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INTRODUCTION: WHY
HR COMPLIANCE IN
SWEDEN MATTERS

Sweden is one of Europe’s most employee-friendly labor markets,
offering strong worker protections and comprehensive benefits.
However, foreign employers operating in Sweden must navigate:

@ strict dismissal laws, including Sweden's first-in, last-out (LIFO)
termination rule.

@ Industry-specific Collective Bargaining Agreements (CBAs), covering
over 90% of employees.

@ High employer social contributions, making labor costs expensive.

@ Tough immigration laws, requiring employers to pass Sweden’s Job
Market Test when hiring non-EU workers.

@ Remote work challenges, especially for Swedish digital nomads
working abroad.

Non-compliance with Swedish labor laws can result in financial
penalties, employee lawsuits, and reputational damage.
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THE ROLE OF COLLECTIVE
AGREEMENTS (CBAS) - WHY
90%+ OF EMPLOYEES ARE
COVERED

7! Swedish employment law is highly decentralized, with CBAs
setting industry-specific standards beyond statutory labor laws.

#® What Are CBAs and How Do They Affect Employers?

@ CBAs are legally binding agreements between employer
organizations and trade unions.

@ They set higher minimum wages, work hours, and severance rules
than national laws..

@ CBAs often override statutory regulations, meaning businesses must
follow CBA rules over Swedish labor law.

# Key HR Compliance Risks with CBAs

Failure to comply with industry CBAs can result in union disputes
and legal action.

Many CBAs require longer notice periods, extra paid leave, and
higher severance packages.

Best Practice: Before hiring in Sweden, check if your industry has
a mandatory CBA and adjust employment contracts accordingly.
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SWEDEN’'S EMPLOYER
SOCIAL CONTRIBUTIONS -
UNDERSTANDING 31.42%
PAYROLL TAX COSTS

¥! Sweden has some of Europe’s highest employer social security
contributions, significantly increasing labor costs.

® Employer Payroll Costs in Sweden (2025)

Contribution Type Employer Rate (%) Employee Rate (%)
Social Securit o o
(Arbetsgivoravgi?lter) 31.42% 7%
Occupational Pension 4.5%-30% Optional
Holiday Pay (Semesterldn) 12% 0%
Unemployment Insurance Covered by tax Optional

# Employer Payroll Costs in Sweden (2025)

Employers must pre-fund holiday pay (semesterlén) to ensure

compliance.
Failure to register employees for social security contributions

can result in fines and back payments.

Best Practice: Work with a payroll provider or in-house
accountant to manage high employer costs effectively.
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HIRING & WORK PERMITS
FOR FOREIGN EMPLOYEES -
NAVIGATING SWEDEN'S JOB
MARKET TEST

7! Sweden has strict immigration laws, requiring employers to justify
hiring non-EU employees.

® Key Work Permit Rules for Hiring Non-EU Employees

@ Job Market Test: Employers must prove no qualified Swedish/EU
candidates were available before hiring a non-EU worker.

@ Minimum Salary Requirement: As of 2025, foreign hires must earn at
least SEK 27,360 per month.

@ Work Permit Duration: Initial work permits last 2 years, renewable up
to 4 years before applying for permanent residency.

@ Employer Responsibilities:

e Provide health insurance, life insurance, and pension contributions.
e Ensure tax compliance for foreign employees.

# Key HR Compliance Risks

E3 Failing to meet the Job Market Test requirements can lead to work
permit denials.

Employers must handle tax and social security contributions for
foreign workers correctly.

Best Practice: Use Sweden’s Fast-Track Work Permit Scheme for
accredited employers to reduce processing times.
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DISMISSAL & REDUNDANCY
RULES - MANAGING
SWEDEN'S "FIRST-IN, LAST-
OUT" TERMINATION LAW

7! Sweden has one of Europe’s strictest dismissal laws, prioritizing job
security for employees.

# Notice Periods for Termination (Employment Protection Act, LAS)

Employee Tenure Notice Period (Employer-Initiated)

0-2 years 1 month

2-4 years 2 months
4-6 years 3 months
6-8 years 4 months
8-10 years 5 months
10+ years 6 months




# Sweden’s "First-In, Last-Out” (LIFO) Rule:

@ If an employer needs to reduce staff, the most recently hired
employees must be dismissed first.

@ Exceptions can be made for employees with critical skills, but
justification is required.

# Key HR Compliance Risks:

Employers cannot dismiss employees without just cause (e.g., poor
performance, redundancy, or serious misconduct).

Failing to follow Sweden’s dismissal laws can lead to wrongful
termination lawsuits.

Best Practice: Document all performance reviews, warnings,
and dismissal justifications carefully.
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REMOTE WORK & DIGITAL
NOMAD CHALLENGES -
ENSURING TAX &
COMPLIANCE FOR SWEDES
WORKING ABROAD

7! Post-COVID, more Swedes are working remotely from other countries,
creating tax and compliance challenges for employers.

# Key Remote Work Regulations in Sweden

@ Employers must define remote work agreements in employment
contracts.

@ Social security contributions apply even if the employee works from
another EU country.

@ For non-EU remote workers, double taxation treaties may apply.

#® Key Compliance Risks:

Cross-border remote employees may trigger tax residency rules in
other countries.

Employers remain responsible for social security payments, even for
fully remote employees.

Best Practice: Consult tax advisors and legal experts before
hiring remote employees abroad.
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CONCLUSION & NEXT STEPS
FOR HR COMPLIANCE IN

Fa

#® Sweden’s labor market is complex, requiring strict adherence to
CBAs, high payroll taxes, and structured termination processes.

% Next Steps for Employers:

Check if your industry has a mandatory CBA.
Ensure payroll compliance with Sweden’s high employer contributions.
Follow Sweden’s Job Market Test when hiring foreign workers.

Adhere to termination rules and document performance-related
dismissals carefully.

Update remote work policies to address tax & compliance risks.

Need HR support in Sweden?

book your call with us by clicking

sales@europe-hr-solutions.com

euro-hr-solutions.com
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