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Abstract

Inspired by the theoretical perspective that “new policies create a new politics,” this
paper explores how unemployment policies affected the politics of tripartite relations in
Sweden during the interwar period. After the economic depression of 1920, strike
activities began to decrease. Our panel data analysis finds that after 1920, the strength of
the relationship between unemployment and strike activities decreased substantially.
Historical interpretations complement statistical analysis. In the 1920s, the implemen-
tation of unemployment policies entailed the following feedback effects: First, the state
reinforced its capacities, gaining increasingly firm control over strike activities. Second,
the union movement was plunged into internal conflicts. In contrast to the arguments of
power resources theory and the theory of cross-class coalition, neither the empower-
ment of the Social Democratic Workers’ Party (SAP) nor employers’ lockouts induced
the Confederation of Labor Unions (LLO) to turn towards concertation. Rather, this
turnaround occurred in the 1920s while O coped with the feedback effects engendered
endogenously in processes of the implementation of unemployment policies.

Keywords: Industrial Relations; Unemployment Policy; Feedback Effects; Panel Data
Method; Historical Interpretations.

Introduction

CoONCERTATION and conflict have long been alternate options
in the relationship between labor and capital. What leads the labor
movement to choose the option of concertation rather than that of
conflict? Historically, the labor movement has tended to choose the
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option of concertation when the labor market suffered from high rates of
unemployment. In other words, unemployment has been a catalyst
inducing the labor movement to seek a compromise with capital [Scharpf
1991; Korpi 2002]. Notwithstanding the intrinsic relationship between
unemployment and the politics of tripartite relations, the issue of
unemployment has not been sufficiently highlighted in studies that focus
on the formative periods of the modern, democratic, and welfare state.

This study is concerned with the Swedish case during the interwar
period. Our purpose is to answer the question of why and how the most
conflict-driven Swedish society in terms of industrial relations [Korpi
1983: 172] eventually came to pursue the institutionalization of indus-
trial peace. Theoretical interpretations regarding this issue abound.
Power resources theory (PRT) and the theory of cross-class alliance
(T'CA), two major theories in this field, provide opposite interpretations
regarding the role of labor and capital. Despite on-going debates in
comparative political economy [Ibsen and Thelen 2017; Iversen and
Sokice 201 5; Iversen and Stephens 2008; Korpi 2006; Swenson 2004;
Thelen 2o12], these theories have in common that they employ society-
centric approaches and explain policymaking in terms of politics between
labor and capital. In contrast, inspired by the theoretical perspective that
“new policies create a new politics” [Schattschneider 1935: 288], this
study explores how the implementation of unemployment policies by the
state affected the relationship between labor and capital.

In Sweden, unemployment became entrenched in the labor market
after the economic depression of 1920, reaching more than 10% until the
mid-1930s. The Swedish state launched large-scale unemployment pol-
icies throughout the 1920s. After 1920, strike activities took a downturn.
Strike activities, a primary cause of social unrest at the time, were
positively related to unemployment before the economic depression of
1920. Thereafter, however, the strength of the relationship decreased
substantially. The LLO, in fact, began to probe for a sphere of concertation
with the Swedish Employers’ Association (SAF). Why did the labor
movement change its strategy of collective action after the economic
depression of 19207 Was this transformation in the relationship affected
by state intervention in the labor market? If so, in what ways did state
intervention bring about the change in the labor movement? And what
theoretical implications can we derive from analysis of these events?

We conduct statistical analysis and then show through historical
interpretations that the results of statistical analysis represent actual
relations. As Huber and Stephens suggest, we seek to “identify robust
patterns of association” by statistical analysis and then to “examine
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historical evidence to establish causal sequences” [Huber and Stephens
2001: 8]. We employ a panel data method to analyze the strike activities
of 21 union federations (forbund) covering the period 1916-1938. It was
after 19106, the year in which the First World War almost came to an end,
that industrial conflicts were once again aggravated, concluding the short
period of labor’s quiescence after the general strike of 1909. However,
industrial conflicts began to decrease after the economic depression of
1920. First, we test the existing theories that have claimed to explain the
fluctuation of labor strikes. Second, we analyze the historical “turning
point” after which the turbulence of labor strikes began to subside
[Abbott 19977], the extent to which the downturn of labor strikes was
related to unemployment, and the types of workers who exited from the
arena of labor strikes as unemployment went up, and thus the state
intervened in the labor market through unemployment policies.

The historical portion of this study explores the feedback effects that
the implementation of unemployment policies entailed. We explicate the
extent to which unemployment policies contributed to reinforcing the
capacities of the state in the sphere of industrial relations. We also study
how unemployment policies brought about the split of the union move-
ment, plunging it into internal conflicts. In particular, our study focuses
on the impacts that the state’s provision of relief work had on the union
movement. The LLO supported the low-wage policy of relief works after
1921. Thus, it was faced with strong opposition not only from the
unemployed participating in relief work, but also from labor unions
whose labor market competed with relief work. We argue that these
new developments pushed the LLO to look for an alternative to the regime
of high unemployment in the labor market. After the economic depres-
sion of 1920, in fact, the LO began to positively evaluate the issue of the
rationalization of production, an issue to which it had vehemently
objected since the 19th century.

We draw the following theoretical conclusions: it was neither the
empowerment of the Social Democratic Workers’ Party (SAP) in the
1930s nor the launching of aggressive lockouts by employers in the 1920s
that led the LLO to have an interest in the establishment of a concertative
relation with the SAF. Rather, the turnaround was provoked by state
intervention in the labor market and the subsequent internal conflicts of
the union movement in the 1920s. The empowerment of the SAP after
the 1932 election played the role of reinforcing the concertative efforts
that the LO had attempted in the 1920s. The Swedish case may well be a
case in point to trace the processes in which the implementation of a
policy provokes a reactive sequence endogenously within a historical
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path, thus changing the contexts of politics that had presided over the
making of the very policy.

Policy and Politics: an Alternative Theoretical Perspective

Depending on which agent of class conflict the analysis is focused on,
existing studies of class compromise can be broken down into PR'T and
TCA. The PRT adopts the organizational and/or political power of labor
as a crucial explanatory variable affecting strike activities, whereas the
TCA emphasizes the coordinating role of capital. Thus, from opposite
points of view, the two theories interpret the development of Swedish
industrial relations. According to the PR'T, after the victory of the SAP in
the 1932 elections, the union movement had an interest in avoiding
costly industrial conflicts and employing “political instruments to influ-
ence the distributive processes” [Korpi 1983: 173; Korpi 1978; Korpi
2006]. In contrast, the T'CA focuses on the following historical facts:
employers in exposed industries took the lead not only in institutional-
izing centralized wage bargaining but also in launching lockouts to
subdue labor strikes. The SAF even adopted a strategy of threatening
its “ally” LLO with multi-industry lockouts in order to press the latter to
“intervene against” labor unions in sheltered industries [Swenson 1991;
Swenson 2002: 9o-92, 101-102]. Consequently, the T'CA argues, what
made the turbulence of labor strikes subside was not the empowerment of
the labor movement, but employers’ aggressive lockout strategies.

After the economic depression of 1920, the Swedish state intervened
massively in the labor market with its unemployment policies. The
Swedish labor market was hit unprecedentedly hard. The unemploy-
ment rate skyrocketed to 26.5% in 1921, reached 34% in January 1922,
and did not drop below 10% during most of the period between 1921 and
the mid-1930s [Kungl. Arbetsmarknadsstyrelsen 1974: 5]. We may
posit an alternative hypothesis: the implementation by the state of
unemployment policies had impacts on the relationship between the
LLO and the SAF and thus on strike activities.

We approach this issue on the basis of Schattschneider’s [1935: 288]
thesis that “new policies create a new politics” [Pierson 1993]. Theoreti-
cally, Schattschneider’s thesis paves the way for employing public policy
as an independent variable of politics. Public policy has traditionally been
treated as a dependent variable to be explained in terms of politics [e.g.,
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Heclo 1974]. However, the state can “create” or “destroy” interests
through policies [Schattschneider 1935: 288].

Policy and politics interact with each other dynamically. Public pol-
icies affect the formation and development of the state. This is because
the capacities of the state are transformed or expanded while new public
policies are implemented [Skocpol 1992: 58]. However, the implemen-
tation of the public policy entails feedback effects which, in turn, may
bring about changes in the preferences, interests, and meanings of actors
as well as in the capacities of the organizations involved. Then, these
changes conversely affect the contexts of politics in which the public
policy had been made [Pierson 1993; Pierson 2000]. A public policy does
not always produce positive feedback. It also inflicts negative feedback on
some actors, provoking backlashes and thus setting “a reactive sequence”
in motion [Mahoney 2000: 526].

As will be explored in the historical portion of our study, while
implementing unemployment policies, the state centralized its system
of intervention in the labor market, enlarged its bureaucratic realm of
domination, and tightened its regulations against labor strikes. Further-
more, the state’s provision of relief work provoked intra-organizational
conflicts within the union movement. Due to its support for the low-wage
policy of relief works after 1921, the LO was faced with strong opposi-
tions not only from the unemployed who were participating in relief
work, but also from labor unions whose labor market competed with
relief work. Consequently, we argue, these unprecedented developments
pushed the LLO to probe for a sphere of concertation with the SAF.

Changed patterns of workers’ collective action

Theorists of power resources argue that labor strikes substantially reduced
after the formation of the social democratic government in 1932 and the
“red-green” coalition in 1933. However, empirical evidences strongly
indicate that the pattern of collective action by Swedish workers had
already undergone a transformation after 1920. If we do not take into
account the period 1910-1915, as Figure 1 shows, the trend of strike
activities took a downturn after 1920. The period 1910-191 5 was excep-
tional in that the union movement had yet to recover from the aftermath of
the general strike of 1909 and had to be defensive due to the impacts of the
First World War. By 1916, the Swedish union movement had recuperated
organizational strength and thus resumed its offensive strategies against
employers [LO 1943: 4009; Kjellberg 1983]. The numbers of participants
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FIGURE 1
Number of participants and frequency of labor strikes in Sweden,
1870-1940
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Source: For the period 1870 —1902, see SOS, 1909a: 328. For the period
1902 -1907, see SOS, 1909b: 82-3. For the period 1908 —1911, see SOS,
1913: 49. For the period 1912 —1940, see Appendix 1

in labor strikes fluctuated significantly after 1920. However, if we deduct
lockout-provoked labor strikes, the numbers of participants in labor strikes
decreased gradually after 1920 (Figure 2) [Fulcher 1987; Hamark 2018;
Molinder, Karlsson and Enflo 2019; Swenson 1991].

Based on Zivot-Andrews unit root test, we can also estimate a struc-
tural break-year in the trend of strike activities. Since we seek to identify a
structural break year in the trend of strike activities, we employ “the
model B” among Zivot and Andrews’s three models. It allows for one
endogenously determined structural break in the slope of the trend
function [Zivot and Andrews 1902]. Based on t-statistic at the year
1921, we reject the null of unit root for the variable, i.e., labor strikes
excluding lockouts at the 1% significance level. The t-statistic at 1921 is
—6.384 whereas the critical value for 1% for Zivot-Andrew test is —4.94.
Figure 3 shows graphically that the largest t-statistic in absolute value
occurs at the year 1921 following the economic depression of 1920.

The fact that Swedish workers’ collective action underwent a trans-
formation after 1920 becomes more apparent when we trace the trajec-
tory of labor strikes in combination with workers’ electoral turnout.
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FIGURE 2
Participants in labor strikes and lockouts, 1916—1938
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Source: Appendix 1.

Universal male suffrage was legislated in 1908 and applied to the 1911
election. Between the 1914 and the 1920 elections, as FFigure 4 shows,
workers’ electoral turnout decreased successively whereas the numbers of
participants in labor strikes increased continually. However, this trend
was reversed after the 1920 elections, and continued until 1936.

The ideological positions of the governing parties were not likely to
affect this trend reversal. The SAP formed a coalition government with
the Liberal Party in 1917 and a single-party government in 1932.
Between 1917 and 1932, there emerged such diverse governments as
the conservative government (April 1923-October 1924 and October
1928-June 1930), the liberal coalition government (June 1926-October
1928), the liberal government (June 1930-September 1932), and the
social democratic minority government (March 1920-October 1920,
October 1921-April 1923, and October 1924-June 1926) [Hadenius,
Molin and Wieslander 1988: 350-354]. It is hardly plausible that the
ideological position of any particular government affected the continuity
in the changed pattern of workers’ collective action. Rather, Swedish
workers gradually and successively shifted the locus of their involvement
in collective action from the economic sphere to the political sphere.
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F1GURE 3
Zivot-Andrews test for labor strikes excluding lockouts, 1919-1935
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Note: Zivot-Andrews test avoids testing for breaks near the beginning and
the end of a time-series, i.e., 1916-1918 and 1936-1938, because standard
errors for breaks are comparatively large. See Baumann and Schap, 2015.

Research Design

Panel construction and dependent variables

In our statistical analyses, we take union federation as the unit of analysis.
Union federations prevailed in the process of deciding whether to go on
strike until the LLO Congress decided to reinforce the role of the LO in
1941 [Héglund 19779].* About 85 union federations appeared in the 2oth
century. However, many of these were merged or integrated with other

' For studies adopting geographical area, Molinder, Karlsson and Enflo 2o019;
town or parish as the unit of analysis, see Molinder, Karlsson, and Enflo 2021.
286

https://doi.org/10.1017/S0003975622000261 Published online by Cambridge University Press


https://doi.org/10.1017/S0003975622000261

DYNAMICS OF POLICY AND POLITICS

FI1GURE 4
Workers’ participation in labor strikes and electoral turnout, 1893—1940
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Note: Workers’ (class I11) election turnouts are estimated ones (Lewin,

Fansson and Sorbom 1972: 66-68, 142—143). The numbers of participants
in labor strikes are annual averages between elections to the Second Chamber
of the Parliament. For the sources of data on labor strikes, see Appendix 1.

union federations. In our analysis, we include 21 union federations
affiliated with the LO during the period 1916-1938 (see Appendix 2).?

We adopt relative involvement in labor strikes (RILS)—number of
participants in labor strikes/number of union members x 1,000—as our
dependent variable. In contrast to frequency and volume (the number of
idle worker-days) of strikes, the number of workers involved in labor
strikes reflects “the degree to which workers have been drawn into
conflicts”, thereby encompassing “political and social importance”
[Franzosi 1995: 13; Korpi 1983: 161-162]. Since we seek to discuss

* We exclude the Stove and Tile Workers’
Union Federation from our analysis because
data were inconsistently reported to the
LO. Our analysis does not cover strike activities
by the Swedish Workers’ Central Organization
(Sweriges Arbetares Centralorganisation: SAC).
First, the SAC is not a unit of analysis compar-
able to union federations. The SAC was a con-
federation with which local syndicalist

organizations were affiliated. Second, data such
as unemployment rates based on the SAC are
not available. Last but not least, the aggregate
SAC strikes showed a similar trend to labor
strikes in general. The increase in strikes after
1916 took a downturn after 1921 due to eco-

nomic depression. SAC strikes decreased
throughout the 19208 [PERSSON 1975:
116, 267; HAMARK 2018: 145].
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TABLE 1
Categorization of dependent variables

Union workers and non-Union Workers Union workers
Labor strikes and lockouts (1) 3)
Labor strikes (2) (4)

changes in the social and political relations among the state, labor and
capital, RILS may well be a valid variable. While the number of parti-
cipants in labor strikes and lockouts fluctuated considerably (see figure 2),
the RILS trend displays a gradual and continuous downturn after 1920
(figure 5).

We break our dependent variable RILS into four sub-categories
according to 1) whether to include lockout-provoked strikes, and 2)
whether to include labor strikes by non-union workers (T'able 1; for

FIGURE j5
RILS, 1916-1938
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Sources: Appendix 1.
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time-series plots of dependent variables by union federations, see
Appendix 3). We seek to analyze the extent to which the relationships
between independent variables and RILS change across the four sub-
categorized models. We include strike activities by non-union workers in
our statistical analysis with a caveat. In calculating RILS, we divide the
number of non-union workers participating in labor strikes by the num-
ber of union members. For the case of non-union workers, there is no
relevant denominator that could be used to compare the relative size of
participation across union federations. However, the adoption of the
denominator can be theoretically justified: we are theoretically interested
in the extent to which union federations mobilized non-union workers
into labor strikes.

Hypotheses and the operationalization of independent variables

Based on the theoretical discussions in the previous section, we posit two
hypotheses to test for the applicability of PRT:

1) RILS declined after 1932, at which time the SAP formed a single-party govern-
ment for the first time.
2) RILS is positively related to the organizational power of union federations.

We test the first hypothesis by employing SAP in the government
dummy variable. To test the second hypothesis, we operationalize the
organizational power of union federations in terms of costs of mobiliza-
tion per member and capital assets per member. In so doing, we count
capital assets at the end of the previous year because they were slated to be
used to compensate participants in labor strikes for the loss of wages in
the coming year (T'able 2).

For TCA, we posit a hypothesis: RILS declined more in exposed
industries than in sheltered industries. Regarding the role of lockouts in
subduing strike activities, the T'CA is composed of a twofold argument:
on the one hand, it was employers’ lockouts that brought about a decrease
in strike activities in the 1920s. Following this logic, strike activities
should have subsided more in exposed industries than in sheltered
industries. This is because employers in exposed industries, VF (the
Engineering Employers’ Association) in particular, took the lead in
launching lockouts. On the other hand, SAF’s strategy of threatening
its ally the LLO with multi-industry lockouts pressed the latter to “inter-
vene against” labor unions in sheltered industries [Swenson 1997,
Swenson 2002]. However, the SAF adopted this strategy only twice:
for paper pulp trades in 1932, and for building and construction trades in
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TABLE 2
Independent variables and operationalization

Variables Operationalization

State intervention dummy variable (dm17) dm1=0if <1920; dm1=1if > 1920

SAP in the government dummy variable (dm2) dm2=0if <1932; dm2 =1 if > 1932

Cross-class alliance dummy variable (dm3) 0 for sheltered industries; 1 for exposed industries

Unemployment rates (unemp) Unemployment rates ( percent) by union federation

Costs of mobilization (cm) Costs of agitation, union newspaper, and education
per union member

Capital assets (ca) Capital assets per union member in the previous
year (t-1)

Percentage change in real wage (Aw;.1) the previous year

1933-1934 [Swenson 2002]. We employ a cross-class alliance dummy
variable as a variable to test the hypothesis ('I'able 2; for classification of
industries, see Appendix 2). First, we test whether the active role of
employers in terms of lockouts did indeed affect decreases in strike
activities for the entire period 1916-1938. Second, we first divide the
entire period 1916-1938 into three sub-periods: 1) 1916-1920,2) 1921-
1932, and 3) 1933-1938. We then examine whether there were differ-
ences among the three periods in the extent to which employers’ lockouts
affected strike activities.

For the theory of dynamics of policy and politics, we posit two
hypotheses:

1) Starting in the year 1921, a downward shift took place in the level of RILS.

2) The relationship between the rate of unemployment and RILS was positive
before the economic depression of 1920, whereas the strength of the relation-
ship decreased when the state intervened in the labor market with its unemploy-
ment policies.

The first hypothesis implies that the year 1920 represents a historical
turning point after which unemployment policies played a role as an
institution, producing the feedback effects of a downward shift in strike
activities. We employ a state intervention dummy variable to see whether
there was a statistically significant break in strike activities starting in the
year 1921 (see Table 2).

To test the second hypothesis, we compare the effects of unemploy-
ment on strike activities among the three sub-periods. First, we assume
that before the economic depression of 1920, strike activities were
positively related to unemployment. Swedish scholars provide detailed
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historical studies regarding the formation of the working class in
Sweden in the 19th and early 20th centuries.3 Furthermore, in the
aftermath of the Bolshevik Revolution of 1917, Swedish society was
engulfed in socio-political turmoil characterized by a fully-fledged
revolutionary atmosphere [Tingsten 1941]. Following Polanyi
[10944], we assume that, in these social contexts, unemployment was
not only an individual but also a social concern, thus provoking a
collective reaction against employers—i.e., labor strikes. The Swedish
state had yet to become sufficiently modern and bureaucratic to discip-
line working-class individuals.

Second, we assume that after the economic depression of 1920,
unemployment policies pressed workers not to join labor strikes. On
the one hand, the state furnished a loophole, that is, relief work, for
unemployed people to exit from the union movement. On the other hand,
by limiting the eligibility for unemployment relief strictly to the
unemployed who had not been involved in labor strikes, the state sought
to exert influence on those who remained in the labor market.

Third, however, we assume that, as the extent to which the state
intervened in the labor market with unemployment policies reduced
after 1933, the strength of the relationship between unemployment and
strike activities once again increased. The regime of unemployment
policies underwent a transformation after 1933 because the first single
social democratic government revamped it fundamentally. Major
resources were increasingly earmarked for public work rather than for
relief work. Public work was fundamentally different from relief work in
that the former was designed to prevent economic depression. Further-
more, the SAP succeeded in abolishing the conflict directive in 1933. In
1934, the SAP also accomplished the enactment of the Ghent system of
unemployment insurance which the LLO had regarded as an alternative
to the existing unemployment policies. In a nutshell, the regime of
unemployment policies no longer worked as in the past.

Finally, we control for the change of real wages. The economic models
of strike activities, which are beyond our theoretical interests, argue that
changes in real wages in the previous year affect strike activities [Ashen-
felter and Johnson 1969]. Unfortunately, data on real wages by union
federation are not available. However, we have the index of annual real

3 Most of these studies are case studies
explicating the cultural aspects of working-
class formation, the impacts on working-class
formation of the rationalization of production,
or the duration of community culture in the

processes of industrialization. See, among
others, LINDQVIST 1904; SKARIN-FRYKMAN
1087; IsacsoN 1987; MAGNUSSON 10987;
EDGREN and OLsSON 199 1; and EKDAHL 1983.
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wages (1913=100) covering all industries. We give the same value
—i.e., the percentage rate of change in the previous year (Aw,_,;)—to each
of the union federations for each year (see T'able 2). Therefore, Aw,_, does
not reflect cross-sectional variations.

Data description

Categorization of RILS into four sub-categories is made possible by
LO’s provision of diverse and detailed data. The LLO published its annual
report based on the data submitted by union federations. These data
cover the types of labor strikes, the types and numbers of workers
involved, and the unemployment rates of union members. The reports
by union federations also detailed the capital assets of union federations
and their costs of organizational activities spent on agitation, union
newspapers and education. The LLO aggregated those data on the organ-
izational activities of mobilization and published them in areportin 1932
and in 1942 (see Appendix 1).

Unemployment rate data are in need of a more detailed description.
After 1911, union federations submitted a monthly report to the LO
regarding the rates of unemployment based on surveys of their mem-
bers. Data on the unemployment rates of non-union workers are not
available. In-depth research sponsored by the Swedish government,
however, argues that, although there was a slight tendency to exaggerate
the unemployment of union workers relative to that of non-union
workers, the data reported by each union federation came to represent
the related industry as a whole as the surveys covered large numbers
of union workers and a wide scope of the industry [SOU 1931 (20):

44-61].

Methods

We employ the random effects model (REM) among panel data methods.
Except for the period 1933-1938, Hausman’s test results suggest that the
random effects estimators are consistent. REM also makes it possible to
estimate the observable, time-constant variable(s), i.e., the cross-class
alliance dummy variable (dm3) in our model.

Yi,t - ﬁl + ﬂzdmlt + ﬁ3dm2t + ﬁ4dm3i + ﬂs lVl (unempi’t) + ,BGCmi’t
+Bcai -1+ PgAW,_1 + ;i ;

2902

https://doi.org/10.1017/S0003975622000261 Published online by Cambridge University Press


https://doi.org/10.1017/S0003975622000261

DYNAMICS OF POLICY AND POLITICS

where v, ; = ¢; + u; ; v;,1s composite error term, ¢; is unobserved effects,
and u;, is idiosyncratic errors. ¢ denotes cross section observation,
i.e., union confederations, and ¢ denotes time.

For the period 1933-1938, we employ the fixed effects model (FEM)
because the p-values of Hausman’s test are close to o, which is “inter-
preted as evidence against” the assumption of REM [Wooldridge 2002:
288]. With FEM, however, it is not possible to estimate the observable,
time-constant variable(s) such as gender or race, because they get elim-
inated in the process of fixed effects transformation [Ibid. 2002: 266-
267]. In addition, we employ a hybrid model in which we can estimate
the observable, time-constant variable. The hybrid model decomposes
variables into “between variation and within variation,” thereby estimat-
ing both within-effects (i.e., fixed effects) and between-effects in REM
[Schunck 2013: 66].

Our analyses are conducted in two stages. First, we include two year
dummy variables—state intervention dummy (dmr) and SAP in the
government (dmz)—to estimate their effects on RILS during the entire
period 1916-1938. We take the log of the variable unemployment rates
(In(unemp; ,)) to improve the linear model. To take the problem of panel
heteroscedasticity into account, we use robust standard errors in addition
to standard errors. Second, in order to estimate the effects of unemploy-
ment and lockouts on RILS in different socio-political contexts, we
divide the entire period into three sub-periods: 1) 1916-1920, 2)
1921-1932, and 3) 1933-1938. Thus, the two year dummy variables,
i.e., dmr and dmz, are eliminated.

Empirical Results

Our panel data analysis supports what we hypothesize based on the
theory of dynamics of policy and politics (Table 3). The coefficients on
the state intervention dummy (dmr) are negative and large, and all of
them are statistically significant at the 1% level. Use of the robust
standard error does not change the statistical significance. It implies that
there was a downward shift in the level of strike activities starting in
1921.

Unemployment was positively associated with RILS before the eco-
nomic depression of 1920, but the strength of association changed
thereafter. For the entire period 1916-1938, as Table 3 shows, the
coefficients of (logged) unemployment rates ({n(unemp)) are positive
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TABLE 3

Regression results for RILS (REM and Hybrid Model), 19161938

RILS by Union and Non-Union Workers

RILS by Union Workers

Labor strikes Labor strikes Labor strikes
Labor strikes and lockouts (1) only (2) and lockouts (3) only (4)
Random Random Random Random
effects Hybrid Effects Hybrid Effects Hybrid effects Hybrid
State intervention —191.423*** —170.881*** —125.032*** —112.543***
dummy (dm1)"
(34.238) (27.631) (18.910) (14.191)
[72.117] [569.656] [27.963] [23.086]
-Within—effects —185.616*** —164.997*** -113.678*** —102.903***
(36.364) (29.369) (20.699) (15.559)
[74.250] [62.145] [29.033] [25.350]
SAP in government —74.021*** -55.053** —39.790** -30.699***
dummy (dm2) "
(28.609) (23.140) (15.941) (11.989)
[32.824] [23.076] [13.128] [5.953]
-Within—effects —89.554*** —70.638** —41.995** —35.322**
(29.656) (23.951) (16.881) (12.690)
[44.947] [34.138] [14.992] [7.470]
Logged unemployment 52.988*** A7 ATT** 33.815*** 32.089***
rates (In(unemp))
(14.287) (11.289) (7.172) (5.237)
[23.141] [20.734] [8.231] [6.750]

NHV ONNH-Iv[
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TABLE 3. (Continued)

RILS by Union and Non-Union Workers

RILS by Union Workers

Labor strikes Labor strikes Labor strikes
Labor strikes and lockouts (1) and lockouts (3) only (4)
Random Random Random Random
effects Hybrid Effects Hybrid Effects Hybrid effects Hybrid
- Within—effects 39.838** 33.724* 21.648* 20.038***
(18.024) (14.557) (10.259) (7.712)
[19.585] [18.705] [7.577] [8.171]
- Between-effects 65.489*** 58.142*** 44.614*** 40.372***
(22.294) (18.345) (9.970) (7.513)
[22.337] [17.180] [10.477] [6.586]
Costs of mobilization -5.506 -4.072 -0.914 -0.120
(cm)
(11.587) (9.171) (5.854) (4.280)
[8.098] [6.065] [5.150] [3.609]
- Within—effects -16.977 -14.356 —-4.256 —2.360
(14.314) (11.561) (8.148) (6.125)
[17.367] [15.899] [8.122] [6.373]
- Between—effects 10.159 7.351 2.482 1.115
(18.471) (15.200) (8.254) (6.220)
[18.238] [13.813] [4.709]
Continued
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TaBLE 3. (Continued)

RILS by Union and Non-Union Workers

RILS by Union Workers

Labor strikes Labor strikes Labor strikes
Labor strikes and lockouts (1) only (2) and lockouts (3)
Random Random Random Random
effects Hybrid Effects Hybrid Effects Hybrid effects Hybrid
Capital assets (ca_1) 0.600* 0.545** 0.376** 0.369***
(0.319) (0.254) (0.166) (0.122)
[0.319] [0.234] [0.231] [0.211]
- Within—effects 1.074*** 1.019** 0.514** 0.560***
(0.373) (0.301) (0.212) (0.160)
[0.649] [0.504] [0.258] [0.260]
- Between—effects —0.440 —0.379 0.280 0.184
(0.603) (0.497) (0.270) (0.203)
[0.636] [0.505] [0.263] [0.177]
Cross—class alliance 28.846 17.083 0.836 —11.748 39.132* 34.986** 15.568 9.116
dummy (dm3)
(36.080) (38.108) (27.468) (31.358) (15.872) (17.037) (11.296) (12.838)
[39.865] [31.858] [33.550] [25.002] [15.342] [13.483] [12.805] [10.525]
Percentage change in 2.596 0.132 4.008*** 1.985*
real wage (Awy_¢) "
(2.377) (1.931) (1.349) (1.020)
[2.725] [2.764] [1.470] [1.316]

NHV ONNH-Iv[
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TaBLE 3. (Continued)

RILS by Union and Non-Union Workers

RILS by Union Workers

Labor strikes Labor strikes Labor strikes
Labor strikes and lockouts (1) only (2) and lockouts (3) only (4)
Random Random Random Random
effects Hybrid Effects Hybrid Effects Hybrid effects Hybrid
-Within—effects 2.984 0.501 4.157** 2.134**
(2.379) (1.921) (1.354) (1.018)
[2.533] [2.572] [1.448] [1.268]
Constant 115.622*** -37.865 95.163*** -37.132 71.970*** -52.828 53.703*** —47.110*
(37.208) (77.202) (29.361) (63.528) (18.920) (34.502) (13.951) (25.998)
[39.413] [53.098] [35.182] [39.631] [16.601] [31.770] [15.686] [20.619]
R2 0.102 0.127 0.109 0.138 0.150 0.158 0.166 0.179
Hausman’s test 7.25 10.00 3.50 7.12
(Prob>chi?)
(0.298) (0.125) (0.744) (0.310)

Note 1): Between—effects are omitted because of collinearity.

Note 2): OLS standard errors are in parentheses, and robust standard errors are in brackets. Lockouts include sympathy lockouts. Hausman test scores are based
on classical standard errors. Since the fixed effect model eliminates the cross—class dummy variable (dm3), we do not include it when conducting Hausman test.

Number of obs = 481; Number of groups = 21. *** p <0.01; **p <0.05; *p <0.1.
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and statistically significant at the 1% level, and at the 5% level if we use
robust standard errors. However, the coeflicients of (logged) unemploy-
ment rates differed not only among the three sub-periods but also
between groups. We may therefore need a threefold comparison. First,
as Table 4—1 shows, during the period 1916-1920, the coefficients are
conspicuously different depending upon whether non-union workers are
included—(1-1) and (2-1) vs. (3-1) and (4-1). When non-union workers
are included, the estimated coefficients are relatively larger. However, if
we use robust standard errors, the levels of significance are slightly larger
than the conventional level of significance. If we compare the coeflicient
in the model (1-1) with that in the model (3-1), the difference is approxi-
mately 58, which means that a 1% increase in the rate of unemployment
rate is associated with a 0.58 increase in RILS. This implies that, before
the state intervened in the labor market, unemployment was a “social
concern” in the Polanyian sense, provoking collective reaction against
employers. Furthermore, as the rate of unemployment rose, non-union
workers participated more actively in labor strikes than union workers
did.

Second, in the period 1921-1932, the coefficients (In(unemp)) are
positive and statistically significant, but the differences between groups
are not large relative to the previous period. In comparison with the
previous period, the coefficients are considerably reduced when RILS
includes non-union workers—(1-1) and (2-1) vs. (1-2) and (2-2) at
Table 4—1. It implies that, as the rate of unemployment rose, non-union
workers were more likely to exit from the labor market and thus the
sphere of labor conflicts. Whether lock-out provoked strikes are included
in the dependent variables does not make a conspicuous difference in the
coefficients.

Finally, in the period 1933-1938, the social democratic dominance in
government brought about a transformation in the regime of unemploy-
ment policies. The state could not intervene in the labor market as before,
because relief work was increasingly replaced by public work. Statisti-
cally, based on the p-values of Hausman’s test, we can infer that FEM
estimators are consistent (Table 4—2). If RILS excludes lockout-
provoked labor strikes, the coefficients (In(unemp)) are statistically
significant not only in FEM but also in REM. Furthermore, the esti-
mated coeflicients increase to a large extent relative to the previous period
1921-1932, as the model (2-3) and the model (4-3) show. This empirical
finding supports our historical interpretation in the next section: after the
economic depression of 1931, the LLO raised the issue of unemployment
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Regression results for RILS (REM), 1916-1932

TABLE 4—-1

RILS by union workers & non-union workers

RILS by union workers

RILS including lock-out
provoked labor strikes

RILS excluding lock-out
provoked labor strikes

RILS including lock-out
provoked labor strikes

RILS excluding lock-out
provoked labor strikes

1916-20 1921-32 1916-20 1921-32 1916-20 1921-32 1916-20 1921-32
(1-1) (1-2) (2-1) (2-2) (3-1) (3-2) (4-1) (4-2)
Logged unemployment 89.604** 24.945* 79,136** 29.530*** 31.114* 23.468* 28.197* 25.196***
rates (In(unemp))
(44.505) (14.588) (38.359) (7.837) (14.757) (10.372) (13.249) (5.742)
[65.096] [9.996] [65.592] [6.001] [14.365] [8.060] [12.562] [4.782]
Costs of mobilization -32.872 13.963 -26.329 5.370 -3.019 6.174 -3.084 2.080
(cm)
(58.950) (9.189) (50.746) (5.016) (21.181) (6.574) (18.270) (3.698)
[563.408] [12.971] [43.905] [6.203] [21.043] [7.333] [21.338] [3.400]
Capital assets (ca.1) -0.600 -0.616** -2.144 -0.297* 1.988 -0.555*** 0.518 -0.212*
(4.004) (0.287) (3.452) (0.162) (1.299) (0.208) (1.178) (0.121)
[3.530] [0.298] [3.014] [0.112] [1.021] [0.223] [0.856] [0.976]
Cross-class alliance -0.264 68.001** -16.553 4.520 93.230** 44.482* 65.497* 1.951
dummy (dm3)"
(131.414) (32.268) (113.433) (15.655) (40.432) (21.962) (37.514) 11.117)
[153.927] [33.292] [131.172] [11.275] [45.990] [21.356] [46.090] [8.466]
Continued
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TABLE 4-1. (Continued)

RILS by union workers & non-union workers RILS by union workers
RILS including lock-out RILS excluding lock-out RILS including lock-out RILS excluding lock-out
provoked labor strikes provoked labor strikes provoked labor strikes provoked labor strikes
1916-20 1921-32 1916-20 1921-32 1916-20 1921-32 1916-20 1921-32
(1-1) (1-2) (2-1) (2-2) (3-1) (3-2) (4-1) (4-2)
Percentage change in 5.139 1.188 0.439 1.702 7.648** 0.893 3.648** 1.692
real wage (Awy.4)
(5.541) (2.234) (4.762) (1.404) (2.267) (1.676) (1.821) (1.117)
[4.922] [2.006] [4.739] [1.383] [2.512] [1.489] [1.721] [1.179]
Constant 152.261 7.788 162.167 -14.603 19.141 13.580 40.408 -11.552
(148.545) (42.480) (128.100) (22.863) (48.178) (30.156) (43.610) (16.849)
[174.278] [28.566] [144.810] [15.519] [42.492] [20.141] [39.183] [11.538]
R? 0.065 0.140 0.058 0.122 0.239 0.152 0.154 0.126
Hausman’s test 0.35 5.29 0.33 1.68 0.81 5.46 0.48 2.30
(Prob>chi? )
(0.986) (0.286) (0.988) (0.794) (0.937) (0.243) (0.975) (0.681)

Note 1): If we employ hybrid model and estimate dm3, there is no noticeable change in the case of model (3-1). In the case of model (3-2), however, the coefficient is
reduced to 24.924, and p-value increases to 0.110.

Note 2): See Note 2) at Table 3. Number of observations is 104 for the period 1916-20, and 251 for the period 1921-32. Number of groups is 21 for the two periods,
respectively. *** p <0.01; **p <0.05; *p <0.1.
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TABLE 4-2
Regression results for RILS (FEM, REM and Hybrid Model), 1933-1938

RILS by union workers & non-union workers RILS by union workers

RILS excluding lock-out
provoked labor strikes (4-3)

RILS including lock-out
provoked labor strikes (3-3)

RILS excluding lock-out
provoked labor strikes (2-3)

RILS including lock-out
provoked labor strikes (1-3)

FEM REM Hybrid Model FEM REM Hybrid Model FEM REM Hybrid Model FEM REM T/I):)lg;dl
Logged unemployment 9.792 30.797* 55.606*** 64.085*** 10.548 31.531* 56.313***  64.731**
rates (In(unemp))
(21.490) (18.264) (16.375) (14.546) (21.486) (18.203) (16.352) (14.463)
[31.893] [38.788] [24.705] [33.095] [31.982] [38.888] [24.811] [33.210]
- Within-effects 9.792 55.606*** 10.548 56.313***
(21.490) (16.615) (21.486) (16.601)
[32.433] [25.124] [32.524]] [25.231]
- Between-effects 49.367 54.415* 49.866* 55.142***
(27.929) (21.723) (27.670) (21.314)
[31.733] [28.732] [31.593] [28.439]
Costs of —47.376*** —24,588* —-17.168 -9.171 —47.141* —24.058* —-17.067 -8.826
Mobilization (cm)
(16,740) (13.170) (12.756) (10.594) (16.736) (13.116) (12.737) (10.520)
[16.225] [13.916] [17.498] [9.100] [16.072] [14.018] [17.340] [9.177]
- Within-effects —47.376** -17.168 —47 141 —-17.067
(16,740) (12.942) (16.738) (12.932)
Continued
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TABLE 4—2. (Continued)

RILS by union workers & non-union workers

RILS by union workers

RILS including lock-out

provoked labor strikes (1-3)

RILS excluding lock-out

provoked labor strikes (2-3)

RILS including lock-out RILS excluding lock-out

provoked labor strikes (3-3)

provoked labor strikes (4-3)

FEM REM Hybrid Model FEM REM Hybrid Model FEM REM Hybrid Model FEM REM :'/I);tzjrg
[16.500] [17.794] [16.344] [17.633]]
- Between-effects 1.436 —2.354 1.845 -1.944
(17.695) (13.764) (17.531) (13.504)
[15.566] [14.442] [15.461] [14.235]
Capital assets (ca1) 2.858*** 1.477** 2.667** 1.549*** 2.846*** 1.460*** 2.653*** 1.526***
(0.380) (0.282) (0.289) (0.228) (0.379) (0.281) (0.289) (0.226)
[0.518] [0.805] [0.611] [0.810] [0.524] [0.804] [0.618] [0.808]
- Within—effects 2.858*** 2667 2.846*** 2.653***
(0.379) (0.293) (0.379) (0.293)
[0.527] [0.622] [0.533] [0.628]
- Between—effects 0.512 0.436 0.509 0.434
(0.365) (0.284) (0.362) (0.279)
[0.407] [0.323] [0.407] [0.323]
Cross—class alliance —23.522 —27.034 —-8.661 —20.895 —25.838 —29.094 -11.003  -22.774
dummy (dm3)
(38.938) (37.222) (32.953) (28.952) (38.624) (36.877) (32.485)  (28.406)
[35.724] [40.362] [33.071] [35.318] [35.336] [40.001] [32.375] [34.842]
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TABLE 4—2. (Continued)

RILS by union workers & non-union workers RILS by union workers

RILS including lock-out
provoked labor strikes (3-3)

RILS excluding lock-out
provoked labor strikes (4-3)

RILS including lock-out
provoked labor strikes (1-3)

RILS excluding lock-out
provoked labor strikes (2-3)
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FEM REM Hybrid Model FEM REM Hybrid Model FEM REM Hybrid Model FEM REM '-|\|/|)(I)bdne(:
Percentage change —7.166* —.7.537* -5.248 -5.961* —7.060 —7.443 -5.233 —5.964*
in real wage (Aw,_1)"
(4.271) (4.544) (3.254) (3.501) (4.270) (4.542) (3250)  (3.496)
[3.251] [3.278] [3.087] [3.349] [3.247] [3.271] [3.088]  [3.356]
- Within—effects —7.166* -5.248 —7.060* -5.233
(4.271) (3.302) (4.270) (3.209)
[3.306] [3.139] [3.302) [3.141]
Constant —165.112** -115.011* —117.732  —-324.086*** —249.206*** —131.740* —167.343** —116.350* —119.569 —325.607*** —249.173*** —134.259*
(69.292)  (66.423)  (101.486)  (52.785) (53.040) (78.936)  (69.257)  (66.193)  (100.545)  (52.708)  (52.713)  (77.449)
[139.156]  [72.197]  [107.529] [135.170] [68.964]  [101.308]  [139.472]  [71.335]  [108.300] [135.362] [67.510]
R? 0.112 0.155 0.347 0.173 0.248 0.442 0.111 0.156 0.348 0.174 0.252 0.446
Hausman’s 33.98 40.06 33.92 39.95
test(Prob>chi?
(0.000) (0.000) (0.000) (0.000)

Note 1): In the estimation of percentage change in real wage (Aw,.4), between-effects are omitted because of collinearity.
Note 2): See Note 2) at Table 3. Number of observations is 126. Number of groups is 21
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strongly, thus ceasing the concertation with the SAF for industrial peace
that the SAF and the LLO had promoted in collaboration after 1928.

According to T'CA, strike activities should have decreased in exposed
industries. However, the decline in strike activities after 1920 proceeded
to the contrary. In the period 1921-1932, if RILS includes lockout-
provoked labor strikes, the coefficients of the cross-class dummy (dm3)
are positive rather than negative—model (1-2) and model (3-2) at
Table 4-1. If we bring the previous period into analysis, this relationship
is valid only in union workers’ labor strikes—model (3-1) and model (3-
2) (see also Table 3). It implies that employers in exposed industries
launched lockouts more frequently, and union workers fought against the
lockouts. Furthermore, in the period 1933-1938, all the coefficients are
not statistically significant regardless of whether we employ the REM or
the hybrid model (Table 4—2). At best, we argue, Swenson’s case study
on the building and construction trades cannot be generalized. Our
interpretation is also corroborated by time-series plots of RILS. If we
include lockout-provoked labor strikes, there is a noticeable difference
between domestic industries and exposed industries (figure 6-1). How-
ever, when they are excluded, this apparent difference disappears par-
ticularly after the mid-1920s (figure 6-2).

By and large, the regression results support PRT. The coefficients on
the SAP in the government dummy variable (dmz) are negative and

FIGURE 6
Changes in RILS : union workers
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FIGURE 6-1. RILS including lockouts FIGURE 6-2. RILS excluding lockouts
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statistically significant (Table 3). As far as the variable capital assets
(cai,t-1) is concerned, the coeflicients are positive and statistically sig-
nificant ("T'able 3). However, depending on the sub-periods and on the
sub-categories, the level of statistical significance varies. It was only in the
period 1933-1938 when the SAP was in government that the coefficients
turn out to be positive and statistically significant at the 1% level across
the sub-categories. As for the cost of mobilization (¢m), it is noteworthy
that the coefhicients are negative and statistically significant at the 1%
level in the period 1933-1938 when lockout-provoked labor strikes are
included—model (1-3) and model (3-3) at T'able 4—2. That is, union
federations succeeded in persuading workers not to react against lockouts
through labor strikes when the SAP was in government. Consequently,
we may argue that PR'T is valid. Nonetheless, PRT suffers from a
theoretical shortcoming: it does not contain a theoretical construct
explaining why workers’ involvement in labor strikes began to decline
after 1920.

Historical Interpretations

The economic depression of 1920 and the empowerment of state capacities

Beginning with the economic depression of 1920, the National
Unemployment Commission (AK: Statens Arbetsloshetskommission)
implemented large-scale unemployment policies, which lasted through-
out the 1920s.# Implementation of unemployment policies entailed
feedback effects that substantially reinforced the capacities of the state
in its relationship with the union movement.

First, the state intervened more directly in the labor market. That is,
the AK increasingly carried out projects of relief work rather than
providing cash relief. In 1921, the state founded two large-scale organ-
izations for relief work, which were under the direct control of the AK:
the State Work of Southern Sweden (Sdodra Sveriges Statsarbeten) and

+ In August 1914, the Swedish state mainly assisting the Civil Department. The

founded the AK to relieve the widespread
panic of unemployment brought about by
the outbreak of the First World War. Before
the economic depression of 1920, the AK
remained as a fact-finding advisory body,

idea had not yet emerged that the state should
invest its massive capital in order to reduce
unemployment [AK 1929: 30-34; CLARK
1941: 17-18; JARTE and von KocH 1926:
293-290].
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the State Work of Norrland (Norrlands Statsarbeten). Between 1921 and
1924, the two organizations provided 712 and 972 relief-work projects,
respectively. Out of the total number of unemployed (80,271) who
reported to the AK in 1921, 31.8% were employed in relief work projects,
and 31.3% received cash relief. In 1922, the share of relief work rose to
46.1%, whereas the share of cash relief dropped to 9.7%. After 1923, the
state no longer earmarked funds for cash relief [AK 1929: 356-358, 368-
369; SOU 1936 (32): 52].

Second, for those participating in relief work projects, the AK con-
structed increasing numbers of “fixed workplaces” all over the country.
In contrast to those workers in the so-called “day colonies” who could
commute from their places of residence, those employed in the fixed
workplaces were forced to be separated from their families and live in
very humble conditions. Those who had to move to northern parts of
Sweden underwent particular hardships [AK 1929: 394]. The share of
the unemployed involved in relief via fixed workplaces out of the total
number of unemployed in relief work increased from 21%1in 1921 to 47%
in 1922 and to 52% in 1923. The share rose to as high as 70% in 1924
[Ibid.: 362-363, 391]. Whether the unemployed were assigned to fixed
workplaces or day colonies was at the discretion of public officials. To
avoid being assigned to fixed workplaces, the unemployed tried to con-
vince local unemployment committees and official doctors by any means
possible that they were physically weak [Ibid.: 1929: 389].

Finally, in an effort to bring industrial conflicts under its control, the
state took advantage of the system of public labor exchange. The num-
bers of unemployed registered at the offices of labor exchange increased
substantially after the economic depression of 1920, from 278,826 in
1920 to 838,599 in 1922, and the figure did not drop below 450,000
throughout the 1920s [SOS 1960: 130]. The AK limited the applicants
for unemployment relief to those who did not obtain an “appropriate job”
at the office of labor exchange. Furthermore, in order to thwart labor
strikes, the AK excluded from the program of unemployment relief the
members of labor unions waging labor strikes and those who refused to
accept the assigned relief work under conflict. In 1922, the AK even
issued the so-called “conflict directive,” indicating that it would exclude
from unemployment relief “all the workers in a trade or an industry”
where a “general conflict”—a labor strike producing a nation-wide
impact on a trade or an industry—occurred [Lindeberg 1968: 58; Unga
1976: 91-92; Rothstein 1992: 163; SOU 1936: 27-31]. The conflict
directive exerted a profound impact on the union movement. This was
because the AK tended to classify “partial conflicts” as general conflicts,
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thereby excluding large numbers of the unemployed from unemploy-
ment relief. The social democratic minority government resigned in
1923 and again in 1926 when it failed to relieve the regulations of the
conflict directive in Parliament. The conflict directive remained valid
until 1933 [SOU 1936 (32): 30; Unga 1976: 93-95].

In terms of the theoretical interpretation of our historical analyses, the
Swedish state grew to be a modern, bureaucratic state while implement-
ing unemployment policies. The state enlarged its bureaucratic realm of
domination in the labor market and tightened its regulations against labor
strikes. Consequently, the state power network of, to use Foucault’s
terminology, “surveillance” and “observation” penetrated deep into
the lives of working-class individuals [Foucault 1979: 170-194].

Internal conflicts within the union movement

After 1921, Swedish social democrats withdrew their previous position
that there should be no difference in wages between relief work and the
open labor market. The SAP accepted AK’s policy of settling relief work
wages at lower levels than the level of unskilled workers’ wages in the open
labor market. The social democrats’ new position was in line with the
policy of deflation that the social democratic minority government adopted
in 1921 [Lewin 1970: 50-53; Lindeberg 1968: 18-24; Ohman 1970: 76;
Unga 1976: 55-58]. The social democratic government pursued a twofold
goal. First, it sought to induce a reduction in wages in the open labor
market. Second, it tried to provide relief work for as many unemployed as
possible. The social democratic government placed great importance on
workers’ solidarity but, at the same time, did not have sufficient funds to
earmark for unemployment relief due to its policy of stabilization. Thus, it
seemed reasonable for the SAP to accept the low wage policy of the AK
[Lewin 1970: 52; Lindeberg 1968: 21; Unga 1976: 83, 86-87].

The LO also supported AK’s low-wage policy, but differed from the
SAP in its rationale. In a strict sense, the LLO and the SAP had different
organizational goals: whereas the SAP pursued the solidarity of the entire
working class, the LO’s primary concern lay in protecting union mem-
bers’ interests. What union leaders worried most during and after the
economic depression of 1920 was that the many unemployed who
remained in the labor market might accept increasingly lower wages,
thereby aggravating “the competition of underbidding” (underbudskon-
kurrens). Thus, the LO wanted relief work projects to absorb as many
unemployed as possible [Unga 1976: 85-86, 126).
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The low relief work wage policy of the LO and the SAP plunged the
union movement into internal conflicts throughout the 1920s. Union
federations whose labor markets were constricted due to the expansion of
relief work protested strongly against the LLO and the SAP. Among them
were the Municipal Workers’ Federation, the Road and Water Construc-
tion Workers’ Federation, and the Unskilled and Factory Workers’
Federation. They were opposed to the joint relief work of the state and
the municipalities (statskommunala arbete) in particular, which the SAP
enacted in Parliament in 1922. After 1927, the three union federations
lost their patience. The Municipal Workers’ Federation, in particular,
intensified its protests against the policy of the LO and the SAP at various
conferences [Lindeberg 1968: 311-318; SKF 1934: 14-20, 30-34; Unga
1976: 1277-130]. This was due to the fact that, in 1927, Parliament
turned down the social democrats’ proposal for unemployment insurance
based on the Ghent system. The union movement had regarded this as an
alternative to the AK regime of unemployment [Edebalk 1975: 125-
135]. In 1928, to make matters worse, a joint survey by the LO and the
three union federations revealed that relief work encroached greatly on
the labor market. According to the survey, 21% of the joint relief work
during the period 1923-1926 was work that should have belonged to the
labor market [Unga 1976: 140]. In fact, the LO persuaded union leaders
not to blockade the locations of relief work until the outcomes of the
survey were released [LO 1928a].

Search for concertation: the rationalization of production

Before the economic depression of 1920, the Swedish labor movement
was adamant in its opposition to the rationalization of production. In
contrast, employers had pursued such a rationalization since the 1890s,
when Sweden underwent a rapid growth in industrialization. The ration-
alization of production was aimed at reducing the costs of production and
enhancing productivity. From the labor movement’s perspective, how-
ever, this would not compensate hard labor with corresponding increases
in wages but would give rise to unemployment, thereby aggravating
capitalist exploitation of the working classes [Johansson 1989: 93-95].
After the economic depression of 1920, however, union leaders began
to justify the rationalization of production. The discursive logic went as
follows: the rationalization of production could enhance both the condi-
tions of wages and employment, provided that it would ensure economic
growth. In 1921, the LLO’s meeting of representatives demanded that, at
the initiative of the state, the union movement and employers take joint
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responsibility for rationalizing the systems of production [Johansson,
1989: 54]. The LO Congress of 1926 substantiated this issue in more
concrete terms: labor’s living conditions could be improved only when
the efforts of rationalizing production led to a growth of production.
Edvard Johanson, chairman of the LO, made it clear that the L.O would
not adopt the strategy of intensifying the struggle against employers
simply to raise wages (LO 1926: 65-68; Johansson 1989: 56).

Union leaders did not support the rationalization of production
merely to tackle the antinomy inherent in unemployment and wages.
They also considered this as a way to break the deadlock between labor
and capital. While debating the rationalization of production at a meeting
of LO representatives in 1928, for example, Sigfrid Hansson, editor of
Fackforeningsvorelsen (The Union Movement), urged representatives to
“find the conditions of mutual understanding and to further the cooper-
ation between employers and workers,” emphasizing that there must be
“a common interest” between them [LLO 1928b: 21-27]. In December
1928, the LLO entered official talks with the SAF for the first time since
the general strike of 1909. The conference of industrial peace confirmed
that labor and capital had common interests in the rationalization of
production and industrial peace. The conference also agreed to organize
the Joint Delegation for Industrial Peace [Arbetsfredsdelegationen 1929:
4-5, 20-21; Johansson 1989: 85-86; Westerstdhl 1945: 189-195].

The efforts toward cooperation for industrial peace were aborted
when the economic depression of 1931 once again hit the labor market.
Unexpectedly high rates of unemployment reaching at 16.8% in 1931
and 23.3% in 1932 hindered the rationalization of production from
making headway. Talks between the LLO and the SAF also ceased. Union
leaders attributed unemployment to the rationalization of production,
whereas employers revived the argument of classical economics, namely
that union workers’ wages had been raised so high that economic depres-
sion was bound to occur [Lewin 1970: 46-47; Johansson 1989: 94-909;
Ohman 1970: 56-61, 86]. To make matters worse, the Adahlen accident
in 1931, in which four workers and a girl were shot to death, aggravated
and escalated the labor strikes, most of which were led by communists
[Kennerstrom 1971]. The LO Congress of 1931 decided to withdraw its
representatives from the Joint Delegation for Industrial Peace, thus
ceasing to collaborate with the SAF for the institutionalization of indus-
trial peace [LLO 1931: 215-216, 349-361; Johansson 1989: 103-116].

This decision by the LLO is a counterfactual. It shows that, after the
economic depression of 1920, the LLO opted for the rationalization of
production in order to end the stalemate in which the LLO and the union
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movement were caught due to the AK’s unemployment regime. After
1920, as mentioned above, Swedish society continually suffered from
unprecedentedly high and enduring rates of unemployment. The subse-
quent implementation by the state of unemployment policies entailed the
following feedback effects: on the one hand, it empowered the state
enough to discipline labor not to join labor strikes. On the other hand,
the entire union movement was plunged into internal conflicts. The LLO
had to confront backlashes by the unemployed participating in relief
work as well as by the employed union workers whose labor markets
competed with relief work. In 1928, the LLO sat across the table from the
SAF and was in fact ready to accommodate the rationalization of pro-
duction and industrial peace. However, in 1931, convinced that the
rationalization of production had aggravated unemployment, the LLO
resolutely discarded the concept. Consequently, we may infer that with-
out being caught in the AK unemployment regime after 1920, the LO
would not have opted for the rationalization of production and looked for
a sphere of concertation with the SAF.

After holding political power in 1932, the SAP revamped its
unemployment policies entirely. In 1933, the social democratic state
adopted ground-breaking policies including the fiscal policy of expan-
sion, the abolition of the conflict directive, and the provision of public
work. These policies were made possible by the “red-green coalition”
between the SAP and the Farmers’ Party [SOU 1936 (32): 60-74;
Soderpalm 1975]. The social democratic government failed to abolish
the AK due to opposition by the conservatives, placing emphasis on the
provision of public work rather than work relief. The aim of public work
resided in preventing economic depression in advance [AK 1037: 143;
Clark 1941: 95; Gustafsson 1974:126-127]. Finally, in 1934, the SAP
succeeded in enacting the Ghent system of unemployment insurance
which the SAP and the LLO had regarded as an alternative to the AK
unemployment regime.

As unemployment rates dropped, the social democratic government
again showed an interest in the rationalization of production and indus-
trial peace. The social democratic state made aggressive efforts to bring
turbulent industrial conflicts under control. In 1934, for example, the
social democratic government threatened the Construction Wood Work-
ers’ Federation, the Masons’ Federation, and the Unskilled and Factory
Workers’ Federation: if they did not stop waging strikes, the state would
have recourse to legislative methods, something that the union move-
ment had long striven to avoid. Eventually, these labor strikes ended with
LO’s mediation [Westerstdhl 1945: 282-382]. In 1934, the state
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founded the Nothin Committee to investigate the conditions of indus-
trial peace, in which the LO and SAF participated. In 1935, the Nothin
Committee issued its report, emphasizing that the rationalization of
production was a prerequisite for economic growth and thus people’s
welfare [Johansson 1989: 132-135].

Despite the active role of the social democratic state, the LO and the
SAF agreed in 1938 to build an industrial relation of “centralized self-
regulation” and thus not to allow state intervention [Kjellberg 1998: 79].
Before March 1936, the LO seemed to expect that the state would take
the initiative of promoting industrial peace. In fact, in 19335, the Nothin
Committee released a report stating that state intervention in industrial
conflicts might be unavoidable, although it would be desirable for part-
ners in the labor market to promote industrial peace. At a secretarial
meeting of the LO held in January 1936, Per Albin Hansson and Gustav
Moller, Minister of Health and Social Affairs, expressed a similar view
[LO 1936:§ 4; Johansson 1989: 132-136]. However, the LO changed its
position. On March 9, 1936, the SAF demanded that the LO accept the
state’s exclusion from the negotiations for industrial peace. One week
later, an extraordinary meeting of LLO representatives concluded that the
union movement should initiate an unconditional discussion with the
SAF, and that the state should remain outside of those discussions.
According to the LLO’s Chairman, Albert Forslund, the LLO needed to
cooperate with the SAF because it was not yet able to “exert a decisive
influence on the processes of legislation,” which implied that the LO
could not but concede “inimically disposed decisions” in many cases
[LO 1936: §7; Johansson 1989: 136-137; Westerstdhl 1945: 202-203].
In May 1936, the LO and the SAF founded the Committee of the Labor
Market. The following process of negotiations lasted two years, ending
with the formation of the Saltsjébaden Basic Agreement in 1938.

Conclusion

Studies of political economy have yet to put an end to the debates on
why and how concertative industrial relations and a certain type of
welfare policy regime came to be institutionalized. Existing studies are
divided between labor-centric approaches and capital-centric
approaches. However, neither labor-centric nor capital centric-
approaches focus on the influence that state intervention in the labor
market brings to bear on the labor movement and thus industrial
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relations. In contrast, based on Schattschneider’s thesis, we analyzed the
way in which the unemployment policies of the state affected the forma-
tion and development of the modern state, on the one hand, and the
politics of tripartite relations, on the other, both of which were crucial for
the democratic transition to the welfare state.

The year 1920 was a historical turning point in the development of
industrial relations in Sweden. Starting in 1921, strike activities began to
display a downward trend. In addition, the strength of the positive
relationship between unemployment and labor strikes decreased sub-
stantially. These changes took place in the processes by which unemploy-
ment policies produced feedback effects, eventually transforming the
socio-political contexts in which the union movement was embedded.
On the one hand, the state power network penetrated deep into the lives
of working-class individuals and gained firm control over industrial
conflicts. On the other hand, unemployment policies plunged the entire
union movement into internal conflicts. Confronted with these unpre-
cedented situations, the LO looked for a sphere of cooperation with the
SAF as a way of coping with the AK unemployment regime. It was in the
1920s—that is, a period much earlier than the 1930s—that the LLO chose
to enact such a turnaround.

Our interpretations are corroborated by the fact that, after the eco-
nomic depression of 1920, the LO began to evaluate the rationalization of
production positively, paving the way for the LO and the SAF to agree on
industrial peace. Our interpretations are also attested by a counterfactual
situation: the LLO resolutely discarded the rationalization of production
together with the issue of industrial peace in 1931 when it believed the
rationalization of production had aggravated unemployment. Resump-
tion of talks with the SAF had to wait until 1934 when the social
democratic government successfully controlled unemployment through
its fiscal policies. Furthermore, once the AK unemployment regime no
longer worked effectively, the LLO reacted aggressively to unemploy-
ment: if lockout-provoked labor strikes are excluded, the estimated
coefficients of unemployment rates turn out to be large relative to those
in the previous 1920s—(2-3) and (4-3) at T'able 4-2. From the vantage
point of the mid-1930s, the Swedish social democratic government was
to approach the issue of unemployment anew.

In Sweden, the state had already incorporated non-union workers in
the realm of its political power in the 1920s while implementing
unemployment policies. This occurred long before the SAP took hold
of political power in 1932. The entire labor movement was not
empowered during the interwar period. Under the AK unemployment
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regime, the union movement suffered from internal conflicts, while the
state reinforced its capacities to control strike activities. Even after 1932,
the LLO had not yet shed its suspicion that state intervention in industrial
relations might do the union movement harm. Thus, it made sense for
the LO to strike a compromise with the SAF on “centralized self-
regulation” in 1938, although this ended with an agreement that was
more advantageous to the latter. In Sweden, this compromise was
historical in the sense that the path of “centralized self-regulation” was
not to be ruptured until the beginning of the 1970s [Johansson and

Magnusson 1998: 18].
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APPENDIX I
DATA SOURCES

Labor strikes
LO, Berdttelse over Landsorganisationens verksamhet (Stockholm: Arbetarnes
Tryckeri), each year.

Union federations: lists and numbers of union members
D’Agostino H, 1987. Arbetarforbundens Medlemsutveckling i Sverige 19o0—
1985. Report for the Institutet for Social Forskning of Stockholm University,
Meddelande 9.

Rates of unemployment

1916-1920: L.O, Berditelse dver Landsorganisationens Verksamhet
(Stockholm: Arbetarnes Tryckeri), XXXVa-b, each year. Annual unemploy-
ment rates calculated on the basis of monthly data.

1921-1930: SOS, 1931. Arbetslisheten inom Fackforbunden (Stockholm:
Norstedt & Sonner): 2.

1931-1938: K. Socialstyrelsen, Sociala Meddelanden (Stockholm: Norstedt
& Sonner), Nr. 3, each year.

Mobilization costs and assets
LO, 1932. Sifferuppgifter och Grafiska Framstillningar 6ver Landsorgani-
sationens och de Svenska Fackfsrbundens Ekonomiska Verksamhet Aren 1913-
1930 (Stockholm: Tiden).
LO, 1942. Sifferuppgifter och Grafiska Framstillningar 6ver Landsorgani-
sationens och de Svenska Fackfsrbundens Ekonomiska Verksamhet Aren 1931-
1940 (Stockholm: Tiden).

Index of annual real wages
SOS, 1948. Linestatistisk drsbok for Sverige (Stockholm: Allminna Forlaget).
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APPENDIX 2 NAMES OF UNION FEDERATION AND TYPES OF INDUSTRY

ID no.

Name of Union Federation

Type of Industry

© oo N o o b~ W0 N -

N = a4 a a a a a a oA o
o © © N o g » W N =~ O

21

The Swedish Bookbinding Workers’ Federation
The Swedish Brewing Workers’ Federation

The United Workers’ Federation

The Swedish Commerce Workers’ Federation

The Swedish Communal Workers’ Federation

The Swedish Lithographic Workers’ Federation
The Scandinavian Saddle Makers’ Federation

The Swedish Foods Workers’ Federation

The Swedish Clothing Workers’ Federation

The Swedish Foundry Workers’ Federation

The Unskilled and Factory Workers’ Federation
The Swedish Steel Workers’ Federation

The Swedish Masons’ Federation

The Swedish Painters’ Federation

The Swedish Shoe and Leather Industry Workers’ Federation
The Swedish Transport Workers’ Federation

The Swedish Sheet and Metal Workers’ Federation
The Swedish Mine Industry Workers’ Federation
The Swedish Stone Industry Workers’ Federation

The Swedish Sawmill Industry Workers’ Federation

The Swedish Road and Water Construction Workers’ Federation

Sheltered
Sheltered
Exposed
Sheltered
Sheltered
Sheltered
Sheltered
Sheltered
Sheltered
Exposed
Exposed
Exposed
Sheltered
Sheltered
Sheltered
Sheltered
Exposed
Exposed
Exposed
Exposed
Sheltered

Note: The trades belonging to commerce, construction, communication, and transportation were typical
cases of the domestic industries, whereas industries such as engineering, transport equipment, pulp,
paper, iron and steel, and wood products were Swedish export industries. It is, however, difficult to
classify the textile, leather, and stonecutting industries. We classified them based on the extent to which
exports contributed to the respective industry [See, Fridlizius 1963: 54-63; SOU 1931: 20, 212-222; SOS
1972: 260-293].
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APPENDIX 3 UNION WORKERS' RILS BY UNION FEDERATION
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Note: For the names of union federations, see Appendix 2.
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APPENDIX 3. Continued.

RILS including lockouts by Union Workers

RILS by Union Workers
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Résumeé

Inspiré par la perspective théorique selon
laquelle « les nouvelles politiques publiques
créent une nouvelle vie politique », cet article
explore comment les politiques de ’emploi
ont affecté la vie politique et les relations tri-
partites en Suéde pendant I’entre-deux-
guerres. Aprés la crise économique de 1920,
les activités de gréve ont commencé a dimin-
uer. Notre analyse de données longitudinales
révele qu’apres 1920, la force de la relation
entre le chémage et les activités de gréve a
considérablement diminué. Les interprét-
ations historiques complétent ’analyse statis-
tique. Dans les années 1920, la mise en ceuvre
des politiques de lutte contre le chémage a
entrainé les effets de rétroaction suivants : pre-
miérement, IEtat a renforcé ses capacités,
acquérant un contrdle de plus en plus ferme
sur les activités de gréve. Deuxiémement, le
mouvement syndical a été plongé dans des
conflits internes. Contrairement aux argu-
ments de la théorie des ressources de pouvoir
et de la théorie de la coalition interclasse, ni
P’autonomisation du Parti ouvrier social-
démocrate (SAP) ni les lock-out patronaux
n’ont incité la Confédération des unions de
travailleurs (LLO) a se tourner vers la concerta-
tion. Ce revirement s’est plutot produit dans
les années 1920 alors que la LLO faisait face aux
effets de rétroaction engendrés de maniére
endogeéne dans les processus de mise en ceuvre
des politiques de chomage.

Mots-clés : Relations industrielles ; Politique
de ’emploi ; Effets de rétroaction ; Méthodes
longitudinales ; Interprétations historiques.
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Zusammenfassung

Ausgehend von der theoretischen Perspektive,
dass ,neue Politiken eine neue Politik schaf-
fen“, wird in diesem Beitrag untersucht, wie
sich die Arbeitslosenpolitik auf die Politik der
dreiseitigen Beziehungen im Schweden der
Zwischenkriegszeit auswirkte. Nach der
Wirtschaftsdepression von 1920 gingen die
Streikaktivititen zurtick. Unsere Lingssch-
nittanalyse zeigt, dass die nachhaltige Bezie-
hung  zwischen  Arbeitslosigkeit  und
Streikaktivititen nach 1920  erheblich
abnahm. Historische Interpretationen ergén-
zen die statistische Analyse. Die Umsetzung
der Arbeitslosenpolitik der 1920er Jahre
fiihrte zu folgenden Riickkopplungseffekten:
Erstens verstirkte der Staat seine Kapazititen,
mit einer zunehmenden Kontrolle der Streik-
bewegungen. Zweitens war die
Gewerkschaftsbewegung in interne Konflikte
verwickelt. Im Gegensatz zu den Argumenten
der Machtressourcentheorie und der Theorie
der klassentibergreifenden Koalition haben
weder das Erstarken der Sozialdemokra-
tischen Arbeiterpartei (SAP) noch die Aus-
sperrungen der Arbeitgeber den
Gewerkschaftsbund (LO) zu einer konzertier-
ten Aktion veranlasst. Vielmehr vollzog sich
dieser Umschwung in den 1920er Jahren, als
der L.O sich mit den Riickkoppelungseffekten
auseinandersetzen musste, die sich endogen
aus den Prozessen der Umsetzung der Arbeit-
slosenpolitik ergaben.

Schliisselwirter:  Industrielle Beziehungen;
Arbeitslosenpolitik;  Riickkopplungseffekte;
Lingsschnittuntersuchungen; historische
Interpretationen.
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