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”Diversity” and Social Exclusion in 
Third Way Sweden
The ”Swedish Model” in Transition, 1975 –  20051

Carl-Ulrik Schierup

One of the important political challenges of contemporary Western European societies 
is to reconcile the comprehensive framework of civil, political, and social rights of the 
welfare state with a political program for belonging and identity, free of narrow ethnic 
and nationalistic allusions (Ryner 2000). In this context, the Nordic welfare states stand 
out as a possible future model for the European Union. However, this challenge has 
been faced in very different ways in different Nordic countries.2 Sweden long stood 
apart from others in terms of its combination of a powerful social-democratic welfare 
regime with an inclusive, forward-looking integration policy (Ålund and Schierup 
1991).

The fundamental features of Swedish integration policy were formulated in the 
1960s and 1970s.They were reformulated on the principled premises of a liberal 
multicultural citizenship in 1975, and since then have repeatedly been reviewed and 
reformed. The emergence of new racist-populist political movements in the late 1980s, 
and a deep economic recession and social crises in the early 1990s, were followed by 
a critical revaluation of immigration and immigrant policies (Näringsdepartementet 
2002; Proposition 1997, 1998). Approaching the close of the century this resulted in the 
restoration of a broad left-right consensus about a new “integration and diversity poli-
cy” and the necessity of counteracting racism and ethnic discrimination., This political 
consensus was remarkable in an EU where populist and racializing arguments focusing 
on immigration have become blunt instruments in the hands of the established parties 
seeking to preserve influence in national parliaments and municipal politics (Schierup, 
Hansen and Castles 2006).

Against this background, despite obvious problems, Sweden since the mid 1970s 
has continued to be seen as a model of a tolerant multicultural welfare society from an 
international perspective. Swedish integration policy was promoted as a model to be 
followed in the aftermath of the uprising in socially deprived French suburbs in 2005. 
Despite comprehensive changes that have taken place in the Swedish overall welfare 

1   First published in Swedish in 2006 as Schierup, Carl-Ulrik ‘Den sociala exkluderingen i Sverige. Migration, 
arbetsmarknad och välfärdsstat i förändring’ in De Los Reyes (ed.) Arbetslivets (o)synliga murar, Stockholm 
(SOU 2006:59)

2   See e.g. Schierup’s (1993) critical analysis of the example of Denmark, where developments have long stood in 
stark contrast with Sweden.
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model since the mid 1990s, it too has been held up as a model to follow. Even though 
the European Commission (CEC 2004) has been critical of the high levels of taxation 
in Sweden and deems the welfare state to be overly generous, it lauds Sweden for mak-
ing investments in the “new knowledge society” with levels “comparable with or on a 
par with those in the US.” 

Given that Sweden has been depicted as a model of sorts, a critical examination is 
particularly pertinent. In the following, the striking paradox of the transformed Swed-
ish model is examined: the contrast between, on the one hand, ambitious political 
pledges of “welfare for all” and a society characterized by “diversity” and equal op-
portunity and, on the other hand, a deepened ethnically tinged class divide along with 
racialized and seemingly impermeable boundaries of  social exclusion. This paradox  
has haunted Swedish politics for the last three decades (Ålund and Schierup 1991). As 
of the late 1990s, it has assumed a more obvious and controversial character embedded 
in Sweden’s particular variant of social democratic ”Third Way” politics.

It represents a structural and institutional transformation that – alongside the 
UK – has been regarded as one of the most comprehensive regime changes of late 
capitalism (Pontusson 1997). Thus, key components of the model for the economy and 
labour-market relations that had constituted the very foundation for the construction 
of the Swedish welfare state following the Second World War were shelved during the 
1980s and 1990s, in the view of some commentators, a ‘Paradise Lost?’ (Marklund 
1988).

The article sets out with a critical review of the concept of social exclusion as 
relates to citizenship. It then discusses the Swedish welfare state model, its develop-
ment and crisis from the mid 1970s, its comprehensive transformation after 1990 and 
the contingent ”Third Way” shift in political and ideological perspectives on economic 
policy and labour-market policy. The next section discusses Swedish migration and 
integration policy during the same period (1975 – 2005), focusing on the major changes 
taking place parallel with, and linked to, the transformation of the Swedish model. 
The central role played by policy changes in the EU and adaptation to EU integration 
is highlighted. Thereafter follows a brief account of the consequences of these shifts 
on labour-market policy and on integration policy. A central concept here is racialized 
exclusion, developed below. The issue of “structural discrimination” is touched upon. 
This concept that has been used to analyze the consequences of discriminating institu-
tional practices the effects of which are reinforced in interaction with the exclusionary 
dimensions of ethnicity, class, and gender (Patel 2006). The possibilities and limita-
tions of legislation and policy initiatives against ethnic discrimination are discussed in 
relation to an emerging political economy of exclusion. Here comparison with the US 
legislative experience against discrimination is pertinent. In summary, the possibility 
of alternative paths is explored in terms of social and labour-market policies in Sweden 
and Europe. In this context the overarching political vision of a “Third Way” is criti-
cally discussed in so far as it has the possibility to offer a strategy for social inclusion 
beyond the Swedish model.
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Social exclusion and truncated citizenship
A permanently unemployed portion of the population whose incomes are declining 
apace with cuts in unemployment benefits and social welfare payments; the home-
less; the feminization of poverty as a result of the living conditions of single parents; 
unemployment and poverty among young people; the concentration of the deprived in 
socially and culturally segregated neighbourhoods – these are only a few aspects of the 
so-called “new poverty”. Such poverty has continued to rise rather than recede in one 
of the world’s strongest economic blocs in the last quarter of the 20th century and into 
the third millennium (Room, Lawson and Laczko 1989; Teekens 1990; Room 1992). 
As is indicated by the EU political idiom “social exclusion,” this multifaceted misère 
du monde (Bourdieu 1993) has become a political concern in the European Union, 
from Kiruna in the north to Malaga in the south. These are forms of exclusion that have 
grown in parallel with the emergence of low wage “occupational ghettos” (Feuchtwang 
1982), beyond the reach of national labour-market regulations and social insurance 
systems. 

In accordance with the EU’s poverty programme from the early 1990s, we follow 
Cross ( 1998) in defining the meaning of social exclusion as a truncated citizenship. 
Certain groups are systematically denied the minimum of economic, political and so-
cio-cultural resources and opportunities that are necessary to sustain a socially accept-
able existence and the right to participate as a “full member of the community.” T.H. 
Marshall in his famous essay on citizenship and social class (Marshall 1950) provided 
a notion of citizenship as embodying the kind of “social contract” that the post Second 
World War welfare states have typically rested upon (Dahrendorf 1985).

The definition of social exclusion that was adopted by the European Community 
in the late 1980s and early 1990s expressed a principled stand on the need for so-
cially inclusive citizenship (CEC 1991; Room 1992). It emphasized the importance of 
defending and further developing the welfare state and its historically established civil 
rights at a supranational level. Social exclusion thereby came to be analyzed in terms of 
a lack of social rights, and the Commission began shaping a policy along these lines. 
The Poverty Programme’s Observatorium for social exclusion, which was established 
by the Commission in the early 1990s, was thereby rooted in Marshall’s theory of 
the emergence of the welfare state and the development and meaning of citizenship   
(1950: 85). Marshall saw an expanded welfare state with strong social citizenship as 
the solution to a constantly recurring contradiction between capitalism and democ-
racy. Only by establishing universal social rights that guarantee every citizen a certain 
minimum of welfare could the civil and political citizenship rights that had previously 
been legislated be realized to the fullest extent. Through the right to work, insurance 
against loss of income owing to occupational injury or old age, and universal access to 
health care, citizens would be guaranteed a modicum of social welfare. Together with 
education, regarded by Marshall as one of the fundamental social rights that the mod-
ern welfare state should provide for its citizens, these rights were crucial for ensuring 
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that the working class would genuinely be able to participate in society as active, equal 
citizens and political actors.

Various critics have maintained that Marshall undervalued the importance of politi-
cal organization and struggle of the working class which had led to the establishment of 
the welfare state and the rights of social citizenship (Giddens 1982; Bottomore 1996). 
The period after 1980 has moreover shown that the development of modern citizen-
ship that Marshall pointed to is indeed reversible. As  systemic exclusion intensified by 
the middle of the 1980s, Dahrendorf (1985) claims national citizenship in the member 
states of the European Union had taken on an exclusionary rather than an inclusionary 
character. Social exclusion is thus an expression of advanced marginality (Wacquant 
1996).  The new poor are socially excluded, but at the same time, they are central cogs 
in the type of “flexibility” that characterizes a neo-liberal restructuring and transforma-
tion of working life.

Contemporary processes of social exclusion have the salient character of racializa-
tion or ethnicization in that they particularly ‘target’ migrants and new ethnic minorities 

and thus constitute a racialized exclusion (Schierup 2000).3 Throughout the European 
Union this contributes to the creation of ethnic and class-based stratification and exclu-
sion of population groups under more or less stigmatizing terms like “immigrants,” 
“foreigners”, “underclass,” “blackheads,” “blatte” or “ethnic minorities.”

It is the European “Others” who live on dwindling social welfare payments in 
ethnically segregated cities. It is the disproportionately many of immigrant or ethnic-
minority background who are stuck in occupational ghettos (Feuchtwang 1982) marked 
by insecure jobs in the post-Fordist service industry and in an increasingly deregulated 
municipal sector. Included here are various categories of the ‘working poor’, from 
those compelled by workfare to workers in sweatshops resulting from outsourcing 
and lean production strategies in the new “network society” (Schierup 2007). There 
is, moreover, the category of “ethnic entrepreneurs,” often with long workdays, poor 
profitability, and no adequate social security system, who often survive thanks to 
the unpaid work of family members. This group of petty entrepreneurs have been 
called – using a term that stands the dynamic of post-Fordist structural transformation 
on its head – “a new proletariat” (bel Habib 2001). Especially vulnerable are those 
without access to the most basic civil, political, or social rights: the illegalised migrant 
workers on EUrope’s construction sites and farms, (Baldwin-Edwards 1999; Calavita 
2005), the “black” cleaners and nannies in middle-class homes (Andall 2000), and the 

3   The concept of “racialization” has been developed in recent times by, among others, Robert Miles (1993). 
The concept of “ethnicization” has been used as a term for institutional practices that – regardless of political, 
economic, and cultural ambitions and power relations – lead to a systematic exclusion of ethnic minorities (e.g. 
Ålund & Schierup 1991). Racialization is a concept  readily adopted in the British context, given the particular 
historical and etymological roots and meaning of the concept of “race” in Britain and its use in  public debate. 
But with the more specific and narrow meaning that the concepts of “race” and “racism” have outside the UK, 
both historically and in the current general and academic debate, racialization is a term that is less readily 
adopted in academic and political parlance on the continent.
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new contract workers, a post-industrial variant of the Gastarbeiter (Martin 1997). The 
asylum seekers who are forced to take hyper-exploitative informalised jobs when their 
new “host countries” make it impossible for them to make a living in any other way 
are another significant category. A case of exclusion and hyper-exploitation that has at-
tracted a great deal of attention involves women in metropolitan red-light districts and 
other victims of “trafficking” and new migrant slave-like labour relations (e.g. Cam-
pani 1999).

Thus, growing numbers among migrants and new ethnic minorities have been 
excluded from the core areas of the formal labour market. This has come to include 
a diversity of social groups. Depending on the national political models for migra-
tion and integration policy, the institutional framework of the welfare models, and the 
structure of the economy, these various categories of excluded are different in size and 
of shifting importance to the social order. But taken together, they have come to be a 
shared political concern and one of the most visible manifestations of an ever more 
urgent “European dilemma” (Schierup 1995; Schierup, Hansen and Castles 2006).

As Silver (1994) writes in her comparative survey of discourses about social exclu-
sion, the choice of which aspect of the new poverty and social exclusion one highlights 
is crucial in order to gain political support for or against the interests of the excluded. 
But instead of focusing on any specific subgroup, we can strive to obtain a holistic 
view of the different forms of social exclusion and their connection with general struc-
tural features of today’s ongoing comprehensive transformation economy and society 
(Silver 1994: 136). These different groups of excluded are often forced to compete with 
each other and thereby aggravate each other’s vulnerability within a domain where the 
free market reigns (Baldwin-Edwards 1999)). In this division of labour, parts of society 
that are marked by chronic unemployment, with ensuing poverty and dependence on 
welfare transfers, function as “incubators” that supply employers with jobs that are 
risky, temporary, underpaid, and performed by women, migrants, or new ethnic minori-
ties (Mingione 1996: 382). But the proliferation of underpaid, temporary, and risky jobs 
puts pressure on welfare institutions. These multiple dependencies in turn, risk being 
exploited by political programmes for dismantling any notion of social citizenship – the 
defence of the most vulnerable against market forces.

The Swedish model: From national welfare 
state to post-national workfare regime
The foundation for the emergence of social citizenship and North Atlantic welfare 
states in the 20th century was the decommodification of labour (Offe 1984; Esping-
Andersen 1985, 1990). More precisely, it was a political “process that to an ever greater 
extent liberates common citizens from the need to directly tie their welfare to the mar-
ket value of their work” (Slavnic 2005 : 47). Liberation from selling one’s work at the 
constantly shifting price of the market through the relative security that various welfare 
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orders and insurance systems offered – and with this a genuine freedom to refuse the 
labour market’s most precarious jobs and working conditions – was a key step in the 
consolidation of the trade union movement. It assumed the role of collective negotia-
tion partner vis-à-vis capital and developed into an influential political force.

Decommodification and the parallel institutionalization of social citizenship emerge 
on the basis of different institutional arrangements and with the support of various 
types of alliances between social classes and status groups (Mann 1987). In the Scan-
dinavian countries popular movements, especially labour unions had a major impor-
tance in terms of organized ”bottom up” formulation of political demands (Contestable 
generalisation). This is also true of their central role in the actual institutionalization 
of social citizenship (Mann 1987) and a welfare state that came to rest on a policy of 
redistribution with general welfare solutions for the entire population. Thereby labour 
was also decommodified to a larger extent compared with the “conservative” welfare 
states on the European continent, and with the “liberal” welfare models of the US, and 
the UK (Esping-Andersen 1990);Mann, 1987 #83}. The Nordic countries also differ 
from each other regarding the strength and character of the political movements that 
advanced demands for social rights and regarding the concrete shaping of the institu-
tions of the welfare state following the Second World War. Among other differences, 
this involved the relative importance that regulation of the labour market itself had for 
the decommodification of labour compared with welfare institutions outside of working 
life and the labour market. 

However, the theories (e.g. Offe 1984; Esping-Andersen 1990) – inspired by T. H. 
Marshall’s and Karl Polanyi’s  (1944) pioneering works on the historical emergence 
and inherent paradoxes of the market economy – that espoused the thesis of the decom-
modification of labour as a fundamental condition for the constitution of modern wel-
fare states are, as Papadopoulos (2005) points out, insufficient. They have a tendency to 
one-sidedly focus on socio-political strategies and citizen rights that are institutionally 
anchored outside the labour market itself and working life. For example, this applies 
to Esping-Andersen’s (1990) comparative analyses of different welfare regimes, with 
Sweden as one of the most prominent cases. According to Papadopoulos, it is neverthe-
less important to look at strategies and institutional frameworks for decommodifica-
tion both within and outside of working life, and their interplay, if we are to obtain a 
deeper understanding of how European welfare states are constituted and are currently 
transforming. In this regard, the traditional Swedish model occupies a unique place, 
even in relation to the other Nordic countries. This involves the central importance that 
the model attached to the regulation of the labour market itself and of working life as 
such for the decommodification of labour, compared with the welfare state institutions 
outside the labour market.

If we look back to the 1950s, 1960s, and 1970s, the Swedish model enjoyed an 
international reputation for its successful combination of economic growth and indus-
trial expansion with full employment and, compared with most other advanced indus-
trialized countries, egalitarian income distribution. The political and economic pillar of 
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the model was the Rehn-Meidner programme for macroeconomic management (Weiss 
1998; Erixon 2005).4 In its construction of coordinated welfare capitalism, it went 
further than anywhere else in Europe (e.g. Pontusson 1992). The Rehn-Meidner pro-
gramme’s emphasis on solidarity-based wage policy, with the aim of levelling wages 
across economic sectors and companies, was anchored in the world’s most centralized 
system for collective wage negotiations between unions and employers, with the LO 
(Landsorganisationen, the central federation of blue-collar unions) and SAF, (Svenska 
arbetsgivarorganisationen; the then Swedish confederation of employers) as the main 
parties.

The solidarity-based wage policy forced the highest degree of income levelling in 
the OECD area and made employers accept the goal of full employment (Swenson and 
Pontusson 2000). But at the same time this policy was intended to create a dynamism 
focusing on continuous modernisation. Its objective was to raise wages in economi-
cally weak sectors so that companies would hasten closures or reorganization, while a 
restrictive wage development in successful sectors would bolster profitability and ex-
pansion in internationally competitive export markets. Redundancy or unemployment 
as a result of company closure or relocation, were matched by an active labour-market 
policy that aimed to retrain workers, continuously upgrading their qualifications. The 
active labour-market policy would systematically reroute laid-off workers and individ-
uals whose qualifications had become outdated to the economy’s most dynamic sectors 
and promote the regional mobility of labour. The system was devised to keep unem-
ployment at a minimum and guarantee full employment. The solidarity-based wage 
policy and the active labour-market policy were to rest on an austere financial policy.

The political pillar for the Swedish model was the hegemony of the Social-Demo-
cratic Labour Party (SAP) and their long-term position in government. Historically 
this hegemony was based on class-based social movements with strong labour unions 
at the centre. SAP came to be a political guarantor of centralized wage negotiations 
and full employment that paved the way for comprehensive regulation of employment 
terms, working conditions, and co-determination.

SAP was also the main political force guaranteeing another fundamental feature 
of the Swedish model: the strong welfare state with its general welfare policy and its 
large public sector. The public sector came to absorb a major share of employees on 
the Swedish labour market as a whole. In 1985, one in three employees in Sweden 
worked in the public sector, compared with, for example, only one in six employees in 
the Federal Republic of Germany. This strongly contributed to Sweden’s high employ-
ment levels compared with Germany and other OECD countries (outside Scandinavia). 
The full employment policy and the active labour-market policy in turn were keys to 

4   The concept “the Swedish model” is often used synonymously with the Rehn-Meidner model. However, in 
the article follows a convention that uses “the Swedish model” to designate Swedish welfare state policy in its 
entirety after the Second World War, with the Rehn-Meidner programme as its foundation. The description of 
the “three pillars” of the Swedish welfare state model mainly follows Weiss (1998).
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the maintenance of the strong welfare state. On the other hand, unemployment insur-
ance and transfers via needs-tested social benefits had been granted a relatively mar-
ginal role. Unemployment compensation was and is paid for relatively brief periods, 
and unemployment has been dealt with as an integrated component of the fundamental 
so-called ”employment line” of the Swedish welfare state model, closely related to the 
active labour-market policy, rather than as a matter of social policy (Junestav 2004).

It is closely related to the specific character of the welfare regime that Sweden has 
had and still has the highest  labour market participation rate in the European Union 
(Vogel 2000: 6). The production of high-quality welfare services is labour intensive, 
and a costly welfare system requires a comprehensive tax base and thereby a high 
degree of active gainful employment. At the same time, the construction of the Swed-
ish welfare state model entailed, indeed required, radical changes in the gender order 
of society and the gender distribution of work. The model has required high female 
employment, and women have dominated the public sector. Two out of three employed 
women came to work in the public sector, often on a “long part-time” basis. In effect, 
the Swedish labour market became one of Europe’s most gender-segregated. And at the 
same time as the public sector compensated for part of the traditionally female work 
in the home and in caring, and thereby made women’s multiple roles as housekeepers, 
mothers, and wage earners more manageable, the peculiar character of how women 
were located in the labour market (part-time in the public sector) also generated a 
wholly new type of unequal gender division of labour.

The neo-liberal turn
Under the generally optimistic surface of the 1980s, however, ever greater structural 
problems were accumulating (e.g. Pontusson 1992, 1997; Weiss 1998, Ch. 4). An 
economic policy, markedly deviating from the basic tenet of the Rehn-Meidner model’s 
insistence on an austere finance policy5 culminated in the virtual collapse of the Swed-
ish currency in 1992 (e.g. Martin 2000).  A severe recession was followed by company 
bankruptcies and a radical restructuring of business. Unemployment rose to levels d not 
seen since the 1930s, which also had consequences on employment in the public sector.

There is no generally accepted explanation of problems of the Swedish model from 
the late 1970s or of its veritable bankruptcy in 1992. Some analysts point to an outsize 
public sector as the core problem (e.g. Henrekson, Jonung and Stymme 1993). Others 
stress that a model based on a solidarity-based wage policy and centralized negotiations 
between the parties was not capable of attracting investment while globalization pro-
vided capital with new opportunities to disengage from previous corporative bargaining 
arrangements (Kurzer 1993: 20). Some commentators point to difficulties in adapting 
to a globalized post-Fordist economy with its demand for flexible labour markets and 

5   A hyper-stimulation of the economy and an invitation to speculation, through a drastic devaluation of the crown 
and poorly planned and timed reforms of the tax system and currency regulation.
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wage-negotiation (Pontusson 1992; Swenson and Pontusson 2000), and to problems 
in adapting a strictly regulated currency and financial system to a globalised political 
economy (Martin 2000). Most analyses are thus variations on a more general theme of 
globalization that stresses the inability of the Swedish nation state to maintain a regu-
lated economy, a strictly regulated labour market, and a strong welfare state when con-
fronted by economic globalization and the widening scope for transnational companies 
to act. But it is not reasonable to see this as a simple matter of international economic 
pressure undermining national institutional regimes, according to Weiss (1998). It is 
at least equally important to draw attention to the fact that there has been a general 
qualitative shift from cost-driven to a higher degree of innovation-driven competition 
within and between advanced post-Fordist economies. In this connection the capac-
ity to innovate production and industrial planning has come to be crucial (Weiss 1998: 
102ff; see also Crouch 1993; and Jessop 2002, Ch. 3). The Swedish model lacked 
the capacity to retool from a cost-driven macroeconomic strategy to a more complex 
innovation-driven developmental strategy (Weiss 1998: 103ff).. By the mid 1970s, the 
Rehn-Meidner model had in fact already been undermined “from within.” The prob-
lem lay not so much in the size of the welfare state or the regulated labour market, but 
rather the Rein-Meidner model’s one-sided attitude towards industrial transformation, 
with its focus on securing full employment but without providing the state with ad-
equate means of control with which to influence the development of the economy and 
industrial system (Weiss 1998: 109).

This situation changed after the Social Democrats regained power following the 
short-lived interlude of non-socialist government in 1991 – 94. But the change of course 
toward a differentiated industrial policy came to take a direction strongly influenced by 
neo-liberal thinking in a particular embedded “third way”, which in major regards came 
to upend the foundations of the Swedish welfare state, labour market and society. The 
general ideological foundations for this type of third-way policy, which in the 1990shas 
influenced not only Swedish social democracy, but most social democratic movements 
and parties in Europe, was formulated by prominent American and British intellectuals. 
Amitai Etzioni (Etzioni 1995 [1993], 2000), a political adviser to Bill Clinton, de-
scribes “the third way” as a new social contract that balances the state, the market, and 
civil society against each other with the aim of cultivating a harmonious partnership. 
This is the foundation for a good society that avoids both the Scylla of the bureaucra-
tized welfare state and the Charybdis of neo-liberal market fundamentalism. The soci-
ologist Anthony Giddens, a political adviser to Tony Blair and New Labour, promul-
gated “the third way” as a response from a reformed social democracy to the challenges 
of globalization (Giddens 1998). Here new forms of decentralized citizen influence and 
local partnerships between the state, business, and civil society were to be devised in 
a way that enhanced efficiency and competitiveness, stimulated individual work ethic 
and entrepreneurship, and at the same time functioned as an instrument for commu-
nity integration. But solidarity in a good citizens’ society rests less on rights and more 
on duties than citizenship in the traditional welfare state, one of them the individual’s 
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personal duty to stay employable by investing in his or her human capital, seeking any 
jobs available, and not being a burden to the state and society (Giddens 1998: 27).

The US and the UK have hardly developed into the type of harmonious societies 
that Etzioni prescribes (Schierup, Hansen and Castles 2006, Chs. 4 and 5). But at the 
EU level “third-way” thinking has been embraced as a general model for the Union’s 
social and employment policy in the 1990s. It was re-formulated within the Lisbon 
Process as an endeavour to reconcile new strategies for “social inclusion” with the 
objective of making Europe the most competitive economy in the world (e.g. Hansen 
2005). However, sceptics have described the Lisbon Process and the EU’s actually 
existing pragmatic social and employment policy as an embedded neo-liberalism 
riddled with contradictions (van Apeldoorn 2003; Hansen 2005). The policy is neo-
liberal in the sense that it gives priority to global market forces and the free mobility of 
transnational capital, whereby markets come to be more and more dislodged from the 
institutional regulations of nation states – and without corresponding regulations being 
transferred to the Union’s supranational level. However, the market is institutionally 
“embedded” in that it is recognized that there are limits to laissez-faire. Thus a certain 
welfare policy is still considered necessary, at least to the extent it helps to maintain the 
competitiveness of European capital and create a virtuous circle of “more and better” 
jobs (quality of work) and “social inclusion.” Welfare policy should function as a factor 
of production, observing budgetary discipline, living up to companies’ demands regard-
ing flexibility in the labour market, mobilizing civil society under the banner of the 
market, and ensuring a steady supply of disciplined and well-adapted labour through 
publicly subsidized educational programmes and labour-market measures.

Against this wider background, the new Sweden that can be discerned from the 
mid-1990s can be described as a particular variant of the general transformation of 
capitalism from the national welfare state as a framework surrounding the regula-
tion of the economy and political control to a neo-liberally adjusted so-called post-
national workfare regime (see further Jessop 2002). The aim is a differentiated and 
active business-friendly policy framework that mobilizes human capital, stimulates the 
entrepreneurial spirit, and maximizes regional and local comparative advantages. But a 
comprehensive system transformation is also marked by fundamental shifts in the view 
of the relationship between work and welfare – a development that Sweden shares with 
the other North Atlantic welfare states (following Jessop 2002):

 ■ ”Full employment” is redefined as full employability and unemployment is 
framed as primarily tied to the individual’s (presumably insufficient) qualifica-
tions.

 ■ The dominance of economic policy over social policy is stressed with the aim 
of creating more flexible labour markets. Social costs are thereby regarded as a 
production cost rather than as a means of distribution.

 ■ Social policy measures are defined less and less as a means to protect society 
and citizens against the insufficiencies and destructive forces of an unregulated 
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market economy, but as instruments for controlling the behaviour of individu-
als with the purpose of rendering the individual adaptable to what governments 
perceive as the needs of the market economy.

 ■ Transfers to maintain income levels are limited to a minimum in order to incen-
tivize people into work and forge an “entrepreneurial spirit.”

In tandem with this shift in ideological and political perspective, the national moor-
ing of politics is challenged in favour of post-national market- and business-oriented 
governance with local, regional, and transnational impact, in Europe with the EU 
Commission as the prime actor. A so-called neo-communitarian system of governance 
is emerging to prioritize decentralized organization in local, regional, and transna-
tional partnerships for development. This constitutes, in the name of the new network 
society (Castells 1996), an important social foundation for the strategy of embedded 
neo-liberalism, whereby the shortcomings of the deregulated market are compensated 
for by solidarity-based partnerships between private and public sectors, employees and 
companies, volunteer organizations, social economy, and a mobilized civil society.

Just as the traditional welfare states after the Second World War took on diverse 
forms, the altered economic and social order of the third millennium is  different in 
character in different countries (Jessop 2002; Schierup, Hansen and Castles 2006: Chs. 
5). In Sweden this “regime change” has, increasingly far-reaching impacts from the 
early 1990 onwards, leading beyond the Swedish model’s economic and social orienta-
tion. This has happened parallel to and influenced by Sweden’s integration within the 
EU. It has received its concrete shape through the way in which the EU’s regulatory 
system and political directives have been institutionalized in and implemented through 
the national political process.

These processes have been crucial for how issues regarding social welfare, so-
cial exclusion, and integration and migration are being dealt with today. Whereas the 
solidarity-based wage policy of the post-war period treated social levelling as a motor 
for economic competitiveness and economic growth and modernization, the focus has 
shifted to a clear prioritizing of business policy and accelerated economic growth as 
imagined instruments for social inclusion of those who are ”left out”. This change of 
course from a centralized macro-economically based labour-market policy towards a 
decentralized enterprise oriented policy, which has been charted since the mid-1990s, 
has been noticeable in the establishment, for example, of the Ministry of Enterprise 
(Näringslivsdepartementet), NUTEK (Swedish National Board for Industrial and 
Technical Development), VINNOVA (Swedish Governmental Agency for Innovation 
Systems), ESF (European Social Fund), and other state and supra-state authorities 
organising, funding, coordinating, and integrating education, research, and innovation, 
stimulating entrepreneurship and the development of small companies, organizing 
industrial “incubators”, and monitoring local, regional, and transnational programmes 
and ”partnerships for growth”. In a similar way, the obligations of the state have shifted 
from a responsibility for guaranteeing full employment and administrating redistribu-
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tive policies, towards the provision of a comprehensive market for education with the 
purpose of enhancing the general level of human capital and the competitiveness of 
individuals. Higher education has been broadened and regionalized in order to help up-
grade the human capital and competitiveness of peripheral regions and disadvantaged 
urban neighbourhoods.

But the quest for distributive justice has wound up on the back burner, and contin-
ued promises to restore full employment have been subordinated to monetarist anti-
inflation policy. This has been matched by growing income differentials. At the turn of 
the millennium, Sweden was the country, alongside the US and the UK, in the OECD 
with the fastest growing inequality regarding income, albeit from a relatively low start-
ing point (Vogel 2003: 446ff). This entailed a radical break with decades of income 
levelling, and the rapidly rising unemployment of the 1990s and growing dependence 
on social welfare benefits led to an increasing number of poorer households (Vogel 
2000: 34).

Nonetheless, significant parts of the original Swedish model remain in place, though 
in somewhat altered form. This is especially the case regarding the large publicly 
financed welfare sector. In principle, the welfare system is still based on the notion 
of general measures for the entire population (Vogel 2000: 9). But the public service 
system has undergone extensive reorganization, often with outsourcing to private com-
panies. Benefit levels have also gone down, and the quality of public welfare provi-
sion has been jeopardized in many cases. Nevertheless, the degree of coverage when 
it comes to public care of the young and the elderly remains high compared with the 
UK and with most of Central and Southern Europe. Therefore, social exclusion is due 
less to changes in the decommodified welfare system outside the labour market and to 
a greater extent to changes in the employment-line that was the foremost instrument of 
the Rehn-Meidner model. In this, the unions and SAP play a key role.

The level of unionisation of employees has remained easily the highest in the entire 
EU area and – with a growth from 69 per cent of the labour force in 1969 to 81 per cent 
in 2003 (LO 2004) – was actually considerably higher at the turn of the millennium 
than it was in the heyday of the Swedish model. The unions have defended important 
institutional advances made in the post-war struggle for better conditions: regulated 
working conditions, co-determination, safety regulations, and sickness benefits. Em-
ployment remained, even at its lowest point in the mid 1990s, at a higher level than the 
rest of Europe, if we discount the Scandinavian neighbouring countries. At the same 
time, however, the gap has increased between those in the primary regulated parts of 
working life and the growing portion in a secondary sector, marked by “atypical jobs”, 
together with those who are dependent on declining unemployment compensation or 
social welfare benefits, or are found in a new type of unregulated informal labour mar-
ket. As will be developed below, these are trends that especially impact on immigrants 
and new ethnic minorities.

Regarding the interplay between ideological and political re-orientation and social 
exclusion, radical changes in labour-market policy are particularly important. Today’s 
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marginalization processes and social exclusion do not mean that the employment – line” 
has been abandoned as the primary socio-political foundation for the Swedish welfare 
society. But, as Junestav (2004) shows in her dissertation about the Swedish employ-
ment line, the ideological and political premises of labour-market policy have fun-
damentally changed since the early 1990s. While the active labour-market policy of 
the Swedish model was mainly based on a concept of rights and a notion of self-help 
(through and for the working class), what is promoted today is “an ideology and a 
discourse more and more focused on control and discipline” (Junestav 2004: 21ff and 
180ff). This is reminiscent of disciplining and degrading workfare measures in the US 
and the UK (Myles 1996; Fox Piven and Cloward 1993; Katz 1989; Junestav 2004). 
Instead of channelling the unemployed and welfare recipients into more qualified jobs, 
the function of labour-market policy has more and more become a matter of keeping 
presumptive welfare clients “active” and “employable” for the labour market’s lowest 
bidders. The focus lies on individual behaviour and the personal responsibility of the 
individual for their social and economic situation (Junestav 2004: 190ff). This shift in 
ideology, legislation, and institutional practice is moving in the opposite direction from 
the strongly decommodifying trend that characterized the traditional Swedish welfare 
state model. In line with political developments and institutional practices in EU as a 
whole (Schierup, Hansen and Castles 2006), developments since the early 1990s have 
in fact entailed a strong tendency towards the recommodification of labour, in other 
words, deregulation and new forms of control that (re-)connect people’s welfare more 
directly to the market value of their labour (e.g. Slavnic 2005).

The transformation of labour-market policy thus shows how the ideological core of 
the concept of ”solidarity” has gradually shifted in character in a way that is analogous 
to what we can observe in the dominant political discourse of the European Union 
since the Maastricht Treaty (1992) (Schierup, Hansen and Castles 2006: Ch. 3). This 
involves a shift from being about distribution and social justice to a notion of the 
responsibility of the individual “actor,” “interested party,” or “partner” to contribute to 
economic competitiveness and to limiting the social costs of society (Levitas 1998: 25). 
This is especially true of the individual’s responsibility to continuously maintain his or 
her personal “employability” through “lifelong learning.”

Immigration and integration policy in transformation
In parallel with the accumulated problems of the Swedish model’s labour-market policy 
during the 1980s, the “immigration policy” and “immigrant policy” of the time experi-
enced a crisis (Ålund and Schierup 1991). Swedish immigration and immigrant policy 
had been developed as an integrated part of the Swedish model. The recession of the 
early 1990s left Sweden, which was egalitarian and inclusive by international com-
parison, in a situation that was suddenly reminiscent of the stratification of the labour 
market that had long been legion on the continent and in the UK. Immigrants had to 
bear the heaviest burden of the transformation. While the proportion of unemployed 
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people in the workforce among the Swedish born increased from 1.3 per cent in 1989 
to 7.6 per cent in 1993, it rose dramatically from 2.9 per cent to 15.4 per cent among 
foreign-born workers during the same period (Integrationsverket 2005: 21) and among 
foreign citizens from 3.5 to 24 per cent. In order to understand the changes that became 
manifest during the 1990s, it is therefore necessary to provide a historical review also 
of Swedish immigration policy and immigrant policy.

At the same time as women made ever greater strides in the labour market, the 
organized recruitment of migrant workers following the Second World War reached 
its peak in the late 1960s and early 1970s. This immigration helped to cool down an 
overheated labour market. It favoured the large export companies and the continued 
expansion of a Taylorist industrial system centring on the assembly line (e.g. Ohlsson 
1978). The importation of workers also made it easier for Swedish-born workers to 
exchange their jobs for more attractive white-collar occupations (Persson 1972). At the 
same time, even as early as the 1960s immigration was tied to an immigrant policy that 
was forward-looking in comparison with those of most other host countries in Europe. 
The policy, which had broad support in the Riksdag and with the social partners, was 
designed to incorporate all social groups, including migrant workers, in the general 
welfare system and to include immigrants in the regulated labour market. The foreign-
born received the same formal social rights as native Swedes (Schierup, Hansen and 
Castles 2006: Ch. 8).

Control of immigration was thus placed within the overarching goals and politi-
cal framework of labour-market and welfare policy (Öberg 1994).  The unions insisted 
that immigration would never, as was the case in the United States, be an instrument 
for the dumping of wages and social policy standards. This conformed well – at least 
in principle – to the dominant Swedish corporative strategy of focusing on progressive 
upgrading of wages, qualifications, technologies, and productivity in the economy’s 
labour-intensive and less productive segments. At the same time, reforms during the 
1970s that strengthened political and cultural rights were geared to providing migrants 
access to active citizenship (Proposition 1975; Öberg 1994; Borevi 2004; Soininen 
1999). Together with the increasing integration of immigrants in the political parties 
and the unions, this would reinforce their ability to actually realize the social rights that 
they formally shared (Borevi 2004: 43ff).

However, in reality the situation for migrant workers during the 1970s came instead 
to have the character of what has been critically termed subordinated inclusion (Muli-
nari and Neergaard 2004). Thus, the class- and gender-related partitioning of Swedish 
society came to assume an ethnically segmented aspect as well. An ethnically segregat-
ed labour market arose, with workers immigrating from Finland, southern Europe, Yu-
goslavia, and Turkey in the least attractive parts of industry and in service occupations 
such as cleaning and restaurant work. A Swedish “vertical mosaic” emerged (Ålund 
1985 ; Schierup and Alund 1987, which paraphrases Porter 1968). In other words, this 
was a society and a labour market marked by social inequality structured by class, 
gender, and ethnicity that in varying degrees overlapped, determined, and reinforced 
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each other. Discrimination in the labour market and in companies blocked occupational 
mobility and often prevented immigrants from getting jobs commensurate with their 
qualifications and education (Schierup, Paulson and Ålund 1994). Immigrants also 
came to be enrolled as obligatory members of unions but with marginal influence on 
union policies (Knocke 1982; 1986; Ålund 1985; Mulinari and Neergaard 2004).

Despite their concentration in the most precarious segments of the labour market, 
and those most exposed to competition, migrant workers and their families were in-
cluded in the social security system, both within and outside working life. The solidar-
ity-based wage policy and full employment policy of the Swedish model, in combina-
tion with a higher degree of full-time jobs (in industry) among foreign-born women 
than among Swedish-born women, meant moreover that income differentials between 
foreign- and native-born workers were relatively small (Wadensjö 1994; Lundh et al. 
2002). Even with the obvious and increasingly grave structural problems of the tradi-
tional Swedish model from the latter part of the 1970s {Pontusson, 1992 #108;Weiss, 
1998 #168}, immigrants continued to enjoy high employment and low unemployment. 
However, during the 1980s the foreign-born – especially individuals who had come to 
Sweden as refugees outside the Nordic countries, the EU, and North America – began to 
find it more difficult to enter the labour market and evinced a considerably higher level 
of unemployment and lower employment rates than native-born Swedes.

The new integration policy: a level playing field
By the end of the 1980s, immigration policy and immigrant policy had reached a cross-
road (Ålund and Schierup 1991). As early as the mid 1980s, the growing unemploy-
ment and welfare dependency had begun to provide fertile soil for political discourses 
focusing on asylum and immigrant issues as a “social problem” and as a burden on 
the welfare state. Various daily practices of welfare and labour-market institutions 
had become marked by a stigmatizing and discriminating “culturalism” (op.cit.). In 
a phase when Sweden was facing the economic and social crisis of the early 1990s, a 
new populist political party, New Democracy, had gained considerable influence in the 
public debate in parallel with an upsurge of neo-Nazi grassroots movements. Against 
this background, warnings expressed by the Discrimination Ombudsman regarding the 
consequences of a structurally based institutional discrimination on the labour market 
and continued racialization of Swedish society took on a fateful tone (e.g. Nobel 1990).

While parts of its migration policy programme were in fact co-opted by the politi-
cal establishment, within the framework of the rationale of adapting to the EU, this 
Swedish populist breakthrough was pushed back during the 1990s by a broad left-right 
consensus for a new orientation of integration policy (Schierup, Hansen and Castles 
2006, Ch. 8). The bill titled Sverige, framtiden och mångfalden (Sweden, the Future, 
and Diversity) (Proposition 1998), which was submitted to the Riksdag in 1997, was 
based on a critical review of immigrant policy and its institutional practices, which 
resulted in the formulation of a new integration policy.
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The new integration policy was intended to be a policy for the entire population, 
based on the continuous development of public institutions: the labour market, the 
educational system, housing, care and caring, cultural life, etc. Integration policy was 
to take its departure from “the actual composition and background of the population 
and make [. . .] use of all the competencies and experiences that exist in the country” 
(op.cit: 20). Society’s “ethnic and cultural diversity” was thus to be “taken as the 
point of departure for the formation and implementation of the general policy in all 
segments and levels of society” (op.cit. 19). But this integration policy was to pay 
special attention to everyone who was deprived as a result of their ethnic or cultural 
background. The struggle against discrimination, xenophobia, and racism was to be 
given priority (op.cit: 19 – 22). All citizens, the bill proposed, are responsible for this 
integration, which thus should not primarily be regarded as an issue for immigrants, 
but should have the development of an integrated multiethnic society as its goal. The 
bill stressed that this entails the formation of a new Swedish identity and a renegotiated 
national community, where allegiance to shared basic democratic values are of “greater 
importance for integration than a common historical origin” (op.cit. 23). These values 
included the “right to be different.” But unlike the corporative spirit of the immigrant 
policy reforms of the 1970s (Soininen 1999; Schierup 1991a), it was now thought that 
the issue of ethnic and cultural identity must first and foremost be a matter for the indi-
vidual (Proposition 1998: 23).

Both on the right and on the left, unions and the business community affirmed the 
intentions of the new integration policy reforms, as well as, rhetorically, the keywords 
“integration” and “diversity.” Even though there were considerable differences regard-
ing the analysis of the problem and concerning what measures should be seen as best 
suited to promote diversity and integration (Schierup, Hansen and Castles 2006: Ch. 8), 
the general direction of the new millennium’s integration policy agenda in practice 
converged with the neo-liberal turn in Sweden in general and, by extension, also with 
the type of measures for social inclusion and integration that characterizes the EU’s 
Lisbon Process. The parallels between integration policy and business policy were seen 
in a series of task force reports (SOU 1996b, 1996c, 1996a; Departementsserien 2000) 
that have been produced since the mid 1990s and established the foundation for today’s 
Swedish integration measures.

Here too the buzzwords were lifelong learning, employability, entrepreneurship and 
ethnically run small companies, immigrants as a flexible resource for regional econom-
ic growth, and a presumably growth-stimulating “diversity management” in companies. 
This has also influenced the view of ”associations founded on ethnic grounds” (Ålund 
2005). Whereas the emphasis in the 1970s reforms of immigrant policy and state sup-
port measures lay in principle in the democratic participation and influence of immi-
grant organizations, now public benefit system focused on project support for associa-
tions with “integration-promoting” activities targeting “employability.” The ideational 
foundation for supporting immigrant organizations thus changed from a notion, in the 
mid 1970s, of potentially autonomous corporative actors in civil society (Borevi 2002 
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; Soininen 1999) towards a prescribed role as market-oriented interested parties in 
employment projects and local and regional “developmental partnerships” at the turn of 
the millennium (Andersson 2004; Ålund 2005).

The Swedish model’s political praxis, driven by an ideology of egalitarian income 
distribution and a quest for equal outcomes, has given way, also in the domain of 
integration policy, to an ideology and praxis driven by market incentives and focusing 
on equal opportunities. In other words, the goal is to create a level playing field for the 
agency of individuals. A considerable measure of social inequality is regarded, in this 
way of thinking, as a healthy incentive for innovation, entrepreneurship, and individual 
career motivation. But it is necessary to create institutional and structural conditions for 
fair play also for those who, for historical and structural reasons, have come to be “ex-
cluded” from the playing field. What is needed is now seen to be equal opportunities 
for the individual to be included in the game and thereby enhance her or his cultural 
and social “capital.”

The role of the state in this connection is to help eliminate historically accumulated 
obstacles preventing marginalized groups from functioning as actors and entrepreneurs 
in a market-driven society. Some measures in the last decade have manifestly targeted 
structural transformation. These include, for instance, the localizing of new university 
colleges in Malmö and in Södertörn and Kista in Stockholm in order to counteract 
segregation, ethnic marginalization, and social exclusion in “disadvantaged” neigh-
bourhoods. Also included is the move to introduce electives in the schools with the aim 
of providing young people with greater scope to individually manage and accumulate 
their educational capital. The ambitious Kunskapslyftet (Knowledge Boost) (Kun-
skapslyftet 2002) was launched after the turn of the millennium as a more temporary 
measure designed to upgrade educational levels on a broad front, including measures 
geared to immigrants whose education or qualifications had become outdated as a 
result, for example, of having been excluded from the labour market for long periods. 
State directives charging regional and local growth programmes with a binding respon-
sibility to promote gender equality, diversity, and integration can be seen as an endeav-
our to open up the partnership-driven developmental model of the post-national work-
fare regime and institutional and organizational frameworks to new actors, including 
immigrant organizations and so-called “ethnically run companies” (Andersson 2004).

Ethnic division of labour and racialized 
exclusion: some trends
Thus far (2005), however, integration policy and its programmatic ties to the norms and 
institutional practices of the new enterprise policy have not been able to break the trend 
of marginalization in terms of the labour market, which has loomed as one of Swedish 
society’s most controversial problems since the early 1990s. On the contrary, a number 
of trends over the past 15 years indicate that racialized exclusion has become perma-
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nent in a scope and character that markedly differs from the ethnically divided labour 
market in the heyday of the Swedish model. I will summarize some of these tendencies 
in the following.

Unemployment and employment
Higher unemployment and lower employment levels among immigrants are the indica-
tors of ethnic divisions of the Swedish labour market that have been elucidated best, 
at least in their general features. Nevertheless, there is still a dearth of in-depth stud-
ies that address the causes of the growing gaps in terms of structural and institutional 
change.

Although unemployment among the foreign-born declined somewhat apace with 
the drop in unemployment since the mid 1990s, the skewed distribution between native 
and foreign-born workers has not grown less striking. The proportion of unemployed 
people in the labour force among natives was 4.3 per cent in 2004, but 10.6 per cent 
among the foreign-born (Integrationsverket 2005: 21). However, this is merely a 
picture of the average. In fact it is primarily immigrants and citizens with background 
outside the OECD area who are affected. For instance, at the turn of the millennium 
the probability of being unemployed among foreign-born “Africans” and “Asians” who 
had been in Sweden between five and nine years was four times greater than for native 
Swedes. Even if we hold constant a number of factors such as  the individuals’ educa-
tion, age, marital status, and gender, the risk of being unemployed is twice as great – af-
ter 20 years in Sweden for this group (ibid.). The contrast between foreign- and native-
born individuals becomes extremely clear, however, if we consider the marked decline 
in employment during the same period. Here too there are major differences between 
different groups of foreign-born people, with those from Africa, Asia, or European 
countries outside the EU 15 being especially vulnerable.116

As in other old immigration countries in Europe, such as Germany, France, and 
Holland, since the 1980s the growing employment problems for immigrants in Sweden 
have at least partially been related to the outsourcing of jobs to new industrial zones 
across the globe. This, as with efficiency measures and technological development, has 
especially impacted jobs in the traditional base industries that employed most immi-
grants. It is important to consider ethnic discrimination in this context. Discrimination 
in terms of access to internal training and discrimination in connection with recruitment 
to work organizations with attractive working conditions can lead to lasting locking in 
of employees of foreign background in jobs in “occupational ghettos” that are exposed 
to competition, with physically and mentally stressful working conditions (Schierup, 
Paulson and Ålund 1994). Refugees who were granted residence permits during the 
1980s and 1990s faced an especially problematic situation, experiencing growing dif-

6   For detailed figures, see e.g. the annual reports from the Integration Agency and for a more detailed analysis 
Schierup, Hansen, and Castles (2006: Ch. 8).
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ficulty in getting established in the regulated, and more and more exclusive, formal 
Swedish labour market. This is probably related to altered institutional frameworks for 
receiving refugees (e.g. Schierup 1991b). But it is also a matter of discriminating prac-
tices in connection with the introduction of work organizations that generate ethnically 
homogeneous work groups (Augustsson 1996). This exacerbates the unequal ethnic 
division of labour within and across companies and work groups op.cit.; for an alterna-
tive perspective, see, e.g., \(Bevelander, 2000 #10;Scott, 1999 #134;Lundh, 2002 #80).

Company management seems often to ignore competence and qualifications among 
foreign-born workers from non-EU countries (Integrationsverket 2002: 41ff): 41ff). 
Detailed registry studies show that it is not possible to explain low levels of employ-
ment and high unemployment among the foreign-born by their level of education. To 
be sure, education does play a role, but to a lesser extent among the foreign-born than 
among natives, and certain categories of foreign-born workers are clearly more vulner-
able than others (e.g. Berggren and Omarsson 2001; Riksrevisionsverket 1992; Spal-
loni 1994; Schierup and Paulson 1994; Ekberg and Gustafsson 1995; Bevelander 2000; 
Hjerm 2002b). The lowest level of formal education is found among the foreign-born 
from other Nordic countries, which nevertheless have a strong position on the Swedish 
labour market. On the other hand, men born in Africa and Asia, for example, are clearly 
disfavoured regarding employment, even though they have an educational level corre-
sponding to that of Swedish-born men. Women of the same non-European origin have 
a level of education corresponding to that of women from other Nordic countries but a 
much inferior labour-market position (Integrationsverket 2002: 41ff ).

Moreover, the Employment Protection Act, LAS in Swedish (Lagen om anställn-
ingsskydd) seems to have contributed to a form of indirect institutional ethnic dis-
crimination (op.cit: 40ff). When companies are shut down or lay off employees, those 
of immigrant background are particularly affected owing to the fact that they, on the 
average, have less employment seniority than the native-born workers. Individuals who 
came to Sweden as refugees in the 1980s and 1990s are especially vulnerable to this 
indirect discrimination. Foreign-born people who have resided in the country for only 
a short time are used as a floating reserve labour force or buffer in the labour market. 
But many studies also show that the function of immigrants as a reserve army of labour 
also affects individuals with high employment seniority. It is therefore important to 
draw attention to more direct discrimination (op.cit. 44ff; Hjerm, 2002 #56}. Multi-
variate analyses that eliminate the effects of the over-representation of immigrants in 
“temporary jobs,” generally shorter time in the labour market, and furthermore control 
for age, gender, length of residence in Sweden, industrial sector, education, and union 
membership show that lay-off patterns during recessions, all else being equal, nonethe-
less impacts the foreign-born more severely than natives (Arai and Vilhelmsson 2002 
; Integrationsverket 2002: 45). This can hardly be explained by any more limited com-
mand of Swedish (Arai, Regnér and Schröder 1999; Vilhelmsson 2002; Integrations-
verket 2002: 49): 49.
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A special category with a marginalized position on the labour market are the 
foreign-born with long seniority and long residency in Sweden who are retired early 
owing to the effects of poor health and long periods in the most strenuous jobs on the 
labour market (Paulson 1994). But this too, according to Schierup, Paulson, and Ålund 
(1994), can partially be explained by earlier discrimination regarding access to internal 
training and the opportunity to advance to less strenuous and more stimulating and 
independent work duties.

Ethnic division of labour and occupational ghettos
Existing statistical studies thus portray a markedly ethically stratified labour market 
regarding unemployment and level of employment. However, a reasonable picture 
of the true complexity of ethnic divisions of labour and inequality requires detailed 
industrial sector and company specific studies as well as studies of stratification and 
reorganization of various industries {see, for example, \Ohlsson, 1978 #98; Schierup, 
1994 #191}. However, such studies, especially recent ones, are scarce in Sweden. It 
is reasonable to assume that the lack of this type of research is related to the exces-
sive focus on employment problems and participation in the labour market that has 
dominated. This in turn could find its explanation in the role of immigrant workers as a 
reserve labour force (de los Reyes 2001).

Rapport (Report) Integration 2002 (Integrationsverket 2002: 55) provides an 
overview of the distribution of employment across industrial sectors and occupational 
categories, as well as a rough picture of the nature of employment for groups of vary-
ing backgrounds. Foreign-born employees are thus found primarily in industries with 
a high proportion of unskilled occupations. In other words, many work duties do not 
require any study-related qualifications: segments of industry, hotel and restaurant, and 
other private service. The chances of having a “skilled job” are considerably lower for 
the foreign-born from countries outside the EU (15) and the EEA than for the native-
born with the same level of education, age, gender, and marital status; for instance, 
60% lower for persons born in Africa who have resided in Sweden for at least four 
years. Rapport Integration 2003 (Integrationsverket 2003: 101) concludes moreover, 
on the basis of existing studies (Berggren and Omarsson 2001; Ekberg and Rooth 
2003), that many employees with higher education degrees from countries outside 
Western Europe have wound up in unskilled jobs, even though they have been Sweden 
for as long as 16 to 25 years.

Disparities between education and the chance to get a skilled job can be reproduced 
and aggravated against the background of a discriminating validation system for for-
eign education. Persons born outside the EU and the EEA are thus held to a more rigor-
ous assessment than persons born in an EU country (Integrationsverket 2003: 139 – 56). 
A comparative study of immigrants’ working conditions (Hjerm 2002a), based on ULF 
(1995 – 2000),brings to light further dimensions to ethnic divisions of the labour market 
regarding the relationship between qualifications, the nature of the work, and country 
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of birth. Thus employees with post-secondary education born in the “Middle East” and 
the former Yugoslavia perceive between three and four times as often as employees 
with the same educational background born in Sweden that they have jobs character-
ized by ”stressful and monotonous work” (op.cit.: 110). These patterns are confirmed 
by, among other things, a report from the Institute for Labour Market Policy Evaluation 
(IFAU) that demonstrates a sharp increase in ethnic segregation in the labour market 
since the mid 1980s (Norström Skans and Åslund 2005). This segregation coincides 
with marked income gaps (Hjerm 2001).

Atypical jobs, welfare dependency, and poverty: from 
unemployment to “hyper-casualization”
An important indicator of the quality of employment for the foreign-born is their 
over-representation in so-called “atypical jobs” (Jonsson and Wallette 2001). More 
precisely, this means short part-time jobs and temporary limited-term jobs, uncertain 
project-related jobs with no job security, and also jobs tied to more or less obligatory 
public employment measures. Taken together, these entail a lower standard of unem-
ployment insurance and social insurance, as well as lower and uncertain pensions. Both 
native- and foreign-born people, women and men, are more and more often employed 
in limited-term jobs, but the increase is much more rapid for the foreign-born than for 
natives. This is true of both foreign-born men and foreign-born women. However, the 
trend for foreign-born men starts from a statistically considerably lower level than for 
foreign-born women – who today are by far most often temporary employees. Foreign-
born men currently have roughly the same proportion of limited-term employment as 
native-born women (Integrationsverket 2005: 22ff): 22ff). But here too the picture de-
pends on where the individuals were born. The above-mentioned ULF material, which 
gives an account of a cross-section of the 1990s, indicates that employees born in the 
former Yugoslavia are nearly three times more often than Swedish-born employees, 
and persons born in the Middle East nearly four times more often, employed in limited-
term jobs (Hjerm 2002b: 91). This markedly uneven distribution also applies to those 
with a long period of residence (more than 10 years) in Sweden.

Moreover, a larger proportion of foreign-born individuals have been totally ex-
cluded from the formal labour market and the unemployment insurance system. One 
indication of this is a growing dependency on social benefits since the early 1990s 
e.g. (Lundh et al. 2002: 58ff). In the 1970s this proportion of households of foreign-
born people that were dependent on social benefits was roughly the Swedish average. 
In the 1990s this figure soared (Franzén 2001 ; Vogel 2002: 54). This, as with long-
term unemployment and lack of employment, has primarily affected immigrants with 
backgrounds outside the EU 15 and the EEA. Survey material from ULF also shows 
that, during 1993 – 2000, individuals born in former Yugoslavia and in the Middle East 
and Africa ran more than ten times the risk of being dependent on social benefits than 
native Swedes.
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Unlike the 1970s and 1980s, high unemployment, declining employment, and ex-
clusion from the labour market as well as dependency on dwindling transfer of income 
from a more restrictive benefit system have without doubt come to be one of the key 
causes of the rapidly growing income differentials between Swedish-born and foreign-
born individuals (Vogel 2002) ULF data (Vogel 2002: 37 – 8) from 1993 – 2000 show 
that individuals born in Turkey, the former Yugoslavia, and Africa and “the Middle 
East” had incomes below the norm for social benefits five to six times more often than 
Swedish born people, which seems to persist even after many years (ten years or more) 
in Sweden. Slavnic (2000; Slavnic 2002) points to situations in which these new poor 
people wind up in a grey zone between a more and more restrictive benefit system and 
the most uncertain – and the most exposed to competition – parts of a growing informal 
sector of the labour market. This appears to pave the way for a situation that the Jordan 
{, 1996 #65} has called hyper-casualization. That is to say, an uncertain existence on 
the margins of a sagging and more and more disciplining public welfare system com-
bined with uncertain and insecure jobs in a burgeoning informal sector of the economy 
and labour market (see also Slavnic 2005).

These marginalizing processes have systematically impacted immigrants and their 
children with backgrounds in countries outside the OECD area. They are concentrated 
in the segregated multi-ethnic suburbs of major cities – the so-called disadvantaged 
neighbourhoods that decades of selective housing policies and a tough and ethnically 
segmented urban labour market have relegated immigrants and their children to, to-
gether with people on early pensions and disability pensions, poorly paid sole provid-
ers, and other socially vulnerable groups. Here there are connections between ethnic 
segregation, benefit dependency, poverty (e.g. Socialstyrelsen 2006: 186 – 239) and an 
uncertain and marginal connection to the less regulated segment of the labour market, 
including the grey or informal sector – connections that remain insufficiently examined, 
despite extensive research and task force activities addressing urban issues since the 
mid 1990s.

The labour market’s grey zone
The informal or “grey” economy’s proportion in Sweden has long been negligible com-
pared with the extensive informal economy in Southern Europe, but also less preva-
lent than in Germany and most other countries in Northwestern Europe. A relatively 
generous Swedish welfare system has rendered the informal sector’s mostly low-wage 
service jobs unattractive to a growing group of benefit-dependent people of immigrant 
backgrounds, just as they are to other inhabitants of the country. Thereby the “irregu-
lar” or “informal” (black or grey) labour market in Sweden has mainly been limited 
to “moonlighting” carried out by individuals who already had jobs within the formal, 
regulated sector of the labour market. A factor of central importance for limiting infor-
mal work activities is, however, the high level of union organization ((Hjarnø 2003). 
In large parts of the rest of Europe, “regulation” of the informal sector and irregular 
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migration has been marked by ineffective state control and recurring police raids. But 
in Sweden and Scandinavia an irregular labour market and, with it, undocumented 
immigration have traditionally been blocked by the presence of unions even in small 
workplaces with collective agreements.

Today, especially following the expansion of the EU in 2004, the situation is chang-
ing radically. There can hardly be said to be any coherent union preparedness to deal 
with new types of migration and the social situation that confronts migrant workers and 
underground refugees in the informal labour market that falls outside the established 
cooperation between unions and employer organizations. Of interest in this context is, 
furthermore, a particular grey zone that has started to spring up in the Swedish labour 
market as a result of the EU’s so-called “services directive.” Employers in the new 
member countries interpret this directive as a right to operate in Sweden at the wage 
levels current in the country in which they are registered. These foreign-registered 
firms normally function as subcontractors to large Swedish companies. In many cases 
they are in fact foreign-registered individual “business owners” who are mediated by 
special recruiting agencies. But this is often a cover that allows the companies, on the 
one hand, to make use of immigrant workers at wages that are far below the levels set 
by Swedish collective agreements and, on the other hand, to ignore regulations govern-
ing working hours and safety, which in turn leads to a great number of work accidents 
among these new “Gastarbeiter” (Pettersson, Mårtensson and Bardh 2004). This type 
of arrangement has become particularly widespread in the construction sector, tra-
ditionally one of the most highly regulated segments of the Swedish labour market. 
Recruitment agencies have specialized in mediating cheap labour also to agriculture, 
to industrial companies, to the cleaning and restaurant industries, and to household 
services.

At the same time there is growing unregulated immigration of so-called “undocu-
mented migrants,” most of whom are hyper-exploited with extremely low wages and 
poor working conditions (Johansson, Johansson and Rahman 2005). Cases are being 
uncovered by investigative journalists (Ernsjöö Rappe and Strannegaard 2004), and a 
few labour union reports  have been published  (e.g. Pettersson, Mårtensson and Bardh 
2004). Among other factors, this is about the rising number of refugees who, as a result 
of tougher asylum praxis, are forced to hide from the police and authorities and who 
have become the most heavily exploited category in the unregulated labour market.

However, the issue of “illegal” or “undocumented” immigration is an area that has 
received little attention in Sweden (Johansson, Johansson and Rahman 2005). In this 
respect, Sweden differs from other parts of Europe, especially Southern Europe, where 
research has been intensive. Among other things, it has been shown how the formal and 
informal economic sectors are intertwined when it comes to the function of unregulated 
immigration. Several studies (e.g. Veiga 1999; Malheiros 1999; Fakiolas 2000) show, 
for example, how networks of large commercial banks, trading houses, construction 
firms, industrial groups, and various state parties systematically pass on the risks and 
costs to subcontractors with immigrant backgrounds that operate in various niches 
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of the labour market. These subcontractors in turn employ workers from networks 
of socially marginalized ethnic minorities (e.g. Mitter 1986; Slavnic 2005) or among 
undocumented (and illegalized) workers who have hardly any rights. It is thus mainly 
insecure low-wage jobs in small companies that are manned with undocumented im-
migrant workers. Larger companies find it difficult to directly employ undocumented 
labour owing to “stricter state control, internal bureaucratic procedures, union resist-
ance, and prestige” (Fakiolas 2000: 64). But when small companies in the informal 
sector carry out commissioned work for companies in the formal sector, the cumulative 
gains from overexploiting undocumented workers is passed on upwards in the hierar-
chy of companies. It is precisely the hidden existence of undocumented workers that is 
the precondition for the degree of “flexibility” that unregulated immigration offers. At 
the same time this function for companies is upheld by continuous oppression in soci-
ety outside the workplace, in the form of police raids and deportations, which precludes 
organizing and the acquisition of social, civil, and political rights. This regime helps 
maintain the subordinated position of underground immigrant workers in the hierarchy 
of companies and their subcontractors.

In Sweden – as in the EU in general – the broader context for the exploitation of un-
derground refugees has come about on the background of a long and drawn-out politi-
cal pat position in the relationship between completely or partially opposing interests. 
In parallel with a clear surge in the Swedish economy in the latter half of the 1990s, 
politicians, intellectuals, and business spokespeople of a neo-liberal persuasion started 
at regular intervals to advocate liberal cosmopolitanism, with historical precedent in a 
buzzword of the early post-war period regarding the “free exchange of people.” They 
have declared their general openness to immigration for economic reasons, but now 
with a de facto defunct Geneva Convention as ballast. Thus Svenskt Näringsliv (Con-
federation of Swedish Enterprise) (Fahimi 2001) presents an opening to the global 
labour market and a renewed importation of workers as a precondition for continued 
economic growth and social welfare, but also as a human right for prospective labour 
migrants. This is put forward as a measure to counter a stringent and counterproduc-
tive policy of migration control, a hyper-regulated labour market, and union monopoly. 
Thus business argues for a renewal of labour-market-related immigration to Sweden. 
But this does not necessarily mean general inclusion under the umbrella of the general 
welfare system that has been a pillar of Swedish immigration and immigrant/integra-
tion policy since the Second World War (e.g. Erikson 2005).

Unions, struggling to control the consequences of EU-related deregulation of the 
labour market, continue on their part to stress the overarching goal of defending estab-
lished norms for welfare and labour-market regulation and the importance of dealing 
with unemployed and benefit-dependent immigrants with permanent residency permits 
in Sweden before considering any form of renewed importation of workers on a large 
scale. In this connection they also point to a need to prioritize equal opportunities for 
native- and foreign-born people in the labour market and welfare system ahead of any 
renewed large-scale importation of labour from countries outside the EU. In contrast 
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to the situation in several other EU countries, the unions are consistently against – thus 
far – the introduction of a guest workers system (LO 2001).

At the same time, the veritable shipwreck of Swedish asylum policy threatens to 
block the refugee immigration that, in practice since the mid 1970s, together with im-
migration of relatives, has functioned as Sweden’s supply of workers from the inter-
national migration system. The background is the harmonization of Swedish policy 
and legislation (Proposition 1997; see alsoSOU 1995) with the Schengen Agreement. 
Through the de facto elimination of the distinctions between asylum seekers and so-
called “illegals,” migrant workers, and a stigmatizing and criminalizing of the latter, 
the way has been smoothed for exploitation of hiding refugees in the informal economy 
and a threatening debacle for the fundamental principles that post-war Swedish migra-
tion/integration policy has rested on (Schierup, Hansen and Castles 2006, Chs. 3 and 
10). These developments prompted, for the first time In Sweden, an inflamed political 
debate in 2005 about a “general amnesty.”

The self-employed
Programmes designed to increase self-employment have been put forward as an urgent 
strategy for inclusion in working life (SOU 1996c, 1999; Departementsserien 2000). 

State measures to this end have helped to further increase the over-representation of 
foreign-born individuals from non-OECD countries and their children in the category 
of the self-employed (Hammarstedt 2001; Scott 1999).

With a low level of education, the probability increases that an individual is self-
employed, which probably means that poorly educated people see self-employment 
as an opportunity to get out of unemployment and benefit-dependency (Lundh et al. 
2002: 35). Self-employment provides niches for people of immigrant background with 
marginal positions in the labour market, but it does not offer the career opportunities 
and income development that unlimited-term employees have (e.g. Hjerm 2001). Thus 
the positive impact on income that is shown in a number of studies from the US (e.g. 
Light and Rosenstein 1995; Waldinger 1996) seems to elude self-employed groups of 
immigrant background in Sweden (Hjerm 2001). Many small companies with meagre 
economic margins, social insecurity, very long working hours, and lack of unemploy-
ment insurance find it hard to buy into the Swedish social security system (Levin and 
Weström 2001).

Levin and Weström (op.cit.) point out that different forms of institutional discrimi-
nation also affect the possibility of starting and running successful companies. Lack 
of financing contributes to a concentration of small companies operated by individu-
als with immigrant backgrounds in less investment-intensive – but also less attractive 
and less profitable – parts of the service sector. This, in turn, may be the result of the 
incapacity or unwillingness among banks and other financiers to value actual experi-
ences and qualifications among loan-seekers. Discrimination can force entrepreneurs of 
immigrant background to become dependent on informal financing channels through 
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ethnic networks (Lundqvist 2005), although a majority of business-owners with immi-
grant backgrounds seem to regard precisely financing from loan institutes as the most 
central condition for them to be able to run a company (Levin and Weström 2001).

The children of immigrants
Children to immigrants who were born in Sweden or children of foreign-born people 
who came to Sweden as dependents in pre-school or compulsory-school ages – the 
so-called second generation – seem to encounter similar obstacles in the labour market 
as their parents – with the exception of those of Nordic background (Integrationsverket 
2002: 48ff ). Young foreign-born individuals who immigrated as dependents after the 
age of seven run three times the risk of being unemployed than young people born in 
Sweden. Also, those born in Sweden with (two) foreign-born parents run a 40 per cent 
higher risk of being unemployed than children born to two Swedish parents.

Young people with backgrounds outside Europe are, like their foreign-born parents, 
especially vulnerable (Ålund 1997; Behtoui 2004; Lundh et al. 2002), with nearly four 
times the risk of being unemployed compared with persons with two Swedish parents 
(Lundh et al. 2002). Children of employed foreign-born individuals also have lower 
incomes than children of Swedish-born parents, and children of the unemployed or 
employees in low-wage occupations have a particularly high risk of being marginal-
ized (Vilhelmsson 2002). This can create a vulnerability that is reinforced generation 
after generation. But what is especially worrisome and indicates that discrimination 
is important also in a longer perspective is that children of foreign-born people seems 
to be clearly disfavoured even if one holds constant factors like how well they speak 
Swedish and their parents’ educational level and position on the labour market. Chil-
dren of foreign-born parents with better grades than children of Swedish-born parents 
run twice the risk of winding up unemployed (Lundh et al. 2002: 74). It is probable, 
maintains Behtoui(2004), that these patterns are reproduced because the foreign-born 
and their children do not have access to contact networks that promote an individual’s 
personal career in a society and in a labour market where companies prefer to make use 
of informal recruitment channels.

What is described as a cause of deep concern (SOU 2003) is the category of so-
called “young outsiders” who have become an apparently permanent part of the Swed-
ish “vertical mosaic” since the early 1990s, that is, young people between the ages of 
16 and 24 who are neither pursuing studies, are registered as unemployed, nor receive 
social benefits. These are often young people with only lower-secondary education. 
Young people of immigrant background are clearly over-represented in the category of 
“young outsiders” and among young people receiving social benefits (Olofsson 2005).

Meanwhile looking at developments since the 1990s, more and more young people 
of immigrant background are dropping out of upper-secondary school (op.cit.). This 
may be, according to Reza Eyrumlü (1992) in the book Turkar möter Sverige (Turks 
Meet Sweden), a matter of a kind of self-fulfilling prophecy whereby young people 
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of immigrant and working-class background, against the backdrop of the “first gen-
eration’s” negative experiences, reach the logical conclusion that education and any 
pursuit of a professional career does not pay, no matter what. This is understandable, 
given the relatively lesser value that education has for those who were born outside the 
EU 15 or the EEA compared with those born in Sweden. It becomes even more under-
standable if we also consider the clear tendency for this burden to be transmitted to the 
next generation. In this connection many young people of immigrant background seem 
to regard self-employment or the grey labour market as a way out of social margin-
alization and also see a discriminating and ethnically partitioned labour market as an 
alternative to education (Lundqvist 2005; Eyrumlü 1992).

The political price of exclusion
During the 1970s and 1980s, strong unions and the institutions of the welfare state 
at least partially prevented the exclusionary tendencies of the stratified ethnic labour 
market and discrimination, and immigrants and their children were able to enjoy a rela-
tively high level of social security. (Nearly) full employment, the solidarity-based wage 
policy, the active labour-market policy, and the general welfare policy’s rights-based 
social citizenship counteracted social exclusion and poverty. In contrast to this, over the 
last 15 years tendencies towards racialization of the labour market and in the welfare 
system paint a scenario in which the situation of a number of social groups has come to 
correspond to the original definition of the concept of social exclusion, as determined 
by the Poverty Programme and the European Commission. That is, “exclusion from 
full citizenship,” with everything that involves regarding rights and opportunities for 
equal participation in the labour market, in the welfare system, in the educational sys-
tem, in politics, and in cultural life.

Marginalization from the labour market and increasingly from the general welfare 
system is matched by a lack of true access to political channels and influence through 
the institutions of the democratic system (Dahlstedt 2004). This is hardly a matter of 
“lack of information” regarding the rules of the democratic system. Seen from society’s 
racialized “backyards” (op.cit.) it seems rather to express uncertainty as to whether 
they can actually see themselves, or more precisely, whether they have the right to see 
themselves as citizens with real social and political rights. This situation is fully in line 
with the thesis (Ryner 2000) that deepened marginalization reinforces a latent ambiva-
lent position in the welfare state. On the one hand, migrants and new ethnic minori-
ties are confronted by each other in the segments of the labour market that are most 
exposed to competition. But, on the other hand, they can also create or be forced to 
exploit unregulated economic niches precisely as a result of this marginalized position 
(op.cit. 53), including new income opportunities generated through a growing infor-
malization of the economy and the labour market. In this perspective – given current 
developments in the economy, the labour market, and the welfare state – real income 
opportunities and living conditions can paradoxically come to result from the grow-
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ing social inequality and the polarization of the labour market rather than from social 
levelling and inclusion in the complex of citizenship rights. This ambivalent position is 
aggravated by a lack of solidarity on the part of unions (Mulinari and Neergaard 2004) 
and exploited by populist movements. The political base of the strong welfare state is 
becoming fragmented in parallel with the confrontation of various groups of migrants 
and new ethnic minorities with each other, and with other groups belonging to the tra-
ditional political advocates of the welfare state among the majority, in the segments of 
the labour market that are exposed to the most competition.

The struggle against discrimination in Europe – an expanded playing field?
In parallel to deepening exclusion, social and political fragmentation, and ambiva-
lence among immigrants and their children, we have also seen a truly marked political 
turn since the latter half of the 1990s, which offers possible avenues for change. The 
revaluation of Swedish immigrant policy and the consensus surrounding a new integra-
tion policy in the 1990s came to create an ideological foundation for a breaking up of 
the closed ethnicity-focused view of the national community (see further discussion in 
Schierup, Hansen and Castles 2006, Ch 8). Compared with the exclusionary discourses 
on ‘immigrant culture’ that dominated the Swedish political arena in the late 1980s, 
new possibilities for action have been created: an expanded playing field with the 
potential of renegotiating the premises for social belonging. Migrants and their chil-
dren from backgrounds outside the EU and OECD countries have managed more and 
more to gain access to the elites of politics and cultural life and assumed administrative 
positions as civil servants in state institutions, locally and nationally. New forms for 
ethnic and trans-ethnic organization (Ålund & Reichel 2005) have been manifested in 
the public arena. Anti-racist networks and institutions are helping to mobilize immi-
grants and later generations to defend citizens’ rights and against discrimination and 
social exclusion. Moreover, significant critical research and social debates have called 
into question racialized and discriminating discourses in the media, in politics, and in 
the operational plans of public authorities and of corporations – as well as in academia’s 
professional and public spheres of activities. Critical research has also helped bring 
attention to the slippage between the inclusionary rhetoric in state directives about 
“integration and diversity” and the everyday, often exclusionary institutional practices 
of “diversity management.”

Potential for change hinges not least on the fact that the new integration policy seri-
ously began to place the issue of ethnic discrimination on the agenda. For decades the 
Swedish model gave priority to corporative solutions the problems of social exclusion 
(Graham & Soininen 1998; Soininen 1999) ahead of binding legal measures against 
discrimination focused on equal rights for the individual. However, the more stringent 
EU-harmonized legislation against discrimination that was introduced at the turn of the 
millennium represents a decisive break with previous Swedish praxis that took the form 
of a regulation of labour-market relations based on the consensus of the social partners.
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The Swedish model’s hidden question
However, the development of policies and legislation against ethnic discrimination is 
hardly the result of a radical mental and ideological conversion among the social part-
ners. It is rather tied to the growing concern among European and domestic political 
elites in the face of increasing segregation, social exclusion, and the social and political 
“unrest” in disadvantaged urban areas. There is a pragmatic awareness of these ques-
tions at the European level, which has found expression in the development of new 
guidelines, directives, and institutions within the European Union since the mid 1990s 
(Schierup, Hansen and Castles 2006, Ch. 3). Deepening integration in the European 
Union – which also entails a harmonization in relation to the Commission’s declara-
tions of principles, directives, and developmental programmes focusing on racism and 
discrimination and their more stringent requirements concerning equal treatment in the 
labour market and society – is thus a key factor in the marked turn that has taken place 
over the last decade regarding political positions and legislation about ethnic discrimi-
nation in Sweden: the best- and longest-hidden question of the corporative Swedish 
model.

Consensus solutions involving the labour-market parties as key actors dominated 
the first four decades after the Second World War in terms of the shaping and imple-
mentation of both immigrant policy and immigration policy (Öberg, 1994 #178; Gra-
ham, 1998 #47; Soininen, 2002 #145). Just as in the Swedish welfare model in general, 
the hegemony of SAP has promoted political continuity and overarching consensus-
building processes. However, the consensus between labour and capital, left and right, 
has blocked the development of binding legally sanctioned legislation against discrimi-
nation. According to Swedish praxis, discrimination on ethnic grounds was mainly 
to be regulated through the general labour-market and welfare policies and through 
information measures, persuasion, and cultural consciousness-raising, administered 
by the labour-market parties and relevant sector bodies: a so-called soft-law approach 
(Soininen 2002). The business community and the unions perceived expanded and 
binding legally sanctioned legislation against ethnic discrimination as conflicting with 
the collective-agreement principles of the established Swedish labour-market system.

With the institution of the Ombudsman in 1986, whose work was regulated by the 
Act against Ethnic Discrimination of the same year (SFS 1986), Sweden acquired its 
first body specially addressing ethnic discrimination. The Ombudsman institution was 
initiated at a time marked by growing marginalization of immigrants on the labour 
market. But legislative measures were still received without enthusiasm by business 
and unions. The Ombudsman institution was also primarily oriented towards soft law 
measures, but it had a wider impact in insisting on further legislation (Soininen 2002). 
However, only with the Act Against Ethnic Discrimination in Working Life from 1999 
(SFS 1999) was binding legislation introduced to combat proven discrimination. The 
focus shifted meanwhile from direct discrimination and obvious forms of racism to 
indirect institutional discrimination and racism. Unlike previous legislation, the 1999 
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Act also stressed the importance of changing actual behaviours and not only attitudes 
(Soininen 2002).

Principles gathered from binding legislation against ethnic discrimination and 
racism in the US, the UK, the Netherlands, and Canada, which had been included in 
EU legislation, were thereby also incorporated into Swedish legislation (SOU 1997; 
Soininen and Graham 2000).7 In line with EU directives from the turn of the millen-
nium, the law also introduced a new ethical standard for positive measures resting with 
employers (op.cit.). These involve measures to change the organization of work by 
increasing the so-called “diversity” of the workforce.8  This indirect and proactive strat-
egy to counteract discrimination seems to harmonize better with traditional Swedish 
praxis and the pragmatic interests of the parties than direct and legally binding decrees. 
It is therefore not surprising that this political concept of diversity – first launched in the 
1997 bill (Proposition 1998) and next as an important part of the legislation against dis-
crimination in the workplace – has come to dominate the public discourse, and to some 
extent institutional practice. Diversity programmes and diversity plans (like gender 
equality plans) have become obligatory in the public sector. Both unions and private 
business have come to be exposed to moral pressure to initiate and support an expected 
inclusionary form of diversity management.

Experiences from the US
In summary, Sweden’s EU-related anti-discrimination policy and sanctioned diversity-
management policy fundamentally corresponds to a long-established anti-racist regime 
and the legislative regulatory framework in liberal states like the US and the UK, coun-
tries with a long history of immigration and established praxis for dealing with rela-
tions and conflicts in a multi-ethnic society. At the same time – given the developments 
of the last 15 years in the labour market and society – legislation operates de facto 
under societal conditions that in a number of respects are reminiscent of the social and 
labour-market relations typical of these market-liberal states: growing ethnic fragmen-
tation and various forms of structurally based new poverty among socially excluded, 
both outside and within working life (Schierup, Hansen and Castles 2006, Ch. 4).

7   The  subsequent 2003 Act (SFS 2003) came to deepen this integration of Swedish legislation against discrimi-
nation with EU legislation and international legislation in general.

8   The foundations and importance of diversity policies have been questioned by several researchers. Diversity 
is a both controversial and ambiguous concept. Without being related to a deeper understanding of social struc-
tures, organizations, and institutional regulatory systems and routines, and with a detailed analysis of complex 
relationships of difference and their background and preconditions, the concept’s potential for change can be 
doubted (de los Reyes 2001). If “diversity” is one-sidedly tied to profitability, it can come to mark a distance to 
norms of social justice, warns de los Reyes (op.cit.), and thereby ultimately entail a step backward for the posi-
tion of women and the new ethnic minorities in working life. Soininen (Soininen 2002: 11) sees a danger that 
diversity management, in the form of a market-oriented human-capital policy approach, may come to push aside 
the overarching citizenship rights perspective that binding, legally sanctioned anti-discrimination legislation is 
predicated on.
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This makes it all the more important to study and learn from the rich experiences 
from, above all, the US, regarding policies and measures against discrimination and 
social exclusion. As the American sociologist William Julius Wilson (e.g. 1987) has put 
forward in his studies of poor black “ghettos” in major US cities, a liberal anti-discrim-
ination policy as such is able, at best, to create opportunities for a relatively resource-
strong but comparatively limited stratum among racialized population groups to pursue 
careers in the economy, administration, educational system, cultural life, or politics. 
To be sure, the American experience is without doubt a history marked by extreme 
racism and discrimination that has led to the accumulation of a sorely disadvantageous 
political and economic position for the black population of the US. But the extreme 
poverty and exclusion that has characterized African-American urban ghettos since the 
mid 1970s cannot be explained without taking into consideration comprehensive global 
economic changes and a radical restructuring of the economy and labour market in the 
US (Wilson 1999). As Wilson maintains, it is a matter of a structural economic trans-
formation of a character that affects a great many groups in society but has entailed 
especially grievous consequences for the black population of the US owing to their 
structurally exposed situation in this profoundly racialized class society. But precisely 
because the exclusion of these truly disadvantaged (Wilson 1987) is determined by an 
overarching economic transformation and by restructuring processes of a more general 
nature, a policy that one-sidedly or exclusively focuses on measures against racism 
and discrimination and affirmative action for minorities on the basis of racial or ethnic 
categorization can lead to unintended consequences (Wilson 1999).

In a US where welfare policies and the vision of “good jobs” have capitulated 
(Aronowitz 2001), according to Wilson (Wilson 1987), attractive educational opportu-
nities and jobs earmarked for certain minority groups are made use of by resource-rich 
people with effective social networks. Legislation against discrimination and “affirma-
tive action” have indeed strongly contributed to an increase in the number of African 
Americans who have gained access to economic, political, and cultural elites in the 
US. But rather than leading to a comprehensive positive cumulative process, this has 
simultaneously drained black neighbourhoods in big cities of resourceful individuals, 
families, and networks that held up the economic infrastructure, political mobilization, 
and social and cultural institutions. As a consequence, the lack of anticipated results 
from legislation against race discrimination and affirmative action in the “war on 
poverty” led to the spread of disappointment and resignation among liberal civil rights 
activists in the US during the 1980s. This in turn left the field open for conservative 
and neo-liberal disciplinary strategies (Wilson 1987). Thus, an authoritarian workfare 
policy that was instituted in the 1990s forced poor African Americans to compete with 
groups of recent immigrants from Latin America and Asia in a growing, uncertain, 
competitive, and informalized low-wage labour market. In tandem with the introduc-
tion of workfare and increased competition among the working poor at the bottom of 
society, the ethno-racial ghetto’s economically segregating urban “prison” (to use Löic 
Wacquant’s {, 2000 #163} sardonic wording) was transformed into a judicial surrogate 
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ghetto within an economically flourishing American incarceration industry (see Parenti 
2000) – a privatized post-modern substitute for a failed welfare policy.9

As Wilson {, 1999 #171} sees it, the American experiences actually demonstrate 
that a sustainable alternative policy requires a combination of forceful measures against 
institutional and structural discrimination and structurally transformational social 
policy and labour-market policy reforms in which social citizenship and a comprehen-
sive complex of rights are in focus. A political base for such a complex reform pro-
gramme must be based on broad alliances between “the truly disadvantaged” and other 
groups impacted by the consequences of global economic transformation (op.cit.). A 
radical anti-racist policy and one-sided efforts for affirmative action with no connection 
to structurally transformative reforms that can mobilize broader political alliances can 
ultimately lead to fragmentation, isolation, and powerlessness.10

Marginalizing multi-ethnic neighbourhoods in Europe and Sweden, where the 
migration of migrants has been concentrated during the last decade, can (as yet) hardly 
be compared to the ghettos of poor people in the US {see \Bunar, 2000 #15; Schierup, 
2006 #133, Ch. 4}. The presence of formal welfare-state and political institutions in 
poor local communities is far more palpable in Sweden and Europe than in the US. 
Nevertheless there are significant general tendencies in Sweden that correspond to 
American “race”/class dynamics. In the past 15 years a rising number of immigrants 
from countries outside the privileged EU 15 – or perhaps more often their chil-
dren – have been included in skilled occupations within the formal labour market and in 
the elites of Swedish society in the economy, politics, and cultural life; but this is tak-
ing place with no concurrent slowing down of developments towards a concentration of 
a growing number of “disadvantaged” racialized Others in segregated neighbourhoods 
and in the worst occupational ghettos of the labour market.

The political economy of exclusion – alternative routes?
Are there any major social reconstruction projects in Sweden today? A project that can 
address the complex mission that Wilson points to, combining a forward-looking inte-
gration policy and a long-term anti-discrimination project with an overarching policy 
for social, economic, and political reform and reconstruction? This question justifies a 
brief review of the Swedish model, its crisis, and its transformation.

One of the fundamental features of the model was a combination of the employment 
line as an overarching strategy for social policy (Junestav 2004) with a working life 

9   Here in the “surrogate ghetto” of the prison (Wacquant 2002) , at the turn of the millennium, poor black ghetto 
dwellers were dramatically over-represented among more than 2 million interns (Office for National Statistics 
2004; Shane 2003).

10   A similar argument is put forward by Martin Luther King (Luther King 1967) in his last book, Where do We 
Go from Here? Chaos or Community, in which King takes various black leaders to task for their new radical 
anti-racist movements.
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characterized by a high degree of union influence, employment security, and worker 
protection. In its heyday, this was the basis for a high degree of decommodification. 
The emergence of low-wage ghettos was blocked by shielding employees from the 
most negative effects of sudden ups and downs of the business cycle. Norms for a 
regulated and humanized working life as an engine of rationalization were intended to 
optimize long-term competitiveness as opposed to allowing the short-term demands 
and swings of the global market to determine the structuring of the national labour mar-
ket. The Swedish model was the world leader when it came to committing resources 
to an active labour-market policy, and this was matched by a corresponding constraint 
regarding income-compensating unemployment benefits. In actual fact, the Swed-
ish employment line represented a radical and thoroughgoing workfare strategy and 
thereby functioned as an alternative to any clientifying dependency on unemployment 
benefits and social welfare payments. Workfare in its Anglo-Saxon and neo-liberal form 
from the 1990s came to be synonymous, in a wider sense, with a disciplining adapta-
tion of marginalized population groups to the insecure and inferior market-exposed 
low-wage ghettos of working life (Myles 1996; Katz 1996; King 1999). By contrast, 
the original employment line was intended, as the linchpin of Swedish social policy, in 
accordance with the basic tenets of the Rehn-Meidner programme, to do just the op-
posite – to eliminate these ghettos and in the long term to consolidate and strengthen the 
negotiating position of wage labour vis-à-vis capital.

But without its structural undergirding, full employment, or the political power to 
sustain it, and given the altered nature of the employment line, the vision of The Swed-
ish Model as a framework surrounding social justice and “welfare for all” has today be-
come an ever more fictitious being. Exclusionary processes seem to harbour a dynamic 
in which a degenerate welfare corporatism is combined with the hyper-exploitation in a 
multiplicity of unregulated submarkets for labour. A still strictly regulated and pro-
tected primary labour market is changing, step by step, in nature from the cog-wheel 
and guarantor of the social dimension to a sort of gated community. It is indeed true 
that selective and conditional recruitment in the name of “diversity” is helping a vary-
ing number of ethnified Others to surmount the barriers of the protected labour market. 
But a growing and disproportionate number of those who remain outside are people of 
immigrant background, often regardless of their actual educational level, qualifications, 
and previous work experience. For these people, the radical change in the employment 
line threatens to deflate their social citizenship, or to set it aside.

One reaction to the striking socio-political debacle of the traditional active labour-
market policy (Junestav 2004) has been, as has previously been done in the Swedish 
debate, to develop a decentralized so-called third employment line (Olofsson 2005b). 
This has been presented as an offensive successor to the centralized Rehn-Meidner 
politico-economic programme and the traditional Swedish model. It incorporates 
flexible local and regional developmental initiatives, clusters of small companies, 
network-based control systems, and decentralized forms of collaboration or “partner-
ship” between private business and the public sector, mobilizing “civil” society in the 
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development of the business community – contexts in which unions are included as 
only one of several different categories of “stakeholders.”

The matter is simply that this new decentralized developmental package is actually 
already here. It constitutes, in the ideological spirit of The Third Way the very founda-
tion of the EU’s developmental strategy and has been incorporated into Sweden’s new 
enterprise policy and socio-political thinking. It also includes a marked perspective of 
integration and diversity, binding directives for measures against racism and discrimi-
nation, and ambitious transnational and translocal developmental programmes for in-
clusion of the “most disadvantaged.” In other words, it offers an integrated programme 
combining a general policy for structural transformation with an agenda against insti-
tutional discrimination. We should therefore be able to see today’s anti-racist directives 
and programmes from the EU, tied to its overarching social policy and employment 
policy objectives, as part of an ongoing renegotiation of the broad consensus and “so-
cial contract” surrounding citizenship that has been in place since the end of the Second 
World War between the modern state and its citizens as well as a link in the creation of 
a new open European political culture and identity.

It is essential to recognize, however, that this new “employment line” cannot be 
compared with the employment line in the national consensus pact of the Swedish 
model: we are already beyond the Swedish model (to paraphrase Olofsson 2005b). 
What is described as the third employment line now seems to constitute the linchpin 
of a post-national workfare regime whose cardinal strategy, contrary to the decom-
modifying welfare-state regime of the post-war period, is rooted in a radical recom-
modification of labour. At the same time it is important to pay attention to the current 
European and Swedish discourse of the partnership society rests upon a concept of 
social exclusion that carefully avoids any analysis of political and economic power re-
lations that produce and reproduce segmentation in terms of ethnicity/race, gender, and 
class (Schierup 2003; Geddes 2000: 797). To be sure, the “partnership” society places 
problems related to the bureaucratization of the corporative welfare state in perspec-
tive and prescribes more flexible forms of control for developing and regulating a more 
culturally heterogeneous post-national society and its ethnically differentiated niche 
economy. But if no overarching analysis of the power relations of the ongoing political 
and economic restructuring, no social vision, and no broad democratic base guides and 
leads this process, the crucial function of all new integration projects and programmes 
for social inclusion may contribute to the ongoing transformation, from the right to 
welfare to an unconditional duty to work. Ultimately this may entail that the political 
economy of exclusion is aggravated rather than halted.

Important in this context is the EU’s redefinition of the concepts of social exclu-
sion/inclusion since the Maastricht Agreement (1992) (Hansen 2005), which also finds 
expression in Swedish Realpolitik. The original EU discourse about social exclusion/
inclusion as denial of/participation in the rights complex of citizenship has had to give 
way, in line with the general neo-liberal ideological turn, to a narrow concept of exclu-
sion, as exclusion from wage labour, and inclusion, as employability and job activation 
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(Levitas 1998) . The question of how to combat social exclusion, poverty, and ethnic 
discrimination is discussed today in tandem with calls to increase economic efficiency, 
growth, and deregulation of the labour market. Despite continued lip service to the 
value of solidarity and equality, the problem of social exclusion/inclusion is perceived 
more and more narrowly as exclusion from or inclusion in wage labour, that is, how 
member countries are mastering unemployment and benefit-dependency. This is seen 
as a precondition for “social community” and “social order” rather than as a means for 
income distribution and the pursuit of equality.

These political strains, which have been dominant in the EU since the 1990s, can be 
described as a version of a conservative, or Christian conservative, ideology of wel-
fare.  In recent years, however, this has been linked to an Anglo-American, neo-liberal 
ideology oriented towards economic efficiency, a retreat of the state from the economy, 
and low welfare costs (Levitas 1998). It is an ideological turn that, besides Tony Blair’s 
UK, has also been embraced by social-democratic governments in Germany and Swe-
den, for instance. The turning away from earlier ambitions regarding distribution poli-
cies became a built-in component of the EU’s legal and financial frameworks when its 
member states set qualifying for the European Monetary Union (EMU) as their highest 
priority by constraining their public costs. This priority also serves as the foundation 
for many of the projects to integrate marginalized population groups and to create more 
egalitarian conditions in the labour market that were initiated by EU structural funds. 
These structural funds exclusively finance projects targeting the labour market.

To have the meaning of “social exclusion” be equated with “excluded from wage 
labour” may seem to be advantageous, in that it considerably simplifies the state-
ment of the problem. But it is important to bear in mind that such a definition shifts 
the focus from the value of everyone enjoying “full participation in society,” that is, 
the foundation of the previous political case for social citizenship based on equality, 
redistribution, and political participation. An inherent risk is that it becomes less and 
less legitimate to be situated outside wage labour, that traditional redistribution issues 
are stripped from the political agenda, and that society’s responsibility for the right 
of each citizen to enjoy a reasonable level of welfare is undermined. With this policy, 
a legitimate basis might also be created to particularly stigmatize the unemployed or 
inhabitants of immigrant background who are dependent on benefits, whose exclu-
sion from the labour market has often been caused or influenced by racism and ethnic 
discrimination.

If the new “employment line” is put forward as a panacea for a number of social 
problems, but with a marked degree of collective amnesia regarding the suffering that 
working under deplorable conditions has wrought upon people throughout history, 
the redefinition of “social exclusion” can pave the way for a general deterioration of 
the quality of employment and working conditions. For the compulsory labour of the 
new employment line not only “creates” job opportunities and brings down politically 
inopportune unemployment figures, it also deprives people of their historically wrested 
right to withhold their labour from the most loathsome jobs of the labour market.
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If the decommodification of labour was an important demand of the traditional 
labour movement, both as a key precondition for the political power of wage-earners 
and the major welfare reforms of the 20th century, the radical recommodification of 
labour today is undermining not only social rights, but also civil and political rights. 
This is especially impacting immigrants and their children. A one-sided emphasis of 
wage labour as a tool for social inclusion or “integration” increases the pressure to 
accept any working and employment conditions whatsoever and strengthens the cur-
rent trend towards a racialized division of the labour market. Those most affected are 
undocumented individuals in the informal sector of the labour market, and especially 
asylum seekers who have been forced underground by the restrictive EU-harmonized 
refugee policy. It is also here that the linkage becomes most obvious between economic 
restructuring, migration, racialization, and the lack of rights.

The need for an integrated political agenda
As during the time of the great social crisis of the 1930s and during the social recon-
struction following the Second World War, Europe and Sweden are today in a situation 
characterized by a comprehensive transformation of the economy and society, one ex-
pression of which has been increased social exclusion. Much is different, however. The 
era of mass industrialization after the Second World War came to lay the foundation 
for the political coalition of the Swedish model that favoured macroeconomic control 
and far-reaching social and political reforms. The emergence of the welfare state could 
proceed in a society that was more ethnically and culturally homogeneous than today’s, 
and with a political order that was more centrally controlled. This also came to charac-
terize the incorporation of migrant workers in the 1950s, 1960s, and 1970s. The ethni-
fied working poor of our day are socially marginalized in a more radical sense. But for 
the economy they still have importance as a source of cheap labour, which it is possible 
to exploit through the so highly extolled flexibilization of production and employment 
forms that characterizes the ongoing economic restructuring process.

Talk about “diversity” has become a political rhetoric that conceals a growing 
unregulated labour market and new forms of discriminatory ethnic division of labour. 
Meanwhile the broad class-based organizations that emerged during the era of mass 
industrialization have lost much of their social and economic capacity to integrate and 
in practice have now excluded many of those who are affected most negatively by the 
new “flexible” labour market’s recommodification.

The exclusionary processes that have been unleashed since the early 1990s will con-
tinue to push many migrants and their children further away from the regulated labour 
market and the welfare system, and it will alienate them from national political institu-
tions and publicly canonized civil society. More are being challenged or forced to seek 
their ideals, loyalties, and alliances elsewhere, with roots in local ethnic, religious, and 
transnational diasporic communities. But, as it has been shown in other parts of Eu-
rope, we are also facing a situation in which a lack of social vision and multi-ethnically 
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inclusionary communities can be expected to help fuel a nationalistic backlash among 
“the majority.” To counteract this fragmentation and social exclusion requires a policy 
that combines measures against ethnic discrimination with an overarching and general 
welfare policy agenda. In summary, a solidarity-based policy against ethnic discrimi-
nation must go beyond the moral political agenda that characterizes Sweden today. A 
critical examination of the political economy of exclusion and structural discrimination 
should be the point of departure for conversations about how we can recreate a solidar-
ity-based project for reconstruction and further development of welfare and the labour 
market that exceeds the framework of the currently dominant neo-liberal Realpolitik.
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