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The Swedish occupational pension 

scheme ITP2 can be discriminatory on 

elderly workers1 

CARIN ULANDER-WÄNMAN2D I S C U O N P A P E R S E R I E  

1  Introduction 

Demographic changes will transform the EU population structure during the 

coming decades. In the EU, life expectancy for males is predicted to increase by 

approximately eight years over the projection period, from 76.7 in 2010 to 84.6 in 

2060. Life expectancy for females is projected to increase by 6.5 years, from 82.5 in 

2010 to 89.1 in 2060.3 The change in the age structure presents an increasing 

challenge for the welfare state to finance benefits at their current levels.4 A generous 

welfare state requires a high level of labour force participation.5 If the retirement age 

is not increased in line with life expectancy the consequence will be lower pensions. 

Today, more than 80 % of the elderly in Sweden choose to retire at the age of 65 

years or earlier.6 If this pension behavior does not change, the degree of 

 
1 Funded by Marianne and Marcus Wallenberg Foundation within the Norma Elder Law Research 

Environment, Faculty of Law at Lund University. 
2 Associate professor in Law, Department of Law at Umeå University. 
3 FUTURAGE, A Road Map for European Ageing Research, October 2011, p. 7. See also Numhauser-

Henning, A. (2013) An Introduction to Elder Law and the Norma Elder Law Research Environment, p. 22–23 

and Bengtsson, T., Scott, K.. (2011) Population Aging and the Future of the Welfare State, p. 158. 

4 SOU 2015:95 Bilaga 6, p. 19‒20; Report from the parliament 2013/14 RFR8 p. 11‒12; 
European Commission The 2012 Ageing Report. Economic and budgetary projections for the 27 EU Member 

States (2010–2060), European Economy 2/2012 p. 25. 

5 Ds 2013:8 p. 24; SCB 2012:4 Statistics Sweden (SCB) Theme Report 2012:4. Theme Labour Market 
Employment in 2030 – can current dependency burden be maintained? p. 41; Sjögren Lindquist G., and 
Wadensjö, E. (2009). Arbetsmarknaden för de äldre, Institutet för social forskning, Stockholms 
universitet, Rapport till Finanspolitiska rådet 2009/7 p. 5. 
6 SOU 2013:25 p. 24. The average exit age from the labour market in Sweden is one of the highest in 

EU, Anxo, D. (2010)Towards an active and integrated life course policy: the Swedish experience, In 
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compensation in Swedish national pensions will decrease by 10 to 15 percentage 

points within 20 years, and this situation would probably severely undermine trust 

in the national pension scheme. With increasing numbers of older employees 

working longer and with more working hours, conditions for preserving and 

developing welfare will improve.7 However, a prolonged work life is based on several 

prerequisites. One such condition is that employers must be willing to employ older 

members of the labour force.8 In some cases, there can be legal regulations affecting 

employers` willingness to recruit older employees. 

In a previous study, interviews of employers showed that in some cases the 

collective agreement based pension scheme ITP2, for white-collar workers in the 

private sector, limits these employers` willingness to hire older employees.9 

Employers expressed that they had suffered disproportionately high pension 

provision costs when they had recruited older employees who had previously been 

hired by employers without collective agreements, had been self-employed without 

funding any pension provisions or had been working abroad without connection to 

a Swedish pension scheme for professionals. According to these employers, this 

previous state of affairs affects the new employer, who is liable for compensating 

unfunded pension provisions when the employee has been guaranteed a certain 

pension benefit upon retirement. All of the eight employers participating in the 

study, mentioned above, stated that they had knowledge of this problem and more 

than half of the employers stated that they had their own experience of recruiting 

elderly. According to these employers, this had resulted in unreasonably high 

demands on pension provisions. Analysis of the employers` experiences indicates 

that employers related to the collective agreement´s regulated and defined benefit 

pension ITP2. The ITP plan is a result of an agreement between the Confederation 

of Swedish Enterprise (Svenskt Näringsliv) and the Federation of Salaried 

Employees in Industry and Services (PTK). ITP stands for the collective agreement 

based occupational pension of industry and trade and ITP2 is a part of this 

occupational pension scheme for white–collar workers.  

 
D. Anxo, G., Bosch and J. Rubery (eds), The Welfare State and Life Transitions: a European Perspective p. 

121.  
7 Kadefors., R., Johansson, J. (2012) Employers´ Attitudes Toward Older Workers and Obstacles and 

opportunities for the Older Unemployed to Reenter Working Life, Nordic journal of working life studies, 

Volume 2, Number 3.  
8 Kruse, A. (2010) A Stable Pension System, The Eight Wonder, in T. Bengtsson (ed.) Population 

Ageing, A Threat to the Welfare State, p. 64. 
9 Ulander-Wänman, C. (2016) Swedish Collective Agreements and Employers´ Willingness to Hire 

and Retain Older Workers in Employment, Nordic journal of working life studies, Volume 6, Number 2. 
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There is a ban on direct and indirect discrimination in the Swedish Discrimi-

nation Act. Direct discrimination is when a person is disadvantaged by being treated 

less favorably than another person in a comparable situation. The disadvantaging 

must be related to one of the grounds of discrimination, for instance age. Indirect 

discrimination is a rule or a procedure that appears to be neutral but in fact 

disadvantages people of, for example, a certain age. The Discrimination Act permits 

exceptions from the prohibition of discrimination on grounds of age. This is 

possible if the criterion is objectively and reasonably justified by a legitimate aim and 

if the aim is appropriate and necessary (the principle of proportionality). 

Nevertheless, any employer who considers that the ITP2 plan - by its design - makes 

it unattractive to hire older workers, and therefore avoids doing so because of the 

worker´s age, violates the prohibition on age discrimination. Even though this 

situation probably doesn´t occur very often, one discrimination case is one too 

many. It is also important that labour market regulations support the societal interest 

that employees work longer and with more working hours. 

In this article a hypothesis about ITP2, generated through interviews of 

employers in the previously mentioned study, is tested. The hypothesis is that the 

collective agreement based occupational pension ITP2 could involve demands for 

unreasonably high pension costs when an employer recruit an older white-collar 

worker compared with a younger employee. However, the article does not include 

an analysis about e.g. employers´ pension’s costs for employees with a salary over 

ten income base amounts (BA). The hypothesis testing has been carried out by 

analysing ITP2´s material content and legal construction and application in a number 

of cases. The analysis of the cases has been done in cooperation with Alecta and the 

calculations have been made with the current assumptions produced by Alecta with 

respect to rates and mortality. Alecta is a so-called mutually owned insurance 

company. Mutually insurance company implies insurance company owned by its 

clients.10 Alecta manages on behalf of Confederation of Swedish Enterprise and 

PTK the non-competitive part of the defined benefit ITP (ITP2).11  

 
10 Alecta, Försäkringsvillkor för premiebestämd ålderspension (Alecta Optimal Pension) enligt ITP-planen. Giltig 

från och med 1 oktober 2018, p. 4. 
11 www.alecta.se/foretag/om-tjanstepension/alecta-eller-collectum/. 
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2  The collective agreement based pension scheme for white-collar 

workers in private sector 

In Sweden, an employee´s pension can consist of a statutory pension, a collective-

agreement based pension and possibly the employee´s private pension provisions. 

The ITP plan of today includes two parts: ITP1 (premium-based) and ITP2 (benefit-

based). The different plans would cover employees of different ages. The main rule 

is that ITP1 is valid for individuals born 1979 or later. In principle those born in 

1979 or later can not be covered by ITP2.12 However, it is the company's choice of 

ITP plan which decides in what plan a white-collar worker is to be insured. If, for 

instance, a 55-year-old white-collar worker insured in ITP2 changes employer who 

has ITP1 for all his/her white-collar workers, the employee is also insured in ITP1. 

Even white-collar workers insured in ITP2 but with a pension carrying salary 

exceeding ten income base amounts can, after agreement with his/her employer, be 

covered by ITP1. A derogation from the age-based positioning in the occupational 

pension plan involves private companies that are now signing collective agreements. 

These companies can apply ITP1 for all white-collar workers regardless of age. 

However, approval from the central association parties is needed for the company 

to apply ITP1 for white-collar workers born in 1978 or earlier.13 ITP2 still exists and 

will be important for a long time to come. Employees born in 1978 will be phased 

out of the plan in 2043 if they retire at the age of 65 and employers don´t pay any 

premium to ITP2 after 2043.14 Of the two million white-collar workers who have 

ITP, 23 % are covered by ITP1 and 75 % are covered by ITP 2 (the rest have other 

solutions).  

3  The ITP2 defined-benefit occupational pension 

In order to be covered by ITP2, the individual must work on average at least eight 

hours per non-holiday week based on a period of three calendar months. For 

permanent employed persons, ITP2 is valid from the first employment month. If 

the employee is temporarily employed, the insurance is valid only after three whole 

months of employment and with retroactive effect from the first month of work. 

Earning of length of service in ITP2 can start at the earliest from the month the 

insured has turned 28 years old and at the longest to the month when the insured 

 
12 PTK, Handbok om försäkringar 2018, p. 140. 
13 Finfa, En del av Svenskt Näringsliv, Försäkringar på arbetsmarknaden enligt lag och kollektivavtal  2018, 

p. 33. 
14 SOU 2011:05 p. 26. 
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has the right to retirement pension (65 years).15 That cannot be later than the age of 

65 years. Pensionable length of service can include time when the individual is sick, 

on parental leave, or working in another field of the agreement. For part-time 

workers who increase their work with a higher salary as a result, the ITP insurance 

is adjusted to the new salary. In general, receipt of a full ITP pension requires thirty 

years of contributions. Otherwise, the pension is reduced proportionally.16 In case 

of less than 360 months, the pension is reduced by one 360th for every missing 

month. White-collar workers covered by ITP2 receive their pension based on the 

salary they have at the time of their retirement, the so-called pension-carrying 

salary.17 This assumes that premiums are paid until the agreed age of retirement and 

that the insured completes at least the length of service demanded for unreduced 

pension.18 Barr considers that final salary pensions have well-known problems e.g. 

this gives less incentive to work extra hours or take a more difficult job earlier in 

one´s career, - it creates inequity, and locks the worker into his or her current job.19 

According to ITP2, an employee´s retirement pension from the age of 65 would 

generate a pension benefit of 10 % of the previous year´s salary up to 7.5 times the 

income base amount (BA), 65 % of the salary between 7.5 and 20 times the BA, and 

32.5 % between 20 and 30 times the BA.20 One consequence of the pension 

construction is that it is generally difficult for the employer foresee the pension costs, 

because of the individuality of every insured where the premium is based on the age, 

salary and estimated length of service of the white-collar worker. The employer´s 

costs are different, however, on salary components above and below 7.5 times the 

BA, respectively. The individual employer´s cost for the defined-benefit retirement 

pension is maximized to 6,6 % for the annual salary component below 7.5 times the 

income BA and 52,3 % for annual salary component above it. At an earlier 

retirement age than 65, the percentage is increased by 0.31 % for every month the 

retirement age is reduced. However, the insurance contains an upper limit for the 

pension-carrying salary 30 times the BA.21  

If a white-collar worker changes employers and should therefore be covered by 

the ITP2 plan entrance into the insurance can be accepted if the employee is able to 

 
15 Finfa 2018, p. 10. 
16 Palme, M., Svensson, I. (2008) Social Security, Occupational Pensions and Retirement in Sweden, p. 373‒

374. 
17 SOU 2012:28 p. 289.  
18 SOU 2011:05 p. 27. 
19 Barr, N. (2013) The pension system in Sweden, Report to the expert group on public economics, p. 81. 
20 Alecta 2018, p. 14. 
21 PTK 2018, p. 26. 
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work at least 25 % of full time and has more than 15 years left before reaching the 

general retirement age, normally 65 years. If the employee has been covered by ITP2 

at an earlier stage and has less than 15 years left until general general retirement age 

a control is made whether the insurance will be premium maximized. Premium 

maximization means that an employer´s costs for an individual insurance are 

maximized and costs exceeding the maximum level are paid by all employers insured 

in ITP2 through a so-called compensation premium. Compensation premium means 

that the difference between the maximized premium for the defined benefit 

retirement pension and the real premium is paid by a compensation premium.22 

Premium maximization is only valid for the retirement pension part of ITP2, not for 

the family pension part. If the premium does not exceed the maximum a readmission 

is normally accepted. If the white-collar worker´s readmission results in exceeding 

the maximum premium, the application can be examined by the ITP board and 

readmission can be accepted with a natural premium, i.e. a premium without 

premium maximization. In cases where the employer does not accept a so-called 

natural premium the employee can apply for exemption.23  

If a white-collar worker has less than five years until retirement age, the special 

limitation rules for pay rise are applied, which means that the pension-carrying salary 

can be lower than the annual salary.24 For insurance benefits (except disability 

pension) the pay rise will be pensionable only up to a certain maximum percentage. 

The rest of the pay rise is not pensionable but is "cut". The maximum rise that 

becomes pensionable is linked to the rise of the BA according to a specific model of 

calculation (Agreement about ITP plan between Confederation of Swedish 

Enterprise and PTK, ITP Plan 2014). According to earlier provisions by Alecta, the 

wage is cut only if the employee has had ITP in the past 72 months.25 The intention 

of the rules is to prevent employers with late pay rises to set a higher pension without 

paying corresponding premiums.26 The design of the ITP2 plan implies that the 

costs for the employees´ premiums will generally be paid by the last employer.27 In 

principle, it can be said that the premium construction implies that the payroll of an 

employer with relatively many older, well-paid white-collar workers could be of 

importance compared with the payroll of an employer with younger employees with 

comparatively lower salaries.28  

 
22 Finfa 2018 p. 34; PTK 2018 p. 26. 
23 Finfa 2018 p. 34. 
24 PTK 2018 p. 47. 
25 J Persson, Alecta 2015,-05-21, pers. comm. 
26 PTK 2018 p. 47. 
27 SOU 2012:28 p. 338. 
28 SOU 2012:28 p. 337. 
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ITP2 also contains rules about so-called collective final payment. Collective final 

payment is updated for an insured person who terminates his/her employment, and 

earliest by the month he/she has become 62 years old. A collective final payment 

means that the previous insurance protection for some ITP2 benefits remains in a 

situation where the insured resigns with the purpose of retiring prior to the agreed 

retirement age. This benefit can be seen as a special type of waiver of premium 

insurance provided by Alecta and means that the premiums are collectively paid by 

the policyholders in Alecta until the agreed retirement age of the employee.29  

In 2009, new coordination rules for ITP2 came into effect. The rules imply that 

the co-ordination is settled, but that it comes with certain transitional rules. The new 

rules apply to insured persons born in 1952 or later, who have been insured in ITP2 

from January 2009 or later. For employees born in 1951 or earlier the previous 

coordination rules are still in effect and unchanged. This means that coordination is 

done with occupational pension from previous employments, in as well as outside 

ITP2.30 This means that for white-collar workers employed after 1 January 2009, no 

coordination is made with previously earned pension rights outside the ITP plan in 

Alecta.31 However, any already established coordination for the earlier employment 

of an ITP2 insured remains. Pension rights/time in ITP2 are coordinated just as 

they were prior to 2009. If an employee changes to new employment that also is 

covered by the ITP2 plan, the insurance is still valid and unchanged with the same 

length of service. However, if the employee ends his/her employment where he/she 

has been insured according to ITP2, the individual has an earned pension (a so-

called paid-up pension) at Alecta. This means that Alecta has calculated the benefit 

for the ITP insurance which correspond to the paid-in premiums. If the employee 

starts an employment for example in the government or in county/municipality 

firms covered by other collective agreements, the rules in that area decide whether 

any coordination with the previously earned pension rights is to be done.32  

For an employer, it is an advantage to know the total cost of employment for a 

particular employee. Employees´ individual, benefit-based occupational pension is 

seen as an individual vested right.33 Many workers are not aware of the costs paid by 

employers´ for pensions. Sometimes it may be possible that an employee will 

decrease a salary request if the employee understands the extent of the employer´s 

total costs for his/her employment. 

 
29 Alecta 2018 p. 34. 
30 PTK 2018 p. 40. 
31 Finfa 2018 p. 43. 
32 PTK 2018 p. 40 and p. 42. 
33 AD 1998 no 109, AD 1995 no 157 and AD 1994 no 128. 
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4  Application of ITP2 – Cases 

The following cases illustrate how different situations affect employers´ pension 

costs when recruiting older white-collar workers compared with recruiting younger 

white-collar workers born in 1974. The aim is basically to show the differences in 

employers´ pension costs when practically applying ITP2 on different bases rather 

than to show differences in exact amounts. The cases illustrate situations that have 

been pointed out as problematic by employers in the interview study mentioned 

above. The employers all worked in private companies, but in different sectors 

(manufacturing and service, respectively), in the position of chief executive officer 

or managing director. The employers discover too late the pension costs and they 

lack knowledge of the ITP2 system. The experiences of the employers are that these 

situations may occur in the labour market and could be of importance for the 

employers´ pension costs with respect to the ITP2´s design.  

4.1 Method 

The calculations are based on the premise that the younger person in the comparison 

has the same vesting as the older person. In all typical cases the calculations are made 

from the point of view of a normal vesting. Normal earning means that the salary 

trend follows what is normal for an average white-collar worker of a certain age, as 

calculated by Alecta. The vesting period has the following circumstances in the cases. 

No coordination has been done of earlier vesting pension. The calculations were 

done in October 2014 according to the base amount of that year. The comparison 

was made between recruiting a 40-year-old-white-collar worker instead of employing 

the older person described in the case. All other aspects are the same in the cases.  

There are two general explanations for the employer´s pension costs. In all cases 

except Case 4 the employer´s costs are below the boundary of premium 

maximization and therefore the employer´s contribution will not be premium 

maximized. One factor that also affects the employer´s lower pension costs for the 

younger worker is that Alecta expects some return on the premiums that are 

contributed. The time to obtain a return is longer for the younger worker which 

reduces the employer´s cost. 

 

Case 1. Working for an employer without collective agreement 

A civil engineer with state-of–the–art skills has been working for six years in a private 

company covered by ITP2. When ending her employment, her salary was SEK 

30, 000 per month. Next, she is employed by another company without a collective 

agreement. She works for this company for ten years with a salary of SEK 40,000 
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per month.  Thereafter, the employee is offered an employment for another 

knowledge company that is covered by ITP2 and at the age of 55 she receives a 

salary of SEK 54,000 per month. Prior to obtaining her master´s degree in 

engineering the employee worked as a nurse´s assistant in health care four years.  

Employer´s pension costs   

Cost for ITP2 for the white-collar worker in the case: SEK 8,000 per month  

Cost for ITP2 for the comparison person born in 1974: SEK 5,700 per month 

Explanation Case 1  

The white-collar employee was previously included in ITP2 and thus has a 

guaranteed benefit pension when she retires. She gets a large salary increase in her 

new employment. During ten years when she has been employed by an employer 

without a collective agreement, no contributions have been made to her ITP2 

occupational pension. In principle, the worker´s occupational ITP2 shall be funded 

when retirement takes place at the age of 65. 

The employer´s higher costs for the older employee´s pension are a result of the 

new wage and that the new employer must fund the contributions that were not 

previously paid. One consequence of this is that the recent employer has to pay 

partly for the lack of pension contributions in previous employment, partly for the 

large increase in the salary. Because the older worker has fewer years left to 

retirement, the charge for the employers to finance the future pension will be higher 

for the older employee than for the younger one. 

 

Case 2. Self-employed during numerous years prior to rehiring in ITP2  

A newly trained computer engineer shifts from being employed for six years by a 

private company covered by ITP2 to being self-employed. The final salary when 

leaving the company to start his own business was SEK 45,000. He manages his 

own company for 17 years and during this time he is not covered by any 

occupational pension scheme. At the age of 61, he gets qualified work in a company 

covered by ITP2. He gets a salary of SEK 63,000 per month which is a far higher 

salary than the one he had when self-employed. Prior to his first employment the 

employee travelled around the world and worked in other countries. He has never 

been covered by any other Swedish pension scheme. 

Employer´s pension costs 

Cost for the ITP2 for the white-collar worker in the case: SEK 8,500 per month. 

Cost for ITP2 for the comparison person born in 1974: SEK 5,300 per month 

Explanation Case 2 

The employee receives a large salary increase. No contribution into the pension 

scheme has been made for 17 years. This person does not have the full vesting period 

(30 years), so the employee´s pension will be lower and also decreases the employer´s 



 
494 

 

pension costs. There is no wage cut because the worker has not had ITP during the 

last 72 months. The higher fee for the ITP2 pension that the employer must pay for 

the older worker is the result of the workers age and the fact that no occupational 

pension has been paid for 17 years. 

 

Case 3 Employment abroad between periods of employment covered by ITP2 

A high-paid white-collar worker, who was covered in Sweden by ITP2 for eight 

years, received new employment with a company abroad which was not covered by 

the ITP plan. His final salary when he finished the Swedish employment was SEK 

50,000 per month. He worked abroad many years until, at 59 years of age, he was 

offered a new employment in a high position in a Swedish company covered by 

ITP2. He receives SEK 70,000 in monthly salary.  

Employer´s pension costs 

Cost for ITP2 for the white-collar worker in the case: SEK 16,000 per month 

Cost for the comparison person born in 1974: SEK 8,500 crowns per month 

Explanation Case 3 

The employee was covered by a defined-benefit pension when he was offered a new 

employment abroad. For a couple of years, the employee worked abroad and no 

contributions were paid into his ITP2 occupational pension. The employee returned 

to an employment in Sweden at the age of 59 years and receive a substantial salary 

increase compared to what he had in his previous ITP2 employment. 

The employer´s occupational costs for the older worker are almost double 

compared to those for the younger worker. This is because the employee did not 

have so many working years left until retirement; in addition, he receive a large salary 

increase and had several years abroad during which contributions to the ITP2 

occupational pension were not paid out. Nevertheless employers` costs are 

somewhat reduced because the employee does not have a full vesting period for 

retirement (30 years). This decreases both employee`s pension and the employer´s 

pension costs. 

 

Case 4. Senior white –collar employee who gets a large increase in salary 

A white-collar worker aged 60 gets a wage increase of SEK 15,000 per month from 

40,000 to 55,000 in conjunction with his new recruitment by a company that is 

covered by ITP2. In his previous employments the employee has been covered by 

ITP2 for 25 years. The calculation was made on the basis that the employee 

previously had a low vesting of pension. 

Employer´s pension costs 

Cost for ITP2 for the white-collar worker in the case: SEK 15,000 per month 

Cost for ITP2 for the comparison person born in 1974: 10,000 per month. 
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Explanation Case 4 

The employee receives a large wage increase. Wage-cutting rules do not apply 

because he has five years left to retirement (i.e. not less than five years). He has a 

low accrual in ITP2 from previous employments. The current employer must 

therefore finance the pension that is not paid and that guarantees the employee a 

certain defined-benefit pension based on the new salary. Premium maximizing is not 

applicable because the employer´s cost of the premium exceeds the premium 

maximization border. 

5  Discussion 

The Swedish collective-agreement based ITP2 occupational pension scheme in the 

private sector has a technically advanced structure and is thus impenetrable for 

people who do not work with pensions. It is in principle impossible for an employer 

with the support of the collective agreement ITP2, the guidelines of the social 

partners and Alecta about the ITP2, to predict the economic effects in terms of 

pension contributions when hiring an older white-collar worker compared with a 

younger worker. In my opinion, it is not reasonable to assume that the average 

employer or employee will be able to comprehend and apply the pension scheme to 

the extent that the pension costs (based on an individual white-collar worker´s 

previous and new working conditions) can be balanced against e.g. a lower salary for 

the employee. The lack of predictability coupled with the different treatment the 

insurance means that the legal structure of ITP2 is an example of provisions which 

do not meet the requirement of a good legal regulation. A part of that is clarity and 

foreseeability. It ought to be the same demands of legal certainty for regulation in 

collective agreement as in legislation. The consequence of the employer's expenses 

when hiring older workers in the exemplified cases imply disadvantages for older 

workers' employability. It is doubtful whether the effect of ITP2's construction can 

be justified under the principle of proportionality.  

The regulation implies different effects on workers owing to their age. Analysis 

of the ITP2 scheme indicates that the salary for a newly recruited older worker’s is 

a crucial factor in relation to the pension costs for the new employer. If a newly 

recruited older worker receives a wage of less than 7.5 income base amounts, the 

employer´s pension contributions for ITP2 will not be expensive for the employer, 

regardless of the worker´s previous employment history and pension vesting. The 

maximum pension premium, for such a salary, according to ITP2, is maximized to 

6,5 % of the salary (2017). A prerequisite for verification of the hypothesis that 

employers suffer from disproportionately high demands with respect to pension 
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provisions, is that an employee receives a relatively large salary increase in the new 

employment. 

In general, it is thus the proportion of the salary in the range of 7.5-20 income 

base amounts that may be relevant for higher employer´s pension costs. In this 

income layer, the maximum premium is 51,3 % in year 2017. It is mainly in three 

situations when hiring an older white-collar worker compared to a younger one, 

which require higher pension provisions to be paid by a new employer, 1) a large 

salary increase, 2) low or missing previous pensions contributions and 3) a short 

remaining length of service before retirement. A cornerstone in the ITP plan is that 

the costs of a worker´s pension shall be financed when he/she retires. A short 

remaining period of employment before retirement entails a greater burden for the 

most recent employer - to finance the pension guaranteed to the employee by 

his/her higher salary. 

The cases show that employers in the ITP2 scheme will face higher pension costs 

for an elderly white-collar worker compared to a younger person, when they as part 

of their career has had no previous pension provisions. It is thus more expensive for 

an employer to employ an older compared to a younger white-collar worker if both 

has worked outside the ITP2 scheme for a part of the career. With larger raise of 

wage in relation to previous salary, and higher age of the employee, follows higher 

pension costs for the employer. The employee's salary is not as important for 

employer´s pension costs, as the increase of wage combined with expected working 

years until retirement. 

The ITP2 plan may in some cases have an advantage for the individual 

employer´s costs for pension provisions for older workers. That occur when the 

occupational pension insurance, under certain conditions, contains a joint and 

several payment liability for employers who are affiliated to the insurance.  If an 

employer hires a white-collar worker covered by ITP2 with a lower salary than 

previous, the new employer benefit of prior higher paid pension costs. 

Both ITP1 and ITP2 are based on a retirement age of 65 years. The occupational 

pension in the collective agreement for white-collar workers in private sector may 

be a limiting factor for an employer to work after 65 years of age. A premium for 

white-collar workers after this age requires a special agreement between the parties. 

Such agreement may affect other employment conditions and may thus demotivate 

the employee to work for a longer period. In the ITP2 scheme it can be a 

disadvantage for white-collar workers to reduce working hours and salary before the 

retirement. ITP2 is based on the salary for the last calendar year prior to retirement, 

which means that future pensions can be markedly reduced when the working time 

is reduced compared to full time work until retirement. 
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In ITP2 can, as observed, a new employer under certain conditions face higher 

demands of the pension provisions when they hire an older white-collar worker 

compared to a younger. The collective paid premium by the policyholders in Alecta 

for employees who retire at 62 years decrease the pensions costs for the individual 

employer. It may also eventually lead to an increased willingness of the employer to 

earlier terminate an older white-collar worker´s employment and instead hire a 

younger worker.34 These factors may drive a development of earlier retirement of 

older white-collar workers. Such circumstances contradict the societal interest that 

employees may have to work longer than today. 

The pattern that emerges from the cases is, that in every situation it will be more 

expensive for employers to hire older workers. ITP2's content and legal construction 

imply a risk that older workers have a disadvantage compared to younger at new 

recruitment related to years left to retirement. Article 6 of Directive 2000/78 states 

that differences of treatment on grounds of age may be permitted. The Swedish 

Discrimination Act contains a possibility of different treatment on grounds of age 

as mentioned above. Article 6.2. of the Employment Equality Directive as well as 

case law from the European Court of justice shows that it does not constitute 

discrimination on the grounds of age if the Member States provide that the 

determination for occupational social security schemes of age for admission or 

entitlement to retirement including the fixing under those schemes of different ages 

for employees or groups/categories of employees and the use, in the context of such 

schemes of age criteria in actuarial calculations.35 However, The EU court has 

expressed that the ban of age discrimination will be interpreted in the light of the 

right to engage in work recognized in Article 15 (1) of the Charter of Fundamental 

Rights of the European Union. It follows that particular attention must be paid to 

the participation of older workers in the labour force and thus in economic, cultural 

and social life.36  

The exemption from the ban of age discrimination, constitutes ITP2 plan can be 

an allowed deviation from the prohibition on age discrimination. The EU court has 

however stated that the occupational pension scheme can fall within the scope of 

Directive 2000/78. The Court has also stated that the employer’s contributions paid 

under the pension scheme are an immediate cash benefit, paid by the employer to 

 
34 Inspektionen för socialförsäkringen, Rapport 2012:10, Lönekostnader för äldre och drivkrafter till förtida 

ålderspensionering, p. 48. 
35 See e.g. joined cases C-159/10 and C-160/10 Gerard Fuchs and Peter Köhler  v Land Hessen, 

ECLI:EU:C:2011:508. 
36 C-141/11 Torsten Hörnfeldt v Posten meddelande AB, ECLI:EU:C2012:421; C-159/10 and C-
160/10. 
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the worker in respect of the worker’s employment, and, therefore, constitute ‘pay’ 

within the meaning of Article 157(2) TFEU. Consequently, they fall within the scope 

of Directive 2000/78.37 The pension benefit ITP2 is, as I see it, to be perceived as a 

collective agreement regulated employment condition. The pension benefits can be 

compared with earned salary under the employment contract. If the ITP2 pension 

is seen in that way, it may be included in the Council Directive 200/78 Article 6.1 a. 

It implies, as I understand it, that the effects of the regulation in the collective 

agreement, which may cause that employers are less willing to hire an older worker 

because of the high pension costs, has to be judicially reviewed in the light of the 

principle of proportionality. The judicially will then be if ITP2's construction has a 

legitimate purpose and procedures implementing the objective is appropriate and 

necessary. This is, in my opinion, questionable as it ought to be possible to construct 

the ITP2 plan in another way. 

Employees earned pension benefits are, as previously mentioned, an individual 

vested right which limits the ability of social partners to dispose this right and change 

the pension rules in a collective agreement to the disadvantage 

of the individual.38. Both the1973 as the1975/76 government proposal show that it 

is not legally possible for a trade union without authorization from the employee 

concerned dispose of his or hers already acquired rights.39 This is based on general 

principles of civil law. This imply, as I understand it, that the social partners cannot 

finance lower pension costs for the employers by a reduction of the ITP2 pension 

for the employees. Nevertheless it would be possible for the social partners to 

construct a collective agreement that gives employers a joint and several liability for 

disproportionately higher pension costs when an employer hire an older worker 

compared with a younger employee. An employer who chooses not to recruit the 

most qualified candidate because of his /hers age-related increased pension costs is 

guilty of age discrimination. ITP2's structure can contribute to such an action and it 

is therefore an important task for the social partners to modify the collective 

agreement in this part. 

 
37 C-476/11 Judgment of the Court (Second Chamber), 26 September 2013. HK Danmark acting on 

behalf of Glennie Kristensen v Experian A/S. Request for a preliminary ruling from the Vestre 

Landsret. Principle of non-discrimination on grounds of age — Charter of Fundamental Rights of 

the European Union — Article 21(1) — Directive 2000/78/EC — Article 6(1) and (2) — 

Occupational pension scheme — Increases in the amount of contributions on the basis of age, EU 

C:20 2013:590. 
38 AD 1998 no 109; AD 1995 no 157 and AD 1994 no 128. See also Eliasson, N. (2001) Protection of 

Accrued Pension rights, p. 261. 
39 Prop. 1973:129 p. 26; prop. 1975/76:105 Annex 1 p. 490; AD 1996 no 12. See also Källström K., 

Malmberg J. (2016)Anställningsförhållandet p. 182. 
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ITP2's material content and legal construction prevent the interest of the society 

that older employees work longer. The collective agreement does not appear to 

function as a regulatory tool if the social partners do not show any interest in taking 

responsibility to adapt regulations in collective agreement to the changing needs of 

the society. In light of the challenges facing society in terms of inter alia financing 

future pensions, it is important that the social partners investigate the possibilities to 

sign collective agreements which remove or modify provisions that can be limiting 

for older workers to find new employment or work longer than today. The Swedish 

Model means a great responsibility for the social partners to be progressive and 

daring to rethink and renew the conceptual framework that forms the basis of 

existing collective agreements and the occupational pension ITP2. This in order to 

influence employers' attitudes and willingness to recruit or retain older employees in 

work longer. 

 


