
 

Employment Relations  
Research Centre  

Department of Sociology  

University of Copenhagen 
 

Forskningscenter for  

Arbejdsmarkeds - og  
Organisationsstudier 

Sociologisk Institut  

Københavns Universitet  
 

      Øster Farimagsgade 5   
P.O. Box 2099  

DK - 1014 Copenhagen K 
Tel: +45 35323299 

Fax: +45 35323940 

faos@sociology.ku.dk  
www.faos.dk  

 

 

The Danish Flexicurity Model 
The Role of the Collective Bargaining System 

Søren Kaj Andersen & Mikkel Mailand  

September 2005 

Compiled for the Danish Ministry of Employment 

 

 

 

 



 

 2 

 

Executive Summary 
The Danish labour market is as flexible as the British, while at the same time 
offering employees the same level of security as the Swedish. These character-
istics of the Danish labour market have been confirmed time and again by a 
number of international studies in recent years. In Denmark you can find flexi-
bility plus security = flexicurity.  

Flexible rules of employment, active labour market policies with the right 
and duty to training and job offers, relatively high benefits and a favourable 
business cycle lasting a decade have repeatedly been offered as explanations for 
this development. However, the collective bargaining system needs to be in-
cluded to fully understand the development of flexicurity in the Danish labour 
market. Actually, efforts to combine flexibility for enterprises and security for 
employees can be traced back to the beginning of the collective bargaining sys-
tem a 100 years ago. “Security” is here to be understood in the broadest sense, 
as regulation that gives the employees security for employment and income ir-
respective of developments on the labour market (e.g. rising unemployment) or 
developments in the employee’s own situation (e.g. illness). “Security” is thus 
very much about the employees’ feeling of general, overall security.   

Flexibility is above all evident in the collective agreements’ rules and 
regulations on dismissal, which gives Danish regulation a ranking as highly 
flexible by international standards. Studying the development in the agreements 
over the years on this issue, it can be demonstrated that their basic content has 
remained constant for several decades. The new regulation that has been added 
on hiring and firing is a consequence of EU regulation.  

A new and extended flexibility can be found in the organisation of work, 
overtime etc. Over the last ten years, the scope for shop stewards and manage-
ment to draw up local agreements on working-time issues has been systemati-
cally expanded. As long as negotiations at plant level take place within the 
framework agreements agreed on at the central level,  both employers and em-
ployees have agreed to decentralise the bargaining authority. This decentralisa-
tion is a precondition for the flexibility achieved in this area.  

The possibility of negotiating wages at the local level has existed in the 
metalworking industry ever since the start of its collective bargaining history. 
Hence, in the manufacturing sector the possibility of paying wages related to 
performance or results is, in principle, unchanged. But the scope for local wage 
negotiation has increased with the decentralisation of the bargaining system.   

The rules on continuing/further education and training started to be in-
cluded in the agreements in the early 1990s. This can be seen as a development 
that contributes towards functional flexibility, i.e. the potential for employees to 
perform several and various functions in the same enterprise. Provided the em-
ployees receive a sufficiently broad upgrading of skills, continuing/further edu-
cation and training also help increase labour market mobility in general. That 
the education and training issue is given a prominent place in the bargaining 
process can be interpreted as an expansion of the scope of collective bargaining 
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– that is, adding new issues, such as e.g. education and training, to the tradi-
tional issues covered by collective bargaining.      

The collective bargaining system also provides security - and this is per-
haps the most important aspect of its contribution to employment security - by 
making sure there are jobs to be had. Since the late 1980s, it has been the de-
clared goal of the social partners to secure both the competitiveness of the en-
terprises and the employment of the employees. For the trade unions, the order 
of priority at subsequent collective bargaining rounds has been ‘job feast over 
wage feast’.    

As a consequence of the expanded scope of the bargaining agenda other 
forms of security have been included in the collective agreements. The estab-
lishment of the labour market pension system is a central example. The pension 
schemes secure income beyond the active working life. Another example is So-
cial Chapters and other initiatives aimed at employees with diminished work 
capacity. These arrangements increase the job security for certain groups of dis-
advantaged employees. All in all, the expanding scope of the collective bargain-
ing issues over the last decade or so has added a number of new elements of se-
curity to the regulation, but it has also contributed towards increasing flexibility 
in the area of education and training.  

Danish labour market flexicurity is not only a result of the collective bar-
gaining system. The fact that the state both co-finances the unemployment 
benefit system and the active labour market policies is an important element in 
the aggregate Danish flexicurity model.  

With regards to the future role of the collective bargaining system in the 
further development of flexicurity, two aspects must be highlighted. Firstly, the 
ever-expanding decentralisation has led to more autonomy in plant-level bar-
gaining. This can lead to a weakening of the coordination between the central 
and the local bargaining levels. Will increased bargaining autonomy at plant-
level shift the balance between flexibility and security? And will a feeling of 
potentially greater insecurity among employees lead to demands that in effect 
reduce flexibility? 

Secondly, the expanding scope of bargaining issues constitutes a substan-
tial contribution to the particular balance between flexibility and security on the 
Danish labour market. An expansion of the scope of collective bargaining cre-
ates more opportunities for trade-offs - negotiated compromises -  between 
flexibility and security. However, is it necessary to continue to broaden the 
scope of issues in collective bargaining in order to secure the further develop-
ment of flexicurity on the Danish labour market? If so, which issues will be im-
portant to include in the bargaining process in order to add new dimensions to 
flexibility and security? 
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Introduction  
In an international perspective, the Danish labour market has been characterised 
by high employment, high labour turnover and relatively modest marginalisa-
tion. It is widely assumed that these good results can be ascribed to the particu-
lar Danish combination of flexible employment rules, active labour market poli-
cies with the right and duty to activation, and finally relatively generous unem-
ployment benefits.  In this age of globalisation it has within recent years be-
come clear that a country’s ability to maintain high employment depends on its 
ability to restructure and adapt production. In this context, the flexibility of the 
labour market is a crucial factor. The following will focus on the Danish collec-
tive bargaining system and the ways in which it helps provide flexibility for the 
enterprises and security for the employees – in short, flexicurity. It is often ar-
gued that the relatively high level of unemployment benefit and the active la-
bour market policy gradually developed over the last decade are the important 
elements which secure the balance existing today between flexibility and secu-
rity on the Danish labour market. Central is, however, the collective agree-
ments, where the social partners throughout the history of the bargaining system 
have negotiated where ‘the balance of compromise’ is, which can be accepted 
by both employers and employees.  

This article will therefore focus on the ways in which the Danish collec-
tive bargaining system has contributed towards the emergence of the specific 
flexicurity mode l that characterises the Danish labour market today. Stating that 
Danish employees enjoy relatively high security, compared to other countries, 
will hardly come as a surprise. In this respect Denmark is no different from 
other Scandinavian or continental European countries.  What has created a bit of 
a stir, however, is the fact that the Danish labour market is relatively flexible. 
This will be described in more detail in the next section. Thereafter, the precon-
ditions not only for the flexible regulation but also for the provision of security 
will be outlined. This section is thus about the collective bargaining system and 
the tradition for dialogue between the social partners.  After a short description 
of what flexicurity is, the main section of the text will describe and analyse how 
the collective bargaining system creates both flexibility and security, i.e. 
flexicurity, on the Danish labour market. Finally, the perspectives for further 
development of flexicurity will be discussed1.  

 
 

A flexible labour market 
A number of studies have been published in recent years with largely identical 
conclusions indicating that, in an international perspective, the Danish labour 
market is highly flexible.  
 

                                                 
1 This text is an abridged and revised version of the Danish text ”Flexicurity og det dan-
ske arbejdsmarked – et review med fokus på overenskomstsystemet”, published in  Fle-
xicurity – udfordringer til den danske model. København: Beskæftigelsesministeriet, 
2005. 
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Two relatively recent studies will be commented on here. The first is the World 
Bank’s Doing Business in 2004 - Understanding Regulation, which includes an 
index for the flexibility of national labour market regulation. Table 1 shows the 
ranking of the ten best-placed EU countries.  

As can be seen, Danish labour market regulation has top rankings with 
regards to flexibility of hiring, regulation of employment conditions and flexi-
bility of firing2. The column on the right ‘Employment Law’ sums up the three 
regulation areas – and here the Danish labour market is ranked as the most 
flexible amongst EU member states. Obviously, the possibilities for enterprises 
to achieve flexibility of employment conditions is a question that far transcends 
the borders of the EU, and it is worth noting that, in the World Bank’s account, 
including 130 countries from all continents, Denmark is ranked as the third 
most flexible labour market – a position shared with the Malaysian labour mar-
ket. Only USA and Singapore have more flexible regulation of their labour 
markets3.     

 
Table 1: Indexes on the Employment Regulation – The ten most flexible EU-countries, incl. Norway (index)  
 

Flexibility of hiring 
 

Conditions of employment 
 

Flexibility of firing Employment laws  

Czech Republic 17 Denmark 25 United Kingdom    9 Denmark 25 

Denmark 33 Norway 39 Austria 14 United Kingdom  28 

United Kingdom  33 Sweden 39 Denmark 17 Austria 30 

Austria 33 Austria 41 Belgium  22 Czech Republic 36 

Belgium  33 United Kingdom  42 Hungary 23 Norway 41 

Poland 33 Finland 43 Norway 25 Sweden 42 

Slovakia  34 Germany 46 France 26 Belgium  48 

Hungary 46 France 61 Czech Republic 27 Ireland 49 

Ireland 48 Italy 62 Ireland 30 France 50 

Nederlands  51 Czech Republic 63 Lithuania 31 Germany 51 

Note: Indexes range from 0 to 100, with higher values indicating more-rigid regulation. The Employment-laws index is the average of 
the flexibility-of-hiring, conditions of employment, and flexibility-of-firing indexes. 
Source: The World Bank (2003:36) 

 
The point here is that regulation in Denmark to a very large extent is through 
collective agreements. Thus, it could be argued that the above ranking of Den-
mark is in fact not a real expression of the flexibility of the Danish regulation, 
since these areas of labour market regulation are largely covered by the collec-
tive agreements. An exploratory question then must be how flexible the colle c-
tive agreements are in terms of hiring, firing and regulation of employment 
conditions?     

                                                 
2 'Hiring flexibility' describes access to part-time and fixed-term employment. The 
World Bank has chosen to emphasise on these two forms of employment, as they are 
expected to become more and more important (The World Bank 2003:30) 'Conditions 
of employment' relate to legal requirements concerning working time, paid holidays, 
paid leave and minimum-pay legislation. 'Firing flexibility' concerns the requirements 
for grounds for dismissal, dismissal procedures, terms of notice and severance pay.   
3 The World Bank 2003:36. 
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An indication of the extent to which the flexibility of the Danish labour 
market is limited by the collective agreements can be found in the OECD’s Em-
ployment Outlook 2004. It presents a so-called Employment Protection Legisla-
tion index, EPL index. In spite of its name, it not only includes relevant legisla-
tion but also collective agreements and other contractual relationships, together 
with the practice of the courts developed on this basis 4. 

 
        Table 2: The overall strictness of EPL in 2003 
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Protection of permanent workers against (individual) dismissal
Specific requirements for collective dismissal
Regulation on temporary forms of employment 

 
Source: OECD 2004a:72 
Note: Countries are ranked from left to right in ascending order of  the overall summary index. 

 
The OECD index deals with the overall 'strictness' of EPL, which roughly 
equals the degree of employment protection. It is based on three different ele-
ments: regulation of various forms of fixed-term contracts, protection of regular 
employees against (individual) dismissal and special requirements in connection 
with collective dismissals5. As can be seen in Table 2, Denmark is clearly 
placed in the share of the OECD countries with the lowest EPL level. In other 
words, with regard to the strictness of EPL Denmark is on the same level as 

                                                 
4 OECD 2004:62-76.  
5 Provisions concerning fixed-term contract and temporary work agencies are measured 
by the restrictions on the use of temporary employment by firms. The protection of 
permanent workers (individual) against dismissal is measured by a) difficulty of dis-
missal, i.e. the legislative definition of conditions under which dismissal is “justified”, 
b) procedural inconvenience, and c) notice and severance pay provisions. Specific de-
mands concerning collective dismissals refers to additional delays and procedures re-
quired which go beyond those applicable for individual dismissal (OECD 2004a:65). 
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countries like the Czech Republic, Japan and Hungary. It is remarkable that 
Norway and Sweden have a markedly higher degree of employment protection 
than Denmark.  

Altogether this indicates that the actual content of collective agreements 
on the Danish labour market does in fact limit flexibility, but that the Danish la-
bour market still ranks as one of the more flexible among the OECD countries. 
The same tendency is confirmed by two other, older studies. Grubb and Wells 
in their EPL index find that out of the then 11 EU members6 only the British 
regulation is less strict than the Danish, The same tendency appeared in the 
OECD’s Employment Outlook 19997. 

 

Trust-building based on voluntarism 
The Danish labour market has developed into one of the most flexible in all EU 
and OECD countries. However more importantly, concurrently with this deve l-
opment it has been possible to maintain and further develop ‘security’ for em-
ployees – and once again compared to other EU and OECD countries the level 
of security is relatively high. In order to understand how this balance between 
flexibility and security has developed in the Danish labour market, it is impor-
tant to point out some basic characte ristics of Danish labour market regulation.  

The Danish labour market is one of the most thoroughly organised labour 
markets in the world. Today the rate of unionisation is around 80%. Members of 
employers’ associations employ around 55% of private sector employees. The 
collective agreements settle wages and the main issues pertaining to working 
conditions. Today they cover just below 80 percent of all private sector employ-
ees. In the public sector labour market, the coverage is estimated to be 100%8 
The agreements run for two to four years depending on the conditions agreed 
upon within the specific sector. 

Inter-union rivalry and competition among employers’ organisations is 
fairly limited. Furthermore, due to organisational overlaps between the public 
and the private sector and common historical developmental trends, all sectors 
are encompassed within the same bargaining system or model. This system of 
organisations and dialogue may be described as a voluntary system, in which 
the mechanism for concluding collective agreements on wages and working 
conditions is underpinned by basic agreements. The Danish Parliament (Folke-
tinget) has passed very little formal legislation on recognition or regulation of 
trade unions and employers’ organisations. Accordingly, in Denmark we do not 
find a labour code or legislation enshrining the formal recognition of labour 
market organisations. Consequently, it is the right of association which is the 
cornerstone in the system of organisations and collective agreements governing 
the labour market. 

A key element in the basic agreements is that they stipulate reciprocal 
recognition by the opposing parties. This means a) that the trade unions recog-

                                                 
6 Grubb and Wells 1993:14 
7 OECD 1999:57 
8 DA, Arbjedsmarkedsrapport 2004. 
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nise the employers’ management prerogative, i.e. the right to manage and allo-
cate work, while respecting currently valid collective agreements and the spirit 
of co-operation, and b) that the employers accept the right of employees to or-
ganise and to establish collective representation. This reciprocal recognition can 
be characterised as the basis on which dialogue and cooperation have devel-
oped. Furthermore, the basic agreements contain rules on the procedures for 
concluding collective agreements, and for the scope and mode of the use of col-
lective industrial action, such as strike or lock-out. The rules also impose a 
peace obligation, which prevents the parties - in ordinary circumstances - from 
resorting to hostile action during the period of validity of the collective agree-
ments. 

Flexibility for the companies and security for employees is thus based on 
the ability of the collective bargaining system to function as an arena in which 
conflicts of interest in society can be resolved, thereby contributing towards 
stability in economic and political development. This capacity for releasing ten-
sion, defusing threatening situations and breaking crippling deadlocks has made 
the relationships between employers and trade unions a main pillar of the Dan-
ish welfare model. 

 

What is flexicurity? 
Obviously the concept ’flexicurity’ is a contraction of the words ’flexibility’ 
and ’security’. The concept has been defined in a number of ways, but by and 
large flexicurity denotes labour markets – or forms of labour market regulation 
– which at the same time manage to demonstrate or provide flexibility and secu-
rity. Even though it is possible to point at labour markets that for years have 
been characterised by flexicurity, the concept was first coined and gained wide 
recognition in the mid-1990s. This is probably no coincidence since the concept 
of flexicurity to a large extent matches the ambitions expressed in the Delors 
White Paper on growth, competition and employment from 1993 and the Euro-
pean Employment Strategy to create an economy that is both efficient and com-
petitive, but at the same time characterised by high employment, social security 
and inclusion.  

The definitions and understandings of what ’flexicurity’ is and includes 
vary a lot. Ton Wilthagen – from time to time in cooperation with Frank Tros 
and Harm van Lieshot – has argued for a definition of flexicurity which is ac-
companied by a number of demands 9. Firstly, flexibility and security must not 
be developed in isolation or by coincidence, but must be the result of deliberate 
and synchronised efforts. Secondly, flexicurity must also include disadvantaged 
groups on the labour market, whether they are covered by collective agreements 
or not, and must thus not focus exclusively on labour market insiders. On this 
background, Wilthagen and Tros propose a definition of flexicurity as a policy 
strategy consciously striving “to enhance the flexibility of the labour markets, 
work organisation and labour relations on the one hand, and to enhance security 

                                                 
9 Wilthagen 1998; Wilthagen et al. 2003; Wilthagen & Tros 2004. 
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– employment security and social security – notably for weak groups in and 
outside the labour market on the other hand”10. 

To analyse in more detail the direct and indirect ’trade-offs’ which form 
the basis of flexicurity, Wilthagen et al. identify four forms of flexibility and se-
curity respectively:  
 
Forms of flexibility  
• External numerical flexibility (the flexibility of hiring and firing) 
• Internal numerical flexibility (working hours, overtime, part-time work, 

etc.) 
• Functional flexibility (multi-employability, flexible organisation of work)  
• Wage flexibility (performance or result-based pay)  
 
Forms of security 
• Job security, the certainty of retaining a specific job with a specific em-

ployer 
• Employment security/employability security, the certainty of rema ining in 

work (not necessarily with the same employer) 
• Income security, income protection in the event that paid work ceases 
• Combination security, the certainty of being able to combine paid work 

with other social responsibilities and obligations. This last form of security 
cannot be traced back to the other forms of security. 11  

 
The following analysis will use these forms of flexib ility and security as its 
point of departure. The advantage of using these concepts of flexibility and se-
curity is that, on the one hand, they comprise central elements found in interna-
tional flexicurity literature, and on the other that they provide a convenient 
framework for identifying which of the elements of the Danish collective bar-
gaining system that have contributed towards ‘the Danish flexicurity model’.  

The focus of the next section will be on the collective agreements in the 
manufacturing sector, which is the key bargaining sector in Denmark,. Its 
agreements therefore, to a very large extent, chart the course for the bargaining 
and agreements in other sectors. 
 

Forms of Flexibility in the collective agreements 
 
External numerical flexibility  
One of the most important characteristics of the Danish labour market is the 
comparative ease with which employees can be hired or fired. The OECD report 
mentioned above makes it possible to take a closer look at the various elements 
constituting the protection of individual employees working on regular open-
ended contracts against dismissal (one of the three parameters in Table 2 
above). Table 3 includes, firstly, procedural barriers with regards to termination 

                                                 
10 Wilthagen et al. 2003: 3. 
11 Wilthagen et al. 2003: 4.  
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notice (oral, written, involvement of third parties and other potential delays). 
Secondly, it includes the barriers relating to what constitutes lawful/unlawful 
dismissal (lack of work, lack of qualifications, compulsory re-training etc.). 
And thirdly, it includes demands concerning notice and severance pay (e.g. pro-
portional to length of service)12. 

 
Table 3:  Indicators of the strictness of employment protection for regular employment (cont.) 
                2003. Index 0-6 
 Denmark Sweden Germany United Kingdom  

1. Regular procedural inconveniences  1,0 3,0 3,5 1,0 

2. Difficulty of dismissal 1,5 4,0 3,3 1,3 

3. Notice and severance pay for no-fault 
    individual dismissals  1,9 1,6 1,3 1,1 

Overall strictness of protection against 
dismissals  1,5 2,9 2,7 1,1 

Source: OECD 2004a:112 

 
The table compares protection against dismissal in Denmark with the three 
neighbouring countries Sweden, Germany and the UK. Overall, the table shows 
that the degree of protection for the individual employee is lowest in the UK, 
but that the aggregate Danish degree of protection is not much higher. The 
overall index score for Sweden and Germany is almost twice as high as the 
Danish. So, in terms of protection against dismissal, the Danish labour market is 
more similar to the British than to the Swedish and German labour markets. A 
closer look at the three protection elements in the index reveals that on proce-
dural barriers and barriers to when a dismissal is possible, Denmark is at the 
same level as the UK. However, with regards to regulation on notice and sever-
ance pay Danish regulation scores higher than any of the others.   

This tallies with the fact that dismissals on the Danish labour market are 
regulated primarily by the terms of notice laid down in the collective agree-
ments or in the White Collar Workers Act. In the manufacturing sector’s 
agreement it is the length of service at the time of dismissal which decides the 
term of the notice. Within the first six months of employment, the employer is 
under no obligation to give notice. But after this period, the term of notice rises 
proportionally, so that an employee with 12 years of service has a right to 120 
days’ notice. The White Collar Workers Act has parallel, but also more com-
prehensive stipulations on terms of notice and severance pay. Furthermore, 
there is an Act on Collective Dismissals, which stipulates, among other things, 
terms of notice and a duty for the management to negotiate with the employees 
in case of planned collective dismissals, defined as dismissals affecting groups 
of workers and not attributable to circumstances related to the individual em-
ployee. These stipulations have also been written into collective agreements, 
e.g. as an appendix in the manufacturing sector’s agreement. This regulation is a 
consequence of the EU directive on Collective Redundancies.      

Regulation relating to hiring is also primarily a consequence of EU regu-
lation. The Act on employment contracts, and in relation hereto the provisions 

                                                 
12 Per Kongshøj Madsen has produced a similar table, with more detailed information in 
Madsen 2004b:7; however, without data for Germany. 
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relating to rules on hiring in the manufacturing sector’s agreements, are also the 
result of an the EU directive on the duty of the employer to notify the employee 
on the conditions of his/her employment or employment contract. There are 
other EU directives concerning the external numerical flexibility, e.g. the direc-
tive on fixed-term contracts, which impose certain limitations on the right to use 
this kind of employment.     

 In the overall perspective, there are several factors that indicate that the 
ease of hiring and firing is the most important kind of flexibility in the Danish 
labour market regulation. From international comparisons we know that, com-
pared with other countries13, a relatively high percentage of employees on the 
Danish labour market change jobs over a given period of time. Another figure 
indicating a comparatively high labour turnover in Denmark is the average 
length of service, which again by international standards is low. The Danish la-
bour market is here on par with the British labour market with an average length 
of service of just above 8 years, whereas corresponding figures for Sweden is 
11.5 years and 10.5 years for Germany14. 

Actually, over the past 50 years, there have been no significant changes 
in the Danish rules and regulations on dismissals. As early as in 1950, rules on 
terms of notice were written into the manufacturing sector’s collective agree-
ment. Over the years, the terms of notice have become longer and more spe-
cific, but in substance they remain the same15.  
 
Internal numerical flexibility 
Internal numerical flexibility in Danish enterprises is above all a result of col-
lective bargaining, as issues such as working hours, organisation of working 
time and overtime and conditions for e.g. part-time employment are primarily 
issues dealt with in the collective bargaining process; although the last-
mentioned issue has become increasingly regulated by legislation in recent 
years. 

A study from 1998 on working time flexibility shows that Denmark dif-
fers from the rest of the EU members (the then EU-15) in that this area is almost 
exclusively regulated by collective agreements; however, the other Scandina-
vian and North European countries also tend to leave substantial parts of this 
regulation to the social partners. But the general picture is that working time is 
something the EU members to varying extents legislate on. The trend in recent 
years has been towards introducing new legislation in order to create greater 
flexibility in existing laws on working time. The UK and Denmark stand out as 
countries with very limited legislation that can affect the possible working-time 
flexibility16.      

Working time has at all times been an issue in collective bargaining in 
Denmark, but the specific aspects of working time that have been in focus dur-
ing the bargaining process have varied. In addition, the form of regulation has 

                                                 
13 Bingley et al. 2000. 
14 Auer and Cazes 2003:25/table 2.1. All years 2000. 
15 Navrbjerg et al. 2001 
16 EIRO 1998. 
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changed considerably in the last couple of decades. Until the 1980s, the total 
length of the working week was the most dominant issue. Even though rules on 
flexible working hours were already written into the manufacturing sector’s 
agreement in 1967 it was not until the mid 1980s that negotiations systemati-
cally started to focus on variations in the agreed working time. Since then, the 
rules have been further elaborated on. An important change was introduced in 
1995. At that time, the weekly working hours could vary over a six-week pe-
riod, so that the average working week amounted to 37 hours over this six-week 
period. In the 1995 agreement this reference period was extended to six months, 
provided that the social partners locally, i.e. the management and the shop stew-
ard, could reach an agreement on the organisation of the working time. This was 
indeed an important change, and it was met with grave concern from both trade 
unions and employers. The unions worried that the employees at times would be 
pressurised into accepting a heavier workload, whereas the worry on the part of 
the employers was that the demand for local agreement would in reality rob the 
employers of part of their management prerogative 17. But in spite of these con-
cerns, already in 1998 the reference period was extended to 12 months, which is 
also the period valid under the present agreement (2004-2007).       

Additional flexibility in the organisation of working time was written into 
a pilot scheme included in the collective agreement of 2004. This scheme loos-
ened the demand for local agreement on variation of the working time; a local 
agreement between the management and the shop stewards was still required, 
but the agreement could now be a framework agreement under which the spe-
cific organisation of working hours could be agreed directly with the individual 
employee or groups of employees. This very nearly amounts to an individuali-
sation of the working time; but it is still contained within the framework of the 
collective bargaining system. As mentioned, this is a pilot scheme only, to be 
revised in connection with the bargaining rounds in 200718.     

Overall, it is to be assumed that regulation by collective bargaining offers 
more scope for local variations in the organisation of working time than if the 
working time is regulated by law. This is primarily due to the sector-specific 
agreements, which are framework agreements that can be further negotiated and 
adapted locally. This type of flexibility is not easily written into legislation, 
since it relies on further detail regulation by the social partners at the various 
sectors and enterprises.    

An indication that the Danish labour market has a higher degree of flexi-
bility in organising working time than its neighbouring countries could be ob-
served in the second half of 2004, when a series of spectacular agreements 
made by large enterprises in Germany broke away from the existing collective 
agreements, among other things in order to achieve more working time flexibil-
ity. In several European countries (such as Germany, France, Belgium and the 
Netherlands) this sparked a general debate about working time. But not in 
Denmark. On the contrary: representatives from the employers’ organisations 
stated that there was no need for changes to the existing rules on working time. 

                                                 
17 Navrbjerg 2001:18. 
18 Due og Madsen 2004. 
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According to the employers, the possibilities in the available local agreements 
already offered enough scope for flexibility.  

Finally, there are a number of laws on the Danish labour market that af-
fect different working time issues, i.e. the internal numerical flexibility. These 
laws are primarily the result of EU directives on implementation of certain parts 
of the Working Time Directive from 2002, setting limits on total working time, 
and rules on night working, breaks etc. And in addition, an Act on part-time 
employment passed in 2002, which was partly a matter of implementing the di-
rective on part-time work, partly of the government’s wish to remove obstacles 
in the collective agreements to an expansion of part-time employment on the 
Danish labour market. The Directives have created common EU minimum stan-
dards in the specific areas comprised by the Directives, but that does not change 
the fact that, on the Danish labour market, the vast majority of issues relating to 
working time are regulated by collective agreements. 

   
Functional flexibility  
Functional flexibility is about the individual employee’s ability to carry out 
various and different tasks in the same enterprise, thus allowing more flexibility 
in the organisation of work. Functional flexibility is about utilising the total po-
tential of the employees, avoiding repetitive work e.g. by job rotation, and being 
able to cover staff shortages in connection with sickness, bottlenecks etc. in 
production, or in connection with reorganisation or adaptations to changes in 
demand. Functional flexibility is typically said to be closely linked with con-
tinuing/further education and training; that is, continually building up the com-
petences of the employees to achieve maximum functional flexibility.      

A survey carried out in early 2003 in the EU-15 plus Norway and Iceland 
showed that more than half the Danish population reported that they had taken 
part in supplementary training or education over the past 12 months. This places 
Denmark as the nation that is most engaged in training and education out of the 
surveyed nations19. This could indicate that Denmark is doing really well with 
regards to this form of flexibility. However, at issue here is also the content and 
quality of the education and training people take part in. Does it target job func-
tions that will also provide employment in the future? Is it enterprise-specific 
training or is it of a broader, more general nature? The last question is particu-
larly important in the light of the extremely high numerical flexibility on the 
Danish labour market (cf. above). In other words, functional flexibility is not 
just about being able to perform various tasks in the same workplace, but also 
about acquiring qualifications that are useful in other types of jobs or work-
places. 

In the manufacturing sector’s agreements, the issue of continuing/further 
education and training has been gaining an increasingly prominent position ever 
since the early 1990s. In 1991 the employees got the right to one week’s and in 
1993 two weeks’ paid annual continuing/further education and training, pro-
vided they had a minimum of nine months’ service. The provisions of the 

                                                 
19 The European Centre for the Development of Vocational Training. 
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agreement furthermore list a number of recommendations as to training and 
education planning, guidelines for the employees’ access to trade-relevant train-
ing, general educational upgrading and other education and training. This in-
creased attentiveness to education and training in recent years must be assumed 
to have had an impact on the nature of the training and education offered at en-
terprise level, including the access of employees to have time off for education 
and training purposes.  But existing studies also indicate that there is huge 
variation in the extent to which enterprises in the manufacturing sector have 
implemented the systematic and planned education and training activities pre-
scribed in the agreement. It is worth noting, too, that in an LO (Confederation of 
Danish Trade Unions) survey from 1998 among shop stewards, as many as 93% 
stated that they agreed ‘totally’ or ‘to some extent’ with a statement that con-
tinuing/further education and training is an area where the trade union move-
ment must work harder to improve the opportunities of its members20.      

In addition, there are a number of areas that prompt the question whether 
barriers exist to the functional flexibility of the Danish labour market. For in-
stance, can strict demarcations between groups of employees act as a barrier to 
this flexibility? Employers have long wished to develop the principle of one en-
terprise, one collective agreement. To a large extent, this has already happened 
in the manufacturing sector. The question is whether internal rivalry and demar-
cation disputes between trade groups – e.g. skilled and unskilled workers – play 
a role for the degree of functional flexibility that is achievable? The assumption 
here must then be that the amalgamation of unions and the drawing up of com-
mon collective agreements (for skilled and unskilled workers) ought to lead to 
the diminish of previous barriers. Also, longer and more expensive further edu-
cation, e.g. an MBA course, financed by an enterprise tends to tie an employee 
more closely to his employer. The courts have delivered some judgements forc-
ing employees to pay back educational fees and other costs in case they leave 
the employer. All else being equal, such legal rulings must limit the mobility 
and thus the flexibility of the labour market.  
 
Wage flexibility  
Wage flexibility in the manufacturing sector, but also in other bargaining sec-
tors, has undoubtedly been on the increase in recent decades. This has happened 
as a result of the organisational centralisation and the bargaining decentralisa-
tion, which has taken place, especially on the initiative of the manufacturing 
sector’s employers, since the late 1980s. This initiative was motivated, not least, 
by the fact that bargaining first between the confederations, and then between 
member organisations at sector level, and finally at plant level, topped up with 
automatic cost-of-living adjustments, were all elements that increased the total 
costs for enterprises with virtually no consideration to their competitive situa-
tion. Hence, the cost-of-living adjustment was revoked by an amendment of an 
Act in 1986, and the role of the confederations changed from being key actors 

                                                 
20 Cf. Navrbjerg et al. 2001:63-4. For a total overview of the provisions in the collective 
agreements on continuing/further education and training, see Due et al. 2004. 
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in the bargaining process to a more overall coordinating function21. This can be 
interpreted as a development towards greater emphasis on, among other things, 
local adjustment of wages.     

Wage bargaining at local level is, however, far from being a new phe-
nomenon in the collective bargaining system. As early as in 1902, it was stated 
in the metalworking industry’s collective agreement that wages for ‘skilful 
workers’ could be fixed by agreement between the employee and his employer. 
However, in case they failed to reach an agreement, the shop steward would be 
called in. This was an industry agreement, based on the minimum-pay-rate sys-
tem, fixing the minimum rate, and incorporating rules for the role and function 
of the shop steward. This system is basically identical with the system for wage 
bargaining found in the manufacturing sector today. Wage flexibility, that is 
performance-related pay depending on the performance of the employees and 
the results achieved, is thus an element that has been part of collective agree-
ments for more than a hundred years. This is not to say, however, that the struc-
ture of the bargaining system has not changed in the course of the 20th century. 
Initially, the employers wanted to centralise bargaining to avoid that the many 
small and medium-sized firms could be played off against each other, but as 
mentioned with the possibility of local bargaining as well.   

The bargaining area within the framework of LO (the Confederation of 
Danish Trade Unions) and DA (the Danish Employers’ Confederation) operates 
with four wage systems: standard pay, minimum-wage, minimum-pay, and no 
fixed pay rate. Under the standard pay system the development of wages for the 
employees in question over a given agreement period is set by central bargain-
ing. This system does not allow any local bargaining about adjustments of pay, 
and must thus be characterised as inflexible. In 1989, 34% of the employees in 
the LO/DA area were covered by standard pay agreements; in 1993, however, 
the rate had fallen to 16%. This rate has remained stable for the past decade, and 
at the collective bargaining round in 2004 the rate was also 16%. Then there are 
the minimum–wage and the minimum-pay systems. Under these systems pay is 
negotiated locally, and the rate agreed by central bargaining is only the mini-
mum pay rate. These two, fairly flexible, wage systems cover the majority of 
employees in the LO/DA area. At the beginning of the 1990s some three quar-
ters of all employees in the LO/DA area were included under these two systems; 
that figure is lower today; which is, however, solely due to the fact that pay sys-
tems with no centrally agreed pay rate have advanced, from covering just 4% of 
all employees in the area in 1991, to 22% in 200422. 

There are some studies indicating how the flexibility of the dominant 
wage systems on the Danish labour market compares to systems in other coun-
tries. A study from 2001 analysed the prevalence of  'variable pay', i.e. how 
widespread is the use of variable pay in the EU member states, defined as pay 
which one way or the other is related to individual or collective performance. 
The study shows that in major parts of the LO/DA area, pay is negotiated lo-
cally and typically related to productivity gains. The same study shows that in 

                                                 
21 Due og Madsen 1993. 
22 DA 2004, table 5.12, and DA 2000, table 8. 
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Germany, seven out of ten agreements on variable pay were not linked to the 
collective agreements, but with agreements made between management and 
works councils. This should be seen against the background that the German 
system can be characterised as a standard pay system where wage increases are 
set in central agreements. However, the system also makes it possible to enter 
into agreements at plant level, which on the one hand may lead to higher pay 
increases, but on the other also to the so-called ‘opening clauses’ being invoked, 
which typically leads to a reduction in the wage level already agreed23.  A com-
parison between the dominant wage systems in Denmark and Germany respec-
tively seems to indicate that in the manufacturing sector, the Danish wage sys-
tem is overall more flexible than in the corresponding German industries. An-
other sign of this is that the German plant-level agreements in several cases 
have in reality undercut the sector agreements.  

    

                                                 
23 EIRO 2001. 
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Forms of security in the collective agreements 
Having looked at the four forms of flexibility, we will now turn to the four 
forms of security used by Wilthagen et al, to examine the ways in which these 
forms of security find expression in the Danish collective agreements.  
 
Job Security  
Job security here refers to the security of being able to keep a job with a spe-
cific employer. As already described, it is one of the characteristics of the Dan-
ish labour market that firing employees is relatively easy and flexible. In this 
perspective, the security of keeping a job with the same employer must be said 
to be low. As also demonstrated above, the length of service per job is rela-
tively low in Denmark compared with other countries, and job changes are 
relatively common occurrences. In that way, job security mirrors the relatively 
high external numerical flexibility on the Danish labour market.  

Against this background, it is quite extraordinary that Danish employees 
seem to experience their job security as high. In 1997, the OECD carried out a 
survey of job security. On average, 70% of employees in OECD countries re-
ported that they ‘strongly disagreed’ with the statement ‘my job is secure’; in 
Denmark only 44% of employees said so24. This placed Denmark as one of the 
countries where employees felt most secure in their jobs. This is quite a para-
dox. The assumption must be that, despite the low level of employment protec-
tion, perhaps the sum of regulation and also the well-established tradition for 
dialogue in the workplace combine to give the individual employee a sense of 
relatively high job security. It might thus be assumed that the agreements on 
co-operation at company level and the institution of shop steward play an im-
portant role for how job security is experienced. This positive evaluation by 
employees of their own employment situation is confirmed by more recent 
studies, such as a report in a weekly quality paper, ‘Tryghedsrapport 2004’ 25.       

Another feature in the collective agreements which contributes to job 
security is the so-called ‘light jobs’ for employees with diminished work ca-
pacity. This includes various forms of Social Chapters in the collective agree-
ments, e.g. senior schemes offering reduced working hours to older workers. 
Even though a certain consideration for ‘older and weaker groups of employ-
ees’ has been noticeable in the collective agreements for several decades, it is 
only within the last ten years that schemes such as the ‘light jobs’ have been 
established.  The background for this development should be found in the gen-
eral political debate about the need for a more ‘inclusive labour market’, and 
in the fact that the social partners have chosen to take on responsibility for 
such initiatives and thus help develop job security for these groups of employ-
ees.      

Occupational health and safety should also be mentioned in this context. 
Neither the physical nor the psychological health and hazards of the work en-
vironment directly belong to the collective bargaining issues in the manufac-

                                                 
24 OECD 1997. 
25 Mandag Morgen 2005. 
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turing sector – extracts of the Working Environment Act on rest time and rest 
days are, however, reproduced in the agreement. In 2001 the Confederation of 
Danish Industries and the Central Organisation of Industrial Employees agreed 
to give higher priority to the psychological work environment. There are indi-
cations that this extra focus is in fact in agreement with the every-day experi-
ences of the shop stewards in the manufacturing sector. More than 90% state 
that they have discussed the psychological work environment with colleagues 
and management, and 70% agree, fully or partially, with a statement that ‘as a 
shop steward, you increasingly function as a kind of social worker for you col-
leagues’26.     

The type of problems addressed by collective agreements and e.g. 
agreements on psychological hazards in the work environment do not per se 
increase job security. But they help secure that tools are available to tackle 
problems experienced at the individual place of work. And in that way, such 
initiatives do contribute towards the job security of the individual or groups of 
employees.  

 
Employment Security 
The low degree of individual job security on the Danish labour market is to a 
certain extent compensated by a high degree of employment security, in other 
words security to continually be in employment. Some 250,000 jobs disappear 
every year in Denmark, but a similar number of new jobs are created, which is 
of paramount importance to maintain a high level of employment security27.   

Overall, it can be argued that the collective agreements have contributed 
towards employment security in Denmark in that the agreements have secured 
a rate of productivity and a level of costs that safeguard the competitiveness of 
enterprises, and consequently employment. In this context, the Joint Declara-
tion issued by the social partners’ confederations, LO and DA, in 1987 plays a 
very important role, because the trade union movement here accepted wage re-
straint in order to secure employment. It could be said that since that declara-
tion the trade unions have chosen to stake on ‘job feast over wage feast’ at the 
subsequent collective bargaining rounds.  

It is probably more than just a coincidence that a similar agreement was 
concluded in the Netherlands in 1982, the so-called 'Wassenaar agreement'. 
The Netherlands and Denmark are often singled out as countries where 
flexicurity is particularly well-developed. It seems reasonable to argue that two 
decades of agreement between the social partners to give top priority to secur-
ing both competitiveness and employment have been contributory factors in 
the building-up of the special flexicurity models found in the Netherlands and 
Denmark.   

 Furthermore, it is important to remember that continuing/further educa-
tion and training systems are also important factors for employment security - 

                                                 
26 Navrbjerg et al. 2001:56-8. 
27 This figure is debatable, as it does not reflect e.g. that workplaces may be split up or 
merged in the wake of company reorganisations. Furthermore, there are some groups, 
e.g. students, who tend to have many and short-term periods of employment. This could 
to some extent produce a skewed picture.  
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that is, securing that the workforce has the relevant qualifications. The active 
labour market policy is important, too, to secure the flow from unemployment 
into employment.   
 
Income security  
Income security is the security of being able to maintain an income when there 
is no paid employment to be found. On the Danish labour market, income se-
curity is first and foremost supplied in the form of relatively high unemploy-
ment benefits. The collective bargaining system is thus not relevant when it 
comes to securing income in case of unemployment.     

 
Table 4: Net replacement rates in case of unemployment for the whole year, varying former 
               income levels for ensured single APW, 1998 

Former income, per 
cent of APW 

Denmark Germany Sweden Nederlands Great Britain 

75 80 59 80 71 26 

100 63 58 70 71 20 

150 46 58 52    68,5 14 

175 41 55 46 60 12 

200 37 49 41 54 10 

Source: Hansen 2000:3328 

 
Table 4 shows to what extent unemployment benefits compensate for the lack 
of wage income for various income groups. Once more the Danish figures are 
compared to the corresponding figures for Germany, Sweden, the Netherlands 
and the UK. In all countries, income compensation is highest for the lowest in-
come groups. For Denmark and Sweden, the compensation for low-income 
groups is relatively high, falling rather steeply for groups with higher incomes. 
Germany, and to some extent the Netherlands, start at relatively lower levels 
of compensation, whereas the size of the compensation falls relatively less 
markedly than in Denmark and Sweden. Clearly, the UK has the lowest level 
of compensation for all income groups. In terms of income security in case of 
unemployment, the Danish profile overall resembles the Swedish profile the 
most.   

It should be borne in mind that there are several ways of calculating the 
size of unemployment benefit across countries. In addition to relating it to 
various income groups as in Table 4, the calculation can be seen in relation to 
the length of unemployment, compensation before and after tax etc. Generally 
speaking however, the level of compensation is high in Denmark, compared 
not only to other Northern European countries, but to OECD countries in gen-
eral29. 

There can be no doubt that the relatively high level of unemployment 
benefit is decisive for the trade unions’ acceptance of the ease and flexibility 
of firing employees in Denmark. From time to time, union representatives 
question the appropriateness of the policy allowing this easy access to dismiss-

                                                 
28 A similar table can be found in Braun 2004:34. 
29 Cf. Hansen 2000:31-35. 
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als. It could be argued that this questioning expresses a balancing of flexibility 
against security, where income security plays a crucial role for the employees 
and hence the trade unions. This also implies that there is a pain threshold to 
how much the level of unemployment benefits can be lowered or eroded be-
fore the trade union movement starts pointing to the ease of firing as a prob-
lem, and consequently demand more employment protection or, as mentioned 
above, individual job security. Exactly where this threshold lies is difficult to 
define or predict. It is a dynamic process involving many different elements. It 
is about the balance of power between employers and employees (and their or-
ganisations); it is about political trends and topical issues in the public debate. 
Therefore it might be expected that the debate in recent years about globalisa-
tion, outsourcing, offshoring etc might also highlight that potentially, due to 
the flexibility of its labour market, Denmark has some competitive advantages. 
This is just to mention a few examples of the elements that affect this balance.       

Just how delicate this balance is between the size of unemployment 
benefit and the flexibility of regulation, and how observant the social partners 
are of it, was clearly demonstrated in the autumn of 2003. At that time, the 
centre-right government proposed a bill to reduce unemployment benefit for 
the highest income groups. Trade unions, key employers as well as employers’ 
organisations all rejected the idea point-blank. Even though the government 
could count on the support of a majority in the Danish Parliament for its pro-
posal, it was nevertheless unceremoniously removed from the political agenda. 
The manufacturing sector’s collective agreement in 2004 sent an unambiguous 
signal that the social partners consider any political initiatives in this area as 
potentially undermining interference. A clause was included in the agreement 
stating that in case the government intervenes and changes the rules for unem-
ployment benefit, then relevant parts of the agreements will have to be renego-
tiated.  

Pensions should be mentioned briefly here as well, as the establishment 
of the labour market pension has formed part of income security since 1989. It 
is not a ‘here-and-now’ security, but security for income once an employee 
leaves the labour market. Thus pension issues have come to logically form part 
of the collective bargaining process, where employees secure the means for 
‘future spending power’, and the employers that the pension savings are chan-
nelled into investments in Danish enterprises rather than individual consump-
tion. The introduction of the labour market pension can be said to give the em-
ployees an indirect income security as long as they are active in the labour 
market, as it provides future security for the financial basis of their retirement.  
Once they leave the labour market, it turns, of course, into direct income secu-
rity.   
 
Combination Security  
Combination security relates to the security of being able to combine paid em-
ployment with other forms of activities and obligations. In a Danish context, it 
relates to various leave schemes, but also to the right to training and education 
and job rotation. Combination security helps create a flexible labour market 
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where it is possible to participate in other civic activit ies for a while, and then 
return to ordinary employment.   

The job rotation scheme is probably the tool of the Danish labour mar-
ket policy which has attracted the most attention. It aims to temporarily replace 
employees participating in training or education with some of the unemployed, 
and thus neatly matches the line of thinking behind combination security. 
However, the tool was never widely used, and it has even been in decline for a 
number of years. The number of persons involved in rotation projects fell from 
7,000 in the first quarter of 1998 to just over 2,000 in the same quarter of 2004 
– and only about 20% of them were unemployed30.      

The three leave schemes from 1994 (educational leave, sabbatical leave 
and parental leave) also attracted a good deal of international attention. The ra-
tionale behind these leave schemes was that they would, at the same time, give 
busy families an opportunity for a time-out, upgrade the skills of the labour 
force, and on top give the unemployed a chance to gain a foothold on the la-
bour market. Educational leave was compensated at 100% of the unemploy-
ment benefit rate, whereas sabbatical and parental leave schemes were orig i-
nally set at 80%, but in 1997 reduced to 60% of the unemployment benefit 
rate. Throughout the 1990s the schemes were widely used. Since then use of 
the schemes has been in decline, and the possibilities for taking leave have 
been successively limited. Sabbatical leave and the educational leave schemes 
were abolished in 2001, but parental leave is still possible.     

In 2003 maternity leave was extended from six to 12 months on full 
benefit, and at the same time was made more flexible. However, an issue just 
as important has been the question of the right to receive wages, and not just 
benefit, while on maternity leave; and this is of course where the collective 
bargaining system plays an important role. It has been discussed whether to at-
tempt to even out the costs of maternity leave between collective bargaining 
sectors with many female employees and those with few by establishing one 
central maternity leave fund. During the collective bargaining round for the 
private sector labour market in 2004 it was decided to establish two funds: one 
for the manufacturing area, and one for the rest of the area covered by DA (the 
Employers’ Confederation). On top of the equalisation between enterprises 
taking place via these decentralised maternity leave funds, which observe the 
traditional lines between agreements, thus respecting the sector-based bargain-
ing system, there will be a cross-sectoral equalisation scheme31.  The most re-
cent improvements to maternity leave have taken place in the local authority 
sector, where the 2005 agreement stipulates that a workplace is guaranteed full 
compensation coverage when an employee is on maternity leave, and the em-
ployee is secured payment of full pension contributions during maternity 
leave.           

All in all, the Danish labour market has several substantial elements of 
combination security in spite of the above-mentioned reductions in a number 
of leave schemes. The collective bargaining system, and in particular the 

                                                 
30 Arbejdsmarkedsstyrelsen 2005. 
31 Due & Madsen 2004b. 
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manufacturing sector’s agreements, account for major contributions to combi-
nation security in the Danish labour market.   

 

The Danish Flexicurity Model – Outlook 
Looking overall at the role played by the collective bargaining system in Den-
mark in relation to the various forms of flexibility and security, it can be con-
cluded that by international standards the collective agreements provide a high 
degree of flexibility within the parts of labour market regulation examined. The 
collective bargaining system also provides security. Above all the common un-
derstanding in the areas covered by the principal labour market organisations 
LO and DA since the late 1980s to protect competitiveness and employment 
has contributed towards the enhancement of employment security. Considering 
the concrete regulation provided by the collective bargaining system, it seems 
reasonable to conclude that the security provided, i.e. employment security, is 
of a more indirect nature. It really boils down to the intended effect of the 
common understanding established over the period. In continuation of this un-
derstanding, there has also been a common understanding throughout the pe-
riod that job security (security of keeping a particular job) was not to be in-
creased. Instead the focus has been on employment or employability security 
(the security of being able to get a new job).  

There are, however, in addition to the above, a number of areas where 
the collective agreements can be claimed to have provided greater security in 
recent years. This has happened when education and training, pensions and a 
number of social issues (maternity leave, parental leave, improved security for 
sick employees etc) have become part of the agreements.    

In this final section, we will point out a number of themes and issues 
that are of particular relevance in order to fully comprehend the preconditions 
and the future perspectives for the continuous development of flexicurity on 
the Danish labour market.  
 
Decentralisation/multi-level regulation of the bargaining system and flexicu-
rity 
Wilthagen et al. (2003) state that it looks as if decentralisation of the bargain-
ing systems in itself has a positive effect on the possibilities for introducing 
and developing flexicurity. This stands to reason as enterprise-based agree-
ments offer more scope for special, local solutions. Decentralisation thus 
opens up for local compromises on flexibility and security, and perhaps even 
solutions where both management and employees can se an advantage in ex-
panding flexibility, e.g. as to working time. Wilthagen et al. furthermore em-
phasise that it seems, based on the proliferating literature in the area, that cen-
tral coordination of the framework for local solutions is an important precondi-
tion for the development of well-functioning flexicurity strategies32.  Wiltha-
gen et al. use the Danish bargaining system as an example where the decen-

                                                 
32 Wilthagen et al. 2003:22.This literature also includes among others Sisson & Margin-
son 2002, Léonard 2001. 
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tralisation process has been marked by a concurrent central coordination – a 
process referred to as centralised decentralisation33.  

The ever more extensive decentralisation, leading to e.g. framework 
agreements being concluded at plant-level, together with the increasing impor-
tance of EU regulation leads to a bargaining system characterised by many 
levels of regulation – a multi-level governance system. In such a system there 
is a clear tendency towards the local bargaining levels acquiring more and 
more autonomy, which may lead to a weakening of the coordination between 
the central and the local bargaining levels. The question then is whether the 
coordinated or centralised decentralisation of the collective bargaining system, 
which has taken place over the past decade or so, and which must be described 
as a precondition for the development of flexicurity on the Danish labour mar-
ket, is under threat from multi-level regulation? Will increasing autonomy to 
conclude agreements at plant-level skew the balance between flexibility and 
security? And will a feeling of potentially greater insecurity among employees 
lead to demands that may eventually reduce flexibility?   

 
The increasing scope of issues in the collective bargaining and flexicurity 
Just as decentralisation in the bargaining system is a precondition for the form 
of flexicurity which has developed on the Danish labour market, so is the in-
creasing scope of issues included in the content of the agreements making a 
substantial contribution to the particular balance between flexibility and secu-
rity on the Danish labour market. It has been observed in the countries whose 
regulation is especially marked by flexicurity that a greater scope of issues in-
cluded in the collective bargaining allows more room for trade-offs, negotiated 
compromises, between flexibility and security34.        

This implies that when issues such as education and training, pensions, 
leave schemes, ‘light jobs’ etc form part of the bargaining process, then, all 
other things being equal, it becomes possible to strike new balances between 
flexibility and security that are acceptable to both employers and employees.    

This then raises the question whether any of the issues included in the 
bargaining process over the last couple of decades contribute more than others 
towards the development of flexicurity? Another question of course is what 
will happen in the future: is it necessary to go on broadening the scope of is-
sues in the collective bargaining process to further develop flexicurity on the 
Danish labour market? And if yes, which issues will be important to include – 
in other words, which new issues are likely to add new dimensions to flexibil-
ity and security? 

 
The EU and the Danish flexicurity model 
As shown above the vast majority of regulatory initiatives in recent years, on 
e.g. collective dismissals, working time and the so-called atypical employment 
(part-time or fixed-term employment), are the result of EU regulation. Gener-

                                                 
33 Jf. Due et al. 1993. 
34 Wilthagen et al. 2003:23. 



 

 25

 

ally speaking, this regulation is minimum regulation, fixing a lower level for 
European regulation in the areas in question. Studies carried out so far seem to 
indicate that the actual effect of the EU regulation on the Danish labour market 
has been relatively limited, even though in a few selected areas the directives 
have made a difference35.   

Likewise, it must be assumed that EU regulation has so far only to a 
limited extent had an effect on the balance between flexibility and security on 
the Danish labour market. It remains to be seen how EU directives and other 
European regulatory initiatives such as voluntary agreements between the so-
cial partners, open coordination etc, will affect the Danish flexicurity model in 
the future.    

 
Flexicurity for all? 
Even though flexicurity is relatively widespread on the Danish labour market, 
and not generally split in two, so that e.g. some areas or sectors have flexibility 
and others security, there are groups on the Danish labour market who do not 
benefit from this inter-connectedness of regulation to the same extent. A strik-
ing example in this connection is immigrants. The employment rate of immi-
grants is around 50%, i.e. some 25% below that of ethnic Danes. This differ-
ence is due to a number of circumstances, some of which are related to the 
flexicurity model. There is no statutory minimum wage in Denmark, but the 
minimum wage fixed by collective agreements is at a level which, according to 
the OECD, constitutes a barrier to immigrants with relatively low skills. Sec-
ondly, according to the OECD, the ‘relatively generous’ transfer incomes un-
dermine the incentives for immigrants to seek employment (OECD 2004b). 
Other circumstances probably have an impact on integration as well. Lack of 
skills, lack of recognition of immigrants’ qualifications, job and educational 
preferences ‘imported’ from other countries, internal recruitment in Danish en-
terprises, and direct and indirect discrimination of immigrants on the labour 
market are other important factors affecting the integration of immigrants into 
the labour market (see e.g. Mailand 2004) – but such factors are not directly 
linked to the Danish flexicurity model.  

A potential negative effect of flexicurity is about the incentives for en-
terprises to train and educate their employees. A consequence of the high mo-
bility among employees is not only that employees manage to find a new job 
in case of restructuring or if the firm closes down. It also implies that good, 
skilful employees leave the firm if other employers can offer more attractive 
jobs and/or higher pay.  The high numerical flexibility thus also implies a po-
tential risk of losing employees. This risk may put a damper on the willingness 
of enterprises to invest in continuing/further education and training of their 
employees. A high degree of labour market mobility may therefore have nega-
tive consequences for the total level of continuing/further education and train-
ing of the workforce. 

                                                 
35 Cf. Andersen 2003.  



 

 26

 

 

References 
 
Andersen, S.K. (2003): Danmark: Vejen mod Erga Omnes model. I Andersen, 

S.K. (red.): EU og det nordiske spil om lov og aftale. De nordiske lande 
og de europæiske aftaler/direktiver om deltid og tidsbegrænset ansætte l-
se. Stockholm: National Institute for Working Life.  

Arbejdsmarkedsstyrelsen (2005): www.ams.dk/statistik/jobrotation.  
Auer, P. & S. Cazes  (2003): Employment stability in an age of flexibility. Ge-

neva: ILO  
Bingley, P., T. Eriksson, A. Werwatz & N. Westergaard-Nielsen (2000): Bey-

ound ’Manucentrism’ – Some Fresh Facts About Job and Worker 
Flows. Working Paper 99-09. Center for labour Market and social Re-
serach, Aarhus University.  

Braun, T. (2004) "Det danske arbejdsmarked i 1990'erne - en ny "flexicurity"-
model?" i Samfundsøkonomen, 2004 nr. 1. 

DA (2004) Arbejdsmarkedsrapport 2004. København: Dansk Arbejdsgiverfor-
ening. 

Due, J. og J.S. Madsen (1993) Den danske model. København: DJØF.  
EIRO (1998) Flexibility of working time in Europe. Dublin: European Indus-

trial Relation Observatory, www.eiro.eurofoound.eu.int 
Hansen, H. (2000): Elements of social security . Copenhagen: The Danish Na-

tional Institute of Social Research.  
Léonard, L. (2001) "Industrial relations and the regulation of employment in 

Europe". European Journal of Industrial Relations, 7, 27-47. 
Mailand, M. (2004): Etniske minoriteter og arbejdsmarkedssegregering – en 

komparativ analyse af integrationsbarrierer inden for tre sektorer i tre 
lande: Arbejdsliv 6:2.  

Mandag Morgen (2005) Temanummer: Tryghed i verdensklasse. København: 
Mandag Morgen  

Navrbjerg, S. E. M. Nordestgaard & J. Due (2001): Fremtidens overenskom-
ster i decentraliseringens tegn – en historisk analyse af udviklingen i 
Industriens overenskomster i perioden 1902 – 2004 med særligt fokus 
på tillidsrepræsentanternes rolle . København; CO-Industri.  

OECD 1997: Employment Outlook 1997. Paris: OECD 
OECD (1999): Employment Outlook 1999. Paris: OECD. 
OECD (2004a): Employment Outlook 2004. Paris: OECD.   
OECD (2004b) Migration and integration of immigrants in Denmark. Eco-

nomics department working papers. No. 368. Paris: OECD. 
Sisson, K og P. Marginson (2002): "Co-ordinated bargaining: a process of our 

times?". British Journal of Industrial Relations, 40:197-220. 
Wilthagen T. (1998): Flexicurity – A new paradigm for labour market policy 

reform? Berlin: WZB discussion papaer FA I 98-202.  
 



 

 27

 

Wilthagen, T. & F. Tros (2004): The concept of ’flexicurity’: a new approach 
to regulating employment and labour markets. Transfer 2:4  

Wilthagen, T. F. Tros & H. van Lieshot (2003): Towards ’flexicurity’: balanc-
ing flexicurity and security in EU member states. Invited paper for the 
113th Worl Congress of the IIRA , Berlin September 2003.   

World Bank (2003) Doing Business 2004. Understanding Regulation. The 
World Bank and Oxford University Press. 

 
 


