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1. Introduction
Competition is global, and a small exporting country like Sweden seeks to support competitive
companies. For any modern company, being competitive increasingly depends on organizing worker
competencies and skills in a flexible manner. Unregulated flexibility, however, could lead to a
throwaway culture in the labor market, with uncertain employments and arbitrary employers. To
prevent such a culture, most modern countries have institutionalized employment protection
legislation. Sweden is no exception, and the law of employment protection (in Swedish, "lagen om
anställningsskydd" or LAS) has been in place since 1974.
Laws make up a significant part of societal institutions. As is well known, institutions have
consequences (North 1991, Meyer & Rowan 1977, Powell & DiMaggio 1991)—and sometimes they
are unintended or unanticipated (Merton 1936, Boudon 1982). As an institution, the Swedish
legislation of LAS is theoretically interesting, since a significant share of the legislation is semicoercive. Semi-coercive means that firms and unions under collective agreements can, on the local
level, negotiate departures from the law. In one sense, the law is more flexible than the legal text
suggests. The semi-coerciveness, however, is conditional. The local agreement (the departure from
the law) must never disadvantage a worker. In another sense then, the law puts a heavy burden on
the local partners, who need to figure out how to both keep the company competitive and negotiate
a deal where no worker is worse off than if the law were strictly followed.
The purpose of the present study is to explore how, in the view of management, this semi-coercive
institution works when managers negotiate employee layoffs. Case interviews with managers of
smaller (20-100 employees) manufacturing companies are analyzed.

2. The Swedish semi-coercive employment protection legislation
The Swedish legislation states two “objective” or valid reasons for which an employer can terminate
an employment contract. One reason is work shortage. Work shortage can take two forms: Either
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there is no longer enough work for all employees because orders are low, or organizational
restructuring makes previous competencies or tasks superfluous. When laying people off due to work
shortage, employees with the longest seniority have the primary right to employment (see Glavå
2018: 29). The principle is called Last-In-First-Out (LIFO). LIFO means that if a senior employee is
sufficiently qualified, or could be retrained, to take over a job from a junior employee, the senior will
be redeployed into the junior’s position, and the junior is let go. The redeployment obligation (LAS 7
§ 2) states that the employer must invest in reasonable retraining to fit the senior employee to a new
task if this can be done within a reasonable time frame. According to the Labor Court’s
(Arbetsdomstolen, AD) decisions, a “reasonable time frame” is between 3 to 6 months. The size of
the company determines is whether redeployment is required (see Lunning and Toijer 2016: 489).
The other valid reason to terminate a contract is employees' fit and/or misconduct, called "personal
reasons." The law text itself is rather vague on what counts as valid personal reasons. Over time, the
Labor Court’s case law has established what counts as sufficient reasons to be called valid,
objectively founded (non-arbitrary) personal reasons. Among these are negligence, crime, long-term
disease, or poor work performance (Lunning and Toijer 2016:324–470).
About half of the rules stipulated in LAS are semi-coercive, meaning that companies with collective
agreements can negotiate alternative solutions with a union. A condition for the local agreements to
be legal, however, is that the solutions must be similar to or better for the individual employee, not
worse. The development of such peculiarities in LAS came about because the state recognized the
value of labor market parties solving labor market issues directly with each other rather than through
state intervention. The legislation's institutionalized particularities and its semi-coercive character
are what motivate the present study.
2.1 Striking a balance
Ownership or property rights underlie the principle of employers’ right to lead and organize work,
including the right to hire and fire employees. The principle is based on the idea that if you own the
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means of production (property), you have the right to manage it. In Sweden, the principle is stated in
the famous 1906 agreement between employers (SAF) and unions (LO). The principle was accepted
by LO in exchange for SAF accepting the rights of workers to unionize and claim collective
agreements (Nycander 2010). Striking a balance between property rights and workers' rights lies at
the heart of the Swedish labor market model. The Swedish labor market model (or Scandinavian
model) has undergone several significant changes since then, but the foundation remains the same
(Karlson and Malm Lindberg 2008; Nycander 2008). That foundation is composed of highly organized
employers and employees, collective agreements covering more or less the entire labor market (90
percent), and a track record of ability to solve labor market disputes without relying on political
involvement (although often under the threat of state intervention; see Kjellberg 2019; Karlson and
Malm Lindberg 2008; Nycander 2008).
The employment protection law (LAS) is one of several exceptions to the rule that collective
agreements should regulate behavior in the labor market. LAS was part of a bundle of laws that came
into existence in the mid-1970s and it cuts into the norm of management’s right to lead and organize
work. The infringement is motivated by morality, the moral concept that it is wrong to dismiss an
employee on arbitrary grounds or because an employee is not young and eager. Because of this
morality, it is easy to accept the principle of worker protection against arbitrary redundancies. It
seems like a small burden on companies to be made to act morally right. Yet LAS is one of the most
disliked aspects of running a company in Sweden. 2 In the cross country rankings of employment
protection legislation across the OECD countries, LAS ranks among the stricter (OECD 2013; see also
Uddén Sonnegård 2019). The OECD portrays strict employment protection legislation as a hindrance
to productivity because it decreases flexibility in the labor market (see overviews by Skedinger 2008,
Uddén Sonnegård 2018). One reason, then, for companies to dislike employment protection

Ny statistik: Arbetsrätten är företagens värsta regelbörda. Link:
https://www.arbetsmarknadsnytt.se/allmanna_nyheter/ny-statistik-arbetsratten-ar-foretagens-varstaregelborda_727737.html
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legislation is that it hinders strategic company development. However, although LAS is strict in its
statement of principles, its semi-coerciveness has led Swedish labor law scholars to describe it as
flexible (see Calleman 2011, Numhauser-Henning and Rönnmar 2010-11; Rönnmar 2004).
Herein lies our contribution: Rather than studying correlations between labor law strictness and
productivity across nations, as economists do, or studying the texts of the law and comparing them
to how courts rule based on the law, as lawyers do, we study sociological aspects of the law by asking
how managers use, implement, and depart from the law in their daily practice. In doing so, we
deliberately neglect issues of productivity and focus instead on the perceived legitimacy of LAS
among those who have to cope with the legislation on a local level. Our insight, as researchers, is
advanced by gleaning insights into how institutions get translated into practice (Czarniawska and
Joerges 1996; Czarniawska 2012) and understanding how local actors “work” the institutions
(Battilana et al 2009). In studying what is going on locally, we get a better grasp of how the balance
between the two principles of property rights and worker security are put into action. Hence, our
study contributes new knowledge on how managers dealing with redundancies and employees'
fit/misconduct perceive the legitimacy of LAS in their practice as managers. We do so by analyzing
interviews with managers of production companies with between 20-100 employees that have
experienced lay-offs in recent year(s).
2.2 Laws as institutions, consequences of institutions, and institutional work
Employment protection legislation is one small part of an organization’s institutional environment
(North 1990; Powell and DiMaggio 1991). An organization’s environment is far from being just an
external factor, however (Battilana 2006; Battilana et al 2009). Bargaining, negotiating, and
decoupling are part of the strategies that actors use to shape, translate, and develop institutions to
better fit their goals. Since Merton’s (1936) classic article on the distinction between anticipated and
unanticipated consequences of social action, the notion that a social policy reform can have
unanticipated as well as anticipated consequences is well established in organizational research and
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in social science generally. Merton’s (1936) classic article has generated a plethora of research on
unintended consequences of reforms in private companies; examples include performance
management systems (Franco-Santos & Otley 2018) and corporate social responsibility practices
(Wilburn & Wilburn 2016). Political reforms can also have unintended consequences; examples
include social marketing interventions (Peattie, Peattie and Newcombe 2016) and social
development programs (Jabeen 2018). A common and unsurprising finding is that reforms always
have both unintended and unanticipated consequences. These findings have generated another
literature aimed at providing various techniques and methods to improve reformers’ knowledge and
wisdom (e.g. Jabeen 2018; Lidskog and Sjödin 2018; Wilburn and Wilburn 2016).
Few Merton-inspired studies seem to focus on legislation (or on long-term effects of reforms).
Studies on the relation between laws and organizations are instead found in institutional studies,
where laws are a part of the external environment of organizations, setting up rules and principles
that companies need to follow and adhere to (Stryker 2003). Unlike policy reforms, laws are often
vague in demanding what an organization is to do, which gives leeway in how the law gets
implemented. Sometimes, vague legislation is translated into ambitious organizational programs
(Baron et al 1986; Edelman 1990; Sutton et al 1994; Dobbin and Dowd 2000; Kelly and Dobbin 1999).
From such studies, it is well established that laws shape organizational practice, but organizational
practice can also become decoupled from the law as legal notions become infused with management
ideas (Edelman 2016). For instance, Edelman uses the concept of “managerialisation” to describe
how anti-discrimination laws become translated into diversity management. As diversity consultants
are hired to interpret and filter the law (Edelman et al. 2001; see also Leiva 2019), talk of nondiscrimination is replaced by talk of diversity efforts strengthening the productivity of the company
(Edelman 2016).
What makes LAS different from most of the laws studied by institutional scholars is that due to its
semi-coerciveness, the termination of employment contracts as regulated by the law is a rare
occurrence in most organizations. Furthermore, LAS is curious because it is both vague and exact; for
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instance, vague in defining what counts as "personal reasons" for termination, but exact when
stating principles like LIFO. Also, unlike discrimination laws, a Swedish manager may not feel the
need to be familiar with the specifics of employment protection law until a need for termination is on
the table. Another peculiarity of LAS is the important role played by unions. As was mentioned
previously, on the local level firms and unions under collective agreements can negotiate departures
from the law. Because the local partners need to figure out a solution that both keeps the company
competitive and makes sure no worker is worse off than if the law is strictly followed, the bargaining
and translating on the firm level is theoretically juicy. How do managers perceive the legitimacy of
the law’s balance between principles of property and worker security? And what kind of solutions are
found in practice?
3. Methods
The empirical investigation builds on semi-structured interviews with managers of manufacturing
companies that have between 20-100 employees and have experienced lay-offs in recent year(s). The
design of the study was theoretically informed. First, the study was designed so that the companies
had certain elements in common; all included companies are manufacturers. (Sweden depends on
exports, and manufacturing companies are at the forefront of global competition, making
competitiveness salient.) Second, we wanted to interview managers from similarly sized companies.
Company size is relevant, as companies of different sizes operate under different conditions and face
slightly different regulations in LAS. For instance, we assume large companies have greater leeway in
situations that demand financial compensation as a way out of LAS regulations such as LIFO. Also,
companies under 10 employees have the right to deviate from LIFO by excluding two employees
from the queue. To focus on those companies that have neither of these options, we decided to
include companies with between 20 to 100 employees. Another reason for targeting this mid-sized
segment was that the companies are large enough for management to have experience in
terminating employment, while small enough for managers to better know the workers and the
company's operations. Since we are interested in the balance between doing what is best for the
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company and employee protection, stories from managers with proximity to both spheres seemed to
be of interest. Finally, managers were only included if they had experience in terminating
employment, preferably during the last two years, as we are interested in learning more about real
local events and their interpretation, rather than abstract thinking and speculation. All interviewees
are named "managers" and the term is here used as a functional title, not a formal title. Formal titles
of interviewed persons were CEO, HR manager, sales and personnel manager, production manager,
among others. For the purpose of this study, a manager refers to a person whose task it is to have
direct responsibility over layoffs, processes where employees have been discharged for redundancy
or personal reasons.
Finding companies and managers that fit the selection framework in terms of size, industry and
current experience of ending employment proved difficult (more details on methods are available in
appendix 1). In the end, after having worked for several months on finding managers who fit the
profile, twelve interviews were conducted.
All managers worked in companies covered by collective agreements. Attempts to include companies
without collective agreements failed, since as many as 87 percent of the companies with 20-49
employees are covered by collective agreements (Kjellberg 2017) and in small companies ranging
between 1 to 49 employees, the degree of coverage is highest in manufacturing (Kjellberg 2017).
3.1 Approaching the field
Prior to each interview, company managers were informed of the conditions for participation. The
interviews were conducted in accordance with current research ethics guidelines on consent and
individual protection (Swedish Research Council 2002; 2011). Since the interviews relate to a
relatively sensitive subject, all interviewees received fictitious names and company numbers.
The interviewees decided on the place to meet. Most of the interviews took place at the respective
companies. On these occasions, it was always suggested that the meeting be initiated with a joint
lunch and that time be allocated for a tour of the company beforehand. One interview took place at
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the research institute Ratio as the company manager happened to be in Stockholm. In two other
cases, personal meetings were not possible, which resulted in one interview in the form of a video
conference, and one person was interviewed by telephone. Two researchers were present at the visit
interviews, as well as at the video conference. One researcher conducted the telephone interview.
One person held the interview and the other took notes and made sure the recording worked. The
second interviewer also participated by asking for details or adding questions.
The visit interviews lasted between 45 and 90 minutes. The video conference and the telephone
interview were somewhat shorter and less detailed. The interviews followed a semi-structured
questionnaire to ensure a certain level of continuity through the interviews while at the same time
leaving room for conversations about unexpected, unusual or for us new questions (see appendix 2).
The interviews focused on the experience and practice with concrete, recent redundancies. We
asked the manager to retell the process, starting from how, why, and when the process was initiated,
what happened and when it happened, but also how he or she felt that the process worked in
practice and how he or she experienced negotiations and informal aspects of the process. Asking for
a concrete account of a case seemed a better way to learn about how the law is translated into
practice, since concreteness can be assumed to curb the tendency towards social desirability or mere
attitudinizing on labor law in general. A focus on real cases gives researchers access to concrete
details about the time and energy that potential termination of employment contracts takes.
3.2 Coding, analysis of the interview material, and limitations
All interviews were transcribed, coded and a database of text extracts (or quotes) produced. Both
authors, as well as a research assistant, participated in the work of coding the material by means of
the cloud-based software Dedoose. Each interview was coded by at least two people.
Due to its flexibility, a thematic analysis was used, which is a common analytic method in qualitative
studies (Boyatzis 1998; Braun & Clarke 2006; 2013). The analysis consisted of several rounds of
coding: The first round entailed inductive coding, where different themes were identified in the
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respondents' narratives. In the second round, a deductive and analytical coding of different themes
was conducted (see Alvesson & Sköldberg 2009) that related to theoretical categories identified by
us as being of relevance, such as matters of productivity, employee security, personal reasons, LIFO
etc. Quotes often received more than one code word: for example, a text extract could be coded as
personal reasons, abuse, and trade union relations to describe the same part of an interviewee's
story.
The work on coding the interviews was aimed at arriving at common aspects of the stories without
neglecting the uniqueness of each interviewee's story. With the material being extremely rich, the
trade-off between transparency and readability resulted in the decision to only use a few quotes to
highlight and substantiate the results.
The interviewed managers did not always have the experience of dismissing employees due to both a
shortage of work and personal reasons, which means that quotes are unevenly distributed among
respondents depending on their experiences. Furthermore, reflections on generalizability are in
place: Since interviewed managers all have concrete and rather recent experiences, and they have
chosen to participate in the study, there is reason to think that our interviewees are more involved in
the issue than the average manager. This should be considered when reading. It may perhaps not be
the "typical" stories that appear in the interviews, a fact that could possibly give biased results. On
the other hand, the managers' narratives of their own experiences give a lot of insights into local
practices. In a qualitative study of this kind, the richness of stories is a strength; but it is, of course,
not possible to generalize the interviewees' stories about their experiences. 3
4. Results
In the following, the results of the study are presented under two main captions: As mentioned
before, from a legal perspective, layoffs can be undertaken either in situations of work shortage or in

Lastly, interviews were conducted in Swedish so one additional caveat is that all quotes reported in
the article have been translated into English.
3
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situations of personal fit and/or misconduct, so called "personal reasons" in the law. Within each of
the two categories, different patterns emerged in the analysis of the data, highlighting the managers'
approach, reasoning, and moral troubles.

4.1 Balancing and the law I: Work shortages in tough times
4.1.1 Managerial priority: Creating a competitive and productive “dream team”
The material provides several examples of redundancies due to over-staffing. A typical process seems
to follow roughly the same pattern: The company has been over-staffed for a period, hoping and
waiting for orders that did not come. In the end, the company is losing too much money and has to
down-size. At this point, managers have two down-sizing possibilities: To follow LIFO or to negotiate
a departure from LIFO with the union. In only one of the 12 cases did a manager choose to follow the
seniority order and judge it as unproblematic for the company. In all the other interviews following
LIFO was described as problematic. The managers felt a great responsibility in moving forward in a
manner that they felt secured the long-term survival of the company. This was their first priority
when starting the layoff process. Stefan gives a detailed description of this process which, according
to him, took about two months:
I want to emphasize that we are trying to do as well as possible, so it starts by
making a risk analysis. What we really emphasized was where we were and where
we were going and how we thought it might be when we put such a plan into
action. I also made an inventory of my staff: What competencies did they have? …
I did it by interviewing the managers I have, and also some previous managers
whom I am in contact with. Just to get an overall picture, who does what and how
do you look at things. Then we [the managers] sat down with a white paper and
said, how would we want this organization to look?
I brought in all the managers and said, ‘here you have [notes with names of] all
employees, here are positions that will exist’. Then they started using the notes
and tried to match them with positions. Eventually there was a consensus and of
course I had made some pitfalls: There was not room for all the notes! I had
removed quite a few positions, so there were a lot of names that did not fit, to get
a discussion started. Often what happened was that, of ten notes, five were very
clear, they were put up on positions quite quickly. (...)
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And from that [experience] I created my own picture of the future organization. Of
course, I had a picture when I sat down. I knew that there were 3 to 4 employees I
wanted to make redundant for two reasons. Partly, in fact, due to how much work
we have to do, and then also to create a new mood in the production team. It is
just as much about building a good structure among the staff afterwards, as
having the right number of people.
And when I had done that, we had a joint sitting [all the managers together] with
our CEO and went through and ventilated and came to a consensus where we
found that, okay, it's four names that we thought had been best to remove.
Stefan, company 1
Stefan describes an iterative process with different sources of information, evaluations, and
reasoning back and forth between different organizational needs, in order to get to the final
decision: which four people would be made redundant. What is evident from the excerpt is the focus
on finding a solution that is best for the company, in terms of both production and overall working
environment. As Stefan says: “Partly from, in fact, how much work we have to do, and partly then to
create a new mood in the production team. It is just as much about building a good structure among
the staff afterwards as having the right number of people.”
The approach Stefan describes recurs in interviews where managers have chosen to negotiate a
deviation from the seniority order. Sofia puts forward another complication with the LIFO principle of
LAS. She manages a company with a significant gap in the age distribution of the workforce due to
layoffs in the 1980’s. In her case, following LIFO would create severe problems down the line when a
larger number of employees would retire at about the same time. In the long-term interest of
keeping a competitive company, the seniority principle of LAS conflicts with Sofia’s notion of the best
interest of the firm.
With one exception, the managers who had experiences from redundancies felt that it was not
possible, nor reasonable, to comply with the seniority order, since they would then have to make
redundant employees whose skills they felt were needed in the company in the short and/or long
term. The discrepancy between the principle of seniority and the "dream team" (broadly defined by
interviewee Anders) is seen as problematic by the interviewed managers. The first priority when
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down-sizing is for them to find the best solution for the survival of the company, and they are willing
to pay dearly for doing this.
The seniority order principle (LIFO) is well known by Swedes; thus follow-up questions about whether
a decision to deviate from the principle was controversial among the employees was asked. Anders,
who negotiated with the union about making five exceptions, replied that this was not the case: "No
absolutely not, absolutely not. The staff usually know who is not contributing to the company so this
was not strange, but rather the opposite." Stefan, too, believes that his deviations from the seniority
order were uncontroversial among employees. According to the two managers, then, it is locally
legitimate for a company to retain productive employees and it is well-known among employees
which are best suited for the tasks at hand. In fairness, it is important to point out that this is the
perspective of managers and it does not necessarily correspond to the employees' views.
When asked about the possibility of retraining staff, managers typically expressed that they did not
find it reasonable for companies their size to comply with the redeployment regulation of the
legislation, since the cost, the risk, and the waste of letting a competent person go while training
another was deemed too great a loss.

4.1.2 Negotiating to depart from "Last In – First Out" (LIFO)
All employees have a legal notice period that varies between one and six months, depending on their
seniority. As the managers’ companies have signed collective agreements, they can and do negotiate
deviations from LIFO with unions. The most common consequence of negotiating a departure from
LIFO is by paying severance; usually a few monthly salaries on top of the notice period. Often,
employees do not have to work during that period, if business allows. Exemption from work is
generally considered reasonable given the effect of the dismissal on the motivation and well-being of
the redundant and remaining employees. Departing from LIFO is thus costly and managers are not
likely to take these decisions lightly.
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From the managers' narratives, unions appear willing to accept exemptions from the seniority order,
often in exchange for good compensation for the dismissed individual. Reaching local agreements
showed variation in tone and demands for compensation. Included in the interviews are examples
from both, one a situation where a local agreement was struck without extra compensation, and
another where unions threatened to take the matter to court by arguing that redeployment would
be possible. Stefan explains the latter case: "They [the union] used it as a clear means of pressure:
generous terms or we take this further." The severance pay system is not surprising given the
formulation in LAS that no one is to be made worse off than if following LAS. One could say that the
union negotiators are simply following the law.
Another finding from the interviews is, then, that the union counterparts make a difference. It is
difficult to know why differences occur; it could just be individual differences in attitudes to and
understanding of business needs. Perhaps it also depends on how much a union appreciates the
value of the company as an employer in the local labor market.

4.1.3 Seniority or competence – perceived illegitimacy of the existing balance
The managerial dilemma that is often told in these interviews is that managers perceive a choice
between two undesirable scenarios: to get rid of a company’s competitive skills or to pay out
significant sums of money. The stories told of how redundancy works in practice can be related back
to the scheme of a balancing act; many of the interviewed managers consider the so-called balance
between their right to run the company and the legal protection of “seniors” to be illegitimate. They
find that the scale is tilted too much toward the interest of “seniors” at the expense of company
interests. One reason is that union negotiators can and sometimes do use the law’s rules on seniority
order and redeployment as a fallback mechanism in negotiations.
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4.2 Balancing and the law II: Redundant for personal reasons
4.2.1 Personal reason 1: Mismanagement of work tasks
According to the law, dismissal by the employer needs to be objectively founded (see Lunning and
Toijer 2016:324–470); i.e., a sufficient, non-arbitrary reason has to be given to legitimately dismiss an
employee. Despite extensive case law, the narratives of the interviewed managers show that what is
considered "objectively founded" in relation to personal reasons is very unclear.
The interviews contained six different cases of personal reasons: mismanagement due to drug abuse
and unauthorized absence, violence, theft, but also more complicated reasons such as
underperformance and employees causing work environment problems. Eleven of the 12 managers
told of experiences with employees whom they and others in the company had assessed as not
functioning well in the workplace, and where it had been concluded that the employment should be
terminated. Of those eleven, only four managers had succeeded in terminating employments "by the
book," meaning in accordance with the legislation’s rules about objectively founded personal
reasons.
Three of these four cases were related to misconduct due to alcohol or drug abuse. Abuse due to
addiction is not considered a justifiable basis for dismissal, since the employer has a responsibility to
facilitate and assist in rehabilitation. Sometimes, however, rehabilitation does not work, and then
behaviors resulting from abuse, such as unlawful absence and mismanagement of tasks, can be just
cause for dismissal. Two managers, Sofia and Linda, shared their experiences of negotiating with
unions about employees who mismanaged work due to drug abuse. In both cases the employee had
failed to participate in rehabilitation, had been late to and absent from work, etc., for multiple years,
and managers and unions had been in repeated contact. Here, both local parties, employers and
unions, shared the opinion that the employee should be let go. One excerpt lets Linda tell her story
of an employee with drug problems who would show up intoxicated at work and sometimes
disappear for long periods of time.
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It actually took a couple of years. . . . We had done everything we could to try to
help him. He was at a treatment center, I had been looking for him in the car,
driving him to the ambulance intake, and taking care of him. Many such events.
But in the end, we had enough. He has been in contact afterwards, he is clean
today and would probably want to come back, but there is a loss of confidence as
well. . . . It was really hard work. I had quite a lot of help from the [employer
organization], to fill out the correct form and do the right thing.
Linda, company 9
Linda describes the negotiations with the union as characterized by mutual understanding and
resulting in solutions that the parties generally agreed upon. In these cases, the addiction had been
going on for several years, was well-known in the workplace as well as in the union, and repeated
efforts to help the employee had been made without success. Also, the job mismanagement was
obvious since the employee often did not show up for work. Thus, a consensus prevailed that the
companies had factual grounds to dismiss the employee due to personal reasons.

4.2.2 Personal reason 2: Diffuse problems affecting the work environment of others
Not all cases of mismanagement are as clear-cut. Anders told about an employee who misbehaved at
work and who was suspected to have alcohol problems. Yet the employee did not admit to a
problematic use of alcohol. In such cases, rehabilitation is off the table, making it hard to improve the
situation. Anders, in negotiating whether personal reasons were grounds for dismissal, found that
the union did not consider the mismanagement severe enough for a dismissal for personal reasons.
In the end, he dismissed the employee, but the union required him to pay one-year’s severance pay.
In addition to mismanagement, there are other possible reasons for dismissal that may not rise to
the level of “objectively founded.” Lars described a situation where a newly recruited employee
started to disrupt a well-functioning workplace by creating sub-groups and starting conflicts among
the employees. As Lars put it, “she was used to a different trade union culture.” Lars felt the need to
“get rid of her” in order to re-establish a calm work environment. Assuming that this would not
qualify as a case for personal reasons with the union, he decided to create a work shortage in the
company by disposing of an older machine. His plan was to use the legal principle of redundancies
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due to re-organization. However, his plan was slightly disrupted by the LIFO principle, which, in the
end, forced him to strike a deal that included six months of severance pay for the employee:
The union argued that there was a [co-worker] who had been here for a shorter
time driving the [type of] machine [and thus should have been laid off], but he was
a super guy. So, I ended up having to grant her six months of salaries. Lars,
company 8
Note how Lars "creates a work shortage" by disposing of machinery. Clearly, Lars perceived the
employee's negative impact on the working environment of his company as serious enough to
introduce restructuring—and in the end to pay six months of severance pay.
Linda told a similar story about an unfortunate recruitment of a sales manager. At the time of
recruitment, she was both CEO and sales manager, but in a strategic effort to increase sales a special
sales manager was hired. The new sales manager turned out to be more "talk than work" and she felt
that his leadership style reduced the well-being of the other employees. She described the situation
as a huge recruitment error and after one year, she used his failed results as an excuse to dismiss him
due to work shortage.
… I took the assignment back as sales manager. But [due to legal reasons] I could
not recruit a new sales manager for a year—it was a heavy year.
Linda, company 9
Linda also “creates” work shortage, but the detour via work shortage is costly to her. Because of her
claim of work shortage, and legal rules on re-employment of laid-off personnel in case of emerging
vacancies, Linda could not hire a new sales manager for one year. When asked why Linda chose this
seemingly rather difficult solution, claiming a lack of work rather than personal reasons, she explains:
"Easier. So, it was easier. ... He did not deliver on any level. It was tactics from my side one might
say." One reason for Linda to describe a created work shortage as "easier" than pursuing dismissal
for personal reasons is the fact that the legislation gives managers a clear mandate to decide when a
work shortage prevails—while they do not have this mandate regarding personal reasons. Thus,
Linda prefers a quicker, self-determined solution to a cheaper, but more restrictive one.
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Also, Åke shares a story of a production manager whom subordinate employees did not get along
with:
I thought he was a pretty good guy, he had good ideas and a lot of things were
good. But he did not work well with the staff. It just didn't work. Whatever we
thought of him, it didn't work. And that was a problem as it was personal reasons,
but in the end we came to a deal. A number of monthly salaries and then he
disappeared. Åke, company 12
Given that Swedish companies can use a “trial period” of a few months for new recruits, interviewees
were asked why they did not use this possibility and "test" new employees first. The managers
responded that it is very difficult to recruit a qualified person with a permanent employment at
another company for a probationary appointment. They don’t see a trial period as a viable
alternative. Problems relating to new recruits were thus reported by the managers in the sample to
either be terminated through “created” work shortage or by means of severance pay.
The above examples are quite different, yet they have in common the fact that one employee has a
negative impact on the work environment and, thus, the company. The reasons are neither clear-cut
mismanagement, lack of competence, nor performance issues, but rather diffuse difficulties of
cooperation. All managers described how LAS’ framework for objectively founded dismissals due to
personal reasons and related to collaborative difficulties is almost impossible to apply in cases such
as those presented here.
4.2.3 Personal reason 3: Violence, fear, and negligence
The above cases of redundancies were settled either by an agreement with the unions or by
“inventing” work shortage and they often included severance pay. This section outlines examples
with similar solutions—but where the interviewees perceive the outcome as immoral. The stories
here are about serious conflicts at the workplace that led managers to the opinion that the only
viable solution was to terminate a contract. For example, Patrik told about an employee who acted
violently against a colleague: ". . . an employee had beaten a colleague and it was not the first time
he was violent, but the previous time it was a customer." The employee had received a sharp warning
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the first time, but when the behavior was repeated Patrik sent the employee home. He considered
himself to have objectively founded grounds to fire the employee. However, the union negotiator
argued that the incident was a result of a stressful work environment and questioned the grounds for
dismissal. According to Patrik, the union representative threatened that if Patrik pushed for
dismissal, the union would take the case to the labor court. In the interview, Patrik explained how he
reasoned after consulting with his employer organization:
They [the employers' organization] cannot advise, they are lawyers who I talked to
there, and you know, we think we have a strong case, but it is also like this, will
the witness be willing to appear in court after 2.5 years? Will he remember exactly
what happened? Will he tell the court what he told you after 2.5 years? Did you
record your conversation? No, I did not. . . somehow, being right is not the same
as getting the right result, and I know that. Patrik, company 4
In the end, Patrik considered the uncertainty and the time and effort he would have had to invest in
the case to be too great. He cut a deal with the union: In exchange for the resignation of the abusive
employee, he agreed to exempt him from his work during the notice period and to pay nine months'
salary in addition.
Patrik's case of violence in the workplace is unique in our material, but Karl shared an experience in
the same category although it was somewhat less extreme: Karl describes how employees started to
turn to him as they feared for their safety. They expressed concern that they would be threatened or
beaten outside of work by a ruthless colleague. The management team called for a negotiation with
the union's ombudsman, which Karl described as follows: "So we got together to … negotiate with
the ombudsman in the county. And we discussed the matter and he said that: "No problem, send him
away. But you have to pay.” In the end, they agreed on a deal of seven months of work-free
severance pay.
Another story, also revolving around an employee who created problems for others, was told by Lars
An employee had been redeployed to a new role as a truck driver at the warehouse but was such a
reckless driver that he threatened the safety of colleagues. When colleagues started telling Lars that
he had a choice—fire the truck driver or they would leave—Lars had to act. Lars also tried arguing
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with the union to dismiss the reckless driver for personal reasons, but the employee ended up with
severance pay.
The common pattern in the situations described here is that managers act towards an employee to
protect other employees. In negotiations with unions, none of the situations have been considered
sufficiently severe to lead to a dismissal for personal reasons. The unions, in these cases, do not seem
to have the objective of protecting the job of the employee, but rather to push for generous
compensation. The narratives are based on the managers' perspectives, and other perspectives are
missing. Therefore, the managers are not necessarily right. What we do know is that the managers
seemed to agree, reluctantly, to the deals in order to solve significant workplace problems.

4.2.4 Personal Reasons 4: Lack of competence and under-performance
Lack of competence and under-performance are, according to the legislation, objectively founded
grounds for dismissal. Yet according to the managers in this study, both issues are difficult to apply in
practice. At Karl's company, unique engineering skills are required, and it takes a long time to learn
these skills. This means that it is difficult to determine in advance if an employee will do a good job in
the future. Karl told of a situation where he gave a recruited engineer three years to learn the job,
but in the end the engineer still could not manage it. Erika had difficulties with two people in
production who underperformed and thus caused problems in the production chain. When asked
how she handled the situation, Erika said that she tried to minimize disruptions by moving the
underperformers to jobs where they “did the least harm.” A third example of lack of competence
comes from Linda, whose company's employees' "(…) average age is very high." In combination with
a pending technological shift, she anticipates problems; the company’s technicians may not be willing
and/or able to keep up with technological developments.
Lack of competence and underperformance have significant consequences for these businesses—in
terms of productivity and quality, but also the employees' work environment and organizational
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culture. Managers reported that individuals who were unable to live up to expectations of
performance impaired cooperation in the work group where other employees were forced to pick up
the slack or they caused the production chain to break down. In these mid-sized competitive
companies, the costs of dismissing such employees are accepted because those costs are less than
the productivity lost by these employees. Nevertheless, in the above cases, managers have chosen
not to seek termination because of personal reasons. Their view is that personal reasons cannot be
used when it comes to lack of competence or underperformance. The process of proving objective
reasons or factual grounds, they said, requires major bureaucratic efforts that take time—and that
time needs to be invested elsewhere in the business.
When dealing with a layoff for personal reasons, the managers in this study take one of three courses
of action. The first is to pretend work shortage. For the managers, this is a simpler solution than using
personal reasons, since the managers have a clear mandate to decide when a work shortage prevails.
Negotiations with the union therefore do not revolve around the issue of whether there is a shortage
of work, but the question turns to who should be made redundant. If it is relevant to deviate from
the seniority order, severance pay is negotiated. One conclusion based on the interviews is that
managers consider work shortage redundancies to be expensive, but simpler and less timeconsuming.
The second option is costly for the company but nonetheless several of the interviewed managers
choose to "buy out" employees who, for various reasons, are judged to harm the company.
The third option is to redeploy problematic employees to positions where they do the least damage,
an option available only for companies that have a range of different positions.
The interviews did not provide any examples where a lack of competence, performance, or
collaboration was used as an objectively founded reason for dismissal for personal reasons. It seems
that "objective reasons" are translated into a very heavy burden of proof for the companies, so hard
that several of the interviewees believe it is impossible to rely on.
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4.3 Employment Protection as a Principle holds Legitimacy among Managers, but…
The anticipated consequence of LAS is to protect employees from employer arbitrariness and age
discrimination. Yet, especially with personal reasons, the law seems to have gone so far from
“arbitrary” that it is unfair to the employer.
At the end of all interviews, managers were asked how they would reform LAS if they had the power
to do so. Their responses show a consensus that rules on employment protection are needed and
important. Managers stated that employment protection creates trust between employers and
employees, and it protects employees against “abuse.” At the same time, all answers came with a
“but…” Managers said that LAS creates many obstacles to managing a company in the best possible
way, which they would change if they had the opportunity. How protection would or should look like
differed; one manager, for instance, expressed the opinion that giving the employee due notice
should suffice. 4 Our conclusion is that the managers view the idea of employment protection as a
legitimate concern, but they are not satisfied with how the current legislation works in practice:
I don't think that there should be no regulation at all, because I don't think that is
good for the employees. Although I represent the employer, I don't think that (...)
No, I don't think that would be good. There would be far too much uncertainty in
the workplaces. (…) You feel like you don't have fair employment relations
because you can get fired tomorrow. Then you won't be so loyal to the employer
either. Sofia, company 3
Some of the managers talked about “Sweden's unforgiving labor market,” in which employees are
worried about losing their jobs since a future employer would hesitate to hire a person who lost this
or her previous job. What they are hinting at is that if a dismissal would not be such a significant
signal as it is perceived to be today, it would be easier for people who were “fired” to find a new job.
That would contribute to better matching in the labor market as well as increased mobility and
flexibility. Karl exemplifies this view:

LAS specifies the period of “due notice” depends on length of employment; one month’s notice if
employment has been shorter than two years, up to six months’ notice if employment has been longer than 10
years. Collective agreements as well as individual contracts can prolong the due notice period.
4
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Our only security, our only real security at work is the work we do, that someone
wants to buy what we do. If we get someone who is not good enough for the job,
that person cannot remain in the company, and such an exit should be natural. (…)
So I would prefer a labor market where an employer tells a professional man or
woman, "so, you got fired from there, but come and start with me then. We'll see
if it goes better with us." Now in Sweden you say "have you been fired, then I am
not interested, it must have been something very serious." Who benefits from
that? Karl, company 6
These arguments suggest that for the managers the strictness of the law has created a riskminimizing culture where being unemployed or having been made redundant is interpreted as
signals that there might be “something wrong with you.” The result is reminiscent of research
showing that strict employment protection legislation has the unintended consequence of making
employers less likely to take risks in their employment decisions. Such employer risk aversion can
hamper matching and entrepreneurial dynamics.

Concluding discussion
When economists discuss strict employment protection such as LAS, it is often in terms of reduced
productivity and the costs of restructuring. When labor law professors discuss LAS, it is often in terms
of the flexibility it affords due to its semi-coerciveness. The present sociological study, based on
interviews with managers of small construction companies with concrete experiences of layoffs,
paints a more complex picture of the costs and benefits of LAS.
Underlying the implementation of employment protection legislation is the need for companies to
set up rules to secure good employment relations. If this is seen as the intended consequence of the
legislation, it can be argued that it has been successful. The results even suggest that managers
believe that employment protection is good for both employees and companies. There is therefore
no strong perceived tension in the managers' minds between the interest of an employee in having a
secure job and management’s interest in a productive workplace. On the contrary, most interviewed
managers are not interested in a labor market where everyone is always looking for a better deal
somewhere else.
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Thus, if one thinks that one of the anticipated consequences of the law was to instantiate the value
of employment protection it seems to have worked. In the stories in this study, on the other hand, it
appears that the regulations provided by LAS are not perceived as working well.
From the managers' perspective, it is a real "trade-off" to choose between losing competence by
following the seniority order or to pay severance pay in order to keep the “dream team” (the most
effective workforce). In most cases in this study, the balance tips over towards paying to keep the
dream team. To make sure the company survives, a manager is prepared to invest in the dream team
and pay to do so (more or less willingly). Emerging from the analysis is that competence trumps
seniority, which means that senior employees who believe themselves to be safe in the event of
work shortages might be surprised.
Linking back to the concept of institutional work, we see that the semi-coerciveness of the law is put
to good work locally. Previous literature talks of how the law is “decoupled” and managerialized; we
see something similar going on with LAS. Particularly when it comes to redundancies due to work
shortage, one interpretation of how the decoupling of the law and how it is transformed locally is
that it is monetarized—that is, the requirements of the law are met by paying severance pay rather
than following the law strictly. The question here is what this does to the legitimacy of the law over
time, and how the monetarized norm is perceived by employees. This is a question for future
research.
Managers complain about high costs for severance pay, but also indirect costs such as time,
commitment, and energy that they must invest in managing complicated redundancy processes—
resources that cannot be used to further develop the company. In this way, it can be argued that one
unintended (but perhaps not unanticipated) consequence of LAS is that companies' development
opportunities are hampered. Such costly distractions can be one explanation behind the correlation
between strict employment protection and low productivity.
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One striking finding is that managers find it almost impossible to fire an employee who damages the
company. The narratives suggest that managers have no constructive ways to deal with such
problems. Another unintended consequence of employment protection strictness, therefore, is the
impact on the quality of the work place: Safe haven for one worker causes overload and
demoralization for many.
The difficulty of claiming "objective grounds" for firing causes managers to spend time conjuring
creative solutions to circumvent LAS. This could be called creative institutional work in dealing with
what managers perceive to be a dysfunctional law. In this sense, however, a third unintended
consequence is that rather than preventing immoral behavior, LAS creates it. Employment
protection legislation aims to protect employees from arbitrary, discriminatory, or unreasonable
dismissals; the results of this study question the extent of the protective function and also point to
the tradeoff between protection and the costs of employers to manage the restrictions.
Employment protection legislation strikes a balance between employment protection and what is
good for the company. Our results suggest that from the perspective of managers, LAS leaves much
to be desired. As the chief task of a manager is to conduct a successful, competitive business, the
finding may not be surprising. Employees are a means, a resource, a capital, that is paid for
contributions towards the business goals. But in the interviewees' stories, it turns out that managers
nevertheless have a rather humane attitude towards their employees: they have taken one or two
years before giving up on a drug addict or an incompetent engineer. Other examples where
managers are acting on misconduct are cases where they see or are told that other employees are
treated badly, threatened, or hurt. From a sociological perspective, this is not surprising. Managers
are humans too, humans create relations with one another, and these relationships go beyond a
formal employment contract. That is the case at least in these smaller businesses.
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Appendix I: Finding managers to interview
To find managers fitting into our scheme of characteristics was quite difficult and time-consuming.
Therefore, a very pragmatic approach was adopted. We used both our own and others' contacts to
reach out to companies. For example, by searching for companies that previously had participated
with interviewees in Ratio's wage formation projects, we got in touch with a company that suited the
selection frame. Furthermore, we were assisted by a regional coordinator at the Confederation of
Swedish Enterprise (Svenskt Näringsliv), who meets with business leaders in small and medium-sized
companies in different regions of Sweden, and thus got into contact with another three respondents.
We also received help from a statistician at the Confederation of Swedish Enterprise, who previously
worked on a survey relating to LAS that gave respondents the opportunity to leave comments. We
reasoned that those who had submitted comments could be assumed to be more interested in the
issue than the average manager, and we asked the statistician to reach out to those respondents
who met our selection requirements regarding size and industry to ask if they approved that their
contact information was communicated to us. This procedure led to three interviews.
Furthermore, we used a so-called snowball sampling, which meant that we asked interviewees if they
in turn could assist with contacts. This gave another interview. Finally, we got in touch with some
interviewees via negotiators who work as advisors to companies in the manufacturing industry. Here,
the Wood and Furniture Companies (TMF) and the Industrial Employers and the Innovations and
Chemicals Industries (IKEM) have been kind enough to help us. This procedure allowed for another
four interviews. In the end, 12 interviews were conducted.
Overall, the selection strategy was pluralistic. The process was challenging, and our delimitation led
us, on several occasions, to exclude companies that wanted to contribute. Among the interviewees,
most had redundancy experiences from the last two years but a few reported on older experiences.
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Appendix 2: Interview guide
1. Background information about the company and its employees
a. What different types of employment contracts are in use? Manpower companies?
Time-limited employment contracts (ALVA)? Outsourcing of projects?
b. Does LAS affect how the company employs people?
2. Background information about the interviewee
a. Position in company?
3. Whether local union is present
a. Relation to union representative?
b. Local agreements of interest when it comes to employment protection, process of
redundancy, etc.?
4. Practical experience concerning lay-offs, focus on examples and concrete situations
a. Can you tell us about a time when you were part of terminating employment
contracts at this company?
Layoffs (redundancies or personal reasons):
b. Did you know how to manage layoffs? Did you ask your employer organization for
help?
c. Would you say the layoffs were necessary? Can you describe the process? When did
it start? When did it end? Was there a threat to the survival of the company during
the process?
d. Did you create lists over seniority? Were these negotiated with the unions? Was it
controversial? Did the order in the lists change over time? Were there exceptions
from the LIFO-principle? Were they controversial? The results of the exceptions?
e. How would you describe your experience of the layoff process?
f.

What costs would you say are central when it comes to such a process?
”Package deals” where employees hand in their resignation (redundancy and
personal reasons)

g. Can you describe the process? When did it start? When did it end?
h. What was the deal made? Were deals negotiated with the union? Was it
controversial? Who were offered deals? How many were offered? How did it work?
i.

Other information of interest?

5. If you were in charge of deciding the shape of the law, which decisions would you take?
6. Other things that were not brought up?
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