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This policy brief summarises the key findings of the OECD report Nordic lessons for an Inclusive Recovery? 

Responses to the Impact of COVID-19 on the Labour Market (OECD, 2023[1]), examining the labour market 

impact of the COVID-19 pandemic on Nordic labour markets, as well as the policy responses undertaken 

by Nordic governments in the areas of unemployment benefits (UBs), job retention (JR) schemes, active 

labour market policies (ALMPs) and skill policies. In addition, the brief highlights the important role played 

by social partners in the design and implementation of these policy measures in the Nordic region. Based 

on the lessons learned during the crisis period, the policy brief puts forward a series of recommendations 

to promote resilient and inclusive labour markets in the Nordic labour markets in the post-pandemic period. 

During the COVID-19 crisis, Nordic countries took steps to ease access to 
Unemployment Benefits and make Job Retention schemes widely available by 
relaxing eligibility criteria, extending benefit duration and simplifying procedures. To 
ensure that the schemes contribute to the resilience of labour markets to future crises, 
Nordic countries should:  

• Adopt automatic rules or agile processes to adjust key policy parameters of 
both the UB and JR systems in response to a severe deterioration of the labour 
market situation.  

• Increase the targeting of JR schemes to jobs at risk through firms co-financing 
of hours not worked in countries where this does not happen already. In all 
countries, to reduce the burden for liquidity-constrained firms, co-financing could take 
the form of experience-rating, whereby firms reimburse part of the subsidy once they 
leave the scheme. 

The Nordic PES response to the pandemic was twofold. First, the strong digital 
foundations in the Nordics enabled a swift transition to digital/remote services upon 
the onset of the pandemic. Second, the Nordics altered their ALMPs primarily by 
expanding and adapting measures already in place pre-pandemic whereas 
measures targeting the already vulnerable groups were less present in the policy mix. 
For more inclusive and resilient labour markets, Nordic PES should: 

• Better leverage administrative data to conduct counterfactual impact 
evaluations of ALMPs. This will also ensure that the comparatively higher spending 
on ALMPs in the Nordic region is effective and achieves value for money. 

• Improve the flexibility of their ALMP systems to labour market conditions in order 
to foster resilience to ongoing and future challenges, including prevailing labour 
shortages and the green and digital transitions.  

Building on highly developed adult education and training systems, all Nordic 
countries took measures to maintain the demand for and supply of training during the 
pandemic, notably by expanding training rights and additional funding for training 
providers. However, the measures taken highlighted the difficulty of engaging those 
furthest from the labour market in training and existing support gap for this group. 
Nordic countries should: 

• Improve the agility of skill assessment and anticipation systems to inform 
policy decisions in real-time, in light of intensifying skill shortages in the Nordics. 

• Make adult learning systems more flexible and therefore more inclusive 
through the systematic recognition of prior learning, the use of partial 
qualifications, modular learning opportunities and micro-credentials where these 
do not exist. 

https://www.oecd.org/employment/
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Nordic labour markets recovered quickly from the COVID-19 crisis, but less so in 

Sweden and Iceland 

Like many other OECD countries, Nordic countries have seen a fast recovery of their labour markets 

following the COVID-19 crisis. Over the course of the crisis, the five countries, however, exhibited different 

degrees of resilience. Despite the massive use of job retention schemes, the five Nordic countries have 

generally experienced larger increases in unemployment than most other European countries– with a 

particularly significant spike in Iceland (Figure 1). These increases were quickly reabsorbed in Denmark, 

Iceland and Norway, but Finland and Sweden experienced higher unemployment for longer than the OECD 

average. 

Figure 1. Unemployment increased in the Nordic countries by more than in most other European 
countries, but the recovery was generally fast 

Persistence of unemployment rates, persons aged 15-64, from Q4 2019 to Q2 2022 

 

Note: OECD represents the unweighted average of the 36 and 33 countries shown respectively in each panel. The maximum deviation measures 

the difference between the peak unemployment rate during the COVID-19 crisis and its pre-crisis value. Average deviation is the average 

difference (over the period Q1 2020 to Q2 2022) between the unemployment rate and its pre-crisis value. 

Source: OECD calculations based on data from the OECD Short-term Labour Market Statistics dataset, 

https://stats.oecd.org/index.aspx?queryid=35253. 

The evolution of employment rates in Nordic countries over the pandemic and recovery were generally in 

line with those recorded in European countries, except again for Iceland. This latter country recorded one 

of the slowest recoveries in employment rate among all OECD countries – with the employment rate still 

below its Q4 2019 level after 9 quarters. Although its initial fall was smaller, the employment rate was also 

slow to pick up in Sweden, where a full recovery was achieved after 8 quarters. Among the autonomous 

territories, the impact on the employment rate of the crisis was much larger in the Åland Islands than in 

any of the Nordic countries – in Q2 2020 the employment rate almost halved relative to its Q4 2019, 

reaching 39%. Finally, Nordic countries have quality and well-functioning social dialogue that has helped 

enhance the resilience of their labour markets, including during the pandemic (Box 1). 
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Box 1. Collective Bargaining in the Nordic countries 

Table 1 provides a summary of the key features of bargaining systems in the Nordic countries – namely 

high collective bargaining coverage rates, good quality labour relations and, except for Iceland, 

organised decentralised systems (i.e. where sector-level agreements play an important role but also 

leave significant room for lower- level agreements to set the standards, either by limiting the role of 

extensions or allowing opt-outs) and co-ordinated ones  – all of which helped enhance resilience of their 

labour markets to previous crises (OECD, 2019[2]).  

During the COVID-19 pandemic, social partners have also played an active role in the design and 

implementation of labour market policy measures. In all Nordic countries, they were involved in the 

fast decision-making process that led to the implementation of changes to the UB and JR systems 

through both standard formal channels and more informal channels. In some cases, proposals 

formulated jointly by the social partners provided stimulus for the Government decision. Social 

partners have also been involved in changes related to ALMPs, despite in only two countries – 

Denmark and Iceland – social partners have formal roles in the ALMP systems. Their institutionalised 

role on the boards of decision-making bodies in the area of skills development enabled social partners 

to be involved in the negotiating of agreements and decision-making processes as well as mediating 

between their members and policy makers. 

Table 1. Dashboard of collective bargaining systems in the Nordic countries, 2018 

 Predominant 

bargaining 

level 

Degree of (de-) 

centralisation 

Coordination Trade union 

density in the 

private sector 

Employers’ 

organisation 

density 

Collective 

bargaining 

coverage 

rate 

Quality of 

labour 

relations 

Norway Sectoral Organised decentralised High 40-50% 70-80% 60-70% High 

Finland Sectoral Organised decentralised High 50-60% 60-70% 80-90% Medium 

Denmark Sectoral Organised decentralised High 60-70% 60-70% 80-90% High 

Sweden Sectoral Organised decentralised High 60-70% 80-90% 80-90% High 

Iceland Sectoral Centralised Low 90% or more 70-80% 80-90% High 

Note: The Quality of Labour Relations is an indicator based on the assessment of senior executives in The Global Competitiveness Index Historical Dataset 

© 2005-2014 and © 2007-2017 World Economic Forum.  

Source: OECD/AIAS ICTWSS Database on collective bargaining and workers’ voice, http://www.oecd.org/employment/ictwss-database.htm. 

Teleworking boomed in most Nordic countries during the COVID-19 pandemic as a way to maintain 

economic activity at times of severe restrictions to mobility, as in the majority of OECD countries. The 

increase was particularly dramatic in Finland where the incidence of employees working from home 

increased from 27.8% in 2019 to 39.3% in 2021. As teleworking and hybrid arrangements remain high in 

the post-Covid phase, it is important to have the right policies in place to make teleworking accessible and 

a positive experience for all workers. Along these lines, Nordic countries have already taken new policy 

initiatives relating to the quality of the working environment. Still, questions remain on how teleworking 

might increase disparities in work-life balance, wages and career progression between genders that would 

raise new policy challenges. 

http://www.oecd.org/employment/ictwss-database.htm
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Nordic countries enacted a wide range of labour market policy responses as a 

response to the COVID-19 crisis 

In responding to the challenges to the labour market brought about by the COVID-19 crisis, Nordic 

countries enacted a variety of policy measures.  

Nordic countries acted swiftly to adjust unemployment benefits and job retention 

schemes to protect incomes and jobs during the COVID-19 crisis 

As the COVID-19 crisis struck, Nordic countries – in line with most other OECD countries – adjusted 

existing UB systems to ensure strong support for the largest possible number of people who lost their 

jobs. To improve access to benefits for those with shorter tenure and the young in particular, Finland, 

Norway and Sweden relaxed minimum work requirements to access UBs. Denmark, Finland, and Norway 

extended benefit duration and benefit levels increased for at least some workers in all countries except 

Finland, which however increased the earning disregard for workers cumulating UB and income from work. 

All Nordic countries also shored up existing support for the self-employed, with Norway introducing a new 

temporary ad-hoc subsidy for them. 

Job retention (JR) schemes seek to preserve jobs and incomes of workers at hard-hit firms by paying 

subsidies to lower firms’ labour costs against reductions in hours worked. All Nordic countries took steps 

to make JR support widely available during the COVID-19 crisis – in line with most other OECD countries. 

All countries simplified application procedures for firms and most extended eligibility for workers. Finland 

extended coverage of the schemes to temporary workers. Norway and Sweden already covered temporary 

workers under their existing schemes, while Denmark and Iceland covered them under their newly 

introduced schemes. While a majority of OECD countries set to zero the cost of hours not worked for firms, 

this was only the case in Finland and Iceland among the Nordic countries. From the workers’ perspective, 

the schemes in Norway, Sweden and Denmark during the COVID-19 crisis were some of the most 

generous in the OECD. In the Nordic countries, the use of JR support was unprecedented, but much lower 

than in many other European countries. 

Peak take-up of JR support was around 10% of dependent employment in Sweden, Norway, and Denmark, 

and 8% in Finland. It was larger in Iceland, where it reached 18% but still below the OECD average of 

20%. Simple cross-country comparisons indicate that differences in the peak use of JR support across 

countries largely reflect the intensity of the crisis rather than differences in their broader institutional 

settings. Indeed, Nordic countries generally experienced smaller contractions in GDP and less stringent 

restrictions at the start of the pandemic than most other European countries. 

Nordic Public Employment Services (PES) adapted both their operating models and 

ALMP offerings to respond to the pandemic 

Nordic countries, with the exception of Norway, traditionally spend significantly more on ALMPs  than the 

OECD average (as a percent of GDP).1 This comparatively higher Nordic ALMP spending was still the 

case in 2020, despite a decrease in the share of spending allocated to ALMPs from the year previous (in 

all countries except Norway) – opposite to the trend seen in the majority of OECD countries, where 

increases were initiated in face of the pandemic situation. To respond to the challenges brought about by 

the pandemic, the Nordic ALMP response was largely twofold: 

• Adapting PES operating models and modes of delivery: To respond to increased demand for 

PES services and the changed labour market backdrop, Nordic PES made changes to their way 

 
1 Expenditure as per OECD/EC Labour Market Programme Database. All Nordic countries except Iceland participate 

in this data collection. Latest ALMP expenditure data available at the time of writing is for the year 2020. 
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of doing business. This included boosts to PES staffing levels (via new hires, reallocating existing 

staff and the use of external providers in the case of Sweden), temporary relaxations of job-search 

requirements and increased reliance on digital and remote means of service delivery. This digital 

transition was relatively smooth in the Nordic region due to the strong digital foundation, including 

in PES services, present pre-pandemic. 

• Expanding and adapting the design of ALMPs: The first priority of Nordic countries was the 

protection of jobs and incomes, resulting in the majority of ALMP activity being largely paused 

during the early stages of the pandemic. As ALMP activity increased during the latter stages of the 

crisis, changes focussed on job-search support and counselling, training (and further education) 

and employment incentives. These policy changes were heavily weighted towards expanding or 

adapting pre-existing ALMP measures, with new initiatives implemented to a much lesser extent. 

In addition, Nordic countries focussed primarily on broad responses, with little put in place to 

specifically target vulnerable groups. 

Overall, Nordic ALMP systems had the pre-requisites for an agile and effective response to the COVID-19 

crisis. This included flexible organisational set-ups of employment services, flexible ALMP regulation in 

most countries, flexible resources (both human and financial) and strong stakeholder engagement 

(including social partners).  

The Nordic countries have stimulated both the demand for and the supply of training to 

upgrade the skills of individuals for the recovery 

The Nordic countries have some of the best performing adult learning systems in the OECD area (OECD, 

2019[3]). Adult skills levels and participation in learning are consistently high, thanks to systems that provide 

diverse, integrated, and flexible learning opportunities, supported by high levels of public funding. However, 

as seen in other OECD countries, the measures implemented to contain the COVID-19 pandemic and the 

resultant uncertain economic outlook posed challenges to education and training. To counteract a decline 

in adult learning participation and to enable individuals to upskill and reskill for a post-pandemic economy, 

Nordic countries took two types of action: 

• Stimulating demand for training: This mainly involved the adaptation or introduction of financial 

incentives for individuals and the expansion of free training opportunities. These measures were 

mainly targeted at the unemployed, for whom it would normally be unattractive or impossible to 

train while receiving unemployment benefits. Many countries introduced measures to allow 

reduced working hours under job retention schemes to be used for training. To a lesser extent, 

governments adapted or expanded information and guidance on training or helped individuals to 

access training online to stimulate demand. 

• Maintaining the supply of training opportunities: These measures were targeted at education 

and training providers and, to a much lesser extent, enterprises, to enable them to continue to 

provide training under the pressure of social distancing measures. All Nordic countries increased 

funding for providers, which they used to increase the number of training places or to cover more 

target groups. Support for training providers or employers to move training online was minimal, 

likely due to the already high levels of digitalisation. 
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Learning from the crisis, Nordic countries can take a number of 

steps to promote more inclusive and resilient labour markets 

Unemployment Benefits and Job Retention Schemes 

• Ensure a more inclusive income support for the unemployed during crises by adopting 

mechanisms to adjust UB systems to changing labour market circumstances. These 

mechanisms could take the form of rules triggering automatic adjustments of either eligibility 

conditions, maximum durations, or benefit levels when labour market conditions deteriorate. 

Alternatively, countries could establish agile processes involving governments and social 

partners to implement any changes as necessary. 

• Introduce rules or agile processes to adjust key policy parameters of job retention 

schemes (e.g. cost to firms, duration of subsidies etc.) to ensure they are mainly used in 

times of crisis and phased out rapidly when the economy recovers.  

• Increase the targeting of JR schemes to jobs at risk through firms co-financing of hours 

not worked in countries where this does not currently happen.  

• To attenuate the risk of penalising firms that face particularly severe liquidity constraints, 

consider the adoption of experience rating systems for the co-financing of hours 

subsidised by JR schemes, whereby firms reimburse part of the subsidy once they leave the 

scheme. 

• Leverage administrative data to evaluate the merits of different design features of JR 

schemes and inform their design to enhance labour market resilience to future crises. 

Public Employment Services and Active Labour Market Policies 

• Continue to build on the strong digital foundation in the region, while taking additional steps to 

ensure the inclusion of vulnerable groups in the PES digitalisation journey.  

• Enhance the provision of individualised comprehensive ALMP supports for vulnerable 

groups to support more inclusive labour markets. 

• Make ALMP systems more flexible to changing labour market conditions, including 

through greater cooperation with employers. 

• Enhance the use of linked administrative data to improve the targeting and design of 

ALMPs, including by strengthening systematic data exchange with relevant institutions.  

• Strengthen the monitoring and evaluation of ALMPs and conduct evaluations of digital 

services and tools. The impact of policy analysis on policymaking must also be bolstered. 

Adult education and training policies 

• Improve the agility of skill assessment and anticipation systems to produce granular 

information that can be used to inform policy decisions in real-time. 

• Increase the flexibility of learning pathways through tools such as the recognition of prior 

learning, partial qualifications, modular learning opportunities and micro-credentials, where they 

do not exist. This should be accompanied by high-quality guidance services.  

• Update regulatory frameworks for adult learning to make them agnostic about the place and 

mode of learning and assessment. 

• Institutionalise governance structures that involve the social partners to improve the agility 

of the system by building trust between key players in the skills policy arena. 
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Nordic lessons for an Inclusive Recovery? Responses to the 
Impact of COVID-19 on the Labour Market 

 

This policy brief summarises the OECD’s report 

Nordic lessons for an Inclusive Recovery? 

Responses to the Impact of COVID-19 on the 

Labour Market. The report examines the impact of 

the COVID 19 pandemic on Nordic labour markets 

and the associated policy responses undertaken 

in the areas of unemployment benefits, job 

retention schemes, active labour market policies 

and skill development policies. The report 

discusses the details of these policy measures 

across Nordic countries and draws out the main 

lessons learned from their response to the crisis. 

Finally, the report provides a set of key 

recommendations in each policy area to enable 

Nordic countries to build more inclusive and 

resilient labour markets in the post pandemic 

period. 

Consult the full version of this publication: https://doi.org/10.1787/2aa7bcc1-en  
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