds for the four countries.
In the subsequent two models, a large number of control variables are
stepwise taken in for the purpose of checking whether national differ-
ences — given that such differences appear—can be explained that way. In
Model 3 the classification of county unemployment levels is different
from that used in the regressions shown in Tables 5.2-5.4. In these re-
gressions we have a distinction between high, medium and low county
unemployment relative to the distribution in each country. Now there are
still three categories, but they are defined relative to the distribution in the
Nordic countries taken as a whole (for a detailed description, see Chapter
4 and Appendix B). Furthermore, it should be noted that the time span in
the following tables is 2000-06, as we have no data for Denmark regard-
ing transitions between 2006 and 2007.

Table 5.5 focuses on transitions from employment to unemployment.
Certain cross-national differences are immediately revealed. Looking first
at Model 1, we see that both Denmark and Finland have higher odds than
the mean for employed individuals to be unemployed at the second ob-
servation, whereas the scores are lower above all for Norway but also for
Sweden. When control variables are introduced in Models 2 and 3, cer-
tain changes take place. The most striking differences in relation to Mod-
el 1 are the higher odds for Denmark and the lower odds for Finland and
Sweden. Finland thus comes down to approximately the Nordic mean.
Both Norway and Sweden score clearly below the mean, but with Models
2 and 3 the two countries approach each other so that in the end there is
hardly any difference at all between them.

Table 5.5 Odds ratios for four Nordic countries regarding transitions from employ-
ment to unemployment, 2000-06. Binomial logistic regression

Country (ref. = mean of odds) Model 1 Model 2 Model 3
Denmark 1.39 1.52 1.53
Finland 1.18 111 0.99 n.s.
Norway 0.67 0.69 0.82
Sweden 0.91 0.86 0.81

No sign = p<0.05; n.s. = not significant.

Note: Model 1 includes only country as independent variable. Model 2 includes country and all the variables in Table 5.2,
except children at home, county unemployment level and change in national unemployment. Model 3 includes country and
all the variables in Table 5.2, except children at home and with another classification of county unemployment rates.

In Table 5.6 we examine the impact of the country variable on transitions
from employment to inactivity. The three models are the same as in Table
5.5 and the patterns appearing are rather similar as well. There is, how-
ever, one obvious exception. Finland scores the highest, also after the
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controls done in Models 2 and 3, and Denmark is therefore second. Nor-
way comes third with a coefficient close to the average, while Sweden is
fourth with a significantly lower figure. In other words, employed indi-
viduals run the greatest risk of having switched into inactivity one year
later in Finland and the lowest risk in Sweden.

Table 5.6 Odds ratios for four Nordic countries regarding transitions from employ-
ment to inactivity, 2000-06. Binomial logistic regression

Country (ref. = mean of odds) Model 1 Model 2 Model 3
Denmark 1.06 1.15 1.14
Finland 1.22 1.32 1.32
Norway 1.03 n.s. 0.94 0.96 n.s.
Sweden 0.75 0.70 0.69

No sign = p<0.05; n.s. = not significant.

Note: See note in Table 5.5.

Next, we will turn to cross-national differences regarding transitions from
unemployment to employment. As we now deal with the unemployed, we
have no information on people’s jobs. The dependent variables in Table
5.7, Model 2, are thus the same as in Table 5.3, except that country is
included and “children at home” and the two measures on unemployment
are excluded. Model 3 is similar but we then add the reclassified variable
on county unemployment and the variable on changes in national unem-
ployment rates.

Table 5.7 Odds ratios for four Nordic countries regarding transitions from unem-
ployment to employment, 2000-06. Binomial logistic regression

Country (ref. = mean of odds) Model 1 Model 2 Model 3
Denmark 1.06 n.s. 1.16 1.17
Finland 0.70 0.64 0.71
Norway 1.74 1.66 1.39
Sweden 0.78 0.82 0.87

No sign = p<0.05; n.s. = not significant.

Note: Model 1 includes only country as independent variable. Model 2 includes country and all the variables in Table 5.3,
except children at home, unemployment level and unemployment change. Model 3 includes country and all the variables in
Table 5.3, except children at home and with another classification of county unemployment rates.

Table 5.7 shows that the chances for an unemployed individual to have a
job one year later are greatest in Norway, although the odds ratio de-
creases for each of the two models in which control variables are intro-
duced. Denmark comes second and we can observe that with controls the
Danish coefficient goes in the opposite direction as in Norway. At the
same time, for Finland and Sweden the odds ratios are significantly lower
than the Nordic average.

We also want to look at transitions from inactivity to employment in
the same ways as for the other transitions. This is done in Table 5.8. As
we now deal with the inactive population, the classification of inactivity
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categories is included. Thus Model 2 comprises the variables in Table
5.4, with the addition of country and with the exception of “children at
home” and the unemployment variables. Model 3 includes country and all
the variables in Table 5.4 but with another classification of county unem-
ployment rates and except “children at home”.

Table 5.8 Odds ratios for four Nordic countries regarding transitions from inactivity
to employment, 2000-06. Binomial logistic regression

Country (ref. = mean of odds) Model 1 Model 2 Model 3
Denmark 1.10 1.37 1.36
Finland 0.88 0.87 0.94
Norway 1.19 1.13 1.02 n.s.
Sweden 0.87 0.74 0.76

No sign = p<0.05; n.s. = not significant.

Note: Model 1 includes only country as independent variable. Model 2 includes country and all the variables in Table 5.4,
except children at home, county unemployment rate and change in national unemployment. Model 3 includes country and
all the variables in Table 5.4, except children at home and with another classification of county unemployment rates.

In Model 1, Norway has the highest odds, with Denmark second and
Finland and Sweden clearly behind. However, with the controls the out-
come becomes partly different. In Models 2 and 3, Denmark has the
highest odds and Norway is second. In Model 3, the Norwegian coeffi-
cient is no longer significantly different from the mean for the four coun-
tries. In contrast, the Finnish coefficient increases with the controls in
Model 3, but even so it is clearly lower than that of the reference cate-
gory. Simultaneously, controlling for other variables does not save Swe-
den from showing the lowest odds ratio of all.

It should be added that we have also done some other controls. Be-
cause age is an important variable in connection with mobility and be-
cause particularly younger and older individuals are mobility-prone — for
very different reasons — we have run some regressions with only prime-
age individuals (aged 25-54 years). Although the results of these are very
much the same, one minor thing could be mentioned. Regarding trans-
itions from inactivity to employment as shown in Table 5.8, Finland
scores significantly lower than the Nordic mean, but for the 25-54-year-
olds there is no such difference. Thus, by excluding the youngest and the
oldest individuals, Finland turns out to be just an average Nordic country
in this respect. As for the rest of these alternative regressions, there are
some increases and decreases in coefficients, but the general patterns
remain intact.

5.6 Summing up the Main Results

We can now summarize the results in this chapter. This is done in Table
5.9 which gives the four countries a rank number with respect to the out-
come in Tables 5.5-5.8. In one case, regarding transitions from employ-
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ment to unemployment, we have given Norway and Sweden the same
rank, as the odds ratios presented in Table 5.5 are almost the same for the
two countries.

Table 5.9 Summary of rankings in Tables 5.5-5.8

Transitions Denmark Finland Norway Sweden

From employment to
unemployment 1 2 3 3

From employment to
inactivity 2 1 3 4

From unemployment to
employment 2 4 1 3

From inactivity to employ-
ment 1 3 2 4

Generally, Denmark gets the highest ranks — never below second — and
Sweden the lowest — never higher than third. Finland and Norway appear
somewhere in between. Undoubtedly, by and large mobility rates are
higher in Denmark than in the other three countries. However, we need to
make some further comments regarding the Danish pattern in relation to
that for Norway. It is evidently more likely that an employed individual
becomes unemployed one year later in Denmark. Such a transition is “ne-
gative” in the sense that it adds to unemployment, but it can be compen-
sated for if transition rates in the opposite direction are high. Now, the
unemployed in Denmark are rather likely to become employed, but the
unemployed in Norway are even more likely to do so. In other words, the
“negative” flows from employment into unemployment are lower in Nor-
way and the “positive” flows in the opposite direction are higher. On the
other hand, it seems easier for a person outside the labour force to find a
job in Denmark and this is another “positive” aspect.



6. Transitions into and out of
temporary employment

6.1 Introduction

The objective of this chapter is to study transitions into and out of tempo-
rary employment in Denmark, Finland, Norway and Sweden. As in the
previous chapter, the most important question in this chapter is also
whether patterns of transitions differ across the four countries and
whether differences can be explained with reference to the different insti-
tutional arrangements.

Temporary employment is one among several types of employment
that are often referred to as “non-standard employment”, “alternative
work arrangements”, “flexible forms of employment” or “atypical em-
ployment”. These somewhat different terms refer to the fact that the em-
ployment relations differ from what is perceived to be standard work.
Standard work is most often defined as full-time work of indefinite dura-
tion which is performed at the employer’s place of business under the
employer’s direction (Kalleberg 2000:341). Temporary work differs from
standard work in the sense that it is of limited duration and will terminate
at a certain point of time.

In a flexicurity perspective, temporary employment is often associated
with numerical flexibility, i.e. organisations’ ability to change the number
of employees. In some countries with strict EPL for permanent workers,
temporary contracts have been used to create numerical flexibility in
organisations because they can employ without the rising cost of firing.
In this way organisations can more easily adapt to the changing circum-
stances in their environment, for example regarding demand. This use of
temporary contracts as an instrument to create numerical flexibility has,
however, generated great attention to the security aspect of temporary
contracts. Today it is widely debated and investigated to what degree
temporary contracts lead to integration or marginalisation on the labour
market. The research seems to point in both directions. Supporters of the
marginalisation perspective associate temporary employment with inse-
curity and precariousness. They see temporary employment as a “trap” or
“dead-end”. This means that someone working in a temporary contract is
either repeatedly having temporary contracts or else finding him- or her-
self moving continuously between unemployment and temporary em-
ployment. Some argue that this can lead to a dual or segmented labour
market with a core of permanent workers and a peripheral group of tem-
porary employees (OECD 2002, Gash 2008). This perspective also often
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emphasizes the more unfavourable sides of temporary employment, like
the lesser degree of job satisfaction, the greater risk of poverty and the
inferior quality of the jobs (Booth et al. 2000a, Booth et al. 2000b, Gash
2005). On the contrary, the integrative perspective emphasizes the more
positive features of temporary employment. This perspective sees tempo-
rary employment as a way of gaining access to the labour market or as an
“entry port”, “stepping stone” or “bridge” to more stable employment. One
view of this is to regard temporary employment as a form of probationary
contract where the temporary employee can prove him- or herself on the
job. The employers can therefore screen the skills of the temporary workers
before offering them a permanent job (Gash 2008).

In a Nordic context some research has also focused on this matter.
Jouko Natti has investigated the “bridge and trap” metaphor in Finland in
the 1980s by using data from the LFS. His investigation was based on a
number of retrospective questions on previous unemployment, previous
job change and whether the temporary job was voluntary or not. He con-
cluded that temporary employment in Finland has elements of both traps
and bridges, and that these elements accumulate in different groups of
temporary workers. According to Natti, temporary employment most
often forms a trap for those who were previously unemployed, older and
less educated. On the other hand, temporary employment serves as a
bridge for several groups. This is the case for young people using tempo-
rary employment as a transitory phase between studies and permanent
work. It can also be the case for women in the public sector who are for-
mally temporary employees but seem to be in rather stable positions any-
how (Natti 1993).

Nétti’s point about temporary work in Finland having elements of
both traps and bridges is also found in a Swedish study from 2001 by
Kristina Hakanson. In Hakanson’s study a cohort of temporary workers
was followed over a 4-year period, using both register-based data and
LFS-data. She concluded that some forms of temporary employment
(especially probational contracts) serve as stepping stones to permanent
work while others (for instance seasonal work) lead to labour market
segmentation. Other types of temporary contracts can serve as both step-
ping stones and dead ends. The report also concluded that men, older
people and more educated persons are more likely than women, young
people and the less educated to use temporary employment as a stepping
stone to permanent work (Hakanson 2001).

In Denmark there is very limited knowledge about temporary em-
ployment and few studies have been made. One study by Tor Eriksson
and Peter Jensen used data from the European Community Household
Panel (ECHP) and a Nordic survey. The study was, however, mainly
focused on characteristics of the temporary employees and not concerned
with mobility patterns. Still, they do find a larger probability of tempo-
rary employment among those who previously were temporarily em-
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ployed (Eriksson and Jensen 2003). A recent study by Vanessa Gash also
used ECHP data to investigate the “bridge and trap” metaphor. She com-
pared Denmark to West Germany, France and the UK. However, with
minor exceptions, she did not find differences between the countries for
temporary workers’ transition into either permanent employment or un-
employment, despite differences in the institutional arrangements in the
countries (Gash 2008).

A study from Norway by Kristine Neergaard used the Norwegian LFS
for the years 1996-2002 to investigate whether temporary contracts in
Norway lead to stable employment or marginalisation. The respondents
were followed over a period of two years. One of the main conclusions in
the study is that most temporary contracts actually lead to stable em-
ployment (Neergaard 2004). For Norway there is therefore evidence that
temporary contracts have an integrative character.

All in all, the existing studies show that the Nordic labour markets
seem to offer different conditions for temporary employees. In some
countries as well as for some groups, temporary employment seems more
precarious and insecure compared to others. However, none of these stud-
ies have had a comparative Nordic focus. It is therefore difficult on the
basis of these studies to determine whether some Nordic countries offer
better conditions for temporary employees than others. This chapter will
hopefully shed some light on the matter.

When it comes to transitions to and from temporary employment, our
general expectation is that liberal employment protection legislation, both
for permanent and for temporary employees, lessens the differences be-
tween the categories. In a country with liberal EPL, the costs of firing
permanent employees are lower, and the employers therefore need not
resort to temporary labour in order to stay flexible. Since Denmark is the
country with the lowest level of EPL, we therefore expect fewer transi-
tions from a position outside employment to temporary employment here.
We also expect a higher transition rate from temporary employment to
permanent work in Denmark. Norway has a more strict EPL for regular
workers compared to Denmark, but also a more restrictive use of tempo-
rary contracts compared to the other countries. We would therefore also
for Norway expect a lesser flow into temporary employment from a posi-
tion outside employment, since there are restrictions on the use of tempo-
rary contracts. When it comes to transitions to permanent employment, it
is more difficult to know what to expect in the Norwegian case. However,
since temporary contracts are only allowed under certain circumstances
(for instance for trainees), it could point in the direction of a larger flow
from temporary employment to permanent employment. Previous re-
search supports this view (Neergaard 2004). Sweden has the most restric-
tive EPL for regular workers and the most liberal regulation on temporary
employment. For Sweden we would therefore expect a higher flow into
temporary employment from a position of not being employed, compared
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to the other countries. We would also expect fewer temporary employees
to move into permanent employment in Sweden, due to the differences in
EPL for permanent and temporary employees. In Finland the EPL for the
regular workers are about the same as in Norway, but they have a more
liberal use of temporary contracts compared to Norway. Finland could
therefore resemble Sweden rather than Norway in terms of the flows into
and out of temporary employment. Whether these expectations prove
correct will be the object of investigation in this chapter.

We will begin the chapter by providing some information on the char-
acteristics of the temporary employees and the temporary jobs in Den-
mark, Finland, Norway and Sweden (section 6.2). The aim is to deter-
mine whether there is a similar pattern in the four countries as to who are
more likely to be working in temporary jobs. In section 6.3 we will exam-
ine the main flows into and out of temporary work in the four countries
with descriptive statistics. In section 6.4 we present a humber of multi-
variate analyses of factors affecting the transitions presented in section
6.3. The question to be answered is what determines the different transi-
tions and whether the main determinants behind the transitions generally
are the same in the four countries. In order to grasp the multivariate
analyses better, we will in section 6.5 show some predicted probabilities
for some of the transitions. Finally, we use country as an independent
variable in the multivariate analyses (section 6.6). Just as in chapter 5, we
attempt to rule out the impact of other factors. If country shows signifi-
cant effects after controlling for other factors, we have an indication that
national institutional arrangements may matter.

6.2 Temporary employees — who are they?

In this section we take a closer look at the characteristics of the temporary
employees and the temporary jobs in Denmark, Finland, Norway and
Sweden. In order to do this we have conducted four logistic regression
analyses (one for each country) testing the odds of being in a temporary
job compared to working in a permanent job or as self-employed at time
t. Time t is the first point of observation in our data. Logistic regression
analysis has been chosen because it enables us to determine who are more
likely to be temporarily employed when all other factors are held con-
stant. In order to make the four regression models comparable we have
included the same independent variables in all models. The independent
variables are by large the same as those which were applied in chapter 5
— that is, age, marital status, education, national origin, gender—childrenls,
occupational category, industry, working hours and number of employees
at the workplace. Two variables on unemployment have also been in-

15 Because we only have information about children for women in Norway, a combination variable
of gender and children has been used in the models.
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cluded in the models: county unemployment and annual change in na-
tional unemployment. They are included in order to control for business
trends. The outcome is shown in Table 6.1.

The main conclusion to draw from the four regression models in Table
6.1 is that the temporary employees in the four Nordic countries to a large
extent share the same characteristics. With a few minor exceptions,
women, persons with a non-Nordic background and persons who are not
married are more likely to work in a temporary contract in all four coun-
tries. We also find a higher probability of working in a temporary con-
tract in the lower occupational groups. A similar pattern in all four coun-
tries is also found for the industries. Working within industries like edu-
cation, health care, public administration and social and personal services
gives higher probabilities of temporary employment in all four countries.
We also see a higher probability of temporary employment in several of
the other industries than in the reference group of manufacturing, but the
odds ratios are not as high here as in the aforementioned industries.

When it comes to age, we see some interesting similarities as well as
differences between the countries. In all countries young people are more
likely than the older age groups to be employed in temporary jobs. There
seems to be a somewhat linear effect of age where the older you are, the
less likely you are to work in a temporary job. This indicates that tempo-
rary employment in all four countries to some degree is a youth-specific
phenomenon. If we then investigate the odds ratios for the younger age
groups a bit more closely, we see that they are smaller in Denmark (espe-
cially for the age group 16-24 but also for 25-34) compared to the other
three countries. This indicates that temporary employment is associated
with the younger generations to a lesser degree in Denmark than in
Finland, Norway and Sweden.

The effect of education is not clear-cut. In Denmark and Norway those
with a secondary level of education are least likely to work in a tempo-
rary job. In Finland those with a primary or secondary level of education
are most likely to be temporarily employed. In Sweden we see the oppo-
site tendency. Here, those with a tertiary level of education are most
likely to be temporarily employed.

In all four countries, working less than full-time (defined as minimum
35 hours per week) gives a higher risk of being in a temporary contract.
In Denmark and Finland we do, however, see a smaller probability for
those working under 20 hours a week. The opposite tendency is noticed
in Sweden where those working less than 20 hours per week are 6 times
more likely to be in temporary employment compared to full-time work-
ers. Temporary employment therefore seems to be more associated with
shorter working hours in Sweden compared to especially Denmark and
Finland. This could point in the direction of temporary employment being
more precarious in Sweden, if short working time is taken as an indica-
tion of a more marginalised position at the labour market.
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Table 6.1 Effects of various factors on temporary employment (separate models for
each country). Binomial logistic regression. Odds ratios for temporary employment

vs. permanent employment or self-employment at time t.

Denmark Finland Norway Sweden
Gender (ref. man)
Woman with children 1.23* 1.35%* 1.17* 0.88**
Woman without children 1.23* 1.32** 1.06 1.13*
Age (ref. 45-54)
16-24 4.45%* 10.25** 8.16** 7.81**
25-34 1.90* 3.77* 3.57* 3.09**
35-44 1.22% 1.50** 1.78* 1.70**
55-63 1.08 0.61** 0.71* 0.80**
Marital status (ref. married)
Cohabitant 1.43* 1.29** 1.44*%* 1.31*
Single 1.76** 1.66** 1.91* 1.68**
National origin (ref. native)
Other Nordic 1.30 1.11 1.10 1.25%*
Other European/N. American 1.98** 1.55% 1.33* 1.85**
Other 1.81** 2.23* 1.46** 2.13*
Education (ref. tertiary)
Primary 143 1.32% 0.94 0.81**
Secondary 0.93* 1.16** 0.85** 0.83*
Industry (ref. manufacturing)
Agriculture 1.32* 0.72** 0.49** 0.82
Construction 1.67** 1.38** 1.02 1.23*
Trade etc. 1.19* 0.87** 0.80** 1.53*
Transport etc. 0.93 0.91 1.09 1.69**
Finance etc. 0.96 1.37** 1.45* 1.65%*
Real estate etc. 1.19 1.21* 1.54** 1.55**
Public administration 2.54* 3.27* 3.35%* 3.25*
Education 3.91* 6.83** 5.05* 4.85**
Health care 3.30** 4.82** 3.08** 2.92**
Social and personal services 3.68** 3.30** 1.82** 3.18**
Occupational category (ref. manual worker)
Managers 0.19** 0.25** 0.27* 0.26**
Professionals 0.77** 0.78** 0.74** 0.76**
Semi-professionals 0.62** 0.69** 0.71* 0.50*
Service workers 0.89* 0.81** 0.83** 0.92*
Working time (ref. 35+)
1-19 0.78** 0.83** 2.13* 6.21**
20-29 1.39** 1.75%* 2.04** 2.81*
30-34 1.27** 2.12** 1.43** 1.55**
Size of workplace (ref. 1-10)
11-19 1.20* 1.18* 0.88* 1.06
20-49 1.09 1.07* 1.01 1.02
50+ 0.93 1.11** 1.04 0.92**
Unemployment (by county) (ref. low)
Medium 1.13* 1.14* 0.97 1.16**
High 1.27** 1.51** 1.09* 1.33**
Annual change in national unemployment 1.03 0.92* 1.00 1.01
Nagelkerke R’ 0.153 0.285 0.299 0.297
N 51506 84824 50537 106109

*p<0.05; **p<0.01

Finally, two variables on unemployment have been included
ure on annual change in national unemployment does not seem to have
an effect, but the measure on unemployment rate on the county level
does. As explained in chapter 5, this variable is divided into three cate-
gories and measures whether the unemployment level at county level in
each country is low, medium or high. In all countries we see that the
higher the unemployment level is, the higher is the probability of being

in a temporary job.

. The meas-
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All in all, the analyses presented in this section show that the temporary
employees and temporary jobs in the four Nordic countries to a large de-
gree are very much alike. We do, however, see some differences between
the countries — for instance when it comes to age and working time. The
next question is now whether we see similar or different patterns in the
flows into and out of temporary employment in the four countries.

6.3 Mobility to and from temporary employment — a
general overview

In this section we provide an overview of the main transitions into and
out of temporary employment in the four Nordic countries based on de-
scriptive statistics. Table 6.2 presents different transitions into temporary
employment. Our starting point is people who are not in temporary em-
ployment at the first point of observation (t). Those in employment may
either be in a