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Musk Fights Sweden’s Unions

He refuses to enter into the collective wage agreements that define the
West’s most corporatist economy.

By Lars Jonung
Feb.13,2024 6:24 pmET
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Lund, Sweden

Sweden is the West’s most corporatist society. Powerful interest groups, often
described as “social partners,” use collective bargaining to set rents for
apartments and wages earned in labor markets.

This model is being challenged by Tesla CEO Elon Musk, who is refusing to enter
into collective wage agreements with Swedish trade unions. The unions have
responded with strikes and blockades on Tesla operations in the country.
Government authorities have been restricted from supplying license plates for
new Tesla cars. In a show of solidarity with striking Tesla workers, garbage
collection for the company has stopped.
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The power of unions in Sweden is enormous. No domestic company can survive
if it refuses to bargain with them. Only a rich foreign businessman like Mr. Musk
can challenge the system, commonly described as the Swedish model.

Individual contracting was eliminated in two main areas by the Social
Democrats during their long period of government: the rental market, which
constitutes about 30% of the housing market, and the labor market. Only
collective agreements apply in these areas.

Collective bargaining holds rents below market level, creating huge queues for
apartments. More than a million Swedes, out of a population of 10.4 million, are
waiting in these queues. In central Stockholm, the queuing time for apartments
is between seven and 11 years, though for attractive ones it is sometimes more
than 20 years. It’s like waiting for a new Trabant in East Germany. Similarly,
collective wage agreements set a minimum wage for each sector, resulting in
fewer jobs. The Swedish unemployment rate is around 8%, currently the third-
highest in Europe.

Liberal democracy presupposes fundamental rights and freedoms. Some of
these, such as the freedoms of opinion, press and expression, are enshrined in
the Swedish constitution. But the right of the individual to enter into contracts
isn’t similarly guaranteed.

Individual contracting can only be guaranteed in Sweden through new
legislation that weakens the prevailing structure. The most radical reform would
be to write into the constitution that every Swedish citizen has the right to enter
freely into agreements. A Swedish constitution that guarantees these rights
would dampen today’s overwhelming corporatist forces. No tenant renting an
apartment could be forced to become a member of the Swedish Tenants Union,
as is the case today. Queues for apartments would disappear if rents rose to
market-clearing levels. Blockades and strikes could no longer force people to
accept collective agreements.

These legislative measures would strengthen liberal democracy in Sweden, but
they wouldn’t end collective agreement or trade unions. Employers and
employees will use collective agreements when they are mutually beneficial.



Liberal democracy is being threatened globally by growing populist and illiberal
movements. The government in Stockholm should counteract this threat by
strengthening people’s individual rights and freedoms in the Swedish
constitution. If this happens, Mr. Musk will have given Sweden a great gift.

Mr. Jonung is a senior professor of economics at Sweden’s Lund University. He
served as chief economic adviser to Prime Minister Carl Bildt, 1992-94.
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