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ABSTRACT

Earlier research has shown that the Nordic Ghent1 systems seem to be weakened. The unemploy-
ment insurances administered by the unions have experienced a decline in numbers of members, 
very similar to the drop in trade union membership. This article takes its point of departure in 
previous research into the decline in the membership densities of unemployment insurances in 
several Nordic countries. The article examines these tendencies and focuses on a new and rather 
atypical example of organizing unemployment systems in a Nordic context, namely that of the 
Faroe Islands. Based on interviews and documentation analysis, the article describes the system 
extensively and argues conclusively that the Faroese unemployment insurance system is an ex-
ample of the deeply rooted Nordic negotiation tradition, albeit in a new context in which the labor 
market parties stand united to ensure the system’s autonomy from political influence. 
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Introduction

In the Nordic labor market model, the unions play an important role. Recent research 
has shown that the position of the unions in the Nordic Ghent countries has weak-
ened (Böckerman & Uusitalo 2006, Kjellberg 2006, Lind 2007). In the Ghent coun-

tries, unemployment insurances are closely linked to unionism and have thus affected 
a high union density (Frege 2006, Kjellberg 2011). A consequence of the trend in the 
Ghent countries is that an increasing proportion of the labor force is either without eco-
nomic protection or has a very low degree of it vis-à-vis unemployment. This provides 
movements that advocate the implementation of obligatory unemployment insurance 
with arguments. Such a scenario could weaken the union’s position further since the 
traditional link between economic security and unionism would disappear (Andersson 
et al. 2006). Consequently, this would also weaken the Nordic labor market model in 
which a low degree of labor market regulation is compensated for by collective agree-
ments resulting from negotiations between the labor market representatives. In fact the 
legitimacy of such a self-regulatory system could be questioned should union member-
ship densities reach a critically low level. Another conceivable effect of the decline in 
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unemployment insurance membership is linked to the notion of de-commodification, 
i.e., the extent to which the individuals of a given society are guaranteed a reasonable 
livelihood in case they become, for example, unemployed (Esping-Andersen 1990). It is 
plausible that uninsured employees will lower their minimum demands regarding em-
ployment conditions should they become unemployed, thus undermining the general 
labor force in terms of working conditions. Finally, another imaginable consequence of 
this decline is that responsibility for the individual’s economic well-being is signed over 
to a third party. Under the Nordic welfare model, this would be the state.

The public debate on unemployment insurance systems has, however, largely  
focused on whether or not paid membership should be mandatory, and thus not so much 
on how a potential unemployment insurance system should be structured. As such,  
discussion about the future of the Nordic unemployment insurance systems has been 
rather narrow. By looking at a relatively new example of a Nordic unemployment  
benefit system (UBS), which has thus far not been described, this article seeks to  
exemplify how a mandatory UBS could arise. An interesting aspect of this system is 
that it includes the element of compulsory payment while at the same time enhancing 
the influence of the labor market parties. Thus, the labor market parties seek agreement  
and take joint responsibility for the unemployment system; as such, it is an example of 
the long-standing Nordic negotiation tradition, but in a new context. 

In contrast to the majority of the Nordic societies, the Faroe Islands chose to orga-
nize its unemployment system on the basis of obligatory membership when establishing 
it in 1992.2 Despite the system’s obligatory membership, the unions have not experi-
enced a notable decline in membership levels since it was launched. Perhaps, this has to 
do with the fact that the system is to some extent structured in accordance with the prin-
ciple of the Ghent system. Paid unemployment membership is compulsory for employees 
and employers and is raised like taxation, similar to many other European countries. At 
the same time, unemployment insurance is integrated with job centers. Finally, this is all 
administered by a board consisting of labor market representatives. As such, the Faroese 
unemployment system is unique. In light of recent developments in the other Nordic 
countries, it is interesting to see how the system is structured, as well as to what extent 
the labor market representatives actually have any influence. 

Objectives and research questions 

The aim of this article is to shed light on the relatively new Nordic UBS used in the Faroe 
Islands. This will be done by focusing on the system’s origin, structure, importance, 
strengths, and weaknesses. In relation to this, two main questions are posed, the first of 
which deals with the issue of how decisions are made and negotiated, while the second 
concerns the extent to which political influence is visible within the system. Empirically, 
the article draws on interviews with respondents who are directly or indirectly involved 
in the development and/or administration of the Faroese unemployment system. In ad-
dition to this, the findings presented in the article are based upon the analysis of various 
documents describing the unemployment system, as well as upon prior research. 

The article is structured as follows. First, a brief overview of the method of data 
collection and analysis is given. After this, the article is contextualized by giving a short 
introduction to the Nordic setting, followed by a short presentation of some relevant 
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facts regarding unemployment on the Faroe Islands. Finally, empirical analysis is pre-
sented, followed by a concluding section. 

Methods and materials

The findings presented in this article are based upon 10 qualitative expert interviews 
documented during the summer and early autumn of 2011. In addition to this, the find-
ings are also supported upon the documentation analysis of policy documents, reports, 
and legislative documents dealing with the Faroese UBS. In order to bring breadth to the 
responses, the selection of respondents is based upon the principle of achieving an even 
level of representation among the different parties involved in both decision-making 
and the implementation of decisions. This resulted in a selection consisting of board 
members, administrative staff, and politicians. The interviews with the politicians were 
conducted partly in order to fill in data regarding the origin of the system, but also to see 
to what extent they felt they were exerting any influence on the direction of the board’s 
decisions. As regards the interviews with the board members, these were conducted in 
order to understand how the decision-making process functions within the board and to 
understand how the board members view their own role. The aim was to obtain an even 
level of representation between employees or trade union representatives, on the one 
hand, and the employers’ association, on the other. In this selection, I have also made 
sure that both the public and private sectors are represented. Some of the respondents 
were pioneers when the system was established and were thus able to supply information 
about its origin. Others were relatively new in their positions. In order to understand 
how decisions are implemented by the administration and board, some interviews were 
conducted with administrative staff. These were also meant to provide an understanding 
of how the integration of unemployment insurance payments and job centers works. 

A Nordic outlook

Today, most welfare states have some sort of unemployment insurance or benefits system.3 
The first of its kind was established in 1892 in the United Kingdom and financed purely by 
membership fees. Although a typical way of structuring the original unemployment funds, 
this changed in 1901 when the first publicly subsidized, but still union-administered,  
unemployment fund was introduced in the town of Ghent in Belgium (Holmlund 1998). 
The Ghent system, as a means of organizing and financing unemployment funds, then 
spread to other European countries, albeit in most cases for a very limited period of time. 
After World War II, compulsory unemployment insurance replaced the former Ghent  
system in most countries (Clasen & Viebrock 2008, Holmlund 1998). 

In the Nordic context, however, the Ghent system has survived. At least, that is the 
case for Sweden, Denmark, Finland, and Iceland. Historically, the Nordic Ghent sys-
tem is closely linked to unionism and, traditionally, unions have held, and still hold, a  
firm position in the Nordic labor market. The close connection with unions means that 
the unemployment insurances of the Ghent system have been sector-specific, i.e., mem-
bers of a union have often been members of the same or equivalent unemployment 
insurances, thus reflecting labor market segregation. The outcome of this is that the 
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social segregation that exists within, for example, the Swedish trade union system has 
also been reflected within the Ghent system, resulting in divergent fund contributions 
depending on which funds employees belong to (Kjellberg 2009:1). Another effect of the 
Ghent system is that the unemployment insurance structure has grown from underneath 
and up from small-scale insurance to more of a general, but voluntary, welfare insurance 
system at its peak. This is in contrast to how other welfare institutions are structured; in 
fact, much earlier research has linked the unions’ high membership rates to the union-
administered unemployment insurances of the Ghent system (Lind 2007, Scruggs 2002). 
However, recent research has also shown that the Ghent system seems to be under pres-
sure. In parallel with the decline in union membership, the unemployment insurance 
funds have also experienced a drop in membership. In the Swedish case, this trend of 
giving up unemployment insurance is so prevalent that it has been categorized as a mass 
exodus (Kjellberg 2009:2). A similar situation is reported from Finland by Böckerman 
and Uusitalo (2006). Perhaps the most alarming news about the decline in unemploy-
ment insurance membership is that it is not borne equally by all the groups on the labor 
market, meaning that some groups have given up their insurance at a higher rate than 
others; unfortunately, these are the groups largely running a higher than average risk of 
becoming unemployed (Kjellberg 2010a,b). 

This trend is not, however, an isolated problem for the Ghent countries. In a com-
parative outlook, covering 20 European countries, on the issue of social partners and the 
social security systems of Europe, the authors find a clear shift in how unemployment 
benefit is viewed from “protection to activation,” as they conclude. They also note that 
the role of the social partners has weakened in the majority of the investigated countries 
(Schaapman & van het Kaar 2007). 

Indeed, in a report presented by the Confederation of Swedish Enterprise, there are 
calls for a market-adapted alternative to the state-regulated insurance funds that exist 
today. In fact, one of the concluding questions posed in the report is whether or not the 
state-regulated system has suppressed potential market-based initiatives. Not surprisingly, 
perhaps, the report concludes that, in order to arouse interest among insurance compa-
nies, regulation of this sector will have to be limited to the bare minimum. In addition, the 
insurance companies will, of course, need to seek ways of avoiding insuring the “high-risk 
groups,” concludes the report (The Confederation of Swedish Enterprise 2011).

When confronted with the increasing number of employees that have given up their 
unemployment insurance, one of the formal explanations often given by both the former 
Danish government and the present Swedish one is that individuals do so of their own 
free will. Even when attention is called to the fact that the decline is closely linked to 
different structural changes implemented by means of political influence being brought 
to bear, politicians claim that the changes have indeed been made in order to enhance 
the individual’s freedom to choose. 

Unemployment on the Faroe Islands 

The first time a potential unemployment insurance was discussed on the Faroe Islands 
was in 1918. At that time, it was suggested as a system for unemployed fishermen.  
In the 1920s and 1930s, too, there were discussions regarding the need for economic 
security during unemployment; yet this did not result in any concrete action (The Nordic 
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Council of Ministers 2011). One problem with the unemployment statistics on the Faroe 
Islands is that the unemployment figures were not registered systematically before the 
establishment of the UBS in 1992 (Statistics Faroe Islands 2012). Thus, it has not been 
possible to create any long-term analysis of the unemployment levels. One can assume, 
however, that the unemployment levels probably have not been so high since the unem-
ployment system was not established until during the 1990s. 

In reported numbers, available from Statistics Faroe Islands, it can be seen that 
unemployment rates have gradually been dropping, from 12.9% in 1995 to 1.3% in 
2008. Recently, however, the trend seems to have changed, with the average number of 
unemployed during 2011 being 6.8% (Statistics Faroe Islands 2012).

The majority of the female labor force work in the social and service sectors, while 
men mainly work in production, e.g., the fishing and construction industries (Mýri 
2011). Even though female participation in the labor market is relatively high, at 81.4%, 
compared with the male employment rate, at 85.3% (Statistics Faroe Islands 2011), 
statistics show that more than 60% of the female labor force work part-time as opposed 
to 19% of the men (Munch Haagensen 2011). 

It is important, in this connection, to be aware of the fact that, since the part-time 
unemployed are not included as potential recipients of benefits, they are neither regis-
tered nor included in the unemployment statistics. Hence, the extent of part-time unem-
ployment on the Faroe Islands is simply a matter of speculation. 

How the system works

The Faroese UBS has multiple tasks. One of these is to share out and decide on payments. 
Another is to assign jobs and the third is to upgrade the labor force. The unemployment 

Table 1 Fluctuations in the unemployment levels between the launch of the UBS and 2011.

Source: Arge (2011) 
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system’s decision-making body is a board. This board consists of seven members appoint-
ed by the Minister of Labor Market Affairs following nomination by the labor market 
parties. The employees and employers are represented by three members, each elected for 
a 4-year period. The seventh member is the chairman, appointed by the Minister of Labor 
Market Affairs, who takes on the role of mediator should the parties encounter difficulties 
reaching a consensus when making decisions. The constitution of the board is regulated by 
law, as are the privileges and obligations applied to it (Parliamentary law 113:1997). 

The board is tasked with the administrative and financial responsibility for the UBS. 
This includes the job center unit, as it is integrated into the system. It is also the board 
that decides on and employs the director of the job center unit. Even though the system 
has multiple tasks, the board has delegated most of the administration and control of 
the job center unit to an administrative office. This, as well as any administration of un-
employment payments, is entrusted to a division within the job center unit. The board 
decides on the levels of unemployment payments, albeit within a given framework. The 
board is also entrusted with determining the budget of the job center unit. Thus, one 
could say that the system also finances costs, at least to some extent, as well as decid-
ing on the direction of the country’s active labor market policy. In the original work 
proposal handed over to the parliament by the committee in 1992, the system was to be 
structured as a voluntary insurance scheme for the employees; it would thus only be the 
employers that had to pay for the obligatory part of the system (ALS 2003). 

The system’s finances are based upon an obligatory tax drawn directly from the em-
ployee’s salary and in collaboration with the national taxation office. The same percent-
age is drawn from the employers for each employee on the payroll, as well as from those 
who have taken out voluntary insurance, i.e., the self-employed. At the time the inter-
views were conducted, the contribution amounted to 1% of salary. The contribution can 
never exceed 2.5% without parliamentary approval since this would require changing 

Table 2  The percentage level of unemployment  
contributions and benefits used in the UBS 
during the period 1993–2012.

Period Percentage

2012-01-01–present 1.25

2004-07-01–2011-12-31 1.00

2003-09-01–2004-06-30 0.75

2003-01-01–2003-08-31 0.50

2001-04-01–2002-12-31 1.25

2000-07-01 –2001-01-31 1.50

2000-01-01–2000-06-30 1.75

1999-01-01–1999-12-31 2.00

1998-01-01–1998-12-31 2.25

1997-07-01–1997-12-31 2.50

1993-04-01–1997-06-03 2.75

Source: ALS 1
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the law governing the UBS (Parliamentary law 113:1997). The benefit is based upon 
the individual’s income at the time of becoming unemployed, and retroactively for 12 
months. The maximum monthly benefit is 80% of income up to a maximum of DKK 
20,000 per month for a period of 253 days. Once this period has expired, the benefit is 
lowered to a maximum of DKK 18,750 per month. There is also a limit to the period 
during which you can receive unemployment benefit, which is 648 days spread over a 
period of 3 years. After this, the benefit is withdrawn for 24 months (ALS: 2). 

The board has been given the mandate to freely regulate payment levels, albeit 
within a given framework. In 2009, however, parliament decided that the board needed 
to obtain approval of decisions regarding payment levels by means of a parliamentary 
majority (Parliamentary law 113:2009). Thus far, however, the political system has 
never gone against changes proposed by the board. 

Findings

The emergence of the Faroese unemployment system

The description of how the Faroese unemployment system has evolved takes its point of 
departure in the greatest economic crisis the country has ever experienced. The distress-
ing situation in the early 1990s required collaboration between the labor market parties. 
The tendencies were clear; an economic crisis was on its way and with it, consequently, 
rising unemployment. The Minister of Labor Market Affairs appointed a committee, 
consisting of labor market representatives, to draft a proposal for an unemployment 
system. Not surprisingly, the committee presented a proposal in which the labor market 
representatives would control the unemployment system but in which the payments en-
tering the system would be in the form of a mandatory tax. To a large extent, this initial 
structure has remained intact. 

“It was a real turbulent beginning because of the economic storm. […] and from a  
constitutional perspective the Unemployment Insurance System actually is a bastard.” 

During the committee’s initial phase, there were discussions about whether the unem-
ployment system was to be voluntary or not. However, since the risk of unemployment 
was unevenly distributed between the employees on the labor market, the committee 
concluded that voluntary insurance would weaken the system since those at low risk 
of becoming unemployed would choose to stay outside it. One of the respondents de-
scribed this as historical, but emphasized at the same time that this compromise worn a 
lot on the committee members. Thus, the final suggestion was for obligatory unemploy-
ment insurance integrated with job centers and administered and controlled by a board 
with representatives from both sides of the labor market. The interviews also showed 
that the union membership density had remained around 80–90% and that no signifi-
cant decline was reported after the implementation of the UBS. There is also a relatively 
high degree of union density, about 50 registered, meaning that it is easier to maintain a 
close relationship with the members.4

Initially, the system was heavily criticized in the public debate and, to some extent, 
even by politicians. The respondents said that there was a rather widespread mindset 
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among the public that was based on a sense of humiliation over being unable to support 
themselves. Thus, having a system in which you would get paid for doing nothing was 
not entirely acceptable. 

“The general notion was that this [the unemployment system, author’s remark] was not 
necessary. The fact that you would have a system where people would get paid to do noth-
ing was considered rather strange.” 

The respondents, who were active in 1992 when the system was launched, stated that, 
even though there were voices advocating an unemployment system as such, the general 
view was that it was unnecessary. In addition to the reasons referred to in the citation 
above, opposing opinions were also based upon public dissatisfaction with the fall in 
general welfare levels that had been one of many consequences of the economic crisis. 
Obligatory unemployment benefits would mean additional taxation; initially, the level 
of payment, 2.75%, into the unemployment system was considered rather high. Conclu-
sively, the initial phase was described in terms of resistance and, perhaps, in terms of be-
ing a contributory factor to why the politicians had chosen to delegate the responsibility 
to the labor market parties. 

In March 1992, the first payments entered the system, and in August of the same 
year, the first unemployment benefits were paid out. Due to the large rate of unem-
ployment, the fund had difficulties raising enough money to make its initial payments. 
Some of the respondents mentioned the lack of commitment on the part of the politi-
cians who, after the establishment of the unemployment system, more or less turned 
their backs. 

“[…] as soon as the system initiated the politicians laid their heads on a pillow: Fine, now 
the labor market parties will solve this matter.”

Due to the lack of a financial buffer, the initial phase was characterized by insufficient 
capital to meet unemployment payments. Over time, however, this shortfall has turned 
into a financial surplus, and around the time when the interviews were being conducted, 
the fund had roughly DKK 600 m in its coffers. 

The necessity for a public unemployment system 

The Faroese UBS being obligatory, instead of voluntary, as is the case in many neighbor-
ing Nordic countries, can be seen as rather odd. Arguments concerning the necessity 
for compulsoriness, in terms of payments, include a voluntary system being both more 
expensive and weak due to membership catchment being limited to groups at high risk 
of becoming unemployed. 

However, the point has also been made that the unemployment system stabilizes 
the economy on multiple levels. Firstly on a national level, as the economy is not so 
easily affected by fluctuations. The system ensures that the “wheels keep on turning,” 
as one of the respondents expressed it. Secondly, the system stabilizes the individual’s 
personal finances, enabling him/her to maintain a somewhat stable position even when 
unemployed. This provides a sense of reassurance on the individual level, but it also 
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safeguards the individual’s financial credibility vis-à-vis institutions, i.e., banks, etc. 
Finally, in the respondent’s perspective, the system makes it more probable that the 
labor force will remain in the country and, hence, available for the labor market when 
needed. Whenever this argument is put forward, the respondents are often reminded 
of the consequences of the economic crisis of 1992 when the country experienced mass 
emigration.

“Many fled the country because of the economic crisis and this is something still visible  
today in the population-loss from a specific period. It’s not enough to have financial 
growth, you also need population growth.” 

Thus, the system provides the labor market with a kind of labor force reserve, and in 
order to encourage that labor force to remain, during less prosperous times too, unem-
ployment benefits function both as a financial motivation factor and as a financial safety 
net. The respondents are of the view that a security system like this will ensure that the 
labor force is more easily obligated to ride out the storm, so to speak, and, in that sense, 
the system will stabilize emigration levels. 

Without political influence … or interference

Another positive aspect of how the system that the respondents refer to works is the 
system’s simplicity and flexibility, which facilitate decision-making. The fact that the 
Arbeiðsloysisskipanin (The Faroese unemployment system, ALS) is a public unemploy-
ment system which, in spite of that, lacks any direct political influence is mostly viewed 
as strength; however, from time to time, the weaknesses of this kind of structure are also 
noted. 

“But no, the politicians are not alert. They [the politicians, author’s remark] are content 
as long as they don’t hear anything. But you know how it is: the weakest groups cannot 
stand up for themselves; they aren’t fit for fight because they are fully occupied with 
survival.” 

In this connection, some board members also emphasize the importance of adopting a 
solidarity-based style of thinking, and not just seeing the interests of the members they 
represent.

The system’s independence from the national economic plan is seen as both strength 
and a necessity. The lack of any political influence strengthens the system in the sense 
that the fund’s financial resources are not affected by variations in the political land-
scape, thus allowing the board to make long-term plans and investments. The necessity 
of having the system in its present structure relates to the concerns the board members 
express as regards what would happen to the fund’s financial availability if it were to be 
controlled by politicians. The board members suspect that an imbalance in the benefit 
levels paid to the unemployed and a drained financial buffer would be a conceivable 
scenario. In their view, a conceivable consequence of having the unemployment system 
under political administration would be the jeopardizing of the financial stability of the 
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individual in particular, and of the system in general. Suspicions like these are based 
upon previous experience: 

“Especially in prosperous times of [financial, author’s remark] growth, there was a per-
sistent badger from the politicians that unemployment insurance should finance different 
areas such as education etc. There have been lots of fights.” 

And, according to the respondents, there have been several so-called self-invites on the 
part of politicians to use the fund’s considerable financial resources for various societal 
useful projects. But one point of concern mentioned is that somewhere along the line, 
overall national labor market policy has vanished. Parallel to, or perhaps as a conse-
quence of, the fact that the labor market representatives have assumed the responsibility 
for the most pressing labor market matters, other issues, e.g., the long-term analysis 
of future labor market needs and the strategies for meeting these needs, have been ne-
glected, in their view, by the politicians. This critique is made at the same time as the 
board members, in particular, are eager to point out the advantages of a system that is 
free from political influence. 

“[…] the board members will not support a suggestion that could result in a decline in 
their own membership numbers. And as such, you may have a point in that shouldn’t you 
have some, at least advisory organ… but the strange thing about the board is that every 
time some political interference has been suggested, the parties get together and say: Hell 
no, it’s one thing that we don’t agree but those villains are not to get access.” 

Thus, the interviews also indicate that long-term labor market investment having been 
neglected is, in fact, connected with the way in which the system is constituted. The 
discussion about who should have the responsibility for overall labor market affairs 
becomes somewhat unclear.

Even though the unemployment system is funded via taxation, a rather obvious sense 
of ownership of it is visible among the board members. This may partly stem from the fact 
that the labor market representatives have been involved in working on the system from 
the establishment phase onward; however, most of these have now been replaced. Another 
argument for the labor market parties having sovereignty over deciding about the fund’s 
assets is the simple fact that it is the labor market parties that finance the system: 

“We [the board members, author’s remark] have seen eye-to-eye about the fact that the un-
employment insurance should not be in the national economic plan. And it’s a reasonable 
demand since it’s the labor market parties that pay every penny into the system.” 

Another result of the structure of the board is that decisions are made in a spirit of con-
sensus, in turn linking the labor market parties more closely together. According to the 
interviews, this has strengthened both the ties and the cooperation between the labor 
market parties, even though they disagree on a lot of matters: 

“[…] you compromise and what you get is rarely ideal but perhaps it’s good enough. It’s 
not logic, science, or even what’s always the best—it’s what you’ve succeeded in agreeing 
upon. That’s perhaps the flipside of the coin.” 
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Consequently, you cannot expect to agree upon everything; you have to negotiate and be 
satisfied with the result. Another strength of the system is its simple structure, which also 
makes things easier when decisions are to be taken. The board members’ general view is 
that, if decisions were to be made through a political procedure, this would be a much 
more time-consuming procedure that would delay the executive process. 

Exposed or simply lazy?

“In the Faroe Islands, we have one system—a simple system that actually works equally 
for all.” 

As stated above, the simplicity of the system guarantees that all are treated equally. 
But when discussing this matter further, it is, in fact, the lack of variation or of any 
special conditions and considerations within the system that results in some individuals 
or groups experiencing difficulties. Since both work and personal conditions vary exten-
sively between employees, this lack of differentiation becomes a problem for those who 
do not match the norm, so to speak. While administering a simple system may indeed be 
uncomplicated, this simplicity may instead act as a threshold that is impossible for those 
not matching the norm to cross. 

Defining unemployment is also problematic. As the system works today, you have 
to have been given notice before getting any benefits. This is complicated both for those 
who are self-employed and for those who are partly unemployed, or who are seasonally 
unemployed or who only have part-time employment. The fact that it is not possible to 
register as part-time unemployed also affects some groups more than others. 

“It’s only women who encounter this misfortune […] and its discrimination against women.” 

As the system works today, it is not possible to be part-time unemployed; effectively, you 
cannot receive part-time unemployment benefit. The reason for this rule is largely to be 
found in the fact that more than 50% of the female workforce has part-time employ-
ment; thus, according to the respondents, a system offering part-time unemployment 
benefit would be impossible to administer. 

“[…] the problem is that you’ll have some who abuse this. Then somebody might say: 
Why should I work full-time when I can work part-time and get the other half from the 
ALS? Not that you should be suspicious of people, but it’s an underlying part of this type 
of welfare system that it will always be exposed to a certain amount of abuse, people are 
creative.” 

Hence, changing the system to make it possible to be part-time unemployed would make 
it easy for the female workforce to cheat, claiming that they were part-time unemployed 
when, in reality, they never had the aim of working full-time in the first place. This latter 
issue was expressed as a suspicion directed at the female workforce. 

Another suspicion concerns the ongoing debate and the challenge for the board 
to balance levels of unemployment benefit. At the time the interviews were conducted, 
the monthly level of benefits was 80% of income, or a maximum of DKK 20,000 per 
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month.5 However, due to indications regarding employees resigning from their jobs in 
order to live on unemployment benefits, the majority of the respondents viewed this 
level as too generous. In particular, suspicions of cheating were directed at recipients 
such as the nearly retired and the very young. In the long-term perspective, the respon-
dents saw risks that this form of voluntary unemployment could become a sanctuary 
for young recipients. Thus, the generous level of unemployment benefit meant that the 
incentive to be gainfully employed became less relevant, something that was particularly 
visible among the above-mentioned groups. 

“There are lots of big discussions that … actually are political such but that the politicians 
don’t really face up to. It’s a bit like the political system is afraid to challenge the board 
when it comes to this.” 

At the same time, the benefit levels have to be sufficient in the sense that people are 
able to maintain a reasonable standard of living while unemployed. The reasons for the 
relatively high levels of unemployment insurance benefit largely concerned the fact that 
the fund, due to a low rate of unemployment, was able to afford to make generous pay-
ments and was thus not so much a key discussion about what a reasonable level is. But 
the flipside, however, seemed to be that some employees abuse this and actively choose 
unemployment. The generous levels of unemployment benefit also give rise to suspicions 
about cheating. These suspicions were mainly based on rumors that had come to people’s 
attention and thus if and to what extent this was actually a problem was hard to define. 
Groups that were the victim of this type of suspicion were mainly youngsters on low 
pay, but those close to retirement are also mentioned as a potential group within the 
workforce which, through the ALS, has the opportunity to take early retirement: both the 
unemployed who have good financial circumstances and employees who are burnt out. 

Limitations to the assignment and the consequences of this

The interviews also implicate an ambivalent attitude to the limits of the board’s assign-
ments. Given their position as board members, several labor-market-related problems 
came to their attention. Many of these lay beyond their immediate remit. This, in com-
bination with the complexity of the issues, raised awareness of the limitations to their 
mandate in parallel with a wish for the issues to be resolved. The board’s representatives 
expressed a lot of ideas and concerns which had come to their attention and which they, 
in their position as labor market experts of a kind, saw necessary to regulate. At the 
same time, their assignment was limited to administering and further developing the 
unemployment system, not regulating labor market affairs that are, in fact, a matter for 
the government. Thus, the limit between their actual assignment and political such in 
some regards became indistinct.

But limiting the assignment also entailed some labor market matters being left to 
their own devices. One example given was the situation for the high numbers of students 
doing higher education abroad. Due to the requirement of holding employment for a 
minimum of 6 months before receiving unemployment benefits, students coming directly 
from university had a hard time safeguarding their financial stability upon returning to 
the Faroe Islands. 
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“If you think about society as a whole, the importance of getting people to return home 
when they’ve been studying, then it doesn’t make any sense. […] and if the decision had to 
be made by the government, then they’d have been very fast to change this rule in order to 
get the youngsters to return home.” 

Since the board members represent their members and consequently individuals who 
either were or have been active on the labor market, benefits for groups such as newly 
graduated students were not their primary concern. Thus, one consequence of the fact 
that the labor market parties assume the responsibility for the UBS, as well as other 
labor market issues, is the government limiting its focus on these matters. Nevertheless, 
this was seen to be of great importance to society in general, and to the individual in 
particular, and as such constitutes an example of the discrepancy between the board’s 
actual tasks and those of a general labor market policy. 

Conclusion

This study set out to describe the Faroese UBS in a Nordic retrospective. Due to the 
system’s novelty, the general focus has been on illuminating its origin, structure, and 
importance to society in general. On a specific level, the focus has been on obtaining an 
in-depth view of how decisions are made and negotiated, as well as the extent to which 
political influence is visible within the system. The data are based upon expert interviews 
with labor market representatives on the board, with administrative staff, and with poli-
ticians, as well as upon an analysis of various documents. 

The case study presented in this article shows that, in regard to its structure, the 
Faroese UBS is rather at odds with the systems seen in the neighboring Ghent countries. 
However, the system is based on the long-standing negotiation tradition and the au-
tonomy of the labor market parties, which characterize the Nordic labor market system, 
and in this sense there are convergent tendencies as well between the Faroese example 
and the Ghent system. 

Payments into the Faroese UBS are obligatory and the system is self-financed. In 
this sense, there is a major difference vis-à-vis the Nordic Ghent system. However, as 
membership of unemployment insurance schemes is falling within the Ghent system, the 
need to find new ways of developing these is becoming more immediate and often being 
accompanied by discussions about obligatory state-controlled unemployment systems. 
In this connection, attention is rarely paid to the fact that obligatory and state-adminis-
tered unemployment insurance would diminish the union’s position, leading to a further 
fall in union membership density. Indeed, previous research has focused on the fact 
that union-administered unemployment insurances also function as a recruitment base 
(Scruggs 2002). However, the findings from the Faroese case study show that unions can 
maintain their membership levels even after the implementation of a mandatory UBS—
at least as long as the unions exert some influence on how benefits are distributed. 

The findings also indicate that the liberal political view, i.e., that membership in 
unemployment insurance is a matter for the individual to decide about unemployment, 
is not represented in the Faroese case study. More exactly obligatory UBS is not dis-
cussed as a matter of if but rather how to take and coordinate the joint responsibility for 
unemployment as phenomena. In the Faroese case, unemployment is seen as something 
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constructed by and on the labor market, hence it is a matter for the labor market parties 
to confront. 

An additional conclusion is that the contradictions, between the labor market par-
ties, were not as significant as one could expect; instead, the respondents showed a 
remarkably unified line in relation to many overall viewpoints. One would think that 
this type of system would entail implicit difficulties in reaching agreement upon, and 
deciding about, issues; but my findings show that this is not entirely the case. There is 
no doubt, however, opposing opinions due to contrasting positions; yet, what unites the 
labor market parties is the strong view that politicians must stay out of their business. 

A major weakness, however, with the Faroese UBS is that part-time unemployment 
is not included. It would be naive to think that part-time unemployment does not exist 
in the Faroe Islands, as it does in the other Nordic countries. At the same time though, 
it is also difficult to confirm the extent of this problem because of the widespread occur-
rence of part-time employment among the female workforce, in combination with the 
fact that part-time unemployment is simply not registered. 

The structure of the Faroese unemployment system adds to the legitimacy of the role 
played by the labor market parties within the tri-party system. Even though the initial mo-
tives for delegating responsibility for the unemployment system, to the labor market par-
ties, rather seems to have been based upon a political inability in combination with a public 
mistrust of politicians, rather than a conscious strategy, the result has nevertheless been the 
strengthening of the labor market parties’ position and the further entrenching of their pro-
fessional relationships. The constant “threat” of political interference helps to strengthen 
the collaboration between the board members, unifying them and thus facilitating a coop-
eration that results in consensus-based decisions, even when this means compromising. 

As with any other unemployment system, the Faroese one is a product of a long and 
complex process of historical development that is impossible to describe in detail in one 
article. The Faroese unemployment system evolved during times of economic instabil-
ity and high unemployment, as was the case in the neighboring Nordic countries. The 
difference, however, in the Faroese case study lies in the fact that the need for an unem-
ployment system did not become urgent until several decades later. Therefore, the system 
was launched once the negotiation tradition between the labor market parties had been 
profoundly established; hence, the prerequisite of the labor market parties maintaining 
and administering a system was already in place. Although the labor market parties were 
often in an opposing position, they were also skilled negotiators. In addition to this, the 
political landscape was unstable, with a low degree of trust in political representation, 
something which forced the labor market parties to somehow act in unison. This has 
later developed into an approach, a body of language you might say, that is applied by 
the board members as a way of achieving consensus during the process of decision-
making, while simultaneously keeping the system free from political influence. In this 
sense, it has developed into a strategic instrument.

In the search for a new Nordic unemployment model, this article set out to focus 
attention on a different way of organizing an UBS. Quite unlike the falling membership 
levels of both the unions and of the unemployment insurance schemes administered by 
them, as seen in the other Nordic Ghent countries, the Faroese case study rather implies 
that the influence which the labor market parties have been given, through the un-
employment system, has further empowered these organizations’ positions, and maybe 
even the members they represent as well. The question is, however, for how long. 
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End notes

1  The term Ghent system is a generic one for a voluntary unemployment scheme that is ad-
ministered by a trade union even though it is partly state-subsidized. In the Nordic context, 
Sweden, Denmark, Finland, and Iceland have Ghent systems (Scruggs 2002). 

2  Prior to 1992, the Faroe Islands had no UBS at all (ALS 2003).
3  I draw a distinction between the terms unemployment benefit and unemployment insurance 

since the former entails the individual’s right to some sort of economic compensation while 
the latter pre-requires the active choice of taking out insurance. 
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4  Unfortunately these numbers have not been verified since statistics in this regard are very 
limited.

5  As a consequence of the rising number of unemployed, this level was reduced to 17,500 per 
month DKK during the first quarter of 2012. 


