
OFFICIAL MAGAZINE OF THE DEPARTMENT OF BUSINESS STUDIES AT UPPSALA UNIVERSITY

ACADEMIC TAXI DRIVERS
IN GLOBAL MARKETS

Lars Engwall
Mercury Magazine 2013, Winter (Special Issue on the Transformation of Education), Issue 3, p. 20-23

Copyright © 2012-2013 Department of Business Studies, Uppsala University [ISSN 2001-3272]

SPECIAL ISSUE



S
P

E
C

IA
L

 I
S

S
U

E

2 0 M   E   R   C   U   R   Y 2 1M   E   R   C   U   R   Y

In many countries, Sweden included, there appears 
to be a considerable number of taxi drivers of 
foreign origin, who are well educated from their 
home countries. This observation of course, leads 

to the question of why they are driving taxis and not 
having jobs corresponding to their education. The 
answer is simply the insider-outsider mechanism for-
mulated in the 1980s by the Swedish economist Assar 
Lindbeck and his British colleague Denis Snower. 

Lindbeck and Snower point to the fact that those 
inside a job market have market power over those 
outside the market, thereby providing barriers to entry. 
This mechanism is operating among domestic citizens 
but is doing so even stronger for immigrants. It is thus 
a well-known fact that unemployment among immi-

grants is much higher than among nationals. This is a 
general phenomenon due to language problems and 
cultural differences, but appears even stronger when it 
comes to people with academic education. While a car-
penter, a car mechanic, or a plumber relatively easy can 
demonstrate her or his ability by fixing acute problems, 
academics have more difficulties in doing so. 

In contrast to the mentioned craftsmen, academ-
ics are selected on the basis of their educational cre-
dentials. However, even more important in many cases 
appears to be the reputation of the institution from 
which they have graduated. This reputation is to a large 
extent based on the success of earlier graduates on na-
tional job markets. Their success signals to prospective 
students where to go in order to have successful careers. 
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As a result, it will be more difficult to get into the aca-
demic institutions of high reputation, which means that 
they will attract top students. 

The difficulties of access in turn, will signal to em-
ployers that graduates from these institutions have high 
qualities and they will therefore prefer them to gradu-
ates from less prestigious institutions. Needless to say, 
this preference for graduates from these high reputed 
institutions will be reinforced, when those recruiting are 
themselves graduates from the same institutions. Thus 
again, Assar Lindbeck’s and Denis Snower’s idea of an 
insider-outsider mechanism seems to be at work. And, 
if this is the fact in national labor markets for academic 
graduates, there is no wonder that immigrants with de-
grees from unknown institutions, irrespective how pres-
tigious they are in their home country, will have difficul-
ties to enter academic job markets in their new country, 
particularly where professional bodies are strong.

According to the above reasoning, reputation of 
academic institutions is mainly constructed nationally. 
A basic reason for this is that academic education is 
unique in at least four ways:

1. Prospective students should not know its content in 
advance; if so it would be a waste of time and money 
to join a program. 

2. Even if students find an education very good, they 
cannot be expected to go through the same educa-
tion more than once, since a second time would also 
be a waste of time and money 

3. The value of education is difficult to estimate even 
after graduation, since it may take years to see how 
good it was on the labor market.

4. There are very few complaining graduates of higher 
education, since complaints would hurt the reputa-
tion of the education, which in turn would be nega-
tive for the graduates themselves.

For these reasons prospective students can be ex-
pected to be badly informed when choosing their edu-
cation. They, like their prospective employers, have 

therefore a tendency to stick to institutional reputa-
tion in their selection decisions.

The above arguments may help us to understand 
why there are so many well-educated foreign taxi driv-
ers all over the world. However, it might also have much 
wider implications for educational policies in modern 
institutions of higher education, since international-
ization has become the gospel of the leaders of such 
institutions. They are often heard saying that their in-
stitutions compete on a global scale and that the educa-
tion they offer is of world class, aiming at attracting the 
smartest students from around the world. 

The rhetoric of internationalization has to a large 
extent been reinforced in recent decades by the devel-
opment of ranking systems. Business schools have for 
quite some time been ranked by publications such as 
Business Week and the Financial Times, and more re-
cently there have appeared also a number of rankings 
of whole universities such as those of the Times High-
er Education and the Shanghai Jiao Tong University. 
Although these rankings are often questioned, at the 
end of the day, they are taken seriously, leading to the 
perception that there is a global market for education. 
As argued above, this idea can be questioned, since the 
major part of higher education is national, or even lo-
cal, with graduates going into national, or even local, 
labor markets. 

The implication of the above appears to be that 
leaders of academic institutions should care much more 
about their home markets than about global markets, 
and that they should be much more reflective in terms 
of their internationalization strategies. This is particu-
larly the case in countries like Sweden, located in the pe-
riphery with nationals speaking a language of restricted 
global use. The latter circumstance has led to increased 
teaching in English in Swedish institutions of higher 
education, a change that indeed can be questioned. For 
it is doubtful whether the right way to prepare Swedish 
students for the job market is to teach them in English. 
There is no evidence that teachers communicate better 
in a language that is not their mother tongue, neither is 
there any evidence that students understand better in a 
foreign language. These circumstances are particularly 
worrying since most students in institutions of higher 
education are recruited nationally, and after graduation 
are likely to work in national labor markets. Therefore, 
it is extremely important that they know basic concepts 
from their studies in their mother tongue. This is par-
ticularly essential, since present-day Swedish institu-
tions of higher education, not least in business studies, 
to a very large extent use Anglo-American text-books. 
Students therefore need help to know in the mother 
tongue what they have read in English!

The above does not mean that academic leaders 
should not think about internationalization. Rather it 
implies that they should do it in another way than the 
ranking game has forced them to do. In so doing, they 
should concentrate more on preparing their national 

students for the globalized world we are living in. Par-
ticularly, it appears important to add more knowledge 
from the Humanities to students of other faculties, 
who would benefit very much in their preparation for 
the globalized world through more education in for-
eign languages as well as in cultural matters. Although 
English is spreading fast world-wide, graduates in the 
future are very likely to need to communicate in other 
languages with partners who do not have Anglo-Amer-
ican world views. This is an important circumstance to 
consider for university leaders. 

Likewise, it is essential to be careful in the selection 
of partners for student exchange, since the sending out 
of students to other institutions implies an outsourcing 
of the two most significant tasks of an academic insti-
tution: teaching and examination. In the same way as 
most manufacturing companies are extremely wary of 
quality control of their suppliers, academic institutions 
should be very careful about the quality standards of 
their exchange partners. The focus should therefore 
not be on the number of exchange agreements but on 
their quality. Ideally, exchanges should be focused on 
institutions, with which there are long-term relation-
ships and collaboration in research.

The above has of course implications for the pres-
ent debate in Sweden on the decline of foreign students 
from countries outside the European Economic Area. 
The introduction of fees for these students has implied 
a radical reduction of the number of such students. 
This in turn has made a number of leaders of institu-
tions of higher education complain. However, there are 
also those who find it strange that Swedish tax-payers 
should have a responsibility for educating non-Swedes. 
They find it even more peculiar since so far the for-
eign students have normally not been permitted to stay 
in Sweden after their graduation. Others even see the 
extensive recruitment of foreign students as a sign of 
overcapacity in the Swedish system of higher educa-
tion. Still others point to the future benefits Sweden 
will have from these alumni as Swedish ambassadors in 
their home countries, thereby supporting the academic 
leaders asking for economic support in order to in-
crease the recruitment of foreign students. Irrespective 
of the outcome of this debate, it is indeed to be hoped 
that foreigners with degrees from Swedish institutions 
will be able to take advantage of their education and 
not become taxi drivers as a result of a globally working 
insider-outsider mechanism.

The issue of internationalization has of course also 
implications for the recruitment of faculty. Since long 
there have been efforts among Swedish institutions of 
higher education to recruit internationally. So far, the 
result is rather meagre. This could be seen as a sign of 
discrimination of foreigners, similar to what is happen-
ing to well-educated taxi-drivers. However, the main 
explanation seems to be found on the demand side of 
applicants. Foreign academics, like their Swedish coun-
terparts, appear to be nationally embedded in terms of 

culture in general and family relationships in particu-
lar. Therefore, relationships between Swedish citizens 
and partners from other countries seem to be the main 
driver for the internationalization of faculty. 

The above has particular implications for our own 
discipline, business studies, since it has become more 
and more internationalized through Anglo-American 
publications and consultants, but also since it is to-
day a dominant feature of most academic institutions. 
Therefore, my colleague in Toronto, Matthias Kipping, 
and I have made a study of the internationalization of 
business schools. Doing so, we choose programs which 
could particularly be expected to operate on a global 
scale: the 100 Global MBA programs listed on the 2011 
Financial Times ranking. We then found only three 
cases of multi-campus schools, a finding which cor-
roborates earlier reports on difficulties of foreign direct 
investments in the area of higher education. Of the re-
maining 97 institutions only one-fifth had a majority of 
both foreign students and foreign faculty. Of the rest, 
those located in the United States stood out as having 
the lowest degree of internationalization (about 30 %) 
both in terms of students and faculty. We also found 
that many of the prestigious business schools like those 
at Berkeley, Cambridge, Columbia, Harvard, Oxford, 
Purdue, and Stanford did not have any exchange pro-
grams at all. Thus, we concluded that prestigious insti-
tutions, not least in the United States, have a tendency 
to focus on their home market. Since the programs we 
studied could be expected to be the most globalized of 
all, our belief is that the rest, which does not have such 
a high profile of internationalization, are even less in-
ternationalized. 

In conclusion it should first of all be stressed that 
the arguments above do not imply a denial that we live 
in a globalized world. It is quite clear that modern com-
munications both physically and electronically have 
made the world more integrated. As a result transna-
tional relationships between individuals, corporations 
and other institutions have developed more and more. 
However, at the same time there are also strong local 
cultural forces that moderate globalization. Individu-
als communicate and travel but they tend to be embed-
ded in their local environments when it comes to fam-
ily and culture. In the same way labor markets tend to 
favour locals, thereby leading to a waste of academic 
competence in the taxi industry.

Second, the arguments above imply an appeal to 
academic leaders to focus more on preparing their 
students for the domestic labor market. However, it 
is also a call for the development of new strategies to 
make the students fit for transnational interactions. 
In addition, when foreign students are recruited, aca-
demic leaders are asked to consider the future career 
opportunities of these foreigners and not just look at 
foreign recruitment as a means of financing their in-
stitutions. We all need taxis at occasions, but taxis can 
be driven also without academic degrees. 
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     “leaders of academic institutions 

should care much more about their home 

markets than about global markets, and 

they should be much more reflective 

in terms of their internationalization 

strategies. this is particularly the case in 

countries like sweden”

the Insider-outsider theory 
The theory focuses on the 

conflict of interest between 
‘insiders’ and ‘outsiders’ in 
the labor market. Insiders 
are incumbent employees 

enjoying therefore more 
privileged positions protected 

by labor cost turnover. 
Outsiders do not enjoy such 
protection and are therefore 

left with less favorable 
employment opportunities. 
The theory was developed 

by Swedish economist 
Assar Lindbeck and British 
economist Dennis Snower.   


