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Summary

Public social security systems play a crucial role in providing indi-
viduals with financial security in situations such as unemployment,
parenthood, illness, and old age. These systems also shape people’s
incentives to work and should be designed to minimize time spent out
ofemployment. At the same time, they must offer sufficient protection
againstincome loss to enable a secure adjustment to new circumstances
and support a sustainable working life - whether that means returning
to work, changing careers, or retiring.

Alongside the public systems, Sweden has a long-standing tradition
of employment-based insurance and benefits — commonly referred to
as occupational welfare. Although most Swedish employees are cov-
ered by such supplementary benefits through collective agreements
or union membership, public debate and academic research tend to
focus primarily on the public social security systems.

The mosaic of income security solutions created by these supple-
mentary benefits raises questions about how they affect the Swedish
welfare model, which is often described as universal and egalitarian.
Differences in conditions and regulations across groups can result in
unevenly distributed income security — both between groups with
different types of benefits and between those with and without sup-
plementary income protection. To understand these effects, we need
more knowledge about how these supplementary benefits work and
how they influence behavior, income inequality, and employment.
Researchers have long noted, however, that the lack of complete and
accessible information makes these benefits difficult to study.

In thisreport, we provide an overview of the supplementary benefits
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and how they have evolved over time. We analyze income replacement
benefits in cases of 1) old age retirement, 2) sickness absence, 3) pa-
rental leave, and 4 ) unemployment, and describe how these benefits
are financed, taxed, and recorded in official statistics. We trace their
development since their introduction and highlight the major agree-
ments within four large collective bargaining areas that cover most
of the Swedish labor market: white-collar and blue-collar workers in
the private sector, central government employees, and employees in
municipalities and regions. We also address some industry-specific
solutions and the union-run complementary income insurances that
primarily apply in cases of unemployment.

For the past three decades, we also analyze how much compensa-
tion these supplementary benefits provide for differentincome groups
when facingincome loss. The aimis to offer acomprehensive overview
of how these benefits function and interact with the public social se-
curity systems.

The Development of Supplementary Benefits
and Their Changing Role

Supplementary employment-based benefits have, in many cases, ex-
isted longer than Sweden’s public income insurance systems. Their
importance has shifted in response to developments in public welfare
systems, though the trends differ across insurance areas. In some areas,
their significance has grown, while in others, they have been adjusted
in response to changes in public social security systems.

PENSIONS: A LONG HISTORY AND GROWING IMPORTANCE
Occupational pensions have a longer history than the Swedish public
pension system and were a key source of income before the 1960s,
when a major reform made the public pension system more generous.
Historically, however, their coverage varied across different parts of
the labor market. Since the 1960s and 1970s, occupational pensions
have been collectively bargained complements to the public pension,
covering large parts of the Swedish labor market.

Like the public pension system, occupational pensions have shifted
from defined benefit to defined contribution schemes since the late
1990s. This change has partly transterred financial risk from employers



A SWEDISH PATCHWORK. §O YEARS OF PARENTAL INSURANCE

to employees. Over time, pension contributions have become more
standardized across collective bargaining areas. On the other hand,
new types ofadditional pension contributions have been introduced in
recent years through industry-specific collective agreements, creating
further inter-industry variation. These additional contributions can
significantly affect total pension levels, especially in the private sector,
where in some cases they raise the replacement rate to levels that ap-
proach or even exceed those in the public sector. However, variation
remains considerable, and some agreements lack such additional con-
tributions altogether.

Public pension replacement rates have declined over time, partic-
ularly for high-income earners. Occupational pensions compensate
for some of this income loss, but the level of compensation varies
across different bargaining areas. As a result, occupational pensions
have become increasingly important, and differences between bar-
gaining areas may have more substantial consequences. That said, the
development of occupational pensions has historically shown patterns
of diffusion, where changes in one bargaining area have led to similar
changes in others. This also appears to apply to the recent develop-
mentofadditional pension contributionsin industry-specific collective
agreements, where we see signs of convergence among private sector
white-collar workers. Whether these differences will continue to nar-
row over time remains an open question.

SICKNESS ABSENCE: MORE UNIFORM BENEFITS

INFLUENCED BY CHANGES IN SICKNESS INSURANCE
Employment-based benefits for sickness absence have existed longer
than the public sickness insurance system in Sweden. In the report, we
describe both the collectively agreed benefits that top up the public
sickness benefits (“sjukpenning”) provided in short to medium-term
spells of sickness absence, and disability benefits (“sjuk- och aktivi-
tetsersittning” ), which is provided in the event of long-term or per-
manent reductions in work capacity due to disability or illness.

Over time, these benefits have become more uniform across col-
lective agreements, likely as rules in one agreement have influenced
others. For supplementary sickness benefits, this uniformity was also
reinforced by early 1990s legislation that limited the compensation rate
and introduced an employer-paid sick pay period at the start of illness.
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Collectively bargained benefits have also become more similar in the
case of disability benefits, even though they lack legal constraints like
those for sickness benefits.

Differences still exist for workers with incomes above the public
insurance ceiling, and these disparities became more noticeable in the
2000s as more people exceeded the income ceiling. At the same time,
these differences shrink when the income ceiling is raised, as has oc-
curred in recent years for sickness benefits. Combined with decreases
in real wages, this has led to a reduced importance of supplementary
benefits for large income groups when receiving sickness benefits.

However, uniform terms and conditions do not necessarily mean
that all employees have equal access to supplementary income protec-
tion. Application processes vary between collective bargaining areas,
which can lead to differences in take-up. The fact that collectively
bargained benefits provide significant financial support during sickness
absence can also create disparities between workers who are covered
by them and those who are not. This is especially evident for disabil-
ity benefits, where the public insurance offers both a relatively lower
replacement rate and a lower ceiling compared to regular sickness
benefits.

In contrast to occupational pensions — which today can largely be
seen as independent of the public pension system — collectively bar-
gained benefits for sickness absence are dependent on the Swedish
Social Insurance Agency approving sickness or disability benefits. Even
it these collectively bargained benefits remain relatively unchanged,
access can still vary depending on changes in public eligibility rules.

PARENTAL LEAVE: MORE UNIFORM AND GENEROUS BENEFITS,
BUT DIFFERENCES REMAIN

Some form of employer-provided parental leave benefit has existed
since at least the 1950s in certain workplaces. Like the public parental
leave insurance, these benefits have expanded over time. Since the
2000s, complementary parental leave benefits have been presentin all
major bargaining areas, though the differences between them remain
relatively large. In the private sector, a unified insurance for parental
benefit supplements was introduced for blue-collar workers in 2014,
which harmonized and improved conditions compared to the previous
sector-specific arrangements. For white-collar workers in the private
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sector, complementary parental leave compensation remains agreed
at the industry level, creating greater variation.

The public sector — particularly the central government sector — has
long had more generous benefits than the private sector. While benefit
levels have been quite similar over time and are now largely consistent
across collective bargaining areas, qualification requirements and ben-
efit durations still vary. Over time, qualification rules have become less
restrictive and more aligned — for example, by lowering the required
length of employment — but the public sector still maintains more fa-
vorable conditions. For example, central government employees have
no employment requirement to qualify for benefits, whereas the pri-
vate sector generally requires at least one year of employment.

Benefit durations still vary significantly, though they have become
longer and more harmonized over time. Once again, the public sector
—especially the central government — offers benefits for a longer peri-
od than the private sector, where some industry-specific agreements
require several years of employment to qualify for several months of
benefits. Another area of difference lies in the flexibility of drawing
parental benefit supplements and parental pay. In the private sector,
there are often stricter limits on the duration and requirements for
continuous use of these benefits.

UNEMPLOYMENT: FROM EXPANSION IN THE 20008
TO DECLINING IMPORTANCE AGAIN
Collectively bargained unemployment benefits have a shorter history
compared to those in pensions and sickness. They were introduced for
private-sector blue-collar workers in the late 1960s, and only around
the mid-1980s for the municipal sector. Over time, these benefits have
become more uniform by compensating for income losses above the
ceiling of the public unemployment insurance system. One exception
is the AGB insurance’s lump-sum payment for private-sector blue-col-
lar workers, which is not directly linked to the statutory unemploy-
ment insurance. Initially, the eligibility criteria were strict and limited
to older employees with long tenure. Over time, these criteria have
been relaxed, but the private sector still maintains a relatively high age
threshold of 40 years, while the public sector has removed the age
limit altogether.

The total replacement rate during unemployment has varied signifi-
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cantly between collective bargaining areas, especially from the early
2000s up to the pandemic year 2020; a period during which more
individuals began exceeding the income ceiling of the unemployment
insurance system. During this period, the importance of collectively
bargained unemployment benefits grew, resulting in greater disparities
inreplacement rates between different groups of unemployed individ-
uals. Private-sector white-collar workers tend have lower replacement
rates than public-sector employees, particularly during longer spells
of unemployment. At lower income levels and during short-term un-
employment, the lump-sum payment for private-sector blue-collar
workers stands out as particularly generous.

Since the early 2000s, many trade unions have introduced income
insurance schemes that compensate for income loss above the public
insurance ceiling. These union-based income insurances are often eas-
ier to qualify for than collectively bargained benefits and may help to
level differences between agreements, but they are typically paid out
for a shorter duration.

Aswith sickness benefits, recent increases in the income ceiling and
decreases in real wages have reduced the overall importance of sup-
plementary benefits for many workers. When a new unemployment
insurance law comes into force in October 2025, the supplementary
benefits above the ceiling will be phased out more quickly, even as the
ceiling itselfis raised. This is likely to further reduce the disparities in
replacement rates between different groups.

COST AND PAYOUT TRENDS VARY BY INSURANCE AREA
Our mapping of insurance fees shows that old-age pensions dominate
the total premiums for collectively bargained benefits. Historically,
however, the premiums for sickness and unemployment insurance
were significantly higher than they are today. The increased contribu-
tions to old-age pensions have in turn driven up the total cost of supple-
mentary benefits over time. Including the special payroll tax on these
contributions, the total cost for an older employee across the insurance
areas we surveyed amounts to 9% of the wage sum for private-sector
blue-collar workers, 16% for private-sector white-collar and municipal
employees, and 26% for central and regional government employees.
Payout data from the 2000s reveal clear differences between bene-
fits across insurance areas. This includes trends in total amounts paid
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out, the number of payments, and average benefit levels. Occupation-
al pension payouts have increased significantly since the late 1990s,
while payouts of supplementary disability benefits have declined, in
parallel with fewer recipients of the public benefit. The total amount
ofunemployment-related payouts has remained stable, but with fewer
recipients and — until the pandemic year 2020 — higher benefits per
person. Women are more often recipients of sickness benefits, while
men are more often recipients of unemployment benefits. Men also
generally receive higher average payouts.

Three Key Takeaways

THE CONSTANTLY RENEWED MOSAIC OF INCOME SECURITY
Whereas the mosaic of income security solutions in Sweden is not new
from a historical perspective, itis continually renewed and renegotiated
in response to changes in the public systems. This dynamic means that
the importance of supplementary benefits varies considerably across
insurance areas and over time. For example, supplementary benefits in
cases of sickness or unemployment gained importance during much
ofthe 2000s but have declined in significance again in recent years. In
contrast, the importance of occupational pensions has seen a steady
growth in recent decades.

INCREASED UNIFORMITY — BUT SOME PRIVATE EMPLOYEES

ARE STILL EXCLUDED

The conditions of supplementary benefits have generally become more
uniform across bargaining areas over time. The Swedish welfare model
is often described as universal, where the same conditions apply to
all. One might assume that supplementary benefits undermine this
universalism, but our findings nuance that view. On the one hand,
supplementary benefits reduce universalism by excluding some em-
ployees and by being managed separately for different groups. On
the other hand, supplementary benefits may strengthen universalism
by maintaining a relatively high level of compensation for large parts
of the population — especially when the public systems fall short. We
describe this as a form of “outcome universalism by other means,”
where large segments of the workforce are covered by relatively simi-
lar, albeit organizationally distinct, systems. As terms and conditions
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become more aligned across agreements, itis increasingly the group of
private-sector employees without collective agreements who increas-
ingly stand out in terms of income security. Today, this group includes
about one-tenth of private-sector blue-collar workers and one-quarter
of private-sector white-collar workers.

COMPLEXITY AND THE GROWING NEED FOR KNOWLEDGE
Supplementary benefits have added complexity to the Swedish income
security system as a whole. The growing number of rules and stake-
holders increases the need for individuals to understand how these
systems work. This raises the risk that people may miss out on income
protection due to a lack of knowledge. The complexity may also make
itharder for policymakers to anticipate how reformsin the public secu-
rity systems will aftect behavior. This is partly because supplementary
benefits affect different groups in different ways, and partly because
labor market partners can renegotiate the supplementary benefits in
various ways in response to reforms.

There is a clear and ongoing need for more knowledge about sup-
plementary benefits and their effects on individuals, employers, and
society asawhole. We hope this report provides a foundation for future
research and a broader discussion on how the Swedish welfare system
should be structured moving forward.
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