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FOREWORD

The central challenge facing the international community today is to make
globalization work for the benetit of all. After over a decade of rapid expansion
of global trade, and greater economic, technological and financial integration of
the world’s economies, many people and countries have clearly benefited from
globalization. But many more have not, or have been disadvantaged. Expressions
of anxiety, as well as of outright dissent, are found in many countries. These
suggest that globalization is perceived as a threat to the security and values of
people, without offering a seolution to persistent poverty and social exclusion.
Fundamental principles of equity and tairness, both within and between countries,
have also received insufficient attention. These issues lie at the heart of the ILO
mandate. That is why the goal of decent work — productive work in conditions of
human dignity, freedom, equity and security for all women and men - has been
adopted as the ILO’s overarching objective. Decent work is now the framework
for developing the ILO perspective and activities at both country and global levels.

The Working Party on the Social Dimension of Globalization of the ILO
Governing Body, combining the views and experiences of government, employer
and worker representatives from 56 countrics, has debated these issues since 1994,
The Working Party has moved in two directions. First, it has enlisted the support
of all ILO constituents and of the international community for basic principles and
standards defining a more equitable and inclusive pattern of development. This is
the sense of the Declaration on Fundamental Principles and Rights at Work,
adopted in 1998, a universal set of labour and social rights. This in turn derived
from the World Summit for Social Development, held in Copenhagen in 1995,
which called for a better integration of economic and social policies to promote
secure and sustainable livelihoods on the basis of full employment, basic rights at
work, equality of opportunity for women and men, and extensive social policies.
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Second, the Working Party has examined the expenience of a number of countries
that appear to have successfully integrated the global economy on the basis of
balanced social and economic policies, with a view to drawing usetul lessons.

Denmark is one such country, demonstrating that openness and extensive
social protection, employment flexibility and income security, high labour force
participation rates, gender equity and family-friendly policies can go together.
Indeed, the present study shows that Denmark’s high living and working standards
are both cause and consequence of economic growth and social development.

Denmark illustrates the promises held by a careful consideration of the
Copenhagen Declaration on Social Development and Programme of Action of the
World Summit for Social Development. It has elaborated detailed economic and
social policies that enabled it to move decisively towards full employment; it
has achieved substantial progress towards equality of opportunity in the labour
market; it has taken steps to reconcile work and family life and to improve security
at the workplace: and it has reformed its social protection system and further
strengthened social dialogue and participation of the social partners. These
achievements have all resulted in greater economic strength and social cohesion.

This study pays particular attention to the integration of social and economic
policies and to the role of social dialogue. It shows that openness to international
trade can go together with extensive social protection, and better and more
secure lives. The condition for this is balanced policies, and strong institutions, of
government, the social partners and civil society.

Each country will need to define its own path towards decent work, building
on the principles and standards universally shared by the 1LO constituents. In so
doing, each path can benefit from the experience of others. Inspiration and mutual
learning from other national situations and practices are always enriching. This is
valid across regions and levels of development, both for countries that have moved
toward greater material ease in sustaining decent work, and those still struggling
1o ensure basic rights and minimal living standards.

The basic challenge of our times lies in providing people with the opportunities
and the support required to secure and sustain decent work. In this, Denmark
illustrates a way and offers some results that can usefully inspire others, This study
is one example of the many ways in which the ILO works with its constituents in
their commitment to promote decent work for all women and men.

Juan Somavia
Director-General
International Labour Organization
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PREFACE

Promaoting opportunities for women and men to obtain decent and productive work
in condtitions of freedom, equity, security and human dignity is the overarching
objective of the International Labour Organization (1LO). The International
Labour Conference endorsed the Decent Work concept in 1999 and 2001 (11.0O,
1999; 2001¢). DPecent work stems from the convergence of four strategic
objectives, namely the promotion of rights at work, employment; social
protection; and social dialogue. Decent work is simultaneously an objective tor
all 1LO programmes and activities, and a central feature of the international
development agenda. The central challenge is to turn the aspiration of working
people 1n all countries for decent work into a reality.

In 1998-99, the 1LO carried out a comparalive review of employment
policies in Austria, Denmark, Ireland and the Netherlands, This was a follow-up
to Commitment Three concerning fuil employment and sustainable livelihoods,
of the Copenhagen Declaration and Programme of Action, adopted at the World
Summit for Social Development in [995. The four small European economies
were chosen because they had demonstrated over the 1990s a labour market
performance far superior 1o the European Union average. While the specific
policies and measurcs pursued in the respective countries varied. there
were clearly a number of common institutional and policy elements to which
their labour market success could be attributed. One of them concemed the
prominent role played by social dialogue on employment and labour market
policy issues between the governments and the social partners at the national level
(Auer, 2000; 2001).

The employment policy reviews of the four European countries have
received wide attention and met with considerable interest among the 1LO
constituencies in various parts of the world. They have contributed to raising

xi
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interest in various countries in concluding social agreements in order to promote
national employment goals.

In the meantime, the Danish Ministry of Labour requested the [LO to follow
up the Danish employment policy review. The [LLO responded by proposing to
undertake a Decent Work Programme for Denmark. The Gavernment and the
social partners welcomed this proposal.

This exercise has provided an opportunity to extend and deepen the cooper-
ation between the [1LO and Denmark in policy areas that are of outstanding concern
to both. The interest of the Danish partners lies in working with the ILO in
addressing. in a comparative perspective, prevailing policy 1ssues in Denmark,
particularly as regards the labour market and social protection. The ILO’s interest
15 in reaching a deeper understanding of the policies and practices in which
Denmark has played a pioneering role and in which it may be seen as very
advanced on a world scale. These include collective bargaining and soctal
dialogue; the system of vocational education and training; the active labour market
policy; the combination of labour markel flexibility and income security: policies
and instruments for reconciling work and family life; and the reform of social
protection and welfare. All of these are central to the IL(O s mandate and the subject
of [LO normative instruments.

The report has been prepared by an ILO team comprising Peter Auer,
Philippe Egger, Werner Sengenberger, Marco Simoni and Corinne Vargha.
Responsibility for the content of the report rests fully with the [LO.

In preparing this report, the ILO greatly benetited from background inform-
ation on relevant policies in Denmark provided by the Danish Government
through the Ministry of Labour. Contributions have been received from the
Minisiry of Labour, the Ministry of Social Affairs, the Danish Employers’
Confederation (DA) and the Danish Confederation of Trade Unions (LO). A
series of consultations between the Danish constituents and the ILO team were
held in Copenhagen and Geneva, which provided opportunities for detailed
exchanges and discussions. The TLO acknowledges the support provided by its
Danish counterparts and wishes to express its gratitude, especially 1o Joergen
Eckersoth, Preben Foldberg, Anne Marie Jensen, Anne Mette Krabbe Skouscn,
Elisabeth Rasmussen, Joergen Roennest and Kim Taasby. Thanks are also due
to several Danish academic experts, in particular Per Madsen, for information
and advice.
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INTRODUCTION

Decent work in Denmark is reflected in high levels of income, security, and
social and gender equality, as well as in labour standards on rights to work and
rights at work. This has been achieved through a combination of etfective public
policies implemented by national, regional and local institutions, dynamic
private enterprises, extensive participation of workers and citizens directly and
through representative bodies, and a high leve! of public social spending, as well
as relatively high growth in total output and in gross domestic product (GDP)
per capita. The policy choices made in Denmark have not opposed private and
public sectors, economic growth and public social spending; rather they have
aimed to build on their integration and complementarities. Particular care has
been taken to ensure that the benefits of growth flow into comprehensive sociat
security and welfare and, at the same time, that social expenditure does not stifle
growth through declining investment, uncompetitive labour costs and unsustain-
able fiscal deficits. In this sense, Denmark’s achievements run contrary to the
conventional wisdom of the 1980s and early 1990s, when policy prescriptions
aimed at combating European sclerosis suggested a reduction in welfare
benefits, less government intervention and greater labour market tlexibility as a
basis for renewed growth. In fact, Denmark has moved onto a higher and so far
sustained growth path since the early 1990s, significantly reducing unemploy-
ment much earlier than most other European countries. It has done so, not by
turning its back on the traditional welfare model, but by adapting it to a new
economic context in which high employment rates coexist with balanced fiscal
budgets, a trade surplus, and low and stable intlation. In many ways, Denmark
adapled the central features of the “Golden Age™ (1950-73) to the new situation
of the 1990s. which was marked in particular by the emergence of global product
and capital markets (Singh, 1995). The period 195073 was characterized by
rapid and parallel growth in real output, wages and productivity, institutional
arrangements reflecting social consensus for the setting of wages and prices and
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the distribution of wages and profits, and fiscal and welfare policies that
guaranteed rising living standards and sustained aggregate demand. Many
features of that period can be observed in Denmark today within a totally distinct
context. In particular, one prominent element of the Golden Age then, and of
Denmark today, is the wage-coordinating mechanism that allows wages to be
adjusted in line with the growth of the economy. These adjustments are per-
ceived as fair and workable because of the extensive welfare benefits and
policies that ensure progressive redistribution of income.

This book examines to what extent, and by what means and mechanisms, the
high labour standards and relatively equal income distribution, facilitated by
high employment rates and social protection, have contributed to sustaining a high
rate of economic growth. As Denmark has a relatively open economy, growth
is largely dependent on competitive exports and export-oriented enterprises.
Likewise, it is of particular interest to learn how Denmark has succeeded in
sustaining its competitiveness with high standards of labour and social protection.
The conclusion is that such standards are not only a consequence of economic
growth, but also an essential basis for growth and competitiveness.

In this respect, social protection and social dialogue have played a dynamic role
in sustaining Denmark’s decent work achievements. Social protection stimulates
savings, sustains aggregate demand through more equal income distribution and,
by cushioning business cycles, makes possible high employment rates, particularly
of women, upholds high labour productivity, and facilitates technological, social
and economic change by ensuring income and social security of workers and their
families. At the same time, social dialogue on economic, social and labour policy
choices ensures a high degree of coherence in policy-making in the face of
competing demands on limited resources,

Denmark is of special interest in relation to the manner in which economic and
social problems are confronted and solved. Of course, as in most other countries,
there have been problems linked to global competition, business cycles, periods
of higher than average unemployment, inflationary pressures and the high costs
of social protection. Denmark was afflicted by such problems from the early 1970s
to the early 1990s. By the late 1990s, however, the country had by and large
managed to overcome them. New, innovative labour market policies were put in
place. The welfare state was reformed and now seems more solidly entrenched
than ever. It has proven resilient and viable in an era of rapidly advancing
globalization that poses particular threats to smail and open economies. Social
dialogue and collective bargaining have undergone major changes while remaining
true to their original principles, resulting in their greater strength.

The above remarks do not imply that all is well in Denmark. The Decent
Work agenda is a dynamic one. First, sustaining the present levels is a challenge
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in irself, especially in a small open economy exposed to a volatile world
market. Second, new challenges and new demands emerge continuously in
all of the areas mentioned above. The ageing Danish population poses
fundamental challenges to the labour market and the welfare system; new
demands are placed on gender equality and on occupational safety and health.
particularly in relation to high-intensity work; the effectiveness of active labour
market policies 1s continually tested, as well as the ability of the social partners
to respond to competing demands. Mention must also be made of global
concerns such as sustainable development and the use of alternative non-fossil
energy sources, in which Denmark is very active.

By looking at Denmark one can capture salient features of the employment
policy debate within the European Union (EU). This policy seeks to create
more and better jobs. The Treaty of Amsterdam and the Jobs Summit of 1997
in Luxembourg laid the basis of an agreement on a European Employment
Strategy, with European-wide guidelines (on employability, entrepreneurship,
adaptability and gender equality), and a national action planning process
involving the monitoring of commonly defined quantified employment targets.
They also underscored the role of the social pariners in designing labour market
policies that combine flexibility and security. In tandem with Europe’s
transition to a knowledge-based economy, the European Council meetings
in Nice in 2000 and Stockheolm in 2001 stressed the need to raise the quality
of work throughout Europe. They called for improvements acrass several
dimensions of quality in work: a good working environment for all; equal
opportunities and gender equality; flexible work organization that allows for a
better balance between work and personal life; lifelong learning; health and
safety al work; and employee involvement and diversity at work. These
concerns accord with the ILO’s Decent Work paradigm. The European
Commission has proposed to undertake periodic “quality reviews™ to ensure
that Member States’ employment and social policies are designed to achieve the
standards of the best performers. This report addresses these concerns and
represents a contribution to wider EU/ILO collaboration in promoting policies
and action for decent work for all women and men.



WORKING AND LIVING CONDITIONS 1
IN DENMARK: THE STATISTICAL
INDICATORS

This chapter provides a statistical portrait of Denmark. Social and economic
indicators for Denmark are assessed and compared with those of other indus-
trialized countries. In so far as the availability and comparability of data allow,
one or several countries performing best on each of the indicators are taken as
the reference, together with the 15 member countries of the European Union
(EU-15), 20 member countries of the Organisation for Economic Co-operation and
Development (OECD), and the United States (being the largest OECD member
country). This benchmarking illustrates where Denmark stands, in absolute and
relative terms, with regard to the strategic objectives of decent work, including
basic worker rights and international labour standards, employment and income,
social protection and social dialogue. For each indicator, the most recent data
available are used.

The statistical information used in this report comes from various sources,
including the Bureau of Labour Statistics of the United States Government,
Eurostat and the European Commission, the European Foundation for the
Improvement of Living and Working Conditions, the 110, OECD, and
Statistics Denmark, all of which collect and process data from primary national
sources.

Unless otherwise indicated, the figures concerning the OECD-20 group
refer to the unweighted average of the industrialized OECD countries, barring
Luxembourg and Iceland. These two countries were omitted because of their
small size and because for many indicators they are outliers in the distribution
of values. The 20 OECD countries are: Australia, Austria, Belgium, Canada,
Denmark, Finland, France, Germany, Greece, Ireland, ltaly, Japan, Netherlands,
New Zealand, Norway, Portugal, Spain, Sweden, the United Kingdom and the
United States.
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Indicators of decent work

Labour force participation

In 2000, four-fifths of the Danish population of working age were in the
labour force. The labour force participation rate was exactly 80.0 per cent
of the population aged 15-64 years, (see figure | on page 12). This was higher
than the rate for the United States (77.2 per cent), and 10.5 percentage points
above the mean rate for the EU-15. The rate for women in Denmark was
75.9 per cent, which was the second highest EU figure after Sweden (which
registered 76.4 per cent for its population aged 16 to 64 years) (OECD,
200 1a).

Employment

More than three-quarters of Danes of working age are employed. In 2000, the
employment to population ratio (or employment rate), i.e. the proportion of
the population aged between 15 and 64 years who were employed. was 76.4 per
cent. Since 1994, this rate has risen by 3.7 percentage points. Denmark’s
employment rate is by far the highest among the member countries of the
European Union. It is nearly 13 percentage points above the EU-15 average rate
of 63.6 per cent. Moreover, Denmark had the second-highest level of employ-
ment in the OECD-20, onty Norway's being higher at 77.8 per cent (population
aged 16-64 years). Sweden and the United States followed with 74.2 per cent
and 74.1 per cent, respectively.

The employment rate for men was 80.7 per cent in 2000. the employment
rate for women 72,1 per cent (see figure 2 on page 12). Only in Norway and
Sweden (74.0 and 72.3 per cent respectively, population aged 16-64 years)
was a higher proportion of women employed than in Denmark. The average
employment rate for women for the EU-15 group was 53.9 per cent, that is 18.2
percentage points below the Danish rate,

Denmark already substantially exceeds the target employment rates set for
2010 by the European Council at its Summit Meeting in Lisbon in 2000 (an
overall employment rate of 70 per cent, and for women of 60 per cent).

The employment rate for young people in the age group 15-24 years was
67.1 per cent. Again, this is the second-highest rate among the industrialized
couniries after the Netherlands, where the figure for 2000 reached 68.4 per
cent. It compares with an average of 40.8 per cent for the EU, and 47.4 per cent
among the OECD-20 countries. An even greater difference is found in the
employment rate of young women: 64.0 per cent in Denmark and an average of
36.7 per cent in the EU (OECD, 2001a).
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The employment rate for older workers, in the age group 55-64 years,
was 54.6 per cent in 2000, The average EU rate was 38.5 per cent.

Part-time employment

In 2000, 15.7 per cent of Danish employees worked part time, i.e. less than 30
hours per week in their main job. This rate is lower than the average of 16.3 per
cent for the EU-15, but higher than the OECD average of 15.3 per cent and the
United States rate of 12.8 per cent. In the industrialized countries, part-time
employment ranges from 5.4 per cent in Greece to 32.1 per cent in the Netherlands.
In the same year, 23.5 per cent of employed women in Denmark worked part time,
against 8.9 per cent of employed men (OECD, 2001a} (sce figure 3 on page 13).

In contrast to most other countries, part-fime employment in Denmark fell
during the 1990s. ln fact, it is the only country that has seen a marked
reduction. The proportion of part-timers was 19.2 per cent in 1990. The part-
time rate among women dropped by 6.1 per cent, accounting for a large part of
the overall decline. The reasons are presumably linked to higher employment
and reduced working time,

The level of part-time work (defined as less than full-time work} in Denmark
is higher according to Eurostat sources (21.7 per cent in 20(X)), but the decline over
the 1990s is confirmed by this source (Eurostat, 2001).

In 2000, 13.6 per cent of part-time employment in Denmark was rated as
“involuntary”, meaning that the jobholder would have preferred a full-time
post. The rate is below the EU-15 average of 15.8 per cent, but there are countries
with percentages as low as 3.5 per cent (Netherlands} and 9.7 per cent (United
Kingdom) (Eurostat, 2001).

Eurostat provides data on the reasons why workers are in pari-time employ-
ment. Of those who held part-time jobs in Denmark in 2000, 45.9 per cent were
not seeking a full-time job because of family or other reasons (EU-15: 59.3 per
cent}, 34.7 per cent did not work full time because they were engaged in
education or training (EU-15: 10.8 per cent), and 4.1 per cent preferred part-
time employment for reasons of illness or disability (EU-15: 2.8 per cent)
(Eurostat, 2001),

Fixed-term employment

The proportion of workers in Denmark with employment contracts of limited
duration was [0.2 per cent in 2(N0Q. This compares with a mean of 13.4 per cent
tn the EU-15. The rate for women was 11.7 per cent and for men 8.8 per cent
{Eurostat, 2001).
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Unemployment

In 2000, approximately one worker in every 20 in the Danish labour force was
unemployed. Using an internationally standardized measure, the aggregate
unemployment rate stood at 4.7 per cent. In comparison, the average rate in the
EU-15 was 8.3 per cent, and in the OECD-20, 6.6 per cent. Thus, Denmark is
among the countries with comparatively low unemployment. Japan is at the
same level as Denmark, while lower unemployment levels were recorded in the
Netherlands (2.8 per cent), Norway (3.5 per cent), Austria (3.7 per cent), the
United States (4.0 per cent), Portugal and Ireland (both 4.2 per cent) (OECD,
2001a) (see figure 4 on page 14).

The Danish unemployment rate was reduced by half during the 1990s. It has
come down from 10.2 per cent in 1993 to less than 5 per cent in 2000. After
Ireland and the Netherlands, Denmark was the next best performer in reducing
unemployment in the 1990s.

The unemployment rates for men and women were 4.0 per cent and 5.0
per cent respectively in 2000. The unemployment rate for young workers, in
the 15-24 year age group, was 6.7 per cent. compared with 15.6 per cent in the
EU-15 (OECD, 2001a}.

The long-term unemployment rate came down to 1.0 per cent in 1999,
from 2.9 per cent in 1991. The EU-15 average rate was 3.6 per cent, with
less than 1 per cent in Luxembourg (0.8 per cent) (ILO, 2002). The incidence
of long-term unemployment (12 or more months) as a percentage of total
unemployment was 20.0 per cent in Denmark in 2000. compared with an
average of 46.6 in the EU-15 and 31.4 in the OECD (OECD, 2001a).

The unemployment rate among foreigners is higher than among nationals.
In 2000, the unemployment rate of nationals was 4,3 per cent (8.2 per cent in the
EU-15), but 13,5 per cent for non-nationals (Eurostat, 2001). However, the
unemployment rate among foreigners has also declined since the mid-1990s. In
2000, the propartion of foreigners in the total labour force was 5.4 per cent
(Statistics Denmark, 2000),

Inactivity

The inactivily rate in the labour market is defined as the percentage of the
population aged 25 to 54 years that is neither working nor seeking work (i.e. is
not in the labour force). People in this age group are generally expected to be in
the labour force, as they have normally completed their education and have not
yet reached retirement age. If they are inactive, then they either cannot find jobs
for economic reasens, or they prefer to stay out of the labour market. Thus, the
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inactivity rate in the “primary ™ age labour force provides important information
supplementary to the employment and unemployment raies.

In 1999, Denmark’s inactivity rate stood at | 1.8 per cent, the second-lowest
rate in the OECD after Iceland (see figure 5 on page [5). The other Nordic
countries follow Denmark: Sweden 12.0 per cent; Finland 12.3 per cent; and
Norway 12.4 per cent. The unweighted average inactivity rate for the EU-15 in
1999 was 17.6 per cent, and 17.1 per cent for the OECD-20 (ILO, 2002).

Educational and vocational training

In 1999, 80 per cent of DPenmark's labour force aged 25 to 64 years had completed
at least upper secondary education, 20 per cent had completed type B tertiary
education (in ISCED-97 levels) and 7 per cent type A tertiary education (see figure
6 on page 15). These educational attainments ranked the country in fifth, first,
and penultmale position, respectively, among 20 OECD countries (OECD, 2001b).

Data for the annual mean number of hours of joh-related education and
training per adull are available for 11 OECD countries for the mid-1990s.
With 91 hours, Denmark had the highest level shead of New Zealand with 68
hours. The arithmetic average for the sample countries is 43 hours.

In a survey of the EU-15 undertaken in 1999, one question asked how many
in the adult labour force (25-64 years) had participated in education and
training in the previous four weeks, The proportion for Denmark was 20 per
cent, second-highest after Sweden (26 per cent). The average for the EU was 8
per cent (Eurostat, 2001).

In 2000, 49 per cent of Danish employees undertook training paid for or
provided by their employer. The highest proportion was recorded in Finland (55
per cent), while the EU-15 average was 33 per cent (European Foundation, 2001).

Participation of Danish youth in education is high. The proportion of
15-24-year-olds in education reached 70.9 per cent in 2000}, the second-highest
level in the EU after the Netherlands (71.7 per cent), and above the EU-15
average of 64.1 per cent. The rate for women in this age bracket was 72.3
per cent in Denmark. higher than in all other countries in Europe (EU-15
average: 65.4 per cent). Only 13.1 per cent of young Danes aged 25-34 years
had stopped their education at lower secondary level (level 1). This figure is
among the lowest rates after Norway (7 per cent), the United Kingdom (10.5
per cent), and Sweden (12.8 per cent), and well below the mean EU-15 rate of
25.9 per cent (Eucostat, 2001).

Total public expenditure on education as a percentage of GDP in
Denmark reached 6.8 per cent in 1998, the highest rate in the EU-15 with an
average rate of 5.1 per cent (OECD, 2001b).
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Working hours

In 1999, the average collectively agreed weekly working ime was 37 hours in
Denmark and the Netherlands, among the lowest in Europe. The average weekly
working time in the EU-15 was 38.6 hours (EIROnline).

In 2000, the Danes worked on average 36.1 hours per week (hours usually
worked), compared with an average of 37.8 hours in the EU-15 {see figure 7 on
page 16). Those who worked full time spent on average 40.6 hours at the
workplace. This was over one hour less than the average in the European Union
(41.7 hours). For those working part time, the average weekly hours were 13,7
for men and 21.8 for women, or an average of 19.8 hours (Eurostat, 2001).

The proportion of Danish employees engaged in night work is among the
lowest in Europe. In 2000, 16 per cent of the Danish workforce reported that
they worked at least one night per month. Only Ttaly and Portugal (both 15 per
cent) had lower rates. The EU average stood at 19 per cent (European
Foundation, 20010). In 2000, 6 per cent of Danish employees were usually on
shift work (EU-15: 12.7 per cent), and 19.5 per cent of the employed usually
performed Sunday work (EU-15: 11.4 per cent) (Eurostat, 2001).

The average number of annual working hours recorded in Denmark in
1998 was 1,527. This was the fourth-lowest recorded in the OECD countries
after the Netherlands (1,368), Norway (1,444) and Austria (1,515). By
comparison, the figure for the United States was 1.833. The unweighted
average figure for the EU-15 was 1,641 hours and for the OECD-20 1,665
hours (Scarpetta et al., 2000).

Danish workers are entitled to 25 days (or 5 weeks) of paid annual leave
{excluding national holidays) under the law, the same as in France, Sweden and
Spain. The average amount of paid annual leave was 30 days in 2000. By
comparison, statutory and average of collectively agreed entitlements were
respectively 20 and 29.2 days in Germany, and 24 and 215 days in Sweden
(EIROnline, working time developments, annual update. 2000).

Level and growth of wages

In 2000. the hourly compensation cosi for production woerkers in manufacturing
in Denmark was US$20.44. This represented 88.9 per cent of the compensation
cost in Germany (the highest in the world), but was still 10.5 per cent higher than
the average for the European countrics and 2.9 per cent above the level in the
United States {Bureau of Labor Statistics, 2000a).

Nominal hourly earnings in the manufacturing sector grew at an average
annual rate of 3.8 per cent between 1989 and 1999. In the 1980s, nominal
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growth averaged 7.2 per cent. Real wages grew by 1.6 per cent in the 1990s
and 0.3 per cent in the 1980s (OECD, 2000a) (see figure 8 on page 17).

Wage and income distribution

Unfortunately, internationally comparable data on wage and income distribution
are available for only a limited number of countries and years. Nevertheless, the
information available shows that Denmark is among the countries with the
highest income equality.

The most common indicator for dispersion of income is the Gini index. Its
value for Denmark was 24.7 in 1992, the latest year for which it was computed.
Only one aftluent country, Austria, was more egalitarian than Denmark. The
index for Ausiria (measured in 1987) was 23.1. The value for Sweden was 25.0
(1992), the United Kingdom 36.1 (1991), and the United States 40.8 (1997)
(UNDP, 2001).

In 1996, the Gini coefficient of inequality of net equivalent market income
for Denmark was 0.43, the lowest value of a group of 13 EU countries
{excluding Sweden and Finland). By comparison, Ireland and the United
Kingdom had values around 0.52. Taking into account the effects of social
benefits, Denmark arrived at a Gini coefficient of disposable income of (.23,
by far the lowest value of the group. The mean value for the EU-13 was 0.31.
In no other country was the redistributive effect of social income as strong as
in Denmark (Eurostat and Evropean Commission, 2001},

The relatively high eguality of income in Denmark is also mirrored in the
proportions of income of the bottom and top quintiles of the population (see
figure 9 on page 17). The proportion of total income of the botiom guintile was
11 per cent in 1996 (EU-15: 8 per cent). The values for the top quintile were 33
and 39 per cent respectively. The ratio of the proportion of total national income
received by the top 20 per cent of the population to the bottom 20 per cent
(80720 ratio) is 2.9 in Denmark, the lowest value in the EU-15 where the
average is 5.2 (Eurostat and European Commission, 2001),

A further indicator of distribution of household income 1s the proportion of
employed persons working full time, year round, and earning less than
two-thirds of median earnings. This measure is available for 12 OECD
countries for one year only, 1993, Denmark’s value on this indicator is 9.6 per
cent, which is the second lowest level after Belgium (9.1 per cent). The largest
values were found in the United Kingdom and the United States, with 21.0 and
26.3 per cent respectively (OECD, 1998a).

Minismum wages in Denmark are tixed by collective agreement. In 1997,
the ratio of the minimum wage (exceeded by 95 per cent of wage earners) to

1
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Figure 1

Labour force participation rate, 2000
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Figure 2 Employment rate, 2000
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Figure 3  Total part-time work as a percentage of total employment (A)
and part-time work of women (B), 1980 and 2000
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Figure 4  Unemployment rates as a percentage of the labour force, 2000
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Figure 5 Inactivity rate, 1999
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Figure 8 Level of educational attainment in the labour force, 1998
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Figure 7  Annuat and weekly average working hours, 1998 and 1999
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Figure 8 Annual percentage change in real hourly earnings in manufacturing,
1989-99
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Figure 9  Relative shares of total income in Denmark and the European Union,
1996
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the average manufacturing wage was 53 per cent. This compares with 46 per
cent in France, 45 per cent in the Netherlands, 31 per cent in the United States
and 28 per cent in Japan (Danish Government, 2000, p. 337). Other sources
show higher minimum to average wage ratios (for instance, for 1999 the Danish
Confederation of Empioyers estimated a minimum wage of 68 per cent of the
average wage in the manufacturing sector), but the relative differences between
countries remain approximately the same (OECD, 1998a).

Denmark is among the countries with comparatively few people living in
poverty. In the period 1993-95, 4.7 per cent of the Danish population had an
equivalent household disposable income of less than 50 per cent of the
median equivalent household income (defined as relative poverty), the lowest
incidence among the EU and OECD countries included in the panel. The
European average stood at 11.7 per cent, with 12.1 per cent in Germany and the
United Kingdom, and 12.0 per cent in Spain. In Denmark, 9.1 per cent were
poor at least once in this period, compared with 19.2 per cent in all European
countries. Those who were always poor amounted to 0.8 per cent in Denmark
and 3.8 per cent in other countries (OECD, 2001a).

En 1996, 11 per cent of the population in Denmark had an income less than
60 per cent of the national median equivalent. This was the lowest rate among
the EU-15 countries, with an average of 17 per cent (Eurostat and European
Commission, 2001).

In 1996, according to the Eurostat Community Household Panel, the
poverty rate among jobless households in Denmark was 16 per cent. This
was the lowest rate among the EU-15, with an average rate of 50 per cent
{Eurostat and European Commussion, 2001).

Occupational safety and health

In 2000, 64 workers died in or as a consequence of a work accident in Denmark.
The rate of fatal occupational injuries was 2.0 per 100,000 employees. The
average rate for the period from 1993 to 2000 was 2.8 per 100,000 (Eurostat and
European Commission, 2001).

In 2000, the rate of non-fatal (temporary and permanent) injuries was
1,623 per 100,000 workers per year, i.e. approximately 1.6 per cent of the labour
force was affected by an accident. The average rate in the period 1993-2000 was
1,831 per 100,000. Other countries in Europe apply somewhat different
measures of occupational health. Nevertheless, Denmark is among the countries
with the safest workplaces (Eurostat and European Commission, 2001).

In 2000, 9 per cent of the labour force reported absences from work caused
by work-related health problems. This figure was the same as the average for
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the EU-15. The range in the EU was from 18 per cent in Finland to 4 per cent
in Portugal (European Foundation, 2001).

Social protection and welfare

In 1998, 2.2 million Danes (of which 1.24 million were women), or slightly over
40 per cent of the total population, received some Kind of public income transfer
payment (Statistics Denmark, 2000). The average amount of benefits was 69,000
Danish crowns, or US$8,000. Taking only full-time equivalent public income
transfer beneficiaries, the figure was 1.6 million people, or 30.2 per cent of the
population. Some 28 per cent of all income transfer recipients are receiving
temporary benefits, with the bulk of permanent benefits going in the form of old-
age pensions. Transfers directly linked to unemployment or employment
benefits concern 13 per cent of all beneficiaries (table 1).

Denmark provides very good protection to unemployed persons. Unemploy-
ment benefits are provided up to a level of 90 per cent of the previous wages
for up to four years. However, there is a ceiling to the compensation, so that
only the low-income groups reach the 90 per cent income replacement level. In
1997, the net compensation rates for an average industrial worker were 63 per
cent for a single person, 67 per cent for a married couple, 75 per cent for a
single parent with two children, and 77 per cent for a couple with two children.
In addition, unemployment benefits are not fully taxed. In Sweden, the range
was from 72 to 90 per cent, in Finland from 60 to 84 per cent. The average
income replacement rate for unemployment benetits in Denmark was estimated
at 70 per cent, while the average for the EU-15 was 60 per cent and for
OECD countries 58 per cent. Sweden had a rate of 75 per cent, Spain and
Switzerland 73 per cent. Denmark had the longest duration of benefit payment.
In terms of the percentage of unemployed workers receiving benefits, Denmark
ranked third after Sweden and Spain (OECD, 1999). About 85 per cent of
the unemployed in Denmark are covered by unemployment insurance
(Madsen, 2001).

In contrast to the highly developed income protection for the unemployed,
the statutory provisions for employment protection in Denmark are compar-
atively moderate. When an employment contract is terminated, the average
period of notice is 1.8 months after 9 months of employment with the same
employer; 3 months notice after 4 years of employment; and 4.3 months notice
after 20 years of employment. On average, severance pay is provided only after
20 years of employment at an average rate of 1.5 months’ salary. However,
notice periods and severance pay vary according to collective agreements and
individual contracts. By comparison, after 20 years of employment, the
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Table 1 Percentage distribution of full-time equivalent income transfer
recipients by type of benefit in Denmark, 1998

Benefits Percentage
Temporary 27.62
Unemployment 9.01
Sickness 3.12
Maternity 2,16
Cash benefit 5.68
Rehabilitation 1.35
Local employment scheme 2.58
Public employment service 1.44
Leave 2.28
Permanent 72.38
Old-age pension 43.98
Early retirement pension 16.92
Early retirement pay 11.48
Total 100.0¢

Source: Statistics Denmark, 2000

mandatory severance pay amounts to 12 months’ salary in Spain, 18 months in
Italy and 20 months in Portugal (OECD, 1999).
The pension system in Denmark coensists of four pillars;

{1)a tax-financed public old-age pension independent of years of employment
and previous income; in 1998, it covered Y9 per cent of those of pension age;

(2) a supplementary pension based on years of employment (the labour market
supplementary pension fund), mandated by law and financed by the
contributions of employers (two-thirds) and employees (one-third);

(3)an income-based labour market pension regulated through collective
agreements; these cover 63 per cent of pensioners; the pension funds are
administered by the social partners, particularly the trade unions;

(4) private pension schemes, covering 34 per cent of those of pension age.

Old-age pension is payable to people aged 67 years and over; this will change
to 65 yeuars and over as of 2004. Most pensioners are entitled to the first three
benefits, with a growing percentage also benefiting from a private pension scheme.

The public old-age pension consists of a basic rate and a pension supple-
ment. On 1 January 2001, the basic monthly rate was 4,260 Danish crowns
(i.e. US$500), and the pension supplement 4,290 crowns.

20



Working and living conditions

Semi-retirement pensions may be paid to wage earners and self-employed
people between the ages of 60 and 65 years, who reduce their working hours,
but remain in active employment, with permanent residence in Denmark.

Recipients of public old-age pensions and early retirement pensions may be
granted individual supplements for health care and heating, as well as housing
subsidies and child benefits.

Sickness benefits in Denmark are paid for 52 weeks in any one-and-a-half-
vear period (but can be extended under special circumstances). There is no
qualifying day for receiving the compensation. This compares with an unlimited
duration of benefit payment in Sweden, 78 weeks in any three years in Germany,
52 weeks in the Netherlands, and 28 weeks in the United Kingdom. There is one
qualifying day in Sweden, none in Germany, two days in the Netherlands, and
three days in the United Kingdom. In Denmark, full or nearly full wage payment
during illness is provided for by collective agreements. It is estimated that
between 60 and 65 per cent of employees enjoy full pay when on sick leave.

In an OECD survey of citizens’ satisfaction with national health services, 90
per cent of respondents in Denmark said that they were “highly or very satisfied”,
This was the highest percentage among the EU countries (OECD, 1998d).

Women are entitled to 14 weeks of maternity leave from work, of which
two weeks are compulsory. Fathers are entitled to up to four weeks’ paternity
leave. One of the parents is entitled to up to 10 weeks of parental leave. Public
sector employees receive full wage compensation during maternity or parental
leave as part of their collective agreements. Some collective agreements in the
private sector also grant compensation.

Childcare leave for persons with children aged up to 8 years is granted
cither as a statutory or collective agreement benefit to wage earners, and those
wha are self-employed or unemployed. The self-employed can benefit only
from the statutory provisions. For children up to 1 year of age, each parent has
an individual right to a minimum of eight weeks, and a maximum of 26 weeks’
leave. For children over | year, the maximum is 13 weeks. Wage carners have
the option to negotiate additional leave with their employer, although the total
leave period can never exceed 52 weeks. During childcare leave the parent is
entitled to a benefit amounting to 60 per cent of the highest unemployment
benefit.

In the event of total disability, and hence complete loss of working
capacity, Denmark and Sweden have a very high replacement rate for single
people on average incomes.

BPenmark has a comprehensive social assistance (cash welfare benefits)
scheme, which provides an economic safety net for people who are unabie to
support themselves. The amount of social assistance depends on the household
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income and the individual’s capital. The maximum rate is 10,243 crowns per
month. In all the Nordic countries, the index of average net social assistance
benefits after housing costs exceeds 120 per cent of per capita GDP, whiie the
proportion of recipients in the national population is between 3 and 10 per cent.
In particular, social assistance includes subsidies to families with children,
provision of publicly funded childcare services, and services for the elderly.
However, social assistance benefits are conditional, when applicable, on partici-
pation in labour market training and rehabilitation programmes.

In 2000, recipients of social transfers (as main income) amounted to 22.5
per cent of the working-age population (Madsen, 2001). They had reached a
maximum of 26 per cent in 1995. The largest share of the transfers were in the
form of disability benefits, followed by compensation under the early retirement
scheme and the unemployment benefit scheme. The numbers of people on long-
term sick leave or on early retirement have been increasing in Denmark and
other Nordic countries. This can be linked to changes in working life, especially
stress at work, as well as to financial incentives linked to early retirement. The
fact that fewer people are staying in work until the statutory retirement age, at a
time when the population is ageing rapidly, has become a serious concern in
Nordic and other European countries (Gabriel and Liimatainen, 2000).

Taking all publicly mandated welfare provisions together, total public social
security expenditure reached 33.0 per cent of GDP in 1996 (figure 10). This
includes expenditure on pensions, health care, employment injury, sickness,
family assistance, housing and social assistance in cash and kind. Denmark had
the second highest level of social spending in the OECD, behind Sweden (34.7
per cent) and ahead of Finland (32.3 per cent) and France (30.1 per cent).
Between 1985 and 1996, social expenditure in Denmark increased by 7.1
percentage points, At the bottom of the distribution among the affluent countries
are the United States, Australia and Japan, which in the mid-1990s spent
respectively 16.5, 15.7 and 14.1 per cent of their GDP on social welfare. The
Danish expenditure level is far above the unweighted average of 24.0 per cent
for the OECD-20 countries, and 26.2 per cent for the EU-15. The percentage of
Danish GDP spent on pensions was 9.6 per cent, and on health care 5.2 per cent.
Total social security expenditure represented 52.5 per cent of total public
expenditure (ILO, 2000).

Employee social security contributions, as a percentage of wages, were
10 per cent in Denmark, close to the averages of the OECD-20 (8.9 per cent)
and of 14 EU countries (10.7 per cent).

Employer social security contributions in Denmark, as in Australia and
New Zealand, were nil in 1997, This compares with an average of 14.8 per cent
in the OECD-20 and 18.9 per cent in 14 EU countries (QECD, 1998b).
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Figure 10 Total public social security expenditure as a percentage of GDP,
mid-1990s
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Gender equality

Gender equality here refers to the relative opportunities of women and men in
the labour market along the following dimensions: (1) access to education,
training and employment; (2) access to particular job positions in specific
occupations and sectors; and (3) ranking in terms of occupational status,
promotion opportunities, earnings and social security coverage. Indicators of
“horizontal” and “vertical” labour market segregation measure the gap between
women and men on the latter two dimensions.

Women'’s educational level in Denmark is nearly as high as that of men.
The proportion of the population aged 2564 years that had completed at least
upper secondary education in 1999 was 76 per cent for women and 83 per cent
for men. The OECD averages were respectively 58 and 63 per cent. However,
for the age group 25-34 years, the proportion of women, at 87 per cent, was
only one percentage point lower than for men. Some 27 per cent of women and
26 per cent of men in the 25-64-year age group completed at least tertiary
cducation, against 21 and 23 per cent on average in the OECD (OECD, 2001h).

Labour force participation of women and men has steadily moved
towards convergence over the past 40 years. In 1960, virtually all men of
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working age were in the labour force, whereas the rate for women was just 43.5
per cent. By 2000, the rate for men was 84 per cent, and for women 75.9 per
cent (figure 11). Between 1981 and 1999, the difference in activity rates shrank
trom 14 to 8 percentage points. In 1998, the proportion of women in the total
labour force (aged 15 years and above) reached 46.3 per cent.

The employment rate of women was 72.1 per cent in 2000, among the
highest in Europe, but still 8.6 percentage points less than that for men. The
unemployment rate for women was 5.0 per cent, compared with 4.0 per cent for
men. The full-time equivalent employment rate of women in the EU is closely
correlated with the employment rate of women in personal and social services.
Denmark sco