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Why do we have collective agreements? 
The Swedish labour market is based on a model where trade uni-

ons and employers’ associations work together and reach agreements. 
When consensus is reached it is confirmed in collective agreements 
– this is achieved without interference from politicians. This is the 
base for what is referred to as the Swedish model. A collective agre-
ement applies to all employees at a company, both to those that are 
members of a trade union and to those that are not.

It is of great advantage to regulate the terms of employment in 
a collective agreement compared to doing it via national legisla-
tion, as the terms of employment can be adjusted to a specific sec-
tor. Employers’ associations and trade unions establish the terms of 
employment and regulations together and do not have to convince 
politicians every time there is a need for change.

It is worth noting that the regulations in collective agreements 
are minimum regulations. There is nothing to prevent you as an 
employer to agree to better terms of employment with the employees 
of your company.

What are the advantages of signing a collective agreement?
A collective agreement is a collection of rules and regulations that 

provides a basic working relationship protection for both you and 
your employees. It deals with everything, from how your employees 
benefit from a robust insurance cover to how you, as an employer, 
are guaranteed a no-strike rule during the agreement period. A no-
strike rule means that a company will not be directly impacted by 
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strikes, blockades and the like. Everyone at a workplace knows what 
is applicable by virtue of the collective agreement and it gives both 
you and your staff more time to focus on the core business.

If your company, as an employer, joins an employers’ association 
and signs a collective agreement you are able to receive negotiation 
support, updated information concerning your sector as well as 
access to interpretations of the agreement, and to legal expertise.  A 
conflict can be settled between your employers’ association and the 
applicable trade union should a dispute arise between you and one of 
your employees.  It is decidedly simpler and less costly than resorting 
to a lawyer (attorney). Furthermore, a dispute is only made public in 
the infrequent event should it end up in the Swedish Labour Court. 

Experience shows that a company that regulates its relations with 
the employees via collective agreements is seen as a more serious 
player than those companies without collective agreements. This is 
the case both concerning business relations and when recruiting new 
personnel. In the case of procurement, companies and organisations 
sometimes demand a collective agreement as a basic condition from 
suppliers.

What does a collective agreement contain?
A collective agreement regulates different areas depending on 

which business sector a company belongs to. A common feature for 
most collective agreements is that they provide the following areas of 
regulations and insurances:

• The agreement on general terms of employment. This regulates, 
for instance, forms of employment, holidays/vacations, compen-
sation when on sick leave or parental leave, leave of absence, over-
time pay, compensation for business trips and also concerning 
notice of termination of employment

• Agreements on reorganisation. As a result of this agreement your 
company as well as your employees can get help from the job secu-
rity council in the case of, for example, a cutback in production. 
This unique insurance related to the agreements on reorganisation 
is only available as a collective agreement based insurance.Which 
job security council that applies to your company depends on the 
sector in which your company operates.
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• Agreements on ITP (Supplementary Pension Plan for Salaried 
Employees in Industry) and TGL (Group Life Insurance). Employ-
ees (white-collar-workers) in your company are given a supple-
mentary pension over and above the national (state) pension as 
a result of this agreement. ITP is one of the best on the market 
and the most price worthy supplementary pension plan where 
extremely good conditions and products are negotiated with low 
premiums. Apart from the ITP, your employees are covered by the 
group life insurance (TGL), giving the family compensation in the 
event of death of an employee. 

• Insurance in the case of work injury (TFA – No-Fault Liability 
Occupational Industry Insurance). 

• The right to establish a local branch of a trade union in the work-
place. Thus the employees can influence the workplace as encom-
passed in the Employment (Co-Determination in the Workplace) 
Act. Many companies value this dialogue with the local bran-
ches of the trade unions and the opportunity to gain support 
for decisions with the elected representatives of the employees.   

In addition to these regulations there are a number of agreements 
dealing with such areas as wages, working time, work environment, 
and competence development. If you want to know more about 
those agreements applicable to your sector – please contact the nea-
rest regional office of Unionen. 

What is a local collective agreement? 
If your company is not a member of an employers’ association, 

you may sign a so-called ‘local collective agreement’ with your 
employee’s trade union organisation instead. The local collective 
agreement declares that you and the trade union agree to follow the 
collective agreements applicable to the sector in question.

A local collective agreement applies to all employees at the work-
place.
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What does it cost to sign a collective agreement?
The insurance related parts of the collective agreement – that  

replace the private insurances you might have today – mostly 
involve the following costs for you as an employer:

• TGL (Group Life Insurance): between 40 and 50 SEK per employee 
per month. 

• TFA (No-Fault Liability Occupational Industry Insurance):  
0,01% of the employee’s reported salary.

• Trygghetsråden (The job security council): 0,3% of the employee’s 
reported salary. (Trygghetsråden set a higher fee for those compa-
nies with only a local collective agreement; 0,7% of the employee’s 
reported salary.)

• ITP according to the latest ITP agreement (ITP 1): 4,5% of the 
monthly salary up to 32 562 SEK (2011) and 30% of the monthly 
salary above this sum. Premiums for disability pensions, and  
insurance for the waiver of premiums are added.

• ITP2 is more individually adjusted and depends on age, salary and 
other periods of employment an employee has.

• Membership fees to the relevant employer’s association: around 
0,2% of the employees’ pay (this can be higher or lower depending 
on which employers’ association is concerned).

How to sign a collective agreement?
The easiest route to signing a collective agreement is to start by 
sending in a membership application to The Confederation of  
Swedish Enterprise (www.svensktnaringsliv.se). The Confederation 
of Swedish Enterprise (Svenskt Näringsliv) will then guide you to the 
employer’s organisation that is appropriate for your sector. In itself, 
the collective agreement is then signed with this employer’s associa-
tion.

If you would prefer to sign a local collective agreement with Unio-
nen, then you need to contact your nearest Unionen office.

Do you want to know more about collectively agreed supplemen-
tary pensions or insurances? Read more on www.unionen.se
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Call Unionen  
0770-870 870
We can answer all your  
workrelated questions.

Olof Palmes gata 17, 105 32 Stockholm


