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Preface

As in the OECD generally, central government operations in Sweden face a number of
challenges. One of these challenges is the power of digitalisation, which will change our
organisations in an all-encompassing manner. As the employer organisation for the central
government authorities in Sweden, we see how digitalisation daily affects the organisations
that the Swedish Agency for Government Employers (SAGE) is tasked to support in
employer policy issues. The ability to meet these challenges will be critical to the ability of
the central government authorities to conduct their operations effectively. From this insight
came the idea of trying to discuss, from an overall perspective, some of the most important
aspects of the digitalisation that affect the relationship between employers and employees.

Given the report’s point of departure is the impact on employer policy, it does not reflect on
how digitalisation may cause operational challenges, such as open data or digital security.
Nor does it deal with the relationship between government authority and the public but
rather mainly the relationship between employer and employee, that is, what we call
employer policy.

For practical reasons, not all aspects of employer policy can be examined in this report.
SAGE has, however, chosen to highlight some areas in which the impact on central
government employer policy will be so significant that it will lead to a discussion about a
new direction or re-examination of employer policy. The purpose of the report, however, is
not to introduce new standpoints in these areas; rather, it is intended to provide a basis for
discussion.

It should also be noted that this report considers possible future scenarios and that our
analysis of the future is more or less a matter of educated guesswork. Nevertheless, there is a
need for preparedness regarding issues that may affect us as employers in the future.

The report is written primarily from a central government perspective; however, many of
the issues touched on are also relevant for most of the social partners. The changes we have
seen as a result of digitalisation are not unique to Sweden. Even if certain parts of the report
are best understood in a Swedish context we firmly believe there is great universal
applicability in the issues discussed. The translation of the report is based on the intent that
it should serve as a general overview of issues that pertain to digitalisation and employer
policy. In this way we hope the information and views expressed may help to facilitate
different types of international collaboration and sharing of experience.

The report was written by Chief Economist Roger Vilhelmsson.
Stockholm, April 2018
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Director General









need for educational interventions for those who lack education or who need to be retrained, as well
as investment in higher education to cover the significant shortages of highly educated people that
have existed on the labour market to date. It is not enough, however, to simply increase the number
of places in educational programmes: incentives to acquire education must also be improved. This
underscores a more controversial question, wage formation. To avoid imbalances on the labour market
and provide incentives to people to pursue education, the so-called education premium and the wage
spread have grown, in many countries. In Sweden, relative wages have not been adapted to
imbalances on the labour market, in the form of labour shortage and unemployment, to the same
extent as in other countries. When the relative wages for qualified labour continue to be relatively
low, shortages and hiring difficulties willl eventually result.

A tax policy that is not an impediment to the competence supply

Tax policy is also an important means by which to mitigate difficulties in hiring highly educated
labour in the wake of digitalisation. If the marginal tax and the wage tax are reduced, the so-called
education premium and the incentives to acquire education may improve. Current public debate
focuses on the idea of a tax change, from wage tax to tax on capital and consumption, as well as the
introduction of robot taxes.

How does the digitalisation affect gender equality?

The new companies and industries developing in the wake of digitalisation, particularly in IT, are
male-dominated. Moreover, the proportion of women in the more engineering-oriented disciplines
that are so key in these industries is traditionally low. This trend may become a dilemma from a
gender-equality perspective. In these new industries and companies, the employee is more often a
complement to the computer and the new technology instead of being a resource that is wholly
rationalised away. This generates a higher productivity and higher wages in these rapidly growing
jobs. If the labour market in this respect moves in the direction of increased equality, just how much
political pressure toward changes in education systems and wage formation that will entail will
become a key question.

New work processes and new forms of management

To respond to a faster transformational pressure, in which information flows at an increasingly rapid
rate, many believe that employers must change their views on leadership and co-workership. In the
future, the vast and rapid flow of information is expected to make it increasingly difficult for
managers to exercise control and engage in micromanagement. Instead, the employee should be given
greater responsibility for operations, while management becomes more visionary, focused on
objectives, trusting and coaching. The rapid changes also bring attention to the need for agile and
adaptable management. When digitalisation leads to demand for new, more customer-oriented
services, it drives the development of more innovative work processes and a more innovate work climate.

A work environment in transition

Digitalisation changes the basic conditions of private life and working life, thus placing a spotlight
on work environment issues. Due to today’s boundaryless working life with its increased availability,
some people experience greater freedom and flexibility whereas others experience increasing stress.
As various more flexible forms of employment become more common, lack of clarity as to who is the
employer and who the employee, in the meaning of the Work Environment Act, arises also. Who
bears the responsibility for the work environment and how will that responsibility look in the
future?

A new digital generation enters the labour market

The new generations now entering the labour market have grown up in a digital world and view
working life differently. According to many studies, our boundaryless, flexible working life is more
natural for this digital generation. They will often prefer digital meetings over in-person meetings.
The contrast with earlier generations is great. How should employers address this generation and
what does being an attractive employer imply in this context?



Leisure time, vacation and shorter work time

Digitalisation is expected to raise productivity and make it cheaper to produce goods and services.
This is expected to lead to a higher standard of living, with some of the increased purchasing power
probably being applied to leisure time, vacation time and shorter work-time. The collective agreement in
the central government sector has enabled individual agreements between employer and employees,
in which salary can be exchanged for more pension or vacation time. These individual agreements
have increased. Some experts and critics also believe that digitalisation could lead to the shortening of
work time and the introduction of a basic income, if many jobs and tasks were to become automated
and disappear.

The advantages of digitalisation are best utilised in large cities.

Many people believed that digital technology would eliminate distances. This proved to be only partly
true. From a labour market perspective it became almost the opposite, since it is in the large cities
that digital technology is utilised most effectively. To a high degree, digitalisation is driving
urbanisation. Since companies’ and employees’ productivity gains a multiplier effect from
collaboration, many people and firms are drawn to the clusters of the large cities. It is also in the large
clusters that the ability to use new technology is developed. However, it is important that all parts of
Sweden have the same access to central government services. Should the location of public
authorities’ networks of offices be based on reasons of distribution policy or efficiency policy? What
is the price of an increased central government presence throughout the country? Is there a price
implied in not having it? The questions will become relevant as digitalisation continues to progress.

Central government regulatory frameworks, trust in central government and the role of the
central government civil servant.

Digitalisation and digital platforms lead to a reduction in the transaction costs of matching labour on
the labour market. This trend is expected to result in increased number of flexible forms of

employment. An increasing proportion of people active on the labour market consists of self-
employed entreprencurs,si NG
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