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ABSTRACT

The Swedish public unemployment insurance program is characterized by its governance structure 
involving union-linked insurance funds, famously known as the Ghent system. This paper argues 
that the unions’ strongly entrenched interest in the provision of unemployment benefits has contin-
ued to shape the establishment and expansion of complementary benefits for the unemployed in 
multiple forms, including bilateral Employment Transition Agreements between employers’ organi-
zations and unions (occupational pillar) and privately provided complementary income insurance 
benefits mediated by unions (private pillar). The paper accounts for this multi-pillarization process 
of the Swedish unemployment benefit provision system and how the unions’ involvement has come 
to take multiple forms. The paper also discusses distributive implication of this union-led develop-
ment of the complementary pillars, which reinforces the differences in risk protection between 
different occupational groups and sectors.
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Introduction

In the so-called ‘Ghent system’, the state subsidizes voluntarily operated unemployment 
insurance schemes. The role of the state is limited to regulation, supervision and finan-
cial subsidization, while the union-linked unemployment insurance funds are responsi-

ble for the administration of the unemployment insurance. The Ghent system is today in 
operation in Sweden, Denmark, Finland and Iceland.1 Sweden is one of the few countries 
where the Ghent system has survived due to its unions having been successful in making 
the insurance program attractive for the wider working population during the post-war 
period (Goul Andersen 2012; Rasmussen & Pontusson 2018). Unlike the neighboring 
countries like Denmark and Finland where alternative insurance funds started gaining 
foothold during the last two decades (Høgedahl & Kongshøj 2017), the union-linked 
insurance funds are still dominant insurance providers in Sweden. As of May 2019, there 
are 26 unemployment insurance funds and all but one of these funds (Alfa-kassa) are 
linked to specific unions organizing different sectors and professional groups.

Despite retaining voluntary membership in the insurance funds, the Swedish Ghent 
system has for a long time been characterized by comprehensive coverage and generous 
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benefit levels (Rothstein 1992; Scruggs 2007; Sjöberg 2011; Sjöberg et al. 2010). This 
was possible by collectively pooling the risk of income loss upon unemployment in two 
ways. First, the state heavily subsidized benefit payments and membership fees so that 
the generous compensation level as well as the high coverage could be sustained. Second, 
the contribution fees for everyone insured were kept at uniformly low levels regardless 
of which insurance funds they belonged to. Additionally, the system also provides basic 
(flat-rate) benefits for unemployed individuals not belonging to an insurance fund, as 
long as they fulfil work requirements. These features ensured a wider coverage includ-
ing workers in sectors and professions facing higher risks of unemployment, which in 
turn also contributed to high degree of unionization (Clasen & Viebrock 2008; Høgedal 
2014; Lind 2007; Rothstein 1992; Scruggs 2002; van Rie et al. 2011; Western 1997). 
This is in line with the argument recently put forward by Rasmussen and Pontusson 
(2018) that the Ghent system has only been successful where the government extensively 
subsidizes the financing of the insurance funds.

During the last three decades, however, both benefit generosity and recipiency rate of 
the Swedish public unemployment insurance program have declined. We can identify three 
reasons for this retrenchment. First, since the economic crisis of the 1990s, both the conser-
vative parties and the Social Democrats implemented benefit cuts, toughened up eligibility 
criteria and let the gradual erosion of benefit generosity occur by not raising the ceiling 
(Bandau 2017; Gordon 2017; Rathgeb 2018; Sjöberg 2011). Second, the reforms under 
the center-right coalition government the Alliance in the mid-2000s with further benefit 
cuts and toughened eligibility, as well as a retreat of the state’s financial contribution, sig-
nificantly undermined the Ghent system, reducing the coverage of the earnings-related ben-
efits greatly and negatively affecting union density especially among blue-collar workers 
(Kjellberg 2009, 2011). Finally, changes in the labor market and characteristics among the 
unemployed may also account for the significant decrease in the benefit recipiency rate. An 
ever-larger share of unemployed individuals today is poorly protected by the Ghent system, 
which requires an extended period of work record and insurance fund membership. It is 
merely one in four among the unemployed who receive the earnings-related benefit from 
the public unemployment insurance program today (Lindellee 2018, p. 80).

These changes in the public unemployment insurance program are spectacular (see 
also Gordon 2017) in their scope and scholars have highlighted the impact of weaken-
ing Ghent system in Sweden on the union density (Bandau 2017; Høgedahl & Kongshøj 
2017). While the decreasing union density among the blue-collar workers in the after-
math of the reforms during the 2000s is incontestable, I argue that weakening of the 
Ghent effect has not been uniform across different working populations in Sweden and 
the Ghent logic has rather been partly strengthened due to the development of comple-
mentary benefits for the unemployed, where the unions continue to play a vital role. In 
order to substantiate this argument, this paper analyzes important parallel changes that 
have taken place as the retrenchment of the public pillar unfolded: silent institutionaliza-
tion of complementary benefits for the unemployed.

The unemployed in Sweden today have to relate to several kinds of benefit schemes. 
Apart from the public unemployment insurance program, different labor market  sectors 
are covered by different complementary benefit arrangements regulated by collective 
agreements between the main employer and union organizations. These Employment 
Transitional Agreements (ETAs) have continuously been expanded to cover the entire 
labor market since their inception in the 1970s.2 Besides this occupational welfare 
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arrangement, there are private complementary income insurance schemes provided by 
the majority of labor unions for their members, covering half the working population 
as of 2017 (Lindellee 2018). These are to top-up the benefits from the public unemploy-
ment insurance program or prolong the benefit payment period. There are also indi-
vidual income insurance plans, operating based on risk assessment and premium-setting 
practices on the individual level.3 We may therefore now speak of a multi-pillarization 
in the provision of unemployment benefits in Sweden. By multi-pillarization, I refer to 
the changing institutional landscape for unemployment benefit provision, where there is 
an increase in the importance of different complementary benefits provided by occupa-
tional and personal arrangements, or pillars.

The paper proceeds as follows. After a brief account on the analytical focus and data 
sources reviewed for the study, the main body of the paper provides a detailed account 
on the distinct path to multi-pillarization of the Swedish unemployment benefit system, 
with varying consequences for the unions organizing different working populations. The 
first subsection analyses the retrenchment of the public pillar and the following two sub-
sections analyze the establishment and expansion of the occupational and private pillars 
respectively. Lastly, I conclude with a discussion about distributive implications of the 
continued and evolving role of the unions in unemployment benefit provision in Sweden.

Methodology

The pillar perspective (see Goodin & Rein 2001, for an extended discussion) and the 
terminology of multi-pillars have been most widely adopted in pension research, where 
multi-pillarization has been explicitly and widely embraced by major policy organi-
zations as well as politicians and scholars as a financially sustainable alternative for 
aging societies (Anderson 2010; Ebbinghaus 2011). Adopting the pillar perspective to 
the study of unemployment benefit provision system in Sweden is a novel attempt, yet 
one that which helps us paying attention to the gradual and subterranean institutional 
changes (cf. Hacker 2004, 2005; Thelen & Mahoney 2010) that the Swedish unemploy-
ment benefit provision system has undergone. While the main institutional features of 
the public unemployment insurance program have remained intact, the vocabulary of 
multi-pillar perspective helps us highlight the new functions of the complementary ben-
efit schemes for the unemployed in Sweden.

In this paper, features of the complementary pillars are analyzed by tracing the insti-
tutional context from which they emerged and by analyzing the development of different 
types of complementary benefits. In other words, the analyses are focused on the output 
level of institutional changes. The overall analytical process may be described as bringing 
different pieces of information and material into an institutional order that is not neces-
sarily apparent from the outset, through a process of tracking and making sense of a series 
of events and diverse sources of data. Inspired by the historical institutional approach, this 
study tries to take into account the institutional origins, path dependency exerted by estab-
lished institutional legacies and how they over time constrain and shape the actors’ room 
for maneuver as well as interests, preferences and strategies. Some conceptual tools widely 
used in studies of gradual institutional changes, such as policy drift and layering (Jensen 
2014; Hacker 2004, 2005; Thelen & Mahoney 2010), are used in this paper, as they are 
heuristically useful in understanding the changes in the Swedish unemployment benefit 
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provision system leading to the multi-pillar system of unemployment benefit provision. 
The study draws on an extensive set of documents. In analyzing the changes in the 

public unemployment insurance program, reports and statistics from two state agen-
cies, Swedish Unemployment Insurance Board and Public Employment Service were of 
great importance. For the analysis of the benefits and support provided via collective 
agreements between labor market partners, several previous studies have been essential 
(Bäckström 2006; Jansson et al. 2018; Martinson 2005; Sebardt 2005; Walter 2015). 
Moreover, some first-hand data were collected by reviewing the websites of the different 
ETAs and various types of information available on websites belonging to unions and 
employers’ organizations. For the newly developed complementary income insurance 
schemes for the unemployed, documents from public authorities and agencies, reports 
from confederations of labor unions (Andrén 2014; Essemyr 2013; Vedin 2014), as well 
as information from labor unions’ websites were reviewed. Additional sources included 
insurance company websites, insurance plans, leaflets, blogposts, online advertisements, 
radio, podcast broadcasting, price-comparison websites, related newspaper articles, etc. 

Three decades of retrenchment: the public  
unemployment insurance program

If the Ghent system as the public pillar of the Swedish unemployment benefit system was 
at its peak in terms of coverage and benefit generosity at the very beginning of the 1990s, 
the last three decades have been characterized by several waves of retrenchment reforms. 
After the deep economic crisis in Sweden in the 1990s, the political and economic con-
texts within which the Ghent system could operate successfully as the public pillar of 
unemployment benefit system came under the strain of fiscal concerns. Since then, the 
benefit level and eligibility criteria have continuously developed towards public unem-
ployment insurance benefits that are less generous and more difficult to qualify for. The 
long-term incremental change leading to the continuous decline in benefit generosity 
has weakened the public pillar’s function as providing earnings-related unemployment 
benefits. Although the gross replacement rate of earnings-related unemployment insur-
ance benefits remained rather stable, the lack of benefit indexation and several extended 
periods of non-decision by the government in adjusting the benefit ceiling effectively 
undermined the generosity of the benefits, turning the earnings-related benefits into de 
facto flat-rate benefits for the majority of wage earners.

Figure 1 is an attempt to grasp the effects of this ‘politics of indexation’ (Weaver 
1988) over time. The dotted line on the top of the graph illustrates the gross replacement 
rate, which has been stable at 80% since 1997. The straight line in the middle illustrates 
the maximum benefit amount as a share of the average wage for each year, showing a 
consistent decrease, with the exception of 2002 and 2015 when the benefit ceiling was 
raised. In 1994, the unemployment insurance benefits could compensate for 80% of previ-
ous earnings of an average wage worker. In contrast, an unemployed person earning the 
average wage in 2014 who fulfilled the eligibility criteria for the earnings-related benefits 
could at most receive 48% of his/her previous income from the public unemployment 
insurance program. The basic flat-rate benefits, which are paid out for those who fulfil 
the work requirements but not the membership requirements, has steadily decreased from 
32% of the average wage in 2002, when the last raise took place, to 21% of the average 
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wage in 2016 (dashed line in the bottom). Even with the recent rise of the benefit ceiling 
in 2015, the average wages among private sector blue-collar workers, for both males and 
females, were already above the benefit ceiling in 2017 (SCB 2017). This means that the 
majority of wage-earners are unable to secure the formal replacement rate of 80% of 
previous income by receiving unemployment insurance benefits.

In other words, the effective income replacement rate for the unemployed whose 
previous income is higher than the benefit ceiling has deteriorated almost constantly with 
the exception of minor, temporary increases when the ceiling was raised in 2002 and 
2015. As pointed out by Green-Pedersen et al. (2012), not indexing or changing index-
ation rules for unemployment benefits is a less-noticed but popular way of retrenchment, 
found in diverse institutional contexts across different welfare-state regimes and politi-
cal colors of the governments involved. Even though the Social Democratic government 
raised the ceiling by 33% in 2015, there was little discussion concerning reintroducing 
indexation for the benefit ceiling (Promemoria 2014). This implies that as the years pass, 
the relative level of maximum benefits will gradually and continuously decrease again.

The changes in the generosity of the public pillar in terms of decreasing the effective 
income replacement level and stricter eligibility have taken place more or less consistently 

Figure 1 Changes in the formal, maximum and minimum replacement rates in Swedish unemploy-
ment insurance benefit, 1991–2016.

Source: Benefit level from the Swedish Unemployment Insurance Board (IAF) and average wage for each year from 
Statistics Sweden (SCB).

Note: Data on daily benefit payments from IAF were used for calculating monthly benefit level, which was then divided 
by the average wage of each year in order to estimate the replacement rate as a percentage of the average wage.
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since the 1990s, regardless of the ideological orientation of the governments in power. 
The Social Democratic governments did not completely reverse the benefit cuts made 
by a right-wing coalition during the 1990s (Gordon 2017, p. 6), which allowed for the 
continued erosion of the earnings-relatedness of unemployment insurance benefits. What 
has significantly weakened the Ghent system further in the recent decade are the changes 
introduced by the center-right Alliance government in 2006, increasing as well as differ-
entiating the unemployment insurance fee levels (Prop., 2006/07:15). When the Alliance 
government simultaneously reduced the state subsidies in two ways (i.e., by raising the 
insurance funds’ fees to the state and abolishing the tax deduction for the insurance fund 
membership fees (Prop. 2006/07:15)), the coverage of the earnings-related unemployment 
insurance benefits, especially among workers exhibiting relatively higher risks of unem-
ployment, dropped to an unprecedented extent (Kjellberg 2009, 2010/2014). 

Another important aspect of this change, however, was the fact that the increased 
financial burden on the unemployment insurance funds was unequally distributed due 
to the differentiation of membership fees across insurance funds, which aimed to tighten 
the relationship between the risk of unemployment in different sectors and the mem-
bership fees for the unemployment insurance funds. By abolishing the redistribution 
mechanism of resources among the insurance funds through the ‘leveling fee’4 (Prop. 
2006/07:15), the effect of the tighter link between insurance membership fees and the 
sectoral unemployment rate achieved by the unemployment fee was further strengthened 
(IAF 2013; Kjellberg 2011, p. 74). As a result, the difference in membership fees between 
different unemployment insurance funds increased from a maximum of SEK 36 in 2006 
to SEK 359 in 2013.5 These changes during the last decade reveal the importance of the 
state’s financial commitment for the Ghent system most starkly. It became thus evident 
during the aftermath of the reforms that the Ghent system is highly vulnerable without 
a substantial financial commitment from the state, as those who could not afford the 
membership fees both left and refrained from signing up for the insurance funds.

Despite this vulnerability of the Ghent system, the voluntary membership to the 
union-linked insurance funds has remained a core institutional feature and it does not 
seem as if this trait will be easily abandoned. This is because the institutional origin of the 
Ghent system during its formative years and its particular impact on union density over 
time has led to deep-seated interests and preferences among the unions to be continu-
ously involved in the provision of unemployment protection. However, this institutional 
inertia has been accompanied by a range of significant changes in other aspects of the 
Ghent system, beginning in the 1990s. With the arrival of new sets of goals governing 
the economic and labor market policies in the aftermath of the economic crisis, together 
with the weakened corporative policy-making practice, the unions became increasingly 
less successful in combating retrenchment of the public unemployment insurance pro-
gram. Symptomatic of this critical period is that the unions and the Social Democratic 
Party started exhibiting disagreement in relation to benefit generosity, eligibility level, 
the goal of the unemployment insurance, etc. (Anderson 1998; Timonen 2003).

Therefore, although the core institutional architecture of the Ghent system remained 
resilient, this does not mean that this institutional continuity guarantees sustained risk 
protection outcomes regardless of shifting political ideologies governing the public 
unemployment insurance program or constantly changing labor market structures. This 
subsequently opened up for other forms of institutional change, such as drift and layering  
as discussed in the literature on gradual institutional change (Hacker 2004, 2005; 
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Thelen & Mahoney 2010). Policy drift indicates a process where the outcomes of quite 
stable policies may significantly change due to shifts in the social context of policies. 
The policy drift when it comes to the benefit ceiling of the unemployment insurance 
benefits has meant that earnings-related benefits have in fact been converted into basic 
flat-rate benefits for many workers, leading to a social protection gap (Bonoli et al. 2000,  
p. 46) with an increasing share of workers unable to get full compensation for their lost 
income upon unemployment. This social protection gap has to some extent been filled 
by the maturing ETAs and newly established complementary income insurance schemes 
guaranteeing full income compensation above the ceiling in the public unemployment 
insurance program, which we now turn to.

Silent institutionalization of occupational pillar -  
Employment Transition Agreements

Swedish occupational welfare provision is characterized by far-reaching, relatively uni-
form and centralized arrangements providing additional social protection for workers 
on top of the statutory programs (Greve 2018; Jansson et al. 2016; Sebardt 2005). 
Through collective negotiation and administration, a handful of actors provide comple-
mentary benefits for wage earners in the case of old age, workplace accidents, sickness, 
unemployment, parental leave and so on. The main function of the benefits provided via 
collective agreements is to complement the statutory benefits provided by social insur-
ance schemes, as all social insurance schemes have maximum ceilings in terms of the 
level of earnings-related benefits one may receive.

The occupational pillar in unemployment benefit provision is no exception. The Swed-
ish labor market partners have autonomously developed a unique set of collective agree-
ments over the last fifty years in order to manage redundancy. As early as in the 1970s, the 
union confederations and employers’ organizations established cross-industrial agreements, 
which may generally be referred to as ETAs. As of 2012, when over a million local and 
regional government employees became covered by the Transition Fund (Omställningsfon-
den), one can say that all major labor market sectors are covered by ETAs. Internationally, 
it is rather uncommon to find such comprehensive coverage of occupational welfare in 
the area of unemployment protection (Jansson et al. 2016; Walter 2015) and this may be 
understood in light of the strong Swedish tradition of bilateral self-regulation and conflict 
management between employers and workers via collective agreements (Elvander 2002).

The ETAs cover most workers in the Swedish labor market as of 2017 (See Table 1). 
Within the framework of these agreements, there are nonprofit foundations and coun-
cils, owned and managed by actors from both sides of the labor market. The common 
goal of the ETAs is to support and facilitate a successful transition of the unemployed 
to new employment (or full-time education) both via economic compensation comple-
menting the public unemployment benefits and via employment services complement-
ing the support provided by the Public Employment Service. The following is a short 
description of the economic compensation provided by the main ETAs.

For the state sector, the Job Security Foundation (Trygghetsstiftelsen) founded in 
1990 covers about 250,000 state employees. For those covered by this agreement, there 
are complementary benefits topping up the public unemployment benefits over the ceiling.  
In order to receive these benefit, permanent employment prior to unemployment is 
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required for full compensation. Fewer days of payment are offered for those with tem-
porary employment, depending on length of employment (new element since 2014). For 
employees working at local and regional government bodies, there is the Transition Fund 
(Omställningsfonden, KOM-KL). It came about most recently, in 2012, but is nonethe-
less the largest in terms of coverage, covering 1.1 million employees. For those covered 
by this agreement, there are complementary benefits topping up the public unemploy-
ment benefits over the ceiling, up to 80% of the previous salary for the first 200 days and 
then 70% for the following 100 days. These benefits require permanent employment for 
the last four out of five years of consecutive employment. For private sector blue-collar 
workers, the Employment Transition Fund (Trygghetsfonden, TSL) was founded in 2004 
and it covers 900,000 employees. A lump sum severance payment AGB (Avgångsbidrag) 
is provided for those covered by this agreement. Basic eligibility criteria for these benefits 
include being above the age of 40 and having been employed for at least 50 months dur-
ing the last five years before unemployment. For private sector white-collar workers, the 
Employment Security Council (Trygghetsrådet, TRR) was founded in 1974 and covers 
850,000 employees. For those covered by this agreement, complementary unemploy-
ment benefits topping up the public unemployment benefits over the ceiling is provided, 
up to 70% of the previous salary for a six-month period and 50% thereafter. One has 
to be over the age of 40 to receive this compensation, and the benefit level and period 
vary depending on age and previous salary. Apart from these four major ETAs, there are 
seven additional similar arrangements covering specific labor market sectors, but these 
are smaller in scope in terms of coverage. These include the culture and non-profit sector, 
real estate, banking and other financial services, the cooperative sector and the church, 
all founded between the early 1970s and the 2000s (Walter 2015, p. 25).

Even though these different ETAs developed independently of each other without 
any formal coordination by major actors or the state (Jansson et al. 2018, p. 61; Walter 
2015, pp. 126–127), the governance arrangements as well as the range of benefits and 
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length of employment
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services provided are very similar. Some differences, however, may be found in terms 
of more detailed eligibility criteria and level of benefits provided. The expansion of the 
Employment Transition Agreements has been possible due to the significant strength and 
organizational capacities of the labor market partners with their centralized umbrella 
organizations that have been active in the provision of a range of occupational benefits 
for a long time (Jansson et al. 2018; Trampusch 2013). This layering of occupational 
schemes covering most workers in Sweden certainly demonstrates a potential of compre-
hensive risk protection via bilateral agreements between the labor market partners com-
pared to, for instance, firm-level occupational welfare provision, which may result in a 
much more varying degree of protection. Nevertheless, the limits of solidarity appear to 
be clear. 

At a closer look, the generosity and eligibility criteria in relation to the benefits 
provided by the ETAs differ across different labor market sectors, as pointed out above. 
As in the Swedish occupational pension provision, the main cleavage can be found 
between the agreement covering private sector blue-collar workers and the other major 
schemes, the former being a latecomer as well as less comprehensive and generous than 
the schemes covering the rest of the working population in the public sector and private 
white-collar workers (compare, for instance, with pension provision in Jansson et al. 
2018).

This silent institutionalization of the ETAs developed into a unique, unprecedented 
occupational pillar. This is in line with the understanding of industrial relations as a 
source of egalitarian welfare reforms in the face of welfare state retrenchment (Tram-
pusch 2007). This pillar reflects the strong organizational resources and governance 
capacity of the labor market partners in Sweden, reinforcing the importance of the 
Swedish model and in turn legitimizing the importance of a high organizational level for 
both employers and workers. Whereas the corporatist institutions and norms in policy-
making have weakened significantly (Lindvall & Sebring 2005; Rothstein & Bergström 
1999), the application of collective agreements as the principal way of governing indus-
trial relations and providing occupational welfare to workers seems to remain strong in 
Sweden.

Emergence and expansion of private pillar -  
Complementary income insurance schemes

While the occupational pillar consisting of the Employment Transition Agreements has 
evolved slowly since the 1970s, the complementary income insurance schemes have 
expanded rather swiftly over the last fifteen years. As the level of earnings-related ben-
efits from the public unemployment insurance program has continued to deteriorate 
since the 1990s, a large share of workers has become unable to fully insure against 
income loss upon unemployment merely by becoming a member of an unemployment 
insurance fund. Therefore, complementary income insurance schemes started to emerge 
providing full compensation of the lost income even above the benefit ceiling in the pub-
lic unemployment insurance program. However, full compensation is here limited up to 
80% of the previous income for the first 200 days and 70% for the rest of the period, 
which corresponds to the levels regulated by the law on unemployment insurance (SFS 
1997:238, 26 §). 
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The development of this third pillar is shaping the new terrain of the Swedish 
unemployment benefit provision system today, as it reinforces the Ghent logic due to its 
union-led development at the same time as it introduces a more consumerist understand-
ing of the income protection system for the unemployed. Table 2 provides some key fea-
tures of the complementary income insurance schemes provided by the unions as well as 
the coverage figures of this third pillar for different union collectives as of 2017. For an 
extensive overview of all existing complementary income insurance schemes provided 
by unions as of 2017, see Lindellee (2018). 

Table 2  Key features and coverage of complementary income insurance schemes provided by 
unions in Sweden, 2017

Union 
collectives

Year of 
introduction 

Qualification 
period

Benefits included 
in membership 

Coverage* 
(among union 
members belonging 
to active workforce)

SACO 2003–2016 12–18 months 120–150 days, ceilings** 
between SEK 50,000 and 
100,000

97%

TCO 2005–2010 12 months 100–200 days, ceilings 
between SEK 60,000 and 
100,000

99%

LO 2007–2011 12 months 100–200 days, generally no 
ceiling, except one union 
SEK 35,000

67%

Source: Lindellee (2018, Chapter 5)

Note: *The coverage is here calculated in relation to union members belonging to the active workforce, excluding, 
for instance, retirees and students. As complementary income insurance scheme is not available for this population, 
the precise coverage of the schemes is calculated only in relation to the members belonging to the active work-
force. The figures for 2017 represent from my own calculation of available information from all unions providing 
complementary income insurance benefits as well as communications with the secretariats of SACO, TCO and LO. 
In 2017, 5.3 million individuals were in the active labor force according to Labor Force Surveys by Statistics Sweden. 
** Benefit ceiling for an insurable monthly income.

The major expansion of the complementary income insurance market in terms of cov-
erage has been driven by initiatives of labor unions in the form of group insurance 
schemes, which is why the contractual relationship between insurance companies and 
individual workers to a great extent is mediated by unions. Starting in the early 2000s, 
unions organizing professionals with university degrees (affiliated with SACO6), soon 
followed by unions for white-collar workers (TCO7), started introducing group-based 
income insurance for their members, either in cooperation with insurance companies 
or by launching their own mutual insurance companies. The blue-collar unions (LO8) 
caught up with this trend starting in the late 2000s. Most of them have their comple-
mentary income insurance scheme included in their membership package, which means 
that individual members do not have to sign a separate contract with insurance provid-
ers once they become union members. Many, but not all, additionally provide voluntary 
schemes individual members may choose to purchase, which guarantees complementary 



 Nordic journal of working life studies Volume 11  ❚  Number 3  ❚  September 2021 11510 Transformation of the Ghent System in Sweden Jayeon Lindellee

The development of this third pillar is shaping the new terrain of the Swedish 
unemployment benefit provision system today, as it reinforces the Ghent logic due to its 
union-led development at the same time as it introduces a more consumerist understand-
ing of the income protection system for the unemployed. Table 2 provides some key fea-
tures of the complementary income insurance schemes provided by the unions as well as 
the coverage figures of this third pillar for different union collectives as of 2017. For an 
extensive overview of all existing complementary income insurance schemes provided 
by unions as of 2017, see Lindellee (2018). 

Table 2  Key features and coverage of complementary income insurance schemes provided by 
unions in Sweden, 2017

Union 
collectives

Year of 
introduction 

Qualification 
period

Benefits included 
in membership 

Coverage* 
(among union 
members belonging 
to active workforce)

SACO 2003–2016 12–18 months 120–150 days, ceilings** 
between SEK 50,000 and 
100,000

97%

TCO 2005–2010 12 months 100–200 days, ceilings 
between SEK 60,000 and 
100,000

99%

LO 2007–2011 12 months 100–200 days, generally no 
ceiling, except one union 
SEK 35,000

67%

Source: Lindellee (2018, Chapter 5)

Note: *The coverage is here calculated in relation to union members belonging to the active workforce, excluding, 
for instance, retirees and students. As complementary income insurance scheme is not available for this population, 
the precise coverage of the schemes is calculated only in relation to the members belonging to the active work-
force. The figures for 2017 represent from my own calculation of available information from all unions providing 
complementary income insurance benefits as well as communications with the secretariats of SACO, TCO and LO. 
In 2017, 5.3 million individuals were in the active labor force according to Labor Force Surveys by Statistics Sweden. 
** Benefit ceiling for an insurable monthly income.

The major expansion of the complementary income insurance market in terms of cov-
erage has been driven by initiatives of labor unions in the form of group insurance 
schemes, which is why the contractual relationship between insurance companies and 
individual workers to a great extent is mediated by unions. Starting in the early 2000s, 
unions organizing professionals with university degrees (affiliated with SACO6), soon 
followed by unions for white-collar workers (TCO7), started introducing group-based 
income insurance for their members, either in cooperation with insurance companies 
or by launching their own mutual insurance companies. The blue-collar unions (LO8) 
caught up with this trend starting in the late 2000s. Most of them have their comple-
mentary income insurance scheme included in their membership package, which means 
that individual members do not have to sign a separate contract with insurance provid-
ers once they become union members. Many, but not all, additionally provide voluntary 
schemes individual members may choose to purchase, which guarantees complementary 

 Nordic journal of working life studies 11

benefit payments for longer periods or a higher level of income for which to receive 
compensation.

In 2004, merely eight unions had premiums for their complementary income insur-
ance included in their membership fees. The figure increased to 32 already in 2009 
(Lindquist & Wadensjö 2011, p. 43) and to 35 as of 2017. In 2017 an estimation of 
2.4 million people in Sweden were covered by union membership-based complemen-
tary income insurance schemes, corresponding to roughly half the entire population in 
the active labor force (Lindellee 2018). The rapid expansion of this third pillar of the 
unemployment benefit provision system has to some extent taken place below the radar 
of the wider public, which is why there has not been much public debate on this extra 
layer of the Swedish unemployment protection system (Andrén 2015, pp. 58–59). There 
is no government intervention in relation to these schemes other than that the law on 
unemployment insurance benefits regulates the maximum level of income replacement 
rate (SFS 1997:238, 26§). Moreover, the complementary income insurance benefits are 
not subject to taxation (SOU 2015:21, p. 787).

Despite that individual unions have introduced complementary income insurance 
schemes at different time points and in collaboration with different insurance compa-
nies, the similarities among the schemes are striking. Some common features include 
that the qualification period that is minimum 12 months and that all of the complemen-
tary income insurance schemes provided by the unions require that beneficiaries receive 
the maximum level of the earnings-related benefits from the public unemployment 
insurance program. Yet, there is certainly some variation across different unions. For 
instance, when it comes to benefit period, this varies between 100 to 200 days. Mem-
bers of the Swedish Union of Journalists (Journalistförbundet) may, for instance, receive 
the complementary income insurance benefits up to 100 days, whereas members of the 
 Swedish Association of Health Professionals (Vårdförbundet) may receive the benefits 
up to 200 days. Additionally, many of them provide supplementary insurance schemes 
for an additional premium, which guarantees a longer benefit period. For instance, by 
being a member of the Union of Civil Servants (Fackförbundet ST), one may receive the 
complementary income insurance benefits for the first 150 days, with the possibility of 
signing up for a supplementary insurance scheme guaranteeing 150 additional days for 
an extra monthly premium. This means that regardless of whether or not one’s previ-
ous income exceeds the ceiling in the public unemployment insurance, one may receive 
full income compensation (80% of previous income). The level of maximum income 
that may be compensated for varies among the unions as well. The maximum level of 
insured income varies between SEK 35,000 and SEK 100,000 per month.9 Similar to the 
supplementary schemes guaranteeing a longer benefit period, there are supplementary 
schemes guaranteeing a higher level of maximum monthly income to be compensated 
for, for example in the case of the Union of Insurance Employees (FTF). For a monthly 
premium of SEK 82, their members can sign up for a supplementary scheme guaran-
teeing a higher level of income to be compensated – up to SEK 100,000 – compared 
to their complementary income insurance scheme included in the union membership, 
which offers coverage up to a monthly income of SEK 80,000.

Many unions today actively promote their complementary income insurance, 
and it is often listed first among the benefits of being a member. Unionen, the largest 
white- collar union in Sweden (640,000 members) in the private sector that has greatly 
expanded its membership base during the last ten years, stands out in its marketing 
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strategy in membership recruitment practices involving advertising its complementary 
income insurance. The following text is from an advertisement in the form of a poster 
attached to a local bus in the city of Malmö:

You have insured your car properly. How about your income? Become a member 
of Unionen and our income insurance is included. With that you get up to 80% of 
your income for 150 days between jobs. If you are only a member of a public unem-
ployment insurance fund, then you get a maximum of around SEK 11,000 per month 
after tax.

Similar to the TCO unions, virtually all SACO unions have introduced complemen-
tary income insurance schemes as part of their membership package, starting as early 
as in 2003. Only the unions organizing military officers, reserve officers and maritime 
officers do not provide income insurance as a part of membership. Considering that the 
unemployment rate among workers with university degrees is generally low, one could 
question the extent of the establishment of complementary income insurance among the 
SACO members. On the other hand, as the average income level among highly educated 
workers is higher, the continuously declining effective income replacement rate in the 
public unemployment insurance program does provide great incentives for the SACO 
unions to offer their members the possibility of additional income protection. As an 
illustration, the following text from the SACO website appeals to their members with 
higher managerial positions concerning their potential need for complementary income 
insurance.

Do you believe that you get 80% of your salary from the public unemployment insurance 
if you become unemployed? If so, you’re probably wrong. The majority of university grad-
uates get much less than that. Even if the ceiling in the public unemployment insurance 
were to be raised, there are many graduates who don’t get 80% of their salary when they 
become unemployed […] The higher your income, the more you have to lose. Especially 
for those of our members who are managers with a high income.

Being a latecomer in the provision of complementary income insurance, it is among LO 
member unions where we find the lowest coverage of this third pillar at around 67% 
(Lindellee 2018). Similar to the occupational pillar, the development of this private pillar 
indicates that additional collective risk protection is the most developed for those facing 
the least risk (i.e., unions for white-collar and professional workers with higher educa-
tional backgrounds). While some of the TCO and SACO unions saw the opportunity to 
boost their membership recruitment through this new entitlement based exclusively on 
union membership,10 some others, especially among the blue-collar unions, considered 
this development undesirable, as they ideologically opposed the idea of state-subsidized 
public unemployment benefits turning into a basic protection at a low level while leaving 
room for complementary benefits through private initiatives (Davidsson 2014).

In contrast to TCO and SACO unions, only one union (The Commercial Employees’  
Union (Handels)) provides the option of supplementary insurance guaranteeing a longer 
benefit period for an extra premium. Handels is also the only LO union whose comple-
mentary income insurance has a benefit ceiling for an insurable monthly income at SEK 
35,000. The others have no ceiling and this is presumably because the average wage 
level among the potential unemployed members is sufficiently low and hence there is 
no need for setting an explicit ceiling. The views of some LO unions with regard to this 
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new pillar of complementary income insurance are rather ambivalent up until today. 
They took the role of complementary benefit provision reluctantly, as many of the LO 
unions initially ideologically opposed introducing such complementary income insur-
ance schemes as previously mentioned. They argue that the public unemployment insur-
ance should improve in terms of coverage and income compensation to the extent that 
complementary benefits would not be needed at all (Gunnarsson 2010; Junttila 2006).

The major role of the unions in creating the third pillar of Swedish unemployment 
benefit provision reflects how the unions’ strategy in the governance of the unemploy-
ment benefit system has turned into a more complex and multi-faceted one. On the one 
hand, they continuously defend the Ghent system and push for more generous benefit 
provision and better coverage. With the Social Democratic government restored in office 
in 2014 after eight years of the center-right Alliance coalition government, there has cer-
tainly been a series of changes raising the benefit level and increasing access to benefits 
(Promemoria 2014; Prop. 2014/15:99), which the unions have been the strong propo-
nents of. On the other hand, the development of union-mediated complementary income 
insurance schemes covering half the working population today reflects that the unions 
have taken an alternative route to retain the legitimacy of the Ghent system. 

One could discuss if the emergence and establishment of the third pillar can be 
understood as ‘layering’, in that a new institutional element is grafted onto the old 
ones (Thelen & Mahoney 2010, p. 17). In this scenario, Hacker (2004)’s conceptual-
ization of a collective actor facing few veto players, yet a high barrier for influencing 
a given policy, can aptly describe the position of unions that increasingly found them-
selves unsuccessful to exert influence over the first pillar. However, this interpretation 
would require further analysis of the motives and ideas held by the unions as well 
as the decision-making process leading up to the introduction of the complementary 
income insurance schemes by the unions, for instance by means of more archival 
work and interview studies.

Conclusion: Reinforced union involvement and  
its distributive implications

The Ghent system and the Ghent effect arguably functioned as institutional resources 
for the trade union mobilization during the 20th century in Swedish welfare state. The 
recent development concerning the establishment of the complementary benefits for the 
unemployed highlighted in this paper illustrates the resilience of that institutional basis, 
in terms of the unions’ continued role in shaping the path to multi-pillarized unemploy-
ment benefit provision system. 

The Swedish labor unions have certainly kept their seat at the negotiation table 
for the various corporative structures for the provision of unemployment benefits in 
Sweden. They are practically involved in all three pillars: with their insurance funds in 
the case of the public pillar, with their bilateral collective agreements with employers’ 
organizations in the case of the occupational pillar and, lastly, with their membership-
based complementary income insurance schemes for the private pillar. The Swedish 
unions’ interest and strategies concerning the governance of the unemployment benefit 
provision system have thus evolved in tandem with shifting economic and labor market 
policy contexts. While they gradually lost influence in shaping the public unemployment 
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insurance scheme, they at the same time reinvented their role as a direct provider of the 
complementary unemployment benefits, rendering the weakening public unemployment 
insurance program more resilient to reform pressures. 

In the place of conclusion, I focus on teasing out the distributive implications of this 
development. The unions’ involvement in the governance of unemployment benefit pro-
vision today occurs against the background of different union organization trajectories 
as well as changing power balances between the union collectives, where the dominant 
power of the blue-collar unions has weakened as the white-collar unions have gained 
more influence and increased their membership base (Ibsen & Thelen 2017, p. 414). 
Accordingly, the winner of this development seems to be the unions organizing white-
collar workers and professionals with university degrees, as they have achieved a com-
prehensive coverage of the complementary income insurance schemes in their respective 
union collectives. Allegedly, this has also contributed positively to membership develop-
ment as well. The blue-collar unions, however, have only been reluctant followers in this 
development and their membership loss since the reforms under the Alliance govern-
ment has only partially recovered thus far.

The continued yet changing union involvement in the Swedish unemployment ben-
efit provision system thus has double implications from a distributive point of view. On 
the one hand, the active role of unions as a collective intermediary between the insur-
ance market and individuals means that the extent of risk privatization is moderated. 
On the other hand, the pronounced class-segregated aspect in the union organization 
in Sweden (Kjellberg 2017, pp. 248–249) means that the union-led development of the 
complementary pillars for unemployment benefit provision reinforces the differences 
in risk protection between different occupational groups and sectors, which was an 
apparent problem already from the initial emergence of voluntary unemployment insur-
ance funds in the late 1890s. The fact that union density decreased greatly among the 
LO organizations while that among the SACO and TCO unions did not during the last 
decade (Kjellberg 2018) also speaks in favor of a future development where the dualiza-
tion tendency of the unemployment benefit provision system may be aggravated.

One could interpret the development of the third pillar as a reflection of weakening 
union influence in shaping the public unemployment insurance program, at the same 
time as it may be seen as a renewed way of exploiting the selective advantages of union 
membership starting with the introduction of group-based complementary income 
insurance schemes; in other words, effectively capitalizing on the eroded benefit gener-
osity in the public pillar. However, this selective advantage turned out to be more ben-
eficial for some union collectives than others, and it remains to be seen in which ways 
this newly institutionalized benefit scheme exerts its own effects on the interest, prefer-
ence and strategy of the unions when it comes to their involvement in the governance 
of the Swedish unemployment benefit provision system. What is certain, however, with 
regard to the extensive institutionalization of the third pillar consisting mainly of union-
mediated group-based complementary income insurance schemes, is that which union 
one belongs to matters for what level of unemployment benefit one becomes entitled to. 
The development of the Swedish unemployment benefit provision system thus can be 
aptly described as a gradual institutional change process where previously established 
preferences of key collective actors continue to exert its effects. Yet, their main strategies 
have adapted to the changing political conditions and the distributive consequences of 
such adaptions do not stay the same. 
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more influence and increased their membership base (Ibsen & Thelen 2017, p. 414). 
Accordingly, the winner of this development seems to be the unions organizing white-
collar workers and professionals with university degrees, as they have achieved a com-
prehensive coverage of the complementary income insurance schemes in their respective 
union collectives. Allegedly, this has also contributed positively to membership develop-
ment as well. The blue-collar unions, however, have only been reluctant followers in this 
development and their membership loss since the reforms under the Alliance govern-
ment has only partially recovered thus far.

The continued yet changing union involvement in the Swedish unemployment ben-
efit provision system thus has double implications from a distributive point of view. On 
the one hand, the active role of unions as a collective intermediary between the insur-
ance market and individuals means that the extent of risk privatization is moderated. 
On the other hand, the pronounced class-segregated aspect in the union organization 
in Sweden (Kjellberg 2017, pp. 248–249) means that the union-led development of the 
complementary pillars for unemployment benefit provision reinforces the differences 
in risk protection between different occupational groups and sectors, which was an 
apparent problem already from the initial emergence of voluntary unemployment insur-
ance funds in the late 1890s. The fact that union density decreased greatly among the 
LO organizations while that among the SACO and TCO unions did not during the last 
decade (Kjellberg 2018) also speaks in favor of a future development where the dualiza-
tion tendency of the unemployment benefit provision system may be aggravated.

One could interpret the development of the third pillar as a reflection of weakening 
union influence in shaping the public unemployment insurance program, at the same 
time as it may be seen as a renewed way of exploiting the selective advantages of union 
membership starting with the introduction of group-based complementary income 
insurance schemes; in other words, effectively capitalizing on the eroded benefit gener-
osity in the public pillar. However, this selective advantage turned out to be more ben-
eficial for some union collectives than others, and it remains to be seen in which ways 
this newly institutionalized benefit scheme exerts its own effects on the interest, prefer-
ence and strategy of the unions when it comes to their involvement in the governance 
of the Swedish unemployment benefit provision system. What is certain, however, with 
regard to the extensive institutionalization of the third pillar consisting mainly of union-
mediated group-based complementary income insurance schemes, is that which union 
one belongs to matters for what level of unemployment benefit one becomes entitled to. 
The development of the Swedish unemployment benefit provision system thus can be 
aptly described as a gradual institutional change process where previously established 
preferences of key collective actors continue to exert its effects. Yet, their main strategies 
have adapted to the changing political conditions and the distributive consequences of 
such adaptions do not stay the same. 
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Considering the theoretically claimed and empirically established role of the Ghent 
effect on unionization in the countries such as Sweden, Finland and Denmark, com-
parative studies on the changing trajectories of the Ghent systems in these contexts 
would be a promising research task to understand how the institutional embeddedness 
of the Ghent system is evolving in the face of changing unionization trends (Høgedahl 
& Kongshøj 2017). 
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accepted single term for indicating these collective agreements. For the English translation, 
I use the term Employment Transitional Agreements used by several Swedish researchers 
having published recently on the topic, such as Jansson et al. (2016, 2018).

 3  I use the term complementary income insurance, while in Swedish it is often referred to 
as inkomstförsäkring. I choose to add the word ‘complementary’ consistently in order to 
make its role clear.

 4  Utjämningsavgift in Swedish. Different authors use different English terms such as ‘balanc-
ing fee’ (Bandau 2017, p. 19) or ‘equalization fund’ (Gordon 2017. p. 13).

 5  The Alliance government abolished differentiated membership fees for unemployment 
insurance funds beginning in January 2014 (Prop., 2013/14:1: 20–21) and the fee levels 
have subsequently converged again, ranging between SEK 100 and SEK 130 in 2016.

 6  Swedish Confederation of Professional Associations (Sveriges akademikers centralorgan-
isation)

 7  Swedish Confederation of Professional Employees (Tjänstemännens centralorganisation)
 8  Swedish Trade Union Confederation (Landsorganisation)
 9 SEK 100 is equivalent to EUR 9.3
10  See, for instance, Bromander (2017) for the role of income insurance in membership 

increase among the TCO unions.


