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Abstract 

Temporary agencies are commonly used by Swedish companies today, and according to 

Coe, Johns and Ward (2009), this is because Sweden has a strict labor market regulation 

which makes companies afraid to employ workers on a permanent basis. By using 

temporary agencies, companies can come around the Employment Protection Act (EPA) 

which makes us question which parts of the EPA that companies consider as a problem 

and if the use of temporary agencies actually can reduce this problem for Swedish 

companies. Focus in this thesis is companies´ personnel costs, which means that the EPA 

and the use of temporary agencies are investigated with these costs in mind.  

Therefore, the purpose with this thesis is to investigate how the EPA affects Swedish 

companies’ personnel costs over the years 2007-2009, and examine if the use of temporary 

agencies can reduce these costs. 

A descriptive investigation is conducted in order to examine the purpose of this thesis. The 

study is accomplished through an Internet based questionnaire which is send to 68 

randomly chosen companies all over Sweden, with 51-150 workers from no specific 

branch or geographical area. 32 companies participate in the study. 

 From the descriptive investigation it is evident that the EPA has increased personnel costs 

for Swedish companies over the years 2007-2009. However, this happens indirectly 

through decreased flexibility making it difficult for companies to quickly adjust to changes 

in demand. Also, a majority of the companies are critical towards the EPA and show direct 

consequences’ of negative impacts experienced. Consequently, we suggest that the EPA is 

updated to fit the conditions of today´s labor market. Furthermore, temporary agencies 

reduce companies’ personnel costs by enabling them to hire workers and avoid costs as 

employment benefits and costs for absenteeism. However, the direct costs of temporary 

workers are higher than the direct cost for permanent workers. Therefore, we suggest that 

the use of temporary agencies should not be used instead of permanent employments but 

mainly in situations of escalating demand when greater flexibility is needed. Finally, the 

costs for permanent workers are reported in account category 7 “personnel costs, 

depreciation etcetera” and the costs for temporary workers are reported in account 

categories 5-6 “other external operating expenses” in the income statement. However, 

both these account categories are included in the same main category of costs. This means 

that the only difference in the income statement is due to the higher cost of temporary 

workers. Besides this, companies´ accounting is not affected. 
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1 Introduction 

1.1 Background 

The idea to separate personnel costs within accounting dates all the way back to 

the 1960s. In the 1980s, calculations such as personnel turnover, training and 

absenteeism were introduced and the subject of human resource accounting 

became academically developed (Jönsson & Mouritsen, 2005). Personnel costs 

consist of many different expenses including wages, vacation pays, employment 

taxes and other social costs (Thomasson, Arvidsson, Lindquist, Larson & Rohlin, 

2004). Personnel costs may also be affected by the type of employment a worker 

has, and especially if the worker is employed on a permanent or temporary 

contract. 

After a sixty year ban, private employment agencies were allowed in Sweden in 

1993 (Eklund, Sigeman & Carlsson, 2008). The process started in 1991, as the 

Social Democratic Government made a deregulation to the ban for private 

employment agencies. The second step in the process was taken in 1993, when the 

Swedish government monopoly for using temporary agencies was abolished. It 

was now legal for a temporary agency to make a profit from outsourcing personnel 

(Eklund, 2002). 

In 1993 there was a dispute between ABU AB (i.e. a Swedish manufacturing 

company producing fishing gear) and the Swedish union “IF Metall” regarding if 

ABU AB had violated the rules of the EPA1 concerning the re-employment rules. In 

short, ABU AB had to terminate the employment for some of their workers due to 

downsizing in October 2001. The company realized that they needed extra staff 

during November and December 2001 and wanted to extend the date for the 

termination of employment until December 2001. ABU AB was obliged, according 

to law, to discuss this matter with the union, which did not agree to the 

proposition. ABU AB and the union met three times in an effort to reach consensus, 

which resulted in that ABU AB thought that consensus would never occur and 

engaged seven workers from a temporary agency instead. The union argued that 

ABU AB had violated the re-employment rules and the dispute was tried in court. 

The judge ruled in ABU AB´s favor, and this case has since then served as guidance 

for the use of temporary agencies (Eklund et al., 2008).   

After the case of ABU AB, more companies started to demand assistance from 

temporary workers (Eklund et al., 2008), and today there are 1 898 temporary 

agencies registered in Sweden (Affärsdata2, 2010). However, employment through 

                                                        
1 SFS 1982:80 

2 www.ad.se 
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a temporary agency can cause problems, since the EPA, which protects workers in 

the labor market in Sweden, is only valid for permanent employees. Temporarily 

employed workers are not included within this protection, which means that they 

generally face more insecurity and vulnerability on the labor market. For example, 

temporary workers do not receive sickness pay, holiday- and pension 

compensations which are self-evident rights for permanent employees (Ward, 

Grimshaw, Rubery & Beynon, 2001). According to Bergström and Storrie (2003), 

they also need to cope with continuously changing work places which mean less 

social support from work mates and inability to affect working conditions. Except 

from these individual inconveniences a temporary employment can cause, 

problems with getting a bank loan or to rent an apartment is also imminent 

(Bergström & Storrie, 2003).  

However, the EPA can also be a huge problem for companies, and Coe et al. (2009) 

cite in their article that the reason to why temporary agencies are so common in 

Sweden is due to our strict labor market regulations. Some of the rules in the EPA 

make it very difficult for companies to operate in a flexible environment, which can 

be both costly and damaging to productivity and growth. In the Swedish 

newspaper Entreprenör (2009), manager Per Gunnarsson of Direktlaminat AB 

informs about a devastating event in year 2008 when his company suffered badly 

from a decrease in orders, which forced him to dismiss four employees. Due to the 

rules regarding order of priority in case of termination of employment in the EPA, 

the last employed workers had to leave. Unfortunately, these specific workers 

happened to be his most productive workers. As a consequence, the technical 

competence in the company drastically decreased, and Per Gunnarsson is today 

highly skeptical to the EPA that forced him to take so counterproductive actions in 

a time of great distress. 

1.2 Problem discussion 

According to Coe et al. (2009) strict labor legislation in Sweden makes companies 

afraid to permanently employ workers. Moreover, they state that this has enabled 

the market for temporary agencies. Since temporary employees are not considered 

in the EPA, firms using them can avoid problematic parts of the legislation. 

However, this happens at the cost of the workers, who do not receive an equivalent 

job security. Furthermore, temporary agencies make it possible for companies to 

hire workers exactly when needed and they do not have to bother about 

recruitment costs or problems with dismissal of workers that perform their jobs 

inadequately. From an external perspective, the trend of using temporary agencies 

seems to be economically driven lowering firms’ personnel costs. Is this a correct 

observation, and if so, what are the consequences for the labor legislation 

considering companies personnel costs over the years 2007-2009?  
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To further clarify the investigation of these problems, the following research 

questions are stated: 

 Does the EPA increase personnel costs for Swedish companies? 

 

 Can companies’ personnel costs be reduced by the use of temporary 

agencies? 

 

     Does the use of temporary workers affect companies’ accounting? 
 

1.3 Purpose 

The purpose with this thesis is to investigate how the EPA affects Swedish companies’ 

personnel costs over the years 2007-2009, and examine if the use of temporary 

agencies can reduce these costs. 

1.4 Delimitation 

The thesis only focuses on temporary agencies in Sweden, as well as the Swedish 

EPA. This is because we want to maintain a coherent whole and be sure that we 

maintain focus of our purpose, which is to investigate Swedish companies. 

Therefore, any comparisons with other countries are not done. Also, it exist other 

labor market legislation in Sweden except the EPA. However, since these do not 

regulate the issue addressed in this thesis they are not included. For the same 

reason, only the sections in the EPA that are relevant for answering the purpose 

are included and used. 

The focus in this thesis is on employment where companies use temporary 

agencies in order to receive temporary personnel, and where it is reasonable to 

assume that a worker could be permanently employed instead. Consequently it 

does not focus on employments that solely are replacement contracts by nature 

(e.g. when an employee is on maternity leave) or seasonal temporary contracts 

(e.g. when someone is employed to assist with picking strawberries in the 

summer). The reasoning behind this delimitation is that these employments are 

temporary employments by its nature, and could not be replaced by a permanent 

employment. Therefore, these types of employments are not relevant to include. 

The concept “temporary agencies” only includes private temporary agencies in this 

thesis, which means that job centers provided by the Swedish state to assist 

unemployed workers are not included. This is done since they do not provide the 

same type of services as private temporary agencies do, but instead focus on the 

unemployed worker and arrangements that primarily help the worker entering the 

labor market. 
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Even though it is discussed how temporary workers are affected by the fact that 

they are not included in the EPA, this thesis does not investigate their situation any 

deeper. The perspective is instead on the companies’ point of view, and focus is set 

on how they are affected by the vulnerability that temporary workers may 

experience in the labor market. 
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2 Method 

2.1 Research approach 

This thesis follows both an inductive and a deductive approach, known as an 

abductive research approach (Patel & Davidsson, 2003). Theories from different 

authors are gathered and presented in the theoretical framework and later tested 

by the descriptive findings, following a deductive logic (Saunders, Lewis & 

Thornhill, 2007). This step is needed in order to test two of the research questions, 

namely “does the EPA increase personnel costs for Swedish companies” and “can 

companies’ personnel costs be reduced by the use of temporary agencies”. In 

addition, the descriptive data is also used to draw new conclusions not based on a 

theoretical pre-understanding, following the inductive approach (Saunders et al., 

2007). This is used to explore the reasoning behind the evidence found from the 

deductive approach in the two previously stated questions. It is common for a 

study to utilize the benefits of both inductive and a deductive logic, hence resulting 

in both a wider and deeper analysis (Saunders et al., 2007).  

The last research question “does the use of temporary workers affect companies’ 

accounting” is answered solely by searching through existing theories. 

Furthermore, the descriptive data contains both qualitative and quantitative 

elements. The quantitative data is in this research connected to the deductive logic 

with standardized questions, as the qualitative data with its inductive logic tries to 

reach new understandings about the phenomena by using respondents’ 

explanations to the reasoning (Saunders et al., 2007).   

2.2  Questionnaire 

The study follows a descriptive research as it is used to retrieve information about 

attitudes and opinions (Saunders et al., 2007). Further on, a self-administrated 

Internet mediated type of questionnaire is chosen for economical reasons and 

since it is an easy way to strengthen promises of anonymity. The questionnaire is 

developed in multiple steps. The first step identified the questions to be included 

in the questionnaire. Subsequently careful considerations were put on evaluating 

the risk that the questions were affected by our personal opinions. There were 

occasional difficulties in the balance between making informative questions and 

easily understood questions. However, we considered the main purpose to be as 

neutral and concise as possible not to guide the respondents in any direction, 

leading to a shortening of sentences in favor of clarity and simplicity. In this way, 

the probability of all companies interpreting the questions in a similar fashion, not 

being guided by our theoretical pre-understanding, increased (Saunders et al., 

2007).  
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The design of the questionnaire is conducted through an Internet site, 

www.surveymonkey.com. After creating the questionnaire, the program provides 

the user with a link to the questionnaire that can be send out to the respondents. 

The answers are registered in the program and a summary of the answers is 

presented.  

In the second step of the construction of the questionnaire a pilot test is carried 

through, where the questionnaire is send out to selected companies as well as to 

responsible tutors and fellow students. This is done in order to receive comments 

and feedback on the questions, which increases the reliability and validity of the 

study (Saunders et al., 2007). Subsequently, the questionnaire is changed 

according to the feed-back. In the third and final step, the questionnaire is send to 

the respondents together with a cover letter explaining the study and purpose of 

their participation.  

The chances of receiving answers from the participants increase with a well 

designed and structured cover letter in the beginning of the questionnaire 

(Saunders et al., 2007), which is why we construct it as clear and concise as 

possible in order to maintain the respondents interest. The cover letter contains 

information about why the study is undertaken, as well as a link to the 

questionnaire and contact details to us for further questions (see appendix, p. 44). 

2.3  Data collection and analysis 

According to Andersson and Wadensjö (2004), Swedish companies with more than 

500 workers are the ones which most often use temporary workers. However, 

since this study requires the respondents to be responsible or at least involved in 

both the human resource- and economic department, the response rate for large 

companies was considered low. At large companies these responsibilities are often 

divided between several persons, meaning that the chance to get participation 

from a person with both these kind of knowledge most certainly increases by 

asking smaller companies. Therefore, the decision was taken to instead focus on 

the second most common group of companies that use temporary workers.  

That group is companies carrying between 51-150 workers (Andersson & 

Wadensjö, 2004). The population investigated in this thesis is therefore every 

company registered in Sweden with 51-150 workers. The companies are not 

segmented into different geographical areas or branches, but instead randomly 

sampled from all of Sweden (see appendix, p. 45). The database “Affärsdata” 

(2010) is used for receiving the information of the companies. The database 

enables to search according to specific criteria, one being the number of employees 

used in order to retrieve our chosen population. The database provides us with 

3998 companies that match this criterion and by using a random number table, 68  
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companies are extracted from the list. 68 is the result of two rounds of sampling in 

order to reach our set goal of respondents as explained later. 

The companies are contacted by e-mail during two different occasions, between 

2010-03-31 until 2010-04-02 and between 2010-04-27 until 2010-04-29. In the 

first contact we ask for contact information for the person responsible for the 

administration or human department. Most of the companies provide us with 

name and e-mail to the ones responsible, but some of them also want to have the 

study directly send to them in order to distribute the questionnaire internally to 

the best suitable person. The questionnaire is distributed to the participants 

during the same periods, between 2010-03-31 until 2010-04-02 and between 

2010-04-27 until 2010-04-29. 

Subsequently, the questionnaire is disseminated to 60 companies and 28 of them 

choose to answer it. As stated by the central limit theorem, expressing the 

minimum required amount of responses to be able to make generalizations about a 

normally distributed population, the sample should exceed 30 respondents 

(Saunders et al., 2007). To reach this goal, an addition of eight companies is asked 

to fill out the questionnaire. The total amount of companies answering the 

questionnaire after the second dispatch is 32. As the retrieved answers are similar 

and points towards the same opinion, a decision is made not to pursue any more 

respondents.   

The answers are analyzed on two different occasions. After sending out the 

questionnaire to first 60 companies, and no additional answers are expected to 

arrive, the summary of the data available online is analyzed descriptively with 

graphs. In this step it is apparent that the additional gain from reaching above 30 

respondents is low. To reach this goal a second round of sampling is performed 

and the graphs are complemented by the additional answers. The answers from 

the companies are presented in the descriptive findings, and consist of both tables 

and quotations, and every answer is compared to the frame of reference in several 

iterations, to look at it from different angles and present a deeper discussion in the 

analysis. 

The years which the investigation is based upon are 2007, 2008 and 2009. These 

years are chosen to receive current information about companies’ personnel costs. 

First we thought of to only investigate year 2009, but due to the deviation and 

fluctuations of annual numbers, three years are included to smooth out individual 

years and better reflect the true values.  

2.4    Reliability, validity and generalizability 

Reliability refers to how reliable or trustworthy the result of the research is. Would 

another researcher come up with a similar result if they would do the same 
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research? Validity on the other hand is achieved if the questionnaire answers the 

question intended by the researcher. Generalizability is concerned with the 

applicability of the research results to other situations beyond the reach of the 

study (Saunders et al., 2007). The population used in this thesis is randomly 

chosen from all over Sweden, which increase the power to generalize with the 

results. However, since the sample still is limited it is only strong in relation to 

convenience, local and regional samples.  

In addition, generating a questionnaire that have a high degree of reliability and 

validity demands that the questions are well prepared, have a good structure and 

that the questionnaire has been pilot tested (Saunders et al., 2007). All these 

criteria are met before the questionnaire is send out, as explained more in detail in 

the method section 2.2. Due to the similarities from the respondents’ answers, we 

believe that the reliability and validity of the questionnaire is reached. However, 

some parts in the study could be done differently, as discussed in the next section. 

2.4.1    Critique of the study 

Since a follow-up e-mail has not been sent out to the companies participating in the 

study, the result may be less reliable as a follow-up e-mail could have resulted in a 

larger answer frequency. This was not done because the answers we received from 

the respondents were very similar, which made us take the decision that no more 

respondents were needed.  

Question 5 (see p. 25) in the descriptive findings is asked in a way that might direct 

the respondents’ to only consider directs costs and ignore indirect costs. Since we 

might have affected the way the companies have answered that question, the 

validity of that specific question is diminished. 

To further strengthen our chosen method we want to elaborate on other 

methodological considerations made but not carried through. It would have been 

possible to collect the data by use of in-depth interviews to strengthen the 

reliability and validity of the study. In this way, we could have received more 

background information of companies’ opinions and better understand the 

underlying reasons. We would also have the possibility to exactly and correctly 

communicate the questions and their intentions. Hence, the aim with this thesis is 

not to get deep insight in the companies view, but instead, receive a general idea 

about their opinions regarding the EPA and temporary agencies. Therefore, in-

depth interviews are not included.   

 



Personnel costs  Granlöf & Gyllenstrand
  

9 

3 Theoretical framework 

3.1 Personnel costs of having permanent workers 

In this chapter, personnel costs due to bad recruitments and absenteeism are 

explained. These are costs related to labor law, which means that they concern 

permanent workers in the company. 

3.1.1 The cost of labor law 

Coe et al. (2009) cite the following in their article: 

 “In many ways I think the regulations in Sweden make it good for the staffing 

industry. Because there are so many restrictions about employment in Sweden and 

there are employers which are afraid to employ because they know if they take this 

person into the company it´s very, very hard to get rid of the person if it doesn´t work. 

And that´s good for the staffing industry because then we can come in and give the 

customers the flexibility that is needed” (Coe et al., 2009, p. 65). 

In another article by Addison and Teixeira (2003), this view that employment 

regulations negatively affects employers hiring decisions is supported. Here, it is 

stated that employment protection increases labor costs, as well as it gets more 

difficult to produce at the intended amount of output. In periods of declining 

demand from customers, it is hard for companies to terminate permanent 

employments because of the cost of changing employment and the restrictions in 

this area. Also, in terms of increasing demand, companies must consider if they can 

afford payment for additional workers in the future when the demand from 

customers are no longer rising. If they cannot afford this future expense, any 

additional workers should not be employed (Addison & Teixeira, 2003).  

The EPA makes it very difficult to terminate an employment with dismissal. It is 

practically impossible to dismiss a worker in the event that the employee does not 

perform adequately or is inappropriate for the job. The reason for dismissal shall 

be deemed adequate and a valid reason is a serious activity such as grave 

neglection of one’s duties, criminal activity, and violence against property or 

serious substance abuse problems (Glavå, 2001). 

An employer can terminate an employment due to shortage of work, but in that 

case they must follow the rules regarding order of priority (Glavå, 2001). This 

means that anyone cannot be included in the termination of employment when 

referring to shortage of work as the reason for it, even though it would be more 

profitable or efficient to terminate another employee than the ones who must go. 

The workers who lose their job in this way later have a priority right for any new 

employment in the company for the coming nine months after the termination, 
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which means that the company cannot choose to employ whoever they wish before 

those previously employed persons have been offered the position (Öman, 2007).  

Costs related to labor are often a major part of the total costs for a company, and it 

is many times difficult to predict those costs in advance. Therefore, companies seek 

alternative ways to permanent employment such as probationary employments or 

temporary employments. They do it to make sure that the right person is 

employed and to avoid costs related to permanent employments (Öman, 2007).  

3.1.2     The cost of bad recruitments 

Recruiting employees is costly for companies in terms of both money and time, and 

among the foremost of these costs are expenses and time for advertising, sampling, 

interviews, and training time for new workers. If the company successfully attracts 

the right person at the right time, performing the right task, this list of recruitment 

costs does not need to accelerate. However, the costs increase a lot at less 

successful recruitments and result in additional costs such as lower productivity, 

loss of customers, low morale and possible lawsuits. Replacing a bad recruit 

normally costs from 30% of an unskilled and newly entered worker´s annual 

salary to five times the salary of a manager (Hacker, 1997). 

Öman supports this view in his article (2007) and states that the recruitment 

process takes a lot of time and resources, especially for small firms, and the 

payback from the investment is uncertain from the start. A newly employed person 

needs education and training to become effective, and as the time goes by a 

company will have changed in areas of technology and economic position, which 

requires continuous training and education. As employees becomes more skilled 

and receive more knowledge they will also be more attractive on the job market 

and to competitors (Öman, 2007).   

3.1.3     The cost of absenteeism 

According to Cascio and Boudreau (2008), absenteeism is when workers neither 

stay at work as scheduled, nor report that they cannot attend. The expression 

“scheduled” means that only circumstances when workers are supposed to be at 

work are included, and not situations as vacation or planned absents like visiting a 

doctor.  Absenteeism of workers negatively affect a company, mainly due to the 

fact that this employee´s work is not being done at all, or done less well by another 

supplement worker. The most common reason why people are absent is sickness 

like a cold or the flu. Also other diseases as stomachache, headaches and back 

problems are common. Other reasons for absence that do not include personal 

diseases are family related issues like sick children, sickness due to stress or a low 

work mentality. The consequences of absenteeism are increasing costs for the 

company, and the main costs can be divided into four categories:   
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1. Direct costs, as wages and employment benefits. 

2. Costs of managing problems due to absenteeism, such as operational issues 

of how the absence of a worker can be solved. These issues can be troubles 

with production, replacing the absent worker and introducing other 

workers to do the job instead. Also, observing the performances of the 

replaced workers to make sure that they perform the task correctly. If 

absenteeism refers to low work mentality, costs of counseling and discipline 

conversations must also be added. 

3. Costs of replacing the absent worker with another employee, for example 

overtime expenses. Also, it might not be enough to just replacing one 

worker, so decisions regarding how many replacement workers that is 

proper to use must be considered. 

4. Costs of reduced work output and lower quality of the work performed.  

These costs are due to less productive result from replacement workers, as 

well as shutdown of production and revision of work (Cascio & Boudreau, 

2008).  

3.2 The relevant employment rules in the EPA 

In the previous chapter, personnel costs related to permanent workers are explained. 

Permanent workers are protected by the EPA. This chapter is therefore explaining 

the meaning of the EPA and the rules which mainly affect companies’ personnel costs. 

3.2.1  Explanation of the EPA  

The EPA was implemented in year 19823 with the purpose to increase the security 

for employees concerning termination of employment, and is valid for all workers 

but with some exceptions. These exceptions are the owners’ family members, 

company executives, people working in their employer’s household and workers 

who are specially supported or in sheltered employments (Landsorganisationen4, 

2009). 

The EPA consists of many regulations that protect the workers. However, this 

thesis only focuses upon the following four different areas: 

1. The time period of employment, §§ 4-6 EPA  

2. Termination of employment; § 7 EPA, and dismissal; § 18 EPA 

3. Order of priority in association with termination of employment, § 22 EPA 

4. Re-employment, § 25 EPA 

                                                        
3 The first version of an Employment Protection Act in Sweden is law SFS 1974:12 (Neal, 1978) 

4 Landsorganisationen i Sverige = The Swedish Trade Union Confederation 
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3.2.2    The time period of employment 

According to the first section in § 4 EPA, the main rule is that all employments are 

permanent. However, exceptions to this rule allow companies to use fixed-term 

employment: for general fixed-term employment, for a temporary substitute 

employment, for a seasonal employment and when the employee has attained the 

age of 67 (§ 5 first section EPA). A general fixed-term employment and a 

temporary substitute employment will automatically become a permanent 

employment if the worker has been employed more than two years in a five year 

period (§ 5 second section EPA). An employer can also use a contract for 

probationary employment for no more than six months, and if the employer does 

not say that they want the employment to end, it will automatically transform to a 

permanent employment (§ 6 EPA).  

According to Leviter and Muller (2007), a fixed-term employment is allowed when: 

 “the work is only for a specific season or task, or a fixed-term contact is 

necessitated by the special nature of the job;  

 the contract is for temporary substitute employment, a traineeship, or for 

employment during a vacation;  

 the work is only for temporary periods of high workload (in this case, the 

contract may not exceed six months during any two-year period);  

 the employee is currently receiving a pension, where the employee must retire 

upon his or her 67th birthday, or another agreed-upon age; or  

 the contract is for the period pending the employee’s commencement of 

compulsory military service lasting for over three months” (Leviter & Muller, 

2007, p. 1). 

Employers may terminate probationary employments at any time (§ 6 third 

section EPA), and such termination must be informed to the employee two weeks 

in advance (§ 31 EPA).  Additionally, the local union to which the employee belongs 

must be informed of this action. Both the employee and the union are entitled to 

consultation with the employer regarding the termination (§ 31 first section EPA). 

3.2.3. Termination of employment5 and dismissal6 

According to § 7 first section EPA, an employer cannot terminate an employment 

unless there is an objective ground. If the termination is due to personal reasons, it 

cannot be grounded on situations occurring further back than two months from 

                                                        
5 Dismissal due to § 7 EPA will be referred to as termination of employment in the thesis 

6 Dismissal due to § 18 EPA will be referred to as dismissal in the thesis 
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the time of notice (§ 7 third section EPA). Illness for example, is not a valid ground 

for termination of employment unless the worker is so sick that he or she cannot 

perform any useful job at all, and the company has done everything they can to 

help the employee concerned through rehabilitation and adjustment in the work 

place. Chronic alcoholism is not either a valid reason for termination of 

employment, if the worker admits that the addiction is a disease. In that case, the 

conditions for the employer is the same as in case of disease, namely that the 

employer must provide help with rehabilitation and do whatever they can to help 

the worker with the addiction before a termination of employment can be valid 

(Glavå, 2001). If a worker has severely misbehaved in his obligations towards the 

employer there is a valid ground for dismissal (Eurofound, 2009). 

Dismissal of an employee may be valid in some of the following circumstances:  

 “serious incidents or threats of violence at the workplace;  

 serious crimes against the employer’s property; 

 sexual harassment of pupils, if at a school; 

 activity disloyal to the employer; and 

 participation in an illegal strike after orders to cease strike activity has been 

issued” (Leviter & Muller, 2007, p. 1). 

3.2.4        Order of priority in association with termination of employment 

According to § 22 EPA, rules regarding order of priority in case of termination of 

employment must be followed before the termination takes place. Furthermore, 

since this rule is only effective when employments are terminated due to shortage 

of work, it is not valid in cases of dismissal (§ 22 first section EPA). This rule 

implies that if worker A has been employed for a longer time in the company than 

worker B, worker A has priority to further employment. In other words: “Last-In-

First-Out” (Below & Skogman, 2010). 

There are however an exception to this rule which allow employers to exclude two 

workers from the priority orders. This means that these two have priority to 

further employment, independent of the duration of their employment. The 

requirement for companies to obtain this privilege is however that the total 

number of workers does not exceed ten. In other words, for companies with more 

than ten workers, this exception is not valid (§ 22 second section EPA). 

3.2.5 Re-employment 

In § 25 first section EPA it is stated that if a termination of employment occurred 

due to shortage of work, the employees concerned have preference for re-

employment in the company where they were earlier employed. The requirement 
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for this right is that the worker has been employed by the company for at least 

twelve months in the last three years, and also has adequate qualifications for the 

new work. This right to re-employment is valid from the time of employment 

termination notice, and lasts up to nine months after the employment was 

terminated (§ 25 EPA). 

3.3  Advantages of using temporary agencies 

Temporary workers are not included in the EPA, which means that companies can 

come around the EPA if hiring workers from a temporary agency instead of 

permanently employing workers. In this chapter, the benefits of using temporary 

agencies and its effects on personnel costs are therefore explained.  

3.3.1    Increase flexibility, assist in the recruitment process and 
facilitate outsourcing  

Blanpain and Graham (2004) claim that temporary agencies are a success due to 

added value for the employer, the workers, the labor market and the society in 

general. There are three major reasons for an employer to use temporary agencies, 

and the first is the need for flexibility. In the more globalized economy, the need for 

flexibility has increased for employers in their attempt to maximize profits and 

minimize losses. Temporary workers can replace absent workers or be used to 

adjust the number of workers due to fluctuations in demand. The second reason is 

the use of temporary agencies as a screening tool for hiring personnel, and the last 

reason is due to an increase in outsourcing. More and more companies concentrate 

on the core competence of the firm and outsource the rest, especially human 

resource activities, which give temporary agencies an important role (Blanpain & 

Graham, 2004).  

Ward et al. (2001) also agree that the use of temporary agencies can be used as a 

help for flexibility, outsourcing and a screening tool for hiring personnel. An 

additional reason however, is the motive to get assistance with management tasks. 

Recruitment of workers is a huge part in human resource management, which 

means that managers can save considerable amounts of time by getting assistance 

with this from a temporary agency. Most often the company is not involved until 

the very end of the selection process, when just a few candidates are left. Later on, 

when candidates have been chosen and are working, the human resource 

department can instead focus on evaluating their results, without any 

commitments to permanent employment (Ward et al., 2001). 

According to Hall (2006), companies use temporary agencies mainly due to five 

reasons. The first four reasons are the same as Ward et al. (2001) state, but Hall 

(2006) also adds “access to skills”. Temporary agencies offer the specialist 

knowledge of their temporary workers, which would be perfect for a company to 

use if it mainly needs this specific knowledge for a shorter period of time. This is 
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often the case for companies operating in a flexible environment, where core 

competencies need to be complemented with expertise knowledge regarding the 

current business environment. Most often, these workers are employed by 

contract through temporary agencies, which means that the employer has a far-off 

relationship with those experts. In cases where the company wants to employ a 

highly skilled worker for direct employment however, it is advisable that the 

employer is much stronger involved in both the recruitment process and the 

worker (Hall, 2006).  

3.3.2    Reduction of fixed labor costs 

Ward et al. (2001) also argue that companies use temporary agencies to reduce 

fixed labor costs. It is also a result of the fact that companies view a reduction of 

labor costs as quite an easy way of reducing the entire budget cost for the 

company. Even if companies have to pay agency fees to temporary agencies on top 

of the temporary workers hourly rate, companies save on labor costs due to not 

having to pay for sickness cover, pension contributions and payments for holidays 

(Ward et al., 2001). 

Temporary agencies typically help companies to get staff in the short term, such as 

at peak workloads and to assist with temporary solutions. At peak workloads, 

companies can use workers from agencies exactly those days or months when the 

need is greatest, and do not have to hire additional workers permanently. Of 

course, short term cover can be accomplished by overtime work by permanent 

workers, or by increasing their knowledge and then expanding the duties of the 

permanent workers. However, this is not always possible, and by using temporary 

workers the extra strain on ordinary personnel that normally would have occurred 

due to a heavy work load, is reduced. Except from these costs and the extra strain 

on permanent workers which may occur if not using temporary workers, the 

employer also saves expenses for taxes and benefits of an extra permanently 

employed worker. Moreover, the company does not either have to bother about 

holiday-, sickness- and payroll administration for temporary workers which saves 

both time and money for the company (Biggs, Burchell & Millmore, 2006). 

3.4         Drawbacks of using temporary agencies 

Temporary agencies do not only positively affect companies. Therefore, this chapter 

explains the drawbacks with using temporary agencies and how this use negatively 

may affect companies personnel costs. 
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3.4.1    Different employment contracts in the work force 

Having both permanent- and temporary workers in the work force can be 

beneficial for companies in terms of both flexibility and work performance. 

Temporary workers contribute with fresh spirits and knowledge from other 

branches and tasks, and can prevent permanent workers from feeling too 

comfortable in their jobs. Drawbacks for managers however, can be dealing with a 

work force performing similar tasks but receive different salaries and employment 

contracts (Bergström & Storrie, 2003). 

Temporary workers do not receive normal employment benefits as sickness pay, 

holiday- and pension compensations which can create tensions in the work force. 

Neither do they gain from in-house training or career development, which can be a 

strong reason for high dissatisfaction amongst temporary workers. It is also more 

difficult to affect working conditions for temporary employees, and it can be 

frustrating to not be able to see the end result of one’s work. Working in an 

industry environment can also be more dangerous for temporary workers 

compared to permanent workers, because of the routine knowledge it sometimes 

take to handle the machines correctly according to safety regulations. This means 

that there is a higher risk for work related injuries and accidents for temporary 

workers (Bergström & Storrie, 2003).  

3.4.2     Problems with motivation among temporary workers 

According to Burgess and Conell (2006) temporary employees suffer from a higher 

level of dissatisfaction compared to permanent workers. This implies that 

managers need to be aware of and deal with the issue of lower satisfaction, as well 

as try to prevent lower commitment among these workers. Higher levels of 

dissatisfaction and lower commitment have a negative affect also on the 

performance, and according to the authors, temporary workers do perform their 

work with less quality resulting in a reduced level of outcome compared to 

permanent workers. This view is also supported by Forde and Slater (2006) who 

conclude in their study that higher dissatisfaction and lower motivation are the 

two main issues for human resource managers regarding the use of temporary 

agencies. However, in organizations where the possibility of getting a permanent 

position is evident, it is clear that both motivation and satisfaction are higher 

among the temporary workers. In addition, the length of the temporary 

employment is also an important factor, as shown by employees being employed 

more long term having a higher job satisfaction (Forde & Slater, 2006). 

3.4.3 Issues with permanent workers and temporary agencies 

Tensions in the work force do not only occur due to worse working conditions for 

temporary workers, but also due to increased dissatisfaction among permanent 

workers. Increased dissatisfaction can arise due to fear, and the main reason is the 
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fear of being replaced by temporary workers. This is found in a study in the US, 

where permanent workers reported a higher level of dissatisfaction and negative 

attitudes against the organizations due to introduction of temporary employees 

(Biggs et al., 2006). 

Finally, an additional issue that managers must deal with when using temporary 

workers is the contact with the work agency. The relationship between the 

company and the agency is not only regulated by contract, but through regular 

contacts and negotiations. To have a daily contact with the temporary agency is not 

uncommon, which means that a lot of time must be spent on this partnership 

(Ward et al., 2001). 

3.5      Human resource accounting 

In this part, the benefits and drawbacks with using temporary agencies are presented 

more in depth. This is done by theories explaining the costs for both permanent and 

temporary workers, as well as the effect these employments may have from an 

accounting perspective.  

3.5.1  The importance of human resource accounting 

Human resource accounting affects management decisions regarding 

organizational resources such as a lay off decision. When the decision is made to 

lay off a worker, the company immediately saves money due to a reduction in 

payroll expenses. When the company later decides to expand again, the laid off 

worker might be employed by someone else and the company is left with costs for 

training a new recruit. Therefore, it is important that the manager includes this 

hidden replacement cost when making the decision to lay off a worker or not. 

Moreover, the role of human resource accounting is to provide the management 

with a numerical understanding of all aspects including both the direct costs 

associated with lying off a worker as well as the costs associated with replacement 

(Flamholtz, 1999). 

3.5.2 The cost of permanent workers  

The personnel costs a company realizes due to their employees are mainly 

consisting of wages, vacation pays, employment taxes and other social costs. The 

costs for national pension’s schemes, health insurances, fees for industrial injuries 

and the EU-fees are all included in the employment taxes (Thomasson et al., 2004). 

 

The vacation pay for a worker with a fixed monthly payment is calculated by 

multiplying the monthly gross wage with 0,43% (§ 16a SFS 1977:480). If the 

worker does not have a fixed wage the vacation pay is calculated by multiplying 

the gross wage for the whole earning period with 12% (§ 16a SFS 
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1977:480). The employer and the employee are allowed to agree upon a different 

amount (§ 2a 1977:480), for example the Swedish union “IF Metall” have agreed 

upon a 13% rate for calculating the vacation pay for its members (IF Metall, 2010). 

The employment tax is calculated by multiplying the gross wage with 31,42% 

(Skatteverket, 2010). 

 

In the example below in figure 1, a clarification of the cost per month for a 

permanent worker is presented. This example concerns a worker who is assumed 

having a fixed gross wage of 21, 000 SEK7 per month. The supplement charge used 

for the vacation pay is 0,43% and the employment tax is 31,42%. 

 

The gross wage:    21,000 SEK 

Vacation pay:                21,000 SEK*0,0043 ≈90 SEK 

Employment tax:          21,000 SEK *0,3142 =6,598 SEK  

Total     27,688 SEK 

                      Figure 1: The cost of a permanent worker 

Hence, the company must pay 21,000 SEK for the gross wage and 6,688 SEK in 

additional costs (90 SEK+6,598 SEK=6,688 SEK) which sums up to a total cost of 

27,688 SEK for the permanent worker. The additional costs to the wage are 

approximately 6,688 SEK/21,000 SEK≈ 0,32 (32%) of the ordinary gross wage. 

3.5.3 The cost of temporary workers 

According to A. Persson (personal communication, 2010-06-03) who works at the 

Swedish temporary agency “Academic Work” and E. Lindström (personal 

communication, 2010-06-03) who works at the Swedish temporary agency 

“Proffice”, companies (i.e. customers) have to pay an additional cost represented 

by factors 0,6-0,7 (60%-70%) and factors 0,4 – 1,4 (40%-140%) respectively times 

the ordinary gross wage, when hiring a temporary employee from the agencies. 

The amount of additional costs that is being charged depends on what industry it is 

and the competence needed to do the job. They also include costs for the 

temporary workers such as employment taxes, administrative expenses, sickness 

insurances and add-on profit for the temporary agency.  

                                                        
7 SEK= Swedish crowns 
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If the company uses a temporary worker instead of a permanent worker, the cost 

of the temporary worker is calculated according to figure 2. The gross wage for the 

temporary worker is 21,000 SEK/month and the additional cost per month are 

calculated with factor 0,7. According to A. Persson (personal communication, 

2010-06-03) and E. Lindström (personal communication, 2010-06-03), the 

additional costs for temporary workers are between factors 0,6-0,7 and factors 

0,4-1,4 for their customers (companies). Therefore, we chose to calculate with the 

factor 0,7 in this example.  

The gross wage:             21,000 SEK 

Additional cost:  21,000 SEK *0.7 = 14 700 SEK 

Total            35,700 SEK 

         Figure 2: The cost of a temporary worker 

The company which uses a temporary worker must pay the temporary agency 

21,000 SEK to cover the wage expense as well as an additional cost of 14,700 SEK 

which sums up to a total cost of 21,000 SEK +14,700 SEK=35,700 SEK per month 

for the temporary worker. 

3.5.4 Personnel costs in the income statement  

As well as it is important for managers to know the economical impact on deciding 

to lay off a worker, it is also important to know the economical impact on the 

company when determining to hire a worker by using a temporary agency. There 

is a difference in how the cost is presented in the income statement depending on 

if the company is using temporary agencies or their permanent employed 

personnel. Sweden is following the Basic Standard Chart of Accounts (BAS) for 

reporting economical transactions within the company (Johansson & Samuelsson, 

1998). All costs or expenses that are related to wages and salaries for the 

permanent personnel in the company are recorded in account category 7 

“personnel costs, depreciation etcetera” (BAS 2006). However, the costs of using 

personnel from a temporary agency are not included in the cost of wages and 

salaries (European Union, 2009). Hence, the temporary personnel are recorded in 

account categories 5-6 “other external operating expenses” (BAS, 2006).  

To illustrate the effect of showing the cost of temporary workers and the cost of 

the company’s own personnel in different accounts, an example from an income 

statement is presented. This income statement only represents one month, but in 

reality an income statement usually represents a year (Thomasson et al., 2004). In 

this example, the company can choose to either use a permanent worker (scenario 

1) or hire a temporary worker (scenario 2). 
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                                                           SCENARIO 1          SCENARIO 2 
Revenues: 
Sales                40,000 SEK              40,000 SEK 
Total operating revenues             40,000 SEK              40,000 SEK 
 
  
Operating costs: 
Commercial goods                  -2 ,000 SEK               -2,000  SEK 
Other external operating expenses           -0 SEK              -35,700 SEK 
Personnel costs                 -7,688 SEK                       -0  SEK 
Depreciation/Devaluation                    -200 SEK                  -200  SEK 
Total operating costs              -29,888 SEK             -37,900 SEK 
      
Operating Profit           10,112 SEK                2,100SEK  
 
 
Interest income                       0 SEK           0 SEK 
Interest charged                          0 SEK                          0 SEK 
Profit after financial items           10,112 SEK                2,100 SEK 
 
 
Month-end adjustments                       0 SEK         0 SEK 
Taxes                           0 SEK                         0 SEK
  
              
Profit for the month                      10,112 SEK            2,100 SEK 
 
  

                       Figure 3: Example of an income statement 

 

In figure 3, the sales for the month are 40,000 SEK in both scenarios which is 

summarized in the “total operating revenues”. The company uses a permanent 

worker in scenario 1, which according to figure 1 (p. 18) costs 27,688 SEK and 

should be reported as a personnel cost in the income statement. If the company 

uses a temporary worker instead of a permanent worker (scenario 2), the costs of 

that worker is not reported as a personnel cost. Instead, the cost is reported in the 

account for other external operating expenses. Therefore, the personnel cost for a 

temporary worker is 0 SEK in the income statement. The cost of a temporary 

worker is 35,700 SEK according to figure 2 (p. 19), which is reported in the 

account for other external expenses. The cost of commercial goods (2,000 SEK) 

and the depreciation/devaluation (200 SEK) are the same for both scenarios and 

do not change depending on the type of employment. 

The operating profit for the month is calculated by subtracting the total 

operational costs from the total operating revenues, which for scenario 1 result in 
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an operating profit of 10,112 SEK (40,000 SEK-29,888 SEK= 10,112 SEK) for the 

month and in scenario 2 an operating profit of 2,100 SEK (40,000 SEK-37,900 

SEK= 2,100 SEK) for the month. Since the company does not have any interest 

income or interest charge, the profit after financial items will be the same (10,112 

SEK in scenario 1 and 2,100 SEK in scenario 2). Furthermore, the company does 

not make any month-end adjustments or pays any taxes during the month which 

results in a “profit for the month” of 10,112 SEK in scenario 1 and 2,100 SEK in 

scenario 2. In reality, “month- end adjustments” and “profit for the month” does 

not exist in an income statement but is usually named “year-end adjustments” and 

“profit for the year” (Thomasson et al., 2004). However, the years are changed to 

months in this figure in order to clarify the differences of costs per month.  

“Profit after financial items” (in companies´ income statements) are used in order 

to calculate key ratios such as companies profitableness. Key ratios are used in 

order to estimate the value of a company and are important in order for managers 

to make correct predictions and decisions regarding companies´ future and long 

term survival. These decisions and predictions are of great importance for 

companies´ stakeholders, such as workers wanting to know the possibility of 

receiving sufficiently salaries and their future employment security (Thomasson et 

al., 2004). 
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4 Presentation of descriptive findings 

Chapter four presents the answers from the 32 companies participating in the 

investigation. Questions 1-4 relate to the usage of temporary agencies and 

questions 5-8 relate to companies opinions of the EPA and which problems they 

may experience due to this law. Question 9 is an open ended question where the 

companies state their own thoughts about advantages and disadvantages with the 

use of temporary agencies and the EPA. 

68 companies are contacted and asked to participate in the study, and 32 of those 

companies have chosen to answer the questionnaire. Nine of the 32 companies 

state that they do not use a temporary agency and hence, there are 23 companies 

stating that they have used a temporary agency during the years 2007-2009. 

Therefore, 32 answers are reported in question 1. However, in the remaining 

questions (2-9) the total amount of companies participating do not exceed 23. Also, 

there is a difference in the answer frequency between the questions since all 

companies have not answered every question.  

4.1  The usage of temporary personnel over the years 2007-
2009 

The first question in the questionnaire concerns how many times the companies 

have used temporary personnel during the years 2007-2009. This question aim to 

investigate the commonality of using temporary personnel, as well as to inform the 

respondents that some experience of using temporary personnel is needed to 

participate in the study. 32 companies answer this question, but since nine of them 

state never to have used temporary workers between the years 2007 and 2009, 

their answers are not considered. 

   Figure 4: The usage of temporary personnel 2007-2009 

Two of the companies state that they always use temporary personnel and seven 

companies answer that they have used temporary personnel more than ten times 

during the time period. The most common answer is that the companies have used 

temporary personnel between one and ten times during the three years, which 14 

companies state.  

Number of 
companies 

Answer 
alternatives 
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4.2   The reason behind companies use of temporary 
personnel over the years 2007- 2009 

The second question concerns the main reason of why companies used temporary 

personnel (from temporary agencies) between the years 2007-2009. Every 

company has the ability to fill in multiple answers from the alternatives stated. 

They are also given the possibility to choose “other reason than the ones stated” 

and consequently elaborate on specific explanations to their use of temporary 

personnel. 28 answers are received and 19 companies respond to the question, 

meaning that multiple answers exist.  

  Figure 5: Why companies use temporary personnel 2007-2009 

The most common answer among the companies is that using temporary workers 

are because they provide the company with more flexibility, which 13 companies 

answer. Six companies use a temporary agency for conducting recruitments and 

five companies use temporary workers when the ordinary personnel are absent. 

There are none which use a temporary agency when having outsourced parts of 

the company, and four companies do not answer at all. Four companies do also fill 

in the alternative “other” and the first of them states; “we used temporary workers 

in connection with rebuilding” and the second answer is “our company used the 

help from temporary workers in connection with maternity leave”. The third 

statement is “the company had a temporary shortage of personnel which was 

needed for a specific project” and the last company states that they used a 

temporary agency during their first month of business.  

4.3     Offering a temporary worker a permanent position over 
the years 2007-2009 

23 companies respond to whether they have offered a temporary employed 

worker a permanent position at their respective company sometime during the 

years 2007-2009. This question is implemented in order to investigate if the 

companies only use temporary workers for short periods of time or if they in fact 

Number of 
companies 

Answer 
alternatives 
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have had the intention to keep some of the workers on a long term basis and use 

the agency as a tool for recruitment. 

 Figure 6: Offering a temporary worker a permanent position 2007-2009 

16 of the companies state that they have offered a temporary employed worker a 

permanent position during the years 2007-2009, and seven companies state that 

they have not offered a permanent position. 

4.4     The proportion of temporary personnel in the work force 
over the years 2007-2009 

In the fourth question the companies state the proportion of their workers coming 

from a temporary agency. However, some of the companies insist on answering in 

numbers instead of percent. The participation frequence among the companies 

vary between the subquestions (i.e. the three years). 19 companies answer for the 

year of 2007, 21 companies answer in total for the year of 2008 and 20 companies 

answer in total for the year of 2009. In the first figure (figure 7), the which answer 

in percent are presented. 

Year / Procentage of 
temporary worker 

0% 1-5% 5-10% 10-20% Total 

2007 8 5 0 2 15 

2008 7 7 1 1 16 

2009 7 6 1 2 16 

Figure 7: The proportion of temporary workers in the work force in percent 2007-2009 

During year 2007, eight companies had zero temporary workers in the work force. 

In the same year, five companies´ work force consisited of 1-5% temporary 

workers, zero companies consisted of 5-10% and two companies consisted of 10-

20% temporary workers. During year 2008, seven companies consisted of zero 

temporary workers, seven companies consisted of 1-5%, one company consisted of 

Number of 
companies 

Answer 
alternatives 
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5-10% and one company consisted of 10-20% temporary workers. During year 

2009, seven companies´ work force consisted of zero temporary workers. In the 

same year, six companies consisted of 1-5% temporary workers, one company 

consisted of 5-10% and two companies consisted of 10-20% temporary workers. 

In the next figure (figure 8), the companies which answered in numbers are 

presented.   

Year / Number of employed 
temporary employees 

1-5 Total 

2007 4 4 

2008 5 5 

2009 4 4 

Figure 8: The proportion of temporary workers in the work force in numbers 2007-2009 
 

In year 2007, four companies had 1-5 temporary workers in their work force. In 

year 2008, five companies had 1-5 temporary workers and four companies also 

had 1-5 temporary workers in their work force in year 2009. 

4.5    Did the use of temporary agencies reduce personnel 
costs in year 2009? 

The fifth question concerns if the use of temporary agencies reduced the personnel 

costs in year 2009. Several sub questions were stated related to this question, such 

as “which personnel cost has decreased most”. However, these sub questions all 

required a positive answer from the companies in the main question. This was not 

obtained, which means that none of the companies were able to answer the sub 

questions.  

                 Figure 9: Did the use of temporary agencies reduce personnel costs in year 2009? 
 

Number of 
companies 

Answer 
alternatives 
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None of the companies states that the costs of their personnel have been reduced 

due to the use of temporary agencies. 17 of the companies answer that the costs 

had not been lowered, and six companies do not answer the question.  

4.6     What problems did the EPA create for the companies 
over the years 2007- 2009? 

In the sixth question the problems with the EPA are presented, and the focus is 

upon what kind (if any) of problems the companies have experienced due to 

regulations in the EPA. 21 – 22 out of the 23 participating companies responded to 

this question.  

Problems/Frequency Never Once Some-

times 

Often TTotal 

Not being able to dismiss 
personnel who did not perform 
the job properly 

14 5 0 2 21 

Re-employment 13 6 2 0 21 

The rules regarding order of 
priority in association with 
termination of an employment 

12 7 3 0 22 

Bad recruitment 7 11 3 0 21 

                                      Figure 10: What problems did the EPA create for the companies 2007-2009? 

14 companies never experienced any problems with the ability to dismiss workers 

that are not performing the job properly, but five companies state that they have 

had problems due to this regulation once, and two companies respond that they 

experience this often. 13 companies have had problems due to the regulation 

regarding re-employment, six companies state that they have experienced problem 

due to this once, and two companies answer that they have experienced this 

sometimes. 12 companies have never had any issues with the regulation of order 

of priority in association with a termination of employment. However, this is 

experienced once by seven companies and sometimes by three of the companies. 

Finally, seven companies answer that problems with bad recruitments never 

occur, but 11 companies have experienced this once and three companies do 

sometimes have problems with this.  

4.7     Do you want the EPA to change? 

The seventh question concerns whether the companies want the EPA to change 

regarding the rules for termination of employment, dismissal, re-employment and 

order of priority in association with termination of employment. 22 out of 23 

companies participate in this question. 
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Regulations in the EPA / 

Alternative answers 

Yes No Do not 

know 

Total 

Termination of employment 17 5 0 22 

Dismissal 15 7 0 22 

Re-employment 15 7 0 22 

The rules regarding order of 
priority in association with 
termination of an employment 

18 4 0 22 

                                                                              Figure 11: Do you want the EPA to change? 

17 companies would like to change the regulation concerning termination of 

employment whereas five companies do not. 15 companies would like to see a 

change in the regulation regarding dismissal and re-employment, whereas seven 

companies do not. Finally, 18 companies want the EPA to change regarding order 

of priority in association with termination of employment, and four companies do 

not think that these rules need to change.  

4.8    Effects of the permanent workers 

In question eight the companies’ report their opinions of whether they believe that 

their permanent workers become more loyal, motivated or productive due to the 

existence of the EPA. 22 out of 23 companies participate in this question.  

How the EPA affects 
workers/Alternative 
answers 

Yes No No 
opinion 

Total 

Loyal 0 22 0 22 

Motivated 0 22 0 22 

Productive 0 22 0 22 

           Figure 12: Effects of the permanent workers 

All companies answer that they do not think that their permanent workers become 

more loyal, motivated and productive due to the EPA.  

4.9 Opinions from the companies 

The final question in the questionnaire (i.e. question nine) is an open-ended 

question where the companies have the opportunity to state their own opinions. 

The companies are asked to describe the perceived benefits and drawbacks with 

both the EPA and the use of temporary agencies. 12 out of 23 companies have 

chosen to answer this question, and nine of their comments are stated below. Since 

the companies are asked to give their own opinion, it is difficult to make a  
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summary of the comments by the use of diagrams. Consequently, a summary of 

their individual statements is presented in the form of citations instead.  

Increased flexibility is the most frequent answer from the companies regarding 

benefits of using temporary agencies. This is mentioned in three of the 12 

statements and explained in terms as “increased ability to plan for production” or 

simply “it increases flexibility”. Drawbacks of using temporary agencies are 

identified to relate to the cost of its use, as reported by two of the companies.  

The main advantage of the EPA is that it provides safety for workers, as reported 

by two of the companies. Among the drawbacks reported, on the other hand, no 

such similarity or common ground of attitude is found. All of them are therefore 

included individually in section b below. Only nine of the 12 comments received 

from the companies are presented below, since the remaining three are almost 

identical and somewhat repetitive. After every statement there is information in 

brackets displaying how many of the 12 companies that answered similarly. 

a) What do you think are the benefits and drawbacks of using temporary 

agencies?  

 “A positive aspect with using temporary agencies is that both the company and the 

temporary worker receive a clear view of the work/coworkers/the competence of 

the temporary worker before possible employment.” (1 out of 12 answers) 

 “What we like about using temporary agencies is that it provides greater flexibility 

and the exact competence needed for specific times.” (2 out of 12 answers) 

 “Temporary agencies are perfect to use when the future level of production is hard 

to predict, making it difficult to calculate the amount of staff needed.” (1 out of 12 

answers) 

“It is very expensive to use temporary agencies, and the time it takes to learn and 

introduce new workers can be very complicated.” (1 out of 12 answers) 

b) What do you think are the benefits and drawbacks of the EPA? 

 “The EPA is bad in many ways, but if I have to choose one, it would be that it 

makes us more unwilling to permanently employ workers.” (2 out of 12 answers) 

“A negative aspect with the EPA is that one cannot choose to keep the most 

competent staff in all cases of termination of employment, due to the rules 

regarding order of priority.” (1 out of 12 answers) 

“Due to the EPA, workers tend to hesitate when facing new work opportunities. 

This is because the rules regarding order of priority make them vulnerable in their 

new work where they will be the last employed worker, and consequently the first 

who has to leave.” (1 out of 12 answers) 
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“Sometimes, it can be good to blame one’s decisions on the EPA, and in that way we 

do not need to take personal responsibility. However, most often the EPA is a 

problem, because in a recession it is hard to keep the workers that contribute most 

to our success if one should strictly follow the labor law." (1 out of 12 answers) 

“The EPA provides safety and acts as a guideline on how to handle employees. It is 

also nice to know that everyone is bound by the same restrictions. Otherwise, 

safety and security for workers would disappear and create a scenario where we 

“buy and sell” employees on the labor market”. (2 out of 12 answers)
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5    Analysis 

In the first part of this chapter, an analysis of the research question “does the EPA 

increase personnel costs for Swedish companies“ is presented. This is done in 5.1 with 

a discussion of the personnel costs associated with having permanent workers, and in 

5.2 by analyzing the rules in the EPA that may or may not explain these costs. 

  

Subsequently, a discussion of the next research question, “can companies’ personnel 

costs be reduced by the use of temporary agencies“, is presented. This is done in 5.3 

and 5.4 by analyzing the benefits and drawbacks of using temporary agencies.  

 

Finally, the last research question “does the use of temporary workers affect 

companies’ accounting? “ is discussed. This is done in 5.5 which is a section regarding 

human resource accounting. 

5.1 Personnel costs of having permanent workers 

In this section, a discussion of whether the use of the EPA increases personnel costs 

for Swedish companies or not is held. This is done in order to depict a general picture 

of companies’ opinions regarding the EPA, which is a preparation for the section 5.2 

where these opinions are analyzed more in depth. 

5.1.1 The cost of labor law 

Labor law increases personnel costs for companies and makes them more 

restrictive in decisions regarding permanently employing workers (Coe et al., 

2009). Employment protection also makes it more difficult for companies to adjust 

to changes in demand, which affects production decisions and the amount of 

workers needed. From the descriptive findings, one can see that this is true and 

high levels of dissatisfaction are identified regarding order of priority, re-

employment and difficulties to dismiss workers who do not perform their work 

properly. An example of this dissatisfaction among the companies is cited below, 

where the following in question 9 (see p. 29) in the descriptive findings is stated:  

“Sometimes, it can be good to blame one’s decisions on the EPA, and in that way we 

do not need to take personal responsibility. However, most often the EPA is a 

problem, because in a recession it is hard to keep the workers that contribute most to 

our success if one should strictly follow the labor law."  

In this example, the problem to keep the most valuable workers in recessions is 

stated. Due to the EPA, companies can not choose which worker to keep when 

demand is declining and some employments must be terminated. However, the 

first sentence in the statement reveals that the EPA also may contribute to less 

responsibility for companies. If this statement refers to the second sentence above,  
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it probably means that also workers who are less valuable can be forced to leave 

the company in recessions. Then, companies can avoid the inconvenience with 

having to terminate an employment due to personal reasons which is often difficult 

and painful. 

5.1.2 The cost of bad recruitments  

The cost of recruiting is also an example of a cost related to the permanently 

employed workers. This cost does not only refer to the recruitment process with 

its costly and time consuming tasks such as scrutinizing applications, having 

interviews and job introductions. Foremost, it concerns the cost to employ a 

worker that turns out to not fit in the organization or do not perform the job 

adequately and properly. This is so due to the difficulty for Swedish companies to 

terminate an employment, when following the strict labor law. 

Negative comments regarding the EPA are found in question 9 (see p. 28) in the 

descriptive findings, where two of the companies state the following comment: 

“The EPA is bad in many ways, but if I have to choose one, it would be that it makes us 

more unwilling to permanently employ workers.”  

The problem with bad recruitments can be referred to the fact that it is difficult to 

terminate employment in cases where the worker does not perform well or 

misbehaves. An example of misbehavior is analyzed in the next section, where a 

discussion of absenteeism is made.   

5.1.3    The cost of absenteeism  

A worker that is often absents from work due to reasons such as low work 

mentality is costly for companies. Examples of these costs are wages, cost of 

replacing the absent worker, and cost due to reduced work output (Cascio & 

Boudreau, 2008). We believe that this is a clear example showing when it should 

be easier for companies to terminate an employment. 

However, in cases where the worker is absent owing to sickness or similar reasons 

we believe it is important that the EPA plays an important part and prohibit 

employers to terminate workers due to incidents they cannot themselves take 

responsibility for. This opinion is shared with one of the respondents in question 9 

(see p. 29) in the descriptive findings, who states: 

“The EPA provides safety and acts as a guideline on how to handle employees. It is 

also nice to know that everyone is bound by the same restrictions. Otherwise, safety 

and security for workers would disappear and create a scenario where we “buy and 

sell” employees on the labor market”. 
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5.2 The relevant employment rules in the EPA 

From the previous section 5.1 it is obvious that the labor law increases personnel 

costs for companies. In this section, we take the discussion further by analyzing the 

rules in the EPA that may contribute to these costs. 

5.2.1   The time period of employment 

In cases where the need for an extra worker is not permanent, it is important that 

the company can keep track on exactly how long the extra worker has been 

temporarily employed. Otherwise, employees that are temporarily employed or 

employed on a fixed-term contract can demand that they get a permanent 

employment after two years as stated in § 5, second section, EPA. In that case, 

companies are forced to offer the workers a permanent employment.  

5.2.2     Termination of employment and dismissal 

According to the descriptive findings in question 6 (see p. 26), 24% of the 21 

companies answering this question have had problems once in the last three years 

with not being able to dismiss permanent workers not performing their job 

properly. 10 % of the 21 companies answering question 6 also state that they often 

have faced problems concerning this issue. 77% of the 22 companies also believe 

that this rule must change, as evident in question 7 (see p. 26) in the descriptive 

findings.   

We believe that it should be difficult for companies to terminate employment or 

dismiss workers in general; otherwise the job security will be lost. However, we 

asked if they have had problems with workers not performing their job properly 

(not due to sickness), and if this is the case we understand the frustration among 

the companies. Therefore we advocate for that it should be easier to terminate 

employment for workers who do not perform their job properly. 

5.2.3 Order of priority in association with termination of employment 

The fact that companies cannot prioritize among its employees when downsizing, 

causes a double negative effect in times of trouble. As one could read from the 

example in the introduction, one manager had to let all his best workers leave 

because they were the last ones employed. This negative view of the rules 

regarding order of priority is supported in question 9 (see p. 28) in the descriptive 

findings, in which the following is stated by one of the companies: 

“A negative aspect with the EPA is that one cannot choose to keep the most 

competent staff in all cases of termination of employment, due to the rules regarding 

order of priority.”  

82% of the 22 companies which respond to question 7 (see p. 26) in the 

descriptive findings also state that they see this rule as a problem and think that § 
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22 in the EPA must change. This view is in line with our expectations, and we can 

understand that it creates problems for many companies. Depending on the 

situation, certain workers are more desirable to keep and if these have to be laid 

off it can be a disaster for the company. This is also supported by question 6 (see p. 

26) in the descriptive findings, were 45% of the 22 companies states that they 

have suffered between the years 2007-2009 due to this rule.  

Another aspect of this issue is that it creates unwillingness among workers to leave 

an employment in favor for a work at another company. This is showed in question 

9 (see p. 28) in the descriptive findings where one of the companies states: 

“Due to the EPA, workers tend to hesitate when facing new work opportunities. This 

is because the rules regarding order of priority make them vulnerable in their new 

work where they will be the last employed worker, and consequently the first who has 

to leave.” 

From our point of view, this can of course increase the intentions to stay at the 

current company actually benefitting the employers. To have workers that from 

time to time leave, chasing other jobs, is very costly. However, do companies want 

workers that stay just to avoid being the last employed at the new company? 

Probably not. 

5.2.4      Re-employment 

The descriptive material shows that companies consider the EPA should change in 

the field of re-employment. 68% of the 22 companies responding to question 7 

(see p. 26) in the descriptive findings state that the law regarding re-employment 

does not work, and 38% of the 22 companies state that problems due to this law 

have occurred for their company during the last three years. Furthermore, this 

rule, rather unexpectedly appear to be a source of great dissatisfaction among the 

companies. The re-employment rule is not valid for workers who have been 

dismissed due to personal reasons, but only for those who have been forced to 

leave due to shortage of work. Also, these workers must have been the last ones 

employed due to the rule regarding order of priority, making us wonder how 

common it really is for companies to make bad recruitments. If they do not want 

them to be re-employed, why did the company otherwise hire them in the first 

place? 

Yet, from the descriptive material one can see that 66% of the 21 companies 

responding to question 6 (see p. 26) in the descriptive findings have had problems 

with bad recruitments in the last three years, which may explain the dissatisfaction 

concerning the re-employment rule. Even though it is understandable that bad 

recruitments can occur it is worth to notice that seem to so common within our 

sample. Bad recruitments are very costly for companies, emphasizing the 
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importance of the recruitment process being done in a very careful way so the risk 

for the wrong people being employed is minimized. 

5.3 Advantages of using temporary agencies 

From 5.1 and 5.2 in the analysis it is obvious that the EPA has increased personnel 

costs for Swedish companies. Therefore, 5.3 and 5.4 analyze whether the use of 

temporary agencies can decrease companies’ personnel costs or not. 

5.3.1 Increase flexibility, assists in the recruitment process and 
facilitates outsourcing  

In question 2 (see p. 23) in the descriptive findings, one can see that the main 

reason for companies using temporary agencies is the need for flexibility, 

according to 46% of the 28 respondents. This is also stated in the theory by 

Blanpain and Graham (2004), Ward et al., (2001) and Hall (2006). Also, the 

following statements in question 9 (see p. 28) in the descriptive findings support 

this view: 

“Temporary agencies are perfect to use when the future level of production is hard to 

predict, making it difficult to calculate the amount of staff needed.” 

“What we like about using temporary agencies is that it provides greater flexibility 

and the exact competence needed for specific times.” 

By using temporary workers, companies reduce the risk of having too many 

permanent workers, an imminent risk in times of economic fluctuations. In 

addition, temporary agencies enable companies to quickly adapt to times of rapid, 

short-term work load, that otherwise would be too expensive to solve by 

recruiting. The costs of absenteeism can also be eliminated by the use of 

temporary agencies. If a temporary employee is absent, for any unknown reason, 

the agency just send another as replacement. This replacement is fully arranged 

and handled by the agency, and do not cost anything for the employer. However, 

issues with reduced work output may occur anyway due to learning time and 

lower expertise of the temporary worker doing the job instead. 

21% of the 28 answers in question 2 (see p. 23) in the descriptive findings declare 

that recruitment costs are the main reason for using temporary agencies. 

Companies can reduce the cost of bad recruitments by hiring them instead of 

permanently employing them. If the worker performs well, they can choose to 

offer that person a permanent position. In this way, the employer makes sure that 

the employee fits and is well suited for the job, and the worker sees if the company 

really matches his/her requirements and desires as an employer. This view is 

supported by one of the companies in question 9 (see p. 28) in the descriptive 

material, which states:  
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“A positive aspect with using temporary agencies is that both the company and the 

temporary worker receive a clear view of the work/coworkers/the competence of the 

temporary worker before possible employment.” 

Not one of the 28 answers in question 2 (see p. 23) in the descriptive findings state 

that outsourcing is a reason for using temporary agencies. Maybe this is a 

consequence of the company size investigated (i.e. 51-150 employees) being rather 

small, and outsourcing is more frequently used by larger companies. Or maybe it is 

could be the case that outsourcing, in fact, is not as common as Blanpain and 

Graham (2004) state. 

5.3.2 Reduction of fixed labor costs 

According to Ward et al. (2001), an additional reason as to why companies use 

temporary agencies is that it helps them to reduce fixed personnel costs. By using 

temporary workers the costs for permanent workers, such as payments for 

holidays, pensions, taxes, benefits and wellness grants are reduced.  

Furthermore, the assistance from temporary agencies and their workers help 

companies to save extra strain of ordinary workers that normally can occur in 

periods of large work pressure. In question 2 (see p. 23) in the descriptive findings, 

18% of the 28 answers state that they use temporary workers when ordinary 

workers are absent due to illness. 14% of the companies state that they use 

temporary agencies for another purpose than flexibility, recruitment, outsourcing 

and absence due to illness. Some of these reasons are for assistance in specific 

projects, or as a help for a newly started business facing an extra work load in the 

beginning of the business cycle.  These reasons are in line with Biggs, Burchell and 

Millmore (2006) who state that temporary agencies are a help for peak workloads, 

which means when the need for extra workers is not permanent. If using 

temporary agencies, companies can get assistance exactly the days or months 

when it is needed, which saves unnecessary costs and time that would have 

occurred if permanently employing someone instead.  

Even though the use of temporary agencies may assist companies in several areas 

of their business, the descriptive findings showed that temporary workers were 

not a huge part of their total amount of workers. In question 4 (see p. 24) in the 

descriptive findings, the highest amount of temporary workers was reported in 

2007, when two of 19 companies had temporary workers constituting 10%-20% of 

the work force. Due to the advantages of using temporary workers, we did expect a 

higher number. However, maybe companies only consider the direct costs of using 

temporary agencies. Or perhaps the drawbacks of using them outweigh the 

benefits? 
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5.4         Drawbacks of using temporary agencies 

There are several benefits with using temporary agencies as established in the 

previous section 5.3. However, in order to give a true picture the drawbacks must also 

be discussed which is made in the following section.  

5.4.1 Different employment contracts in the work force 

Temporary agencies are a perfect way of gaining flexibility, help with recruiting 

and assistance in peak workloads. But it can also create managerial problems to be 

analyzed in this section.  

One company in question 9 (see p. 28) in the descriptive findings answers in the 

following way:  

“It is very expensive to use temporary agencies, and the time it takes to learn and 

introduce new workers can be very complicated.”  

It is easy to forget that the use of temporary workers is, indeed, very costly and 

time consuming. Not only does it require time from the workers to learn new work 

tasks in the company (after which the worker possibly will not stay long enough to 

return the investment), but it can also be very time consuming to deal with issues 

that may arise from the work force having different employment contracts. 

Different employment benefits and job securities between the workers can create 

tensions. It can also be frustrating for the temporarily employed, not being able to 

see the end result of the work but leave when not needed. 

5.4.2 Problems with motivation among temporary workers 

Frustration among temporary employees may result in dissatisfaction and lack of 

motivation. This affects performance negatively, and according to Burgess and 

Conell (2006), temporary workers do, in fact, perform their work with less quality 

and at a reduced level of outcome compared to permanently employed workers. 

However, in the descriptive findings it is clear that most of the companies are 

satisfied with the work performed by temporary employees.  

70% of the 23 companies that answer question 3 (see p. 23) in the descriptive 

findings, state that they have offered permanent employment to their temporary 

workers. We do not believe that this number would be so high if they were 

discontented with their job performance. Not that unlikely, research have showed 

that a company in which the temporary worker has the possibility to receive a 

permanent position, the resulting work performance and job motivation is much 

higher compared to situations where the opportunity does not exist. Consequently, 

we believe that in order to raise motivation among temporary employees, the 
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chance of receiving a permanent position must exist and should be clearly 

communicated to the temporary workers. 

Are permanent workers, due to being included and covered by the EPA, more 

motivated? According to question 8 (see p. 27) in the descriptive findings, 

permanent workers are not more eager to work due to the EPA. All the 22 

companies which answer the question state that they do not believe that the EPA 

makes permanent workers more motivated, productive or loyal. We did expect a 

positive answer to this question, due to the EPA. Permanent employees are 

receiving benefits and protections which temporary workers do not, leading us to 

assume that permanent workers are more motivated, productive and loyal. 

However, the negative result may partially reflect the frustration from companies 

regarding the EPA. At least from their point of view, this law is not elementary or 

imperative for the motivation, productivity or loyalty among the workers. 

5.4.3 Issues concerning permanent workers and temporary agencies 

According to Biggs et al. (2006), increasing the possibility for the temporarily 

employed to receive a permanent employment (and communicating it) may not 

only have positive outcomes. The drawback is that it can create dissatisfaction 

among the permanent employees, who may be afraid of actually being replaced by 

the temporary workers. This clearly shows that managers are faced with 

challenges when trying to handle a diverse work force like this, and have to trade 

off benefits to one side of the group creating dissatisfaction with the other. 

An additional problem is that it may also be very time consuming for the manager 

to deal with temporary agencies. If managers want to maintain control of the 

assistance from temporary agencies, a close and regular contact is advisable (Ward 

et al., 2001). 

Is it then worth it for companies to use temporary agencies since it is time 

consuming and may create dissatisfaction in the work force? Furthermore, is it 

worth it when both work performance and result may suffer from using temporary 

employees? We believe that the benefits outweigh the drawbacks in times when 

companies need increased flexibility due to peak a workload. However, in other 

situations the decision to use temporary workers must be carefully considered and 

traded off against the cost of using temporary workers. This is further discussed in 

the next and final section.  

5.5  Human resource accounting 

In the previous section 5.4, the negative impacts of using temporary agencies are 

discussed. In order to clarify these drawbacks and bring this discussion further, a 

specification of the different costs of permanent workers and temporary workers is 

done in section 5.5. Furthermore, this section tries to answer the last research 
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question regarding how the use of temporary agencies affects companies´ 

accounting. This is important to include in order to receive deeper information of 

how companies are affected by the use of temporary agencies. 

5.5.1 The importance of human resource accounting 

According to Flamholtz (1999), the role of human resource accounting is to 

provide numerical information to managers. This information is later used for 

comparisons and decision making concerning dismissals and replacement of 

workers. The decision between permanently employing someone and hiring a 

temporary worker can be difficult. This is since the additional costs charged by the 

temporary agencies (i.e. on top of the normal rate) always depend on many factors, 

such as differences between temporary agencies, the branch and the competence 

needed for the job to be done correctly. Hence, it is difficult to make a true, full 

comparison between the costs of a permanently employed worker and a 

temporarily employed. However, we will in the following sections make an effort 

to dissect the picture. 

5.5.2 The cost of permanent workers  

The costs for permanent workers are due to the gross wage and additional costs 

such as vacation pays, employment taxes and social costs. The main parts of these 

additional costs are employment taxes and vacation pays. The vacation pay for a 

permanent worker with a fixed monthly gross wage is 0,43% and the employment 

tax is 31,42%, which means that the additional cost for a permanent worker is 

approximately 32 % (0,43%+31,42≈32%). These additional costs are compared 

with the costs for a temporary worker in next section.  

5.5.3 The cost of temporary workers 

The additional costs charged by temporary agencies are according to A. Persson 

and E. Lindström (personal communication, 2010-06-03) 40%-140% which is 

more than the additional cost of approximately 32% for a permanent worker. It is 

hence more expensive to hire a temporary worker which may explain the 

respondents of question 5 (see p. 25) in the descriptive findings.  In question 5, not 

one of the 17 companies state that the use of temporary agencies have decreased 

their personnel costs. In fact, all 17 companies agreed that it does not lower their 

costs. However, the respondents have most likely not fully grasped the true 

meaning of the question, especially on what to include in the calculation. When 

using temporary employees, the hourly rate exceed those of the permanently 

employed (thus possibly leading to a negative answer) due to agency fees that are 

added on top. Instead, the intention was to compare the total labor costs between 

the two options, meaning they should include all the indirect costs they experience 

such as absence, recruitment costs and inflexibility (i.e. issues concerning 
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termination of employment and re-employment). It is clear from the descriptive 

findings that these costs do decrease when using temporary agencies.  

Overall, despite the clear indications of temporary agencies lowering the indirect 

labor costs, its affection on total labor costs is still unknown or at least uncertain. 

This is so, since the division of indirect and direct costs is a result from the 

investigation and consequently not fully accounted for in the descriptive material. 

However, even if accounted for, its true implication on total labor costs would most 

likely not be obvious, but be found to wary with time, situations and over 

industries. 

5.5.4  Personnel costs in the income statement 

The costs for permanent workers and temporary workers differ a lot, which is 

obvious from the two previous sections (5.5.2 & 5.5.3). Furthermore, the cost for a 

permanent worker is reported in the account category 7 “personnel costs, 

depreciation etcetera” and the cost for a temporary worker is reported in the 

account categories 5-6 “other external operating expenses”. However, both these 

classes of accounts are included in the main account category of costs in the 

income statement, as shown and named in figure 3 (see p. 20) as “total operating 

costs”. The only difference in “total operating costs” is due to the differences in 

costs of permanent and temporary workers. Besides this, no other parts in the 

income statement are affected by the use of temporary agencies. 

 

Why personnel costs in the income statement are included in this thesis is because 

accounting affects both management decisions and the workers. “Total operating 

costs” is together with “total operating revenues” included in the “operating profit” 

in companies´ income statements. The “operating profit” is included in the profit 

after financial items, which is commonly used when a key ratio such as 

profitableness is calculated. Finally, profitableness is important for managers in 

order to make proper decisions and predictions regarding the company´s long-

term survival, which is crucial for employment security and workers possibility of 

receiving adequate salaries (Thomsson et al., 2004). 
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6 Conclusion 

In order to investigate the purpose of this thesis, three research questions were 

formulated and explored which are provided with answers below. 

Does the EPA increase personnel costs for Swedish companies?  

According to the descriptive findings, the EPA has increased the personnel costs 

for Swedish companies. This is because the EPA has decreased the flexibility for 

Swedish companies, made them more afraid of permanently employing workers 

and made it less possible for them to choose which employees to keep in case of 

downsizing. So, although the EPA does not lead to increased personnel costs 

directly (temporary employees are more expensive), the indirect consequences of 

the legislation does. In addition, several companies are found to be critical towards 

the obsolete legislation, and show direct consequences of negative impacts 

experienced (e.g. re-employment rules). Consequently, we suggest that the 

concerning paragraphs are changed or at least updated to fit the conditions of 

today´s labor market. 

 

Can companies’ personnel costs be reduced by the use of temporary 

agencies? 

Companies’ use of temporary agencies reduces the cost of bad recruitments, the 

costs of absenteeism and the costs of employment benefits that permanent 

employees receive. Most important though, it helps to increase flexibility which 

decreases the cost of having too many workers when demand is declining. 

Furthermore, temporary agencies enable and facilitate for companies to employ 

workers for shorter periods of escalating demand. However, the costs of 

temporary workers are higher than the cost of permanent workers, and higher 

amount of dissatisfaction is reported among those workers which affect their 

performance negatively. Therefore, we suggest that the use of temporary agencies 

should not be used instead of permanent employments but mainly in terms of peak 

demands when flexibility is needed.  

 

Does the use of temporary workers affect companies’ accounting? 

The costs of permanent workers and temporary workers are reported in different 

classes of accounts in the income statement. The costs of permanent workers are 

reported in the account category 7 “personnel costs, depreciation etcetera” and the 

costs of temporary workers are reported in the account categories 5-6 “other 

external operating expenses”. However, both these account categories “personnel 

costs, depreciation etcetera” and “other external operating expenses” are reported 

under the same main account category of costs in the income statement. Therefore, 

the only difference in the income statement is due to the higher cost of using 

temporary workers instead of permanent workers. Besides this, companies´ 

accounting is not affected by the use of temporary workers. 
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Appendices 

Cover Letter 

Hi,  

we are two students from Jönköping International Business School who write our 

master thesis regarding companies view on temporary agencies and the EPA (the 

Employment Protection Act), and we would be thankful if you could help us by 

answering 9 questions! 

It will only take a few minutes to answer the questions, and as we are researching 

statistically, randomly chosen companies with 51-150 employees, it is important 

for our purpose that the opinions from your company is included in the result.  

Just click on the attached link, answer the questions (it is possible to mark multiple 

alternatives for each question) and send in the answers by pressing the button 

“done” on the last page. We guarantee that both you and your company are 

anonymous. We would warmly appreciate if you could answer the questionnaire 

before 2010-04-15.  

http://www.surveymonkey.com/s/X6J5F2Y 

Thank you for the participation! 

Kind regards, 

Lisa Granlöf and Maria Gyllenstrand  

If you have any questions or wonderings please send us an e-mail on: 

bbac06grli@ihh.hj.se , bbac06gyma@ihh.hj.se or call us on: 073 569 88 80, 

073 075 35 07 
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Geographical distribution of the companies 

   

 

 
 

 

Jönköping (2) 

Malmö (3) 

Helsingborg (1) 

Göteborg (3) 
Kungsbacka (1) 
Mölndal (1) 
Stenkullen (1) 

Bromma (3)  
Danderyd (1) 
Enskede (1) 
Kista (2) 
Lidingö (1) 
Norsborg (1) 
Solna (2) 
Stockholm (9) 
Spånga (2) 
Sundbyberg (1) 
Tyresö (1) 

Växjö (2) 

Linköping (2) 

Örebro (1) 

Borås (1) 

Lidköping (1) 

Eksjö (1) 

Vimmerby (1) 

Värnamo (1) Vetlanda (1) 

Grillby (1) 
Västerås (2) 

Sundsvall (1) 

Hudiksvall (1) 
Ljusdal (1) 

Östersund (1) 

Ånge (1) 

Skellefteå (1) 

Gällivare (2) 

 

 

Skellefteå (1) 

Tranemo (1) 

Töreboda (1) 

Upplands-
Väsby (2) 

Varberg (2) 

Borgholm (1) 

Moheda (1) 

Klässbol (1) Nora (1) 


