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Introduction

In research to date and the broader debate congdtakicurity in the Danish
labour market the focus has been on labour madtityp and in particular on
how mobility in the labour market has served tausecompetitiveness and
employment. Attention has been directed towardselatively free access to
‘hire-and-fire’, the relatively generous unemployrhbenefits and the active
labour market policy.

The present paper will focus on the collective egrent system. Trust and
dialogue are in this paper seen as the cruciatp&ion departure for the
development ‘flexicurity’ in Danish labour markefgulation. The argument is
that the collective bargaining system has undergotevelopment in the past
two decades that has contributed substantiallpdreased flexibility in labour
market regulatiors well ago increased employment security, flexicurity.
This is a result both of the decentralisation @f ¢tbllective bargaining system
with bargaining rights delegated to enterprise ll¢fiest and foremost wages
and working time arrangements) and also of thedmoimg of the scope of the
collective agreements so that new areas, espeuialfare issues (pension,
further/supplementary training, maternaty and patdeave, sick pay, etc.),
have been included on the bargaining agenda. Tinesgends in the collective
bargaining system have generated new possibibtfieseating flexibility along
with security in the Danish labour market, i.exftairity.

Further, it is argued that wages and working camatt for temporary
agency workers, as one example of atypical workedsy is covered by the
collective agreements. In this sense temporary@gewnrkers are covered by
‘flexicurity’.

Trust-building based on voluntarism

The Danish labour market has developed into ortkeoiost flexible in all EU
and OECD countries. However more importantly, corently with this
development it has been possible to maintain artddudevelop ‘security’ for
employees — and once again compared to other E&QD countries the
level of security is relatively high. In order taderstand how this balance
between flexibility and security has developedha Danish labour market, it is
important to point out some basic characteristfiddamish labour market
regulation.

The Danish labour market is one of the most thanbugrganised labour
markets in the world. Today the rate of unionigai®around 80%. Members of
employers’ associations employ around 55% of peig&ictor employees. The
collective agreements settle wages and the maiesgsertaining to working
conditions. Today they cover just below 80 % ofpaivate sector employees.
In the public sector labour market, the coveragestsnated to be 100% (DA



2004). The agreements run for two to four yeareddimg on the conditions
agreed upon within the specific sector.

Inter-union rivalry and competition among employerganisations is
fairly limited. Furthermore, due to organisationakrlaps between the public
and the private sector and common historical dgweémtal trends, all sectors
are encompassed within the same bargaining systemoael. This system of
organisations and dialogue may be described akiataoy system, in which
the mechanism for concluding collectiagreements on wages and working
conditions is underpinned by basic agreements.Ddresh Parliament (Folke-
tinget) has passed very little formal legislatianrecognition or regulation of
trade unions and employers’ organisations. Accattgliin Denmark we do not
find a labour code or legislation enshrining thierfal recognition of labour
market organisations. Consequently, it is the ragtassociation which is the
cornerstone in the system of organisations aneéctle agreements governing
the labour market.

A key element in the basic agreements is that stipylate reciprocal
recognition by the opposing parties. This mearbat)the trade unions
recognise the employers’ management prerogateethie right to manage and
allocate work, while respecting currently validleotive agreements and the
spirit of co-operation, and b) that the employearsept the right of employees to
organise and to establish collective representalibis reciprocal recognition
can be characterised as the basis on which dialmgdieooperation have
developed. Furthermore, the basic agreements cantigis on the procedures
for concluding collective agreements, and for ttepe and mode of the use of
collective industrial action, such as strike oikli@ut. The rules also impose a
peace obligationwhich prevents the parties - in ordinary circumsts - from
resorting to hostile action during the period didity of the collective
agreements.

Flexibility for the companies and security for emy#es is thus based on the
ability of the collective bargaining system to ftino as an arena in which
conflicts of interest in society can be resolvédréby contributing towards
stability in economic and political developmentisibapacity for releasing
tension, defusing threatening situations and brep&rippling deadlocks has
made the relationships between employers and tnaid@s a main pillar of the
Danish welfare model.

Dialogue, collective bargaining and flexicurity

Mobility in the Danish labour market is high in cpamison with mobility in
other countries. For instance, the average sepiorthe Danish labour market
is a little more than eight years, while the cqoesling figures for Sweden and
Germany are 11.5 and 10.4 respectivaliis trend is confirmed by the figures
for job changes inasmuch as approximately 30%eftbrkforce changes jobs
each year (Bingley et al. 1999). Furthermore, sevsternational comparisons
show that Danish labour market regulation is retdyi flexible. This applies to
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access to hiring and dismissal of employees, tigeedeof restriction on the use
of temporary forms of employment, special requireta¢o be met by
enterprises in the case of collective dismissadstha like (see OECD 2004,
World Bank 2004). In respect of external numeriteadibility (flexibility in
connection with recruitment and dismissal of woslk¢he main argument has
been that the combination of the relatively flegiBlanish labour market with
relatively generous benefits and an active laboanket policy has created a
'golden triangle’ that secures the flow in the labmarket from unemployment
back to employment or, if there is a need for taisjovement from
unemployment via the active labour market policgko employment
(Bredgaard et al. 2006, Madsen 2004a, 2004b, 2003).

A closer look at the collective agreement systeveats that it too serves, in
a different way, to create flexicurity in the lalbonarket. Wilthagen et al.
(2003) and Wilthagen and Tros (2004) have pointdditat decentralisation of
agreement systems established under some forrmthiised control
apparently increases the possibility of introdudiegicurity. Observations of
the decentralisation of bargaining rights in thelédands and Denmark
respectively lead Wilthagen et al. to argue thaed&alised negotiations appear
to allow more space for tailor-made solutions #a&ure balanced agreements
and thereby fulfil both flexibility and security @ds. It is emphasised moreover
that national coordination of local negotiationerse to be important for
ensuring recipricocity between flexibility and sdtuin local agreements. Here
the objective is said to be, among other thingpremote local collective gains
above narrow enterprise or sector interests, tarerthat flexicurity strategies
find a place on the decentralised agenda and tatonahe effects of flexicurity
strategies at decentralised levels (Wilthagen.2Q03:22). Agreements on the
arrangement of flexible working hours will be dissad below on the basis of
the observations regarding the increasing pogsdsilfor enterprise-based
negotiations. The question will be thematised adntbreased depth in the
agreement system. Here 'depth’ covers the delagafibargaining rights from
the level of centralised negotiations down to eprise level.

In addition, Wilthagen et al. (2003)/Wilthagen afrds (2004) argue that
broadening the scope of the agreements opens gibjiitiss of expanding
flexicurity arrangements. The logic is that a widemnge of topics on the
negotiations agenda, so that besides the traditiprestions of pay and
working hours it also comprises training/educatjgensions and other more
welfare-oriented issues, opens the way for tradletbft can create both
flexibility and security. It is stressed that tkiscourages 'positive coordination’
and 'negotiated flexibility’ (Wilthagen and Tros@031 — see also Andersen
and Mailand 2005).

Figure 1 illustrates how both increased depth anckased scope in
collective agreements pave the way for flexicuirityhe Danish labour market.



Figure 1. The scope and depth of collective agreements and the development of
flexicurity
National level
Security axis
Scope of bargaining
New elements in the
agreements
Flexicurity
Local level
;'(?;'b'“ty Depth of bargaining
Decentralisation of
bargaining authority

The dept of bargaining here first and foremost eomg company level
negotiations on wages and working time arrangeméhisse are issues where
employers typically have been striving for enhagdiexibility. Accordingly
the vertical axis illustrating the deepening, oorcinated decentralisation, of
the bargaining process can be characterised adetkibility axis’.

The scope of bargaining concerns national levejdiamg within the
individual sectors. The new elements that we haea sntroduced in the
collective agreements are pension, further/suppi¢ang training, maternaty
and parental leave, sick pay, etc.). These amdathents that concerns the
security of employees. Accordingly, the horizoratails can be characterised as
the ‘security axis’.

Increasingly extended decentralisation (depthggutation of the collective
agreement and new issues in the agreement (gezaiee) introduce new
opportunities for flexicurity in the Danish labomarket, cf. Figure 1. But the
two areas also create each their specific coolidimgroblem in terms of
obtaining cohesion in the overall regulation. Asnped out in the foregoing,
Wilthagen et al. (2003)/Wilthagen and Tros (200dyédnargued that the
decentralisation of agreement authorities createiuone form or another of
centralised control increases the prospects ajduoizing flexicurity. The
‘centralised control’ — discussed here in termsestical coordinationis
important in this respect in ensuring reciprociggveeen flexibility and security
— not only in national agreements, but also thoseladed at enterprise level.

Moreover, Wilthagen et al. (2003)/Wilthagen andsT(2004) have argued
the case that extending the scope of the agreelfamittates the extension of
flexicurity arrangements. New issues on the barggiagenda open up
prospects for trade-offs that provide for both ithility and security. As
mentioned this paves the way for ‘positive coortiord and ‘negotiated
flexibility’. The general agenda for collective lgarming in the Danish labour
market has broadened. New inclusions are notablynitre welfare-oriented



issues concerning education/training, pensiongrparleave, etc. However,
this also represents a trend that has led to aangbpg grey zone between what
is regulated by legislation and agreements resmdytithereby spurring
discussion between the political system and thakpartners as to who is to
assume responsibility, not least for financingthdous welfare benefits (Due
and Madsen 2005). This brings therizontal coordination problerbetween

the collective agreement system and the politigstiesn to the fore.

Atypical work - the case of temporary agency work

Traditionally the number of temporary agency wosk@AW) has been
comparatively low in Denmark. The flexible rulegaeding hiring and dismissal
of workers have been seen as one of the imporkptargations; the flexible
regulation reduces the employers’ need for TAWsweleer, since 1999 the
number of TAWSs has tripled. In 1999 0.3 % of theolar force worked as
TAWSs — in early 2007 the figure was 0.9 %.

But why has the number of TAWS increased? Primaglgnomic growth
and labour shortage in a number of sectors sedravi® led many companies to
use TAWSs. Further, there is also evidence that sstetural changes have led
to the increased use of TAWSs. E.g. just-in-timedmeiion schemes increases
employers’ need for additional workers in periodgwhigh demands. Another
example is companies facing restructuring wheredamty about the future
needs of manpower leads employers to use TAWslI¥itize inflow of migrant
workers from Eastern Europe has increased the nuofl@@Ws on the Danish
labour market as many temporary work agencieseaveldping a new market
by bringing primarily Polish workers to Denmark.

In spite of these quite significant changes coringrmAWSs it can be argued
that wages and working conditions for TAWs haverbeermalised over the last
fifteen years — meaning that TAWSs today are bagsicaivered by collective
agreements like employees on standard employmeiriacds. The starting point
of this development was a shift in position on liebithe trade unions in the
early 1990s. Before that trade unions tended nisiclade TAWS in the
collective agreements; the argument was that ghll@yees should have
standard contracts and accordingly agency workneasegarded as ‘legitimate’
work and was therefore ignored in the agreemerdsieder, the trade unions by
then recognised that agency work should be reglikgether forms of work.
Consequently, the unions brought the issues on svaige working conditions of
TAWS to the bargaining tables in the different sextOver the years leading up
to the latest rounds of collective bargaining om Branish labour market we
have seen what can be characterised as an incr@mpemntess where paragraphs
on wages and working conditions for TAWs have bemended to the
collective agreements.

Especially in recent years migrants from Eastenopi working as TAWS
have caused a significant number of industrial lcisfand cases have been
taken to the industrial courts. Even though sonablpms remain unsolved it is
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generally acknowledged by trade union represemsitiaind employers, that the
regulation now in place ensures that TAWSs are ey the collective
agreements (Andersen 2007).

With regard to the substantial regulation we camg large identify an
identical development compared to the regulatiothefemployment
relationship for Dutch agency workers. In this geDanish agency workers is
covered by ‘Dutch flexicurity’ (cf. Wilthagen 200Mlowever, focussing on the
processes leading to these changes in regulati@spectively the Netherlands
and Denmark there are significant differencesh&Netherlands these changes
of regulation were part of a larger political commise involving among other
things the flexibilisation of standard contractartRer, both labour market
organisations and the political system were invbivethe process. In Denmark
the changes in regulation for agency workers wareduced solely via sector
level collective bargaining. Accordingly, the presef changes was less
dramatic in the Danish case. Likely explanationdliese divergences between
the Dutch and the Danish cases are first, theivelgtiarger number of
temporary agency workers, and other atypical warkethe Netherlands and
second, the differences in the industrial relaggstems in respectively the
Netherlands and Denmark.
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