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Abstract. Both the public and private sectors have since the 1980s relentlessly cut the size of their workforces. The downsizing
has regularly been reported to lead to closure of a whole or a part of a corporation or organization. Some studies which have
analyzed the closures have reported that remarkable, counterintuitive improvements in labor productivity occurred during the
time-period between the closure announcement and the final working day. Testing an elaborated cybernetic model on a Swedish
case study, and on an exploratory basis, this paper proposes a holistic approach to generate a better understanding of this phe-
nomenon. The main holistic pattern is a new order where management control is replaced by more “Self-management” on the
plant level, and very strong psychological reactions based on feelings of unfairness.
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1. Introduction

Edith Penrose’s book, the Theory of the Growth of
the Firm [46] first published in 1959, captured much of
the post World War II optimism of abundant, even lim-
itless economic growth. In her analysis, few constraints
were obvious, except, predominately, managers’ capa-
bilities to cope with uncertainty and risk. Such growth
was underpinned by a social contract between capital
and labour which secured increasing incomes and job
security. White collar employees could realistically an-
ticipate lifetime employment and, for blue collar em-
ployees, layoffs would occur only as a last resort to
accommodate temporary cyclical downturns [49,53].
Generally organizations hoarded labour [20]. However,
and commencing largely in the 1980s, an unabated
wave of job losses, or “downsizing” has occurred as
both private and public sectors relentlessly reduced the
size of their workforces. Despite the evidence of Cas-
cio, Young and Morris [21] and other dissenters who
have extensively challenged the claim of performance
improvements derived from downsizing, it still domi-
nates much of the change in contemporary organiza-
tions. McKinley, Mone and Barker [40, p. 2] showed
that in the USA during the mid-1990s, large compa-
nies were still reducing their “headcounts” by at least
5 per cent per annum (or at least twice the rate in
the 1970s) finding that “downsizing is implemented in
profitable organizations that do not face actual or im-
pending revenue declines”. Herein lies the historical
break of downsizing from the layoffs and closedowns
of the past; organizations cut jobs often in spite of prof-
itable operations, improving or stable demand for their
products and services and commonly in the absence of
any apparent economic crises.

Under downsizing, firms and government agencies
have rationalized activities, restructured, outsourced,
shifted activities offshore and intensified worker effort
sometimes, but not always, through productivity bar-
gaining. Often, downsizing is directly focused solely
on cost cutting, typically pursued by workforce reduc-
tions and the curtailment of investments in, for exam-
ple, new production equipment. At its most extreme
downsizing occurs when a production or service unit
is closed, such as a hospital, mining operation, ad-
ministrative section, transport facility or factory [5,55,
p. 302]. The common feature of all closure events, ir-
regardless of the type of the unit being closed, is that
a temporary organization is created out of the previ-
ously permanent organization. This fundamentally re-
orders the organization’s pre-existing social relations.

Closures are widespread. For example, in Australia, at
least 30 000 businesses close annually and, as a con-
sequence, 100 000 plus workers are retrenched [3,4].
US data for the year 2002 reported 302 979 workers
were displaced as a result of 1178 permanent worksite
closures [19]. In Sweden 12 191 full time employees
(representing 19.8 per cent of all retrenchments) were
displaced in 611 closures 2004 [51].

Job loss through downsizing and closure has severe
adverse consequences on the displaced workers; most
retrenched employees face periods of extended unem-
ployment and often marginalized jobs at substantially
reduced earnings [20]. A litany of personal negative
effects, too, is commonly experienced by displaced
workers; “shock, disbelief, anger, hurt, sense of pow-
erlessness, loss of confidence and self-esteem” [56,
p. 189]. Also, the burgeoning downsizing literature
generally concludes that workers experience a changed
and weakened psychological contract with their em-
ployer [48]. Disturbed by retrenchments, employees
typically manifest their concerns in a raft of negative
behaviors; reduced organizational commitment, skep-
ticism, resistance to change, increased stress, lower
productivity, poorer safety and a reluctance to facilitate
innovation which is often referred to as the survivor
syndrome [c.f., [7–15,22,27,34–39]]. Contrary to this
concept, this paper explores a phenomenon called the
“Closedown effect”, with increased productivity dur-
ing the closedown period [6,23–25].

Given the considerable impact closures have on em-
ployees, what performance levels should management
anticipate from its workforce during the closedown pe-
riod? That is from the time the announcement of the
closure decision to the workforce and other stakehold-
ers, until the operation’s final day. Very few studies
have been published which directly address this is-
sue, which is odd given the extent and profundity of
plant closures. Indeed as Sutton [50, p. 542] argued
that much has been written about why organizations
“die” but in contrast, little research or conceptual work
focuses on how the process of organizational “death”
unfolds. This paper addresses the question how perfor-
mance changes during the closedown process and dis-
cusses possible explanations for these changes.

Managers who have planned closures have reported
that they expected productivity would fall because
workers, their collective agencies and possibly the
wider community are dealing with resentment, fu-
ture uncertainty and concerns over job loss [24,25,30].
However, contrary to these expectations, strong coun-
terintuitive improvements in productivity have been
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recorded in some cases during the closedown period.
Bergman and Wigblad [6] refer to this “unexpected,
puzzling social phenomenon” as the “Closedown ef-
fect”, for which a final explanation, they surmised, was
yet to be found.

Defined, the Closedown effect occurs when, with-
out any change to capital investment, a productivity
increase is observed during the closedown period. It
is recognized that labor productivity is difficult to de-
fine and to measure in all contexts, which adds com-
plexity in the determination of the existence and ex-
tent of the Closedown effect. However, to be consis-
tent with the reported case studies discussed later, pro-
ductivity is taken as the firm’s output volume per em-
ployee. This is also a practice based measure which
makes comparisons before and after the announcement
of closure decision, accurate. Additionally, any mea-
surement of productivity, especially in manufacturing
organizations, must be cautious of changes due to al-
terations in the number of product lines, product as-
sortment and downtime due to maintenance [25].

The purpose of this paper is to propose and test a
holistic approach to analyzing the closedown effect, as
an alternative to the mainstream explanations which
rely on an analysis of single cause-effect relations.
We propose a dynamic model to better understand the
phenomenon of enhanced labor productivity experi-
enced during closures. The first section describes the
key phases involved in closure events and briefly ex-
plains the range of management interventions which
may be offered to ameliorate against the negative con-
sequences of the shut down. Drawing on the review of
the limited number of published studies in the second
part, and using Buckley’s [17] model of collective ac-
tion and institutional structure, the third part seeks to
synthesize these largely disparate studies. Using and
extending a case study of the closure of a steel man-
ufacturing plant in Sweden by Hansson and Wigblad
[25] we assess the utility of the model.

2. Phases and management interventions in the
closure processes

Closedown periods can range significantly both in
terms of the notice given and the degree of predictabil-
ity of the announcement. Minimum notice require-
ments can be prescribed by statutory and other regula-
tions. Under the US Worker Adjustment and Retrain-
ing Notification Act (WARN) employers with 100 em-
ployees (or the equivalent) are generally required to

provide 60 days’ notice of large-scale retrenchments.
Australia’s Workplace Relations Act prescribes noti-
fication obligations on employers and sets minimum
redundancy entitlements. In Sweden, the Act of Co-
determination at Work requires that the County Labor
Board be notified of cutbacks which affect at least 25
employees. This Board and the local trade unions are
to be notified 5–6 months in advance. Trade unions
in Sweden also have rights to engage a Wage Earner
Consultant who has the power to investigate and re-
port on management’s decision. The report may incor-
porate alternatives to closure. Actual closedown peri-
ods, world wide, can range from a few days, partic-
ularly for those small organizations beyond the reach
of statutory requirements, to very extensive periods.
When, for example, a steelworks in Newcastle, Aus-
tralia was closed, the amount of notice given by the
firm was two and a half years [30].

After the public announcement a closure, negotia-
tions can occur in which the workforce and unions
seek to resist the closure and/or achieve redundancy
and other benefits from the employer. Hansson and
Wigblad [25] define this negotiation phase as the ad-
vance notice period. When it is finalized, which again
varies between cases, the end of the closedown period
is defined as the countdown period (ibid.). Combined,
the advanced notice and countdown periods form the
closedown period.

Apart from the differing amounts of time from the
announcement of the closure until the final day, it is
also useful to differentiate between closures using as
a criterion the extent of management assistance made
available to the workforce and, sometimes, the wider
community. It is possible to construct a continuum with
at one extreme extensive, well-resourced adjustment
and redundancy support programs and, at the other ex-
treme, the minimum legal entitlements. Hansson and
Wigblad [25] label these opposite poles as “socially”
and “non-socially-responsible”.

2.1. The Closedown effect: possible explanations
from the reported cases

A vast minority of reports focus on how the process
of organizational closedown unfolds. No theoretical
analysis which integrates the differing accounts for the
productivity improvements in the closing organization
has yet been published. Proposed explanations for the
Closedown effect specifically, are ad hoc. Some focus
on workers’ psychological response viz.; workers in
closure contexts are motivated to set free previously



88 R. Wigblad et al. / A holistic approach to the productivity paradox

held back performances because of a heightened pride
in their job, a need to show that management made the
wrong decision, a belief that the life of the plant may
be prolonged and a concern that they will receive ideal
references to assist with their search for future employ-
ment [6,16,23,25,50]. Designed to act as a psycholog-
ical incentive, bonus systems based on output and ad-
ditional payments made at the time of the closure have
been noted in some cases [30,61].

Bergman and Wigblad [6, p. 348] considered these
explanations of the Closedown effect as too psycho-
logically focused. Analyzing the causes of Closedown
effects solely on the employees’ “mental states is not
satisfying [. . .]. Collective actions in declining orga-
nizations obviously have social aspects related to the
context in which they take place which must be consid-
ered in any serious explanation”. Their research does
not dismiss the explanatory power of workers’ (socio-
psychological) reactions outright though; accepting
that falls in productivity after a closure is announced
may be recovered when the initial anxiety, stress and
anger are lowered. Furthermore it does not matter as
much if the factory is run down without maintenance,
and the plant usually is destinated for a changed as-
sortment to be produced during the countdown period.
In the Hammar Glass-Mill case Wigblad [59, pp. 103–
104] reported that his interviewees spoke of the “old
pride in the craftsmanship in the plant”, of the “unity”
and “good spirit” in the company town, “self-esteem
to perform reasonably well” and of few workers feel-
ing the need for “revenge”. However, Bergman and
Wigblad [6, p. 365] have also argued that the labour
process, the degree of management support in oversee-
ing the closure and the actors’ past and present expe-
riences need to be strongly factored into any explana-
tion.

Empirical work by Bergman and Wigblad [6]; Lewer
[30]; Brown et al. [16]; Hansson [23]; Hansson and
Wigblad [25] showed that a changing frontier of con-
trol between labour and management in the altered
conditions brought about by the closure announce-
ment, facilitated more productive work conditions. In
effect, managers “retreat” from the field thereby pro-
viding greater autonomy to the workforce. Sometimes
this is necessitated as workers leave and are not re-
placed during the closedown period. This provides op-
portunities for the development of innovative skills, ex-
tension of job-sharing arrangements, improved infor-
mal leadership and self-organizing work groups, while
planning is deployed to the lower levels in the hierar-
chy. Significantly less formalized work patterns com-
monly emerge.

Most studies have involved manufacturing firms
where there has been a strong worker collective and
often a socially responsible managerial response to
the closure. Here, explanations of the closedown ef-
fect have been found in context-specific dimensions
such as “best practice” management [16], and “excel-
lent” retrenchment programs involving retraining op-
portunities, early retirement programs, job search aid,
severance payments and bonus programs [6,23,30,58,
59]. The Closedown effect has also been observed
in non-socially-responsible cases [26,27,50]. Hansson
and Wigblad [25] have published research of four non-
socially responsible closedown cases which demon-
strated that after an initial downturn in productivity
during the advance notice period, subsequently up-
turned in the countdown period. For obvious reasons
there are no capital investments in closedown factories.
Influence on productivity from investments can there-
fore be excluded.

3. Framework

Overall, it is clear from the research outlined in the
preceding section that the Closedown effect is a com-
plex social phenomenon – a phenomena where produc-
tivity improvements are not a function of changes in
investments. The closedown effect which occurs un-
der a variety of conditions and operates across an in-
terlinked set of individual, group, organizational and
institutional dimensions. Plus, the interaction between
these elements is dynamic, i.e., changing during all the
phases of the closure. As stated in the introduction, this
paper proposes a more holistic approach to the Close-
down effect as an alternative to the single cause-effect
relations informing earlier explanations.

When looking for a model or theory that is truly
socio-cultural and capable of analyzing conflict related
contexts like the closedown, we note that the domi-
nant theoretical perspectives are referred to variously
as equilibrium, consensus or functional theory. The
classical idea of Pareto which typically underpins these
perspectives is of an optimum whereby the “system”
may be in a state of “equilibrium”. The Pareto idea
of society as a “system” of interrelated parts operating
with defined boundaries that typically tends to equilib-
rium, was expounded by Bukharin [18], Sorokin [47],
Znaniecki [62], and Lewin [31–33], among others. Fur-
thermore the common denominator in the functional-
ist system models is the stipulated idea of equilibrium.
This idea dominates the work of influential sociologists
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like Parsons [43–45] and Homans [28,29] and con-
cerns “checks and balances”, “countervailing power”
and “inertia”.

In contrast to these traditions, some cybernetic
thinkers take the appearance of disequilibrium as the
analytical focus, seeing equilibrium as a temporary
state. An open system in the cybernetic tradition is
here defined as having “disequilibrating” capacity or,
to use Buckley’s metaphor, they are “negentropic”. The
metaphor “entropy” comes from natural science and is
connected to the second law of thermodynamics. The
point made is that open social systems tend to increase
in entropy [17], i.e., they are tending towards dise-
quilibrium. Instead of focusing on single cause-effect
relations, cybernetics has developed holistic feedback

models which link structure to dynamic events which,
in turn, further change the structure [1,2,17,52,54,57].
For instance, von Bertalaffy’s concept of “equifinal-
ity” asserted that the same end-state can be obtained in
several different ways. However, in closedowns events,
differing end-states have been observed. Buckley’s
[17] systems theory model (see Fig. 1) recognizes these
varying end-states; defined by Buckley as “multifi-
nality”. Combining classical institutionalization theory
(mainly Max Weber) with social psychological inter-
actionist theories (mainly G.H. Mead [41,42]), Buck-
ley’s work facilitates an analysis of the changed insti-
tutional order which could arise from dramatic events,
a fact which makes this theory interesting for the con-
text of closures. The Buckley feedback-controlled sys-

Fig. 1. Buckley’s [17, p. 138] simplified systemic view of the “collective behavior”.
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tems are referred to as goal-directed, since it is devia-
tions from the goal-state itself that direct the behavior
of the system, rather than some predetermined inter-
nal mechanisms that aims blindly. The focus on feed-
back mechanisms challenges the oversimplified notion
of one-sided cause-effect relationships. We hold that
it is not possible to point out one single factor caus-
ing the Closedown effect. The complex phenomena un-
der study calls for a feedback model addressing the to-
tal socio-cultural system in the context analyzed (see
Fig. 1).

One core element of Buckley’s model, as shown
in Fig. 1, is “system tension” or, “strain”, on in-
dividuals. This tension may diminish or be exacer-
bated through changes in the institutional structure.
Buckley [17, p. 51] explicates “tension”, of which
“stress” and “strain” are manifestations, to be ever
present in one form or another throughout the socio-
cultural system. Examples of tension are socially un-
structured strivings, frustrations, enthusiasms, aggres-
sions, neurotic or normative deviation, crowd or quasi-
group processes [17]. In the closure context and related
events, strain is commonly manifest as worry, anxiety
and insecurity for the affected individuals over their fu-
ture employment, possibly worsened if the employee
feels isolated, or unsupported. Also, central to the
model are “purposive systems” and “feedback loops”.
For purposive systems goals are explicit, conscious and
intentional. Social feedback models have been sug-
gested by a few scientists like Vickers, Deutsch and
Easton. Based on such purposive systems analysis the
feedback loops in the Buckley [17] model illustrates
the modifications and effects on goals as the actions are
carried out.

The feedback loops in Fig. 1 are twofold, viz. the
structural elaboration loop and the reorganization loop.
The “closed circuit feedback” is not obviously visi-
ble in Fig. 1, but it does not affect the institutional
and economic structure at all, since it is feeding back
on itself with the further progression in the model,
i.e., internalization of the strain. Such halts in the fur-
ther progression of feedback loops can appear between
all feedback boxes in Fig. 1. The structural elabora-
tion/disorganizing feedback loop on the other hand is
a first order change trigged by the initial strain, devel-
oping through the causal chain from individual reac-
tions to more collective actions which creates pressure
to change the institutional structure. The reorganiza-
tion feedback loop is a second order change that re-
orders the given institutional and economic structure,
also developing from strain on individuals to group ac-

tions. The reorganization feedback emanates from two
sources, the legitimate opposition and/or collective or-
ganization for action.

The concept of “given institutional structure” in the
Buckley model needs to be further elaborated for our
purpose to understand the Closedown effect. The lim-
itation of Buckley’s [17] model of collective behav-
ior is its abstract character, leaving the sources of in-
tentionality and meaning unexplained. We argue that
this weakness in the model can be managed if context
specific intentionality and meaning is included. Close-
down situations represent a context where the manage-
ment intentionally has established a pressure towards
economic restructuring, which puts much more focus
on the economic structure. Economic situations differ,
which influence the decision maker’s ability and will-
ingness to make short-term sacrifices for the possibil-
ity of long-term gains. Economic decision makers can
be either short-terminist or long-terminist. When in-
cluding corporate economic measures, productivity be-
comes important. It is both a new institutional structure
and a new economic effect on the organizational level
that is the focus of our paper. We therefore adjust the
Buckley model so that “given institutional structure”
is interacting with the “given economic structure” and
management intentions connected to this structure.

Buckley’s purpose was to elaborate how institutions
create strain among people on a macro level of analy-
sis and did not address single organizations economic
tensions and outcomes. We therefore define the system
boarder for the economic structure as the corporate or-
ganization.

The given economic structure can in itself be viewed
as a state that is altered, dynamically. The dynam-
ics involved includes elaboration and restructuring by
feedback loops connected to the interplay between the
company management, its competitive environment
and the rest of the institutional structure. We therefore
add the economic structure to the Buckley model as
illustrated in Fig. 2.

The principal dynamics in Fig. 2 is that the given
institutional structure at time t1 is seen as a tempo-
rary state of economic and labour-management rela-
tions based on past events. In the closedown case the t1
is based on the “prenotice period” where top manage-
ment is deciding on the timetable for the closedown.
Management is in the closedown situation putting pres-
sure towards restructuring for economic reasons, with
the ambition of increasing profitability. This institu-
tional structure t1 is reordered by the feedback loops
into new institutional structures t2, t3 . . . tn. Applying
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Fig. 2. A dynamic model of economic and institutional change on the organizational level of analysis.

this more precisely in the closedown situation the time
point t1 marks the public announcement of the deci-
sion to close down. The time between t1 and t2 is re-
lated to the advance notice period and the time elapsed
between t2 and t3 is the countdown period. The struc-
ture of the system is thus viewed in terms of sets of al-
ternative actions, associated with the components and
the constraints that specify, or limit, these alternative
actions.

4. The Fundia Steel Wire Rod case study

On 16 October 1998, the Group Fundia announced
that its Rod wire mill located in Smedjebacken, Swe-
den, would be closed as part of a restructuring in Fun-
dia Steel, top management suggesting the concentra-
tion of the rod bar production to its “Mo i Rana” (Mo)
plant in Norway. It was an insecurity for the steel work-
ers if they should be able to get new job opportunities
on the local labour market in Smedjebacken, due to the
relatively high level of unemployment in the local com-

munity. The best opportunity for some of them was job
transfer to the two remaining plants in the Fundia lo-
cation in Smedjebacken. The closedown period of the
Wire Rod Mill was about 33 weeks. Negotiations took
place with the unions for about twelve weeks, the ad-
vanced notice period. Thus the countdown period was
approximately 21 weeks. In terms of productivity, in
1998, the Smedjebacken plant’s rate of 44 tones per
hour (tph) compared with an average of approximately
58 tph in the “sister” Norwegian plant. As the Norwe-
gian plant had more modern technology the economic
intention of the restructuring plan was to close down
the low productivity plant in order to increase the total
productivity across the Group.

The closedown had initially non socially-responsible
characteristics because the local trade union, with the
help of a Wage Earner Consultant, had presented an
economically viable alternative, challenging the calcu-
lations Fundia’s management had used to justify the
closure. Swedish labor legislation includes collective
bargaining, as discussed earlier, entitles the affected
union to engage a Wage Earner Consultant as a third
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Fig. 3. Production rate at Fundia Steel Wire Rod plant, 1998–1999.

party, to evaluate and critically review the decision to
close the plant. The collective bargaining position of
Swedish trade unions is comparably strong because
of a high degree of unionization and the existence of
collective agreements. Summarizing, the wage-earner
consultant’s report contended the Smedjebacken plant
operations could be prolonged if the fifth shift in the
Norwegian plant was discontinued. In effect, the fifth
shift at Mo was found far less profitable than the Smed-
jebacken operation. A prolongation of the Smedje-
backen plant would win adjustment time for other mea-
sures taken, to increase expansion in the local commu-
nity. Despite this wage-earner consultant’s report [60],
the Fundia board did not change its decision; instead it
produced a counter-arguing report.

The firm planned to have the Smedjebacken plant
markedly increase its production of the slowest to pro-
duce rods (8 mm) during the closedown period. The
product would then be stockpiled. Management bud-
geted on a production rate 38 tph, during the close-

down period for the purposes of their revised calcula-
tions, in effect, was slowing the plant down due mainly
to changes in the product lines being manufactured. In
other words, management altered the plant’s produc-
tion assortment compared to normal and in effect its
efficiency, to legitimate the original closure decision.
This new management report concluded that the fifth
shift in Mo was more profitable, compared to Smedje-
backen based on the 38 tph assumption. The final de-
cision, after negotiations, to close down operations at
Smedjebacken was made in the end of January 1999
with the operation finally terminated in June 1999. The
strong position of the Wage Earners’ Consultant’s re-
port and the alternative calculations however provided
the local trade union with a bargaining position and the
workers received bonus and severance payment, which
makes this closedown case somewhat closer to a SR-
case in this respect.

Figure 3 illustrates the productivity changes over
time. Initially, during the advanced notice period (mid-
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October to late December) productivity fell. How-
ever, as Fig. 3 shows, after the negotiations had been
concluded, the plant experienced the Closedown ef-
fect with productivity trending upwards during the five
months of the countdown period, achieving a mean
production rate of 50 tph. This compared with a mean
44 tph, prior to the closure announcement. When com-
pared to the company’s budgeted 38 tph, which is
the most appropriate comparator, the outcome of the
Closedown effect, was 29 per cent above target. Im-
portantly, the number of blue collar workers did not
change during the period from July 1998 to June 1999.

There is a need for a parallel analysis of two distinc-
tive periods. The first interception is a trend extrapo-
lation based on the period prior to the closedown de-
cision and the second refers only to the closedown pe-
riod. For that reason we conducted a subgroup analy-
sis considering the period prior the closedown decision
and the period after the closedown decision. The test
for parallelism indicate a statistically significant Close-
down effect (T = 26.532, δ = 7.37), mainly during
the countdown period.

Given the Closedown effect noted, it is relevant to
stress the fact that the announcement of a closedown is
not part of a deliberate management tactic to induce the
effect. The closedown decision resulted from a down-
turn in the wire rod market, due to the crisis in Asia,
which made it impossible for European steel manufac-
turers to sell wire rods into that market as they had
done before the crisis. Europe was facing an over ca-
pacity problem.

The research determined that a number of factors
were at work, all underpinning the extensive rise in
Closedown effect. Individually, the workers were un-
sure who and how many would be offered employ-
ment in the same location, but in another production
unit. None of the interviewees reported that they were
anxious to ensure that they received a good referral
or reference from their employer; ultimately 8 out of
33 were made redundant. Notably, and different from
most other closedown cases, no monetary incentives
such as productivity related bonuses were paid. Collec-
tively, the workers expressed their sense of hurt pride
and were motivated to prove to the Fundia that their 38
tph estimate was wrong. Some reported, for instance:
“Let’s show management that we can do better than 44
tones per hour – it’s unfair to close down this plant”.
Others believed exceptional performance may save the
plant, commenting that “most of us did not think that
the production would be terminated” and “we’re not
finished before the last shift is ended”. To our experi-

ence this eternal hope is however unjustified in most
cases, as it was in the Fundia case. There is usually a lot
of management prestige involved, forcing them to stay
put with the initial plan. For the trade unions, they were
able to negotiate from a favorable position, leveraging
off the Wage Earners’ Consultant’s report to gain a hu-
man resource program incorporating retraining, early
retirement, job search aid and severance payments, but
not bonus payments.

Management control faded during the countdown
period allowing far greater flexibility. It became easier
to make decisions on the shop floor concerning oper-
ative decisions on how to run the production process.
More informal work practices developed especially
following the appointment of a shop floor foreman as
the plant manager. Changeover and start-up times were
reported in a number of cases to have been reduced
by 10–15 minutes and 15 minutes respectively. They
also noted a more efficient handling of breakdowns and
necessary maintenance. Some temporary job sharing
activities took place to allow workers time “off-site”
for education programs. However, overall, no work-
ers left permanently prior to the shut down. So, how
does the modified Buckley model (Fig. 2) apply to the
Smedjebacken case study?

Top management launched a restructuring plan to
enhance productivity trigged by the market downturn.
Following the closedown announcement, the unions
restructuring alternative gave new hope in Smedje-
backen. The first order feedback loop illustrated in
Fig. 4 did however not result in a restructuring accord-
ing to the economically viable alternative that the trade
unions proposed.

The trade union bargaining position resulted in a
new situation t2 that trigged a second order feed-
back loop with the HRM-programs, illustrated in
Fig. 5. The resulting debate concerning alternatives
gave trade unions a substantial set of human resource
management-styled support. A new plant management
scheme was also negotiated for operations during the
countdown period, which resulted in significantly less
management control.

5. Analysis and conclusions

Analyzing the reordering of the organizational and
economic structure in the Smedjebacken case reveals
how the closedown decision, because of the strain that
it introduced, knocked out the established productivity
equilibrium into a state of steeply declining productiv-
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Fig. 4. The “blind feedback loop” during the advance notice period at the Wire Rod plant.

Fig. 5. The feedback loops in the countdown period at the Fundia Steel Wire Rod plant.
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Fig. 6. The economic reordering into the closedown equilibrium.

ity (Fig. 6). This initial downturn in productivity put
pressure on plant-level negotiations during the advance
notice period, a pressure which was heightened by the
release of the viable alternative set out in the Wage
Earners’ Consultant’s report. The following agreement
by the firm to only provide a socially-responsible set
of human resource management interventions, to some
extent moderated the strain, thereby providing the turn-
ing point and setting the conditions in place for the
much steeper productivity trajectory. During the count-
down period, the previous management constrains on
the work groups were removed.

We have labeled Fig. 6 as the “economic reordering
into the closedown equilibrium” illustrating the fun-
damentally new economic order during the closedown
period. This new order is trigged by the closedown
decision and the ideal-typical pattern is the “hockey-
stick” illustrated in Fig. 6.

After the initial knock out of economic equilibrium
in the beginning of the advance notice period, we have
in Figs. 4 and 5 been able to identify a pattern of so-
cial dynamics – over time where a variety of factors
come into play. The overall dominating pattern is that
top management by the closedown decision has de-

prived themselves from their control possibilities. At
first during the advance notice period they still have
bargaining power and can reject propositions from the
shop floor and at the same time the workers react by
lowering their performance to put pressure on negoti-
ations. In our case this however created a blind feed-
back loop, not influencing the institutional structure,
only the economic structure. During the countdown pe-
riod the management control fades away totally and the
temporary new organizational and economic order is
established which alter the system tensions into con-
structive measures that set free previously held back
performance and increased creativity on the shop floor,
resulting in a strong increase in productivity. The main
pattern in the new order is that management control
is replaced by more “Self-management” on the plant
level, and very strong psychological reactions based
on the unfairness feeling. Underlying is the disagree-
ment concerning the close down decision, the decision
counteracted on the shop floor with possible means
characterized by comments such as “let’s show them”.
The new temporary order that is established during the
countdown period is only local and is by no means re-
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ordering the institutional structure on the labour mar-
ket in Sweden.

Each closedown process has a set of unique charac-
teristics in the way it unfolds. The dynamic modeling
applied on our case study put these factors into per-
spective, increasing our understanding of the puzzling
phenomena, the Closedown effect. Since the variables
are interrelated we have illustrated how clusters of vari-
ables can be linked together in a comprehensive model
that does not reduce the contextual complexity into one
single variable or one single cause-effect relation. This
provides a better understanding concerning what clus-
ters of variables are influencing the changes in pro-
ductivity and the strong Closedown effect during the
countdown period. Plus, the model integrates the in-
dividual, collective and economic/institutional dynam-
ics.

Since the model is applied on only one single case, it
is tentative and therefore there is a need to verify or fal-
sify this model. Each of our empirically found charac-
teristics/variables included in the dynamic model may
offer some explanatory possibility, for the manner in
which the closure unfolds. Understanding the mecha-
nisms involved that creates the Closedown effect, how
single cause-effect relations reinforce the effect, we
have learned that this effect is built up by forceful sys-
temic blocks in real cases.
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