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Introduction:

Tax-equality of women and men was introduced inrDanrk in 1983, and from that year on
each spouse in Denmark has been fully taxed of me@ame and has the value of own
allowance and exemptidnThere is almost no positive financial policiesDenmark with
regard to reconciliation. It was considered raisihg personal allowance for families with
children at the same time as the tax-equality wasduced, but due to administrative causes
this raise was not implemented. Instead a cash gatyof DKK 800 was given to all children
under the age of 10 years. This ‘children’s chéguss given again in following years, and
in the tax reform of 1987 this income independaxtftee allowance was given to all children
under the age of 18 years, and the former incorperdkant part of the ‘Children’s allowance’
finally disappeared. At the same time the persaheduction before tax was reduced
(Christensen 2003). Today the Children’s allowatocéamilies and the ‘Children’s cheque’
are dependant only on the child’s age and the ayfp@mily. The Children’s allowance is paid
quarterly to the child’s mother (unless the chdahot living with her).

Until 1983 the Danish tax system (which was intr@etliin 1903) was based on joint taxation
with the husband as the tax principal, however éniqus with different basic deduction
before taxation for breadwinners and for other éggps — and in a period (1956-1970) even
different tax scales for the family breadwinnerd ather taxpayers (Christensen, 2003).

Personal income tax has reached a higher percemtaDenmark than in other neighbour
countries and form about one fourth of the GDP, arude than half of the tax revenue in
Denmark (Birch Sgrensen 2003). The tax rate is hagkl progressive, as so is the
redistribution by transfers. Denmark is the coumrihe EU with the highest income equality
measured by having the lowest Gini-coefficientsg@&egen, 2009). The Danish government
has however recently tried to reduce tax on empénto make work pay, and have
introduced a tax freeze, which ensures that novahde imposed higher taxes, and that tax
on labour income will be reduced. Furthermore tbeegnment appointed in January 2008 a
Tax Commissioto prepare models for a tax refoemmed at reducing tax on earned income.
The report from this commission was submitted bypriary 2009 (Skattekommisionen,
2009), and the Government together with the DaRisbples Party agreed on a reduction of
tax, Forarspakke 2.0in March this year. The modification and change,icwhwill be
introduced from 2010, will be explained in chaf@eMhere was no gender mainstreaming of
the new tax agreement.

From January 2007 a Local Government Reform hasecono force which changes the
structure of income taxation. The reform howevet baly a minimal impact on the overall
level of taxation. The number of municipalities hasluced from 270 to 98 and the 14
counties have been replaced by five regions, wbhigbosed to the counties do not impose

! Some elements of joint taxation are preserved kiewes for instance: unused exemptions can befaaad
from one spouse to the other. This will be furttiscussed under the section 1.1.
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taxes but will be financed through state subsideesl by contributions from the
municipalities. The reform implied an increasehe aiverage municipal tax rate from 22.134
per cent in 2006 to 24.577 per cent in 2007; thengotax with an average rate of 10.464 per
cent in 2006 has been replaced by a new healthtaaref 8 percent, which is part of state
income taxation. The levels of taxation have thasrbreduced from three to two: only the
state and the local governments now levy taxes [@E@ntry file for Denmark).
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Chapter 1. The national taxation system and its mai‘gender effects’

1.1.The system of taxation in Denmark:

Refer to detailed overview in Grid A

1.2 Gender effects/biases

1.2.1 The income tax systems;

The Danish Government has introduced a tax freaech ensures that no-one will be
imposed higher taxes, and that tax on labour incaifiebe reduced, income tax has been
reduced in 2008-2009. This on the other side alsanm® less money to use in the public
sector — especially in the sectors governed by ompatlities, as these cannot raise taxes. This
also means less money for pay raises in the ladaliqgosector (where a high percentage of
women are employed as nurses, assistant nursesagsistants, schoolteachers, kindergarten
and pre-school teachers), less money for socidiaveeln municipalities in form of keeping
schools in repair, and less money for child- amtkrgdare facilities etc. The cut back and the
lack of means in the public sector has been pramimethe local political discussions and
some municipalities have nevertheless raised tdesgite the threat from the government of
being levied an extra tax (which however not hesnbimposed), as they could not accept the
lack of means for social welfare. In other munitiipes the cut back have caused shorter
opening hours and more closing days in childcamliias, which have made parent
(especially single mothers) less flexible in thieolar market.

1.2.2 Unemployment benefits and assistance;

There has been a tradition in Denmark to have la tognpensation rate for unemployment —
especially for low-paid groups. This means thatdghe a relatively small difference in the
disposable income between being employed and urgegblfor low-income groups, when
unemployment compensation is combined with payment income-dependent public
services such as childcare and housing benefitstully from 2002 by the Ministry of
Employment revealed that 25 percent of personsommlswelfare would have very little
economic gain from getting a job — especially a laaome job, whereas the major part of
persons in employment would have a substantialyefoincome, if they loose their jobs
(Beskeeftigelsesministeriet, 2002). To make it ledsactive to be on social welfare, social
benefits were reduced by law (described in LBK @9 of 13/08/2003). A ceiling on social
assistance after 6 month on cash benefit was imtextfrom January 2004. The background
for this was to ensure that the allowance for rieais of various forms of benefit always is
lower than pay for work — also in the low pay area® ensure an economic incitement to
work (VEJ no. 46 of 25/05/2004). The negative dffgicthe ceiling on social assistance and
the downward adjustment has been part of the pulgiate. The incentive in the law is a
good illustration of that an attempt at closingcindty and low wage traps may lead to
greater poverty, which may be expensive in the Iamg Furthermore, as money, saved by
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reduction of social and cash benefit, were earnthf&e tax reduction on work, this gives a

clear indication that the scale of redistribution the Danish Welfare State is meant to
decrease. Alternatively savings might instead Haaen used to increase salaries in the low-
paid female dominated public care-sector to makeehobs more economically attractive for
low-skilled female workers.

The study by the Ministry of Employment also reeeathat immigrants from less developed
countries (UN-notation) form a high percentage efspns on social welfare who would have
very little economic gain by getting a job — andhaugh immigrants form less than 10
percent of the population they form more than 3fcea of unemployed person on cash
benefit. Married couples — both unemployed - wara special inactivity trap, as there was no
economic intensive to work for one of the spousdess the partner also got a job or unless
the pay was fairly high. The income for a singleneain a married couple with two children
should be unrealistically high - higher than theempquartile for salary workers- to make
work pay. For a single parent with two childrensas much less — lower than the lower
quartile. Married couples with and without childr@md single parents were to a greater extent
receiving long time cash benefits than other famsiliThe study states however, that based on
these observations, it cannot be concluded thaatieof economic incentive is the cause of
long periods on cash benefit; other circumstancayg atso influence the lack of employment
(Beskeeftigelsesministeriet, 2002).

Nevertheless the study (mostly based on the lacleaminomic incitements for married
couples) seems to have pointed to the later refofims potential problems for single parents
(mainly women) were not discussed, nor were thedgeraspect. Calculations indicated
however, that single parents would not be hit eyahiling (VEJ no. 46 of 25/05/2004). The
address of the ceiling seems to have been mardedles — and perhaps even immigrants
from less developed countries (UN-notation). Thés thowever other gender aspects, as
women from less developed countries had and stilleha low employment rate. The
initiatives to make work pay should force immigrambmen into employment along with
their husbands, although jobs hardly would be atgl for them. This falls in line with the
introduced special low start allowance to arrivingnigrants, which should make Denmark
less attractive for (especially) unskilled immigian

Another example was the establishment of the ‘3@@$irule’ (now 450 hours). This policy
implies that in the case that both persons in aiage are dependent on social benefit and
neither have had 300 hours of paid work in the guigwy two-year period, one of the persons
will loose his/her right to regular social benefitsd instead receive a fixed and very small
amount until either person achieve employment fonisimum of 300 hours (Regeringen,
2005). The problem is that such couples are heawirrepresented among people with
immigrant backgrounds (at the time of the policyking 75 % of the 27.500 targeted
couples), and that mostly immigrant women had maisl meeting the rule.
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The alteration in 2008 of access to supplementangtit has also gender bias — and although
this was argued, it did not stop the tighteningafipaccess to supplementary benefit. The
protest from unions against the agreement (whichisaml was not gender mainstreamed),
revealed a gender biased distribution of the uspaof-time in the various sectors. The
Danish Employees’ association, the LO, stated thahy of the employees will have no
possibility of getting a full-time job. This is tlease for a great number of women working in
the public sector (!) (LO’s homepage). The Danishon of civil servants and salaried
employees (FTF) argued, based on data from thecidnete of Employment and their own
special investigation, that the use of supplemgriianefit merely reflects the use of part-time
in the various sectors. The data showed that ab@u0D00 persons had supplementary benefit
from the 30’'th of June 2006 to the 1'st of July 200wo thirds of these were women. The
investigation showed that the local and regionablipusectors have many part-time
employees, 24% of employees in these sectors googed part-time with less than 30 hours
a week, and within the social and health area 36%mployees are part-timers (FTF-notat,
14.02.2007).

1.2.3 Family benefits/tax credits;

As seen in the grid spouses are taxed separateliy the case where a married person cannot
utilise the personal allowance and/or the totabvedince for the medium bracket tax, the
unutilised part can be transferred to the spousés B an advantage for one breadwinner
families (mostly with a male breadwinner) or famsliwhere the second breadwinner (mostly
women) has a relatively low income. Thus, therstils some reminiscence in the Danish tax
system from the former system, based on the suppossf a primary breadwinner (the
husband).

In 2007 FOA (the Association of Public Employed)cotated the amount of extra money a
family had to earn to use day-care facilities fwo tchildren at the age of 0-2 years and 3-5
years respectively; due to the Danish tax-systeth piiogressive rates, the amount of extra
earnings earmarked for day-care vary and may bk faigh. If both parents earned more
than the top taxation limit (when about 60% of axtrcome will have to be paid) they would
in 2007 on average (compared to couples withodtdi@mn and in no need of childcare) have
to earn together an extra DKK 93 000 to pay fotddaire. Parents earning less (under the
limits for top tax) did not have to earn as muchiraxalthough the survey calculated a
necessary extra income of DKK 66 000 on averagetiddcare. (www.foa.dk). Even though
payment for childcare seems fairly low — especitdlylow income groups, it thus puts extra
pressure on a double-income working family, whichaverage has a family income above
the income limit for the reduced childcare fee.yOsihgle parents, parents still studying and
parents on unemployment or cash benefit will nolynhbve an income lower than the
income limits required for reduced payment for daye.

1.2.4 Social security contributions,
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Everybody pays the same compulsory fixed contrdmutto a general Labour Market
Supplementary Pension Scheme — the pay only depeintisur worked. As women on
average earn less than men, they pay a relatiirelgl@ation to their pay) higher contribution
to the Labour Market Supplementary Pension Scheéfoeiever as women live longer, they
also gain more.

The same goes for the unemployment scheme, whighcane independent; however as
women to a greater extent take early retiremergpeaally low paid un-skilled women, they
as such also gain more — on average.

1.2.5 Housing benefits;

Housing benefits are not gender disaggregated, Veweis without doubt, that women — as
single mothers and single female pensioners —tbain part of housing benefit.

1.2.6 In work benefits.

There are no in work benefits in Denmark — excégtshe right to deduct expenses related to
earnings (e.g. transport, trade union membershigs,dunemployment premiums) against
taxable income wage or salary earner. It is byreshinot possible for students to deduct their
transport expenses back and forward to their phstudy.

1.3 Impact of taxation on gendered patterns of egmpent and unemployment:

There is limited amount of Danish research on mhgaict of the current taxation on gendered
patterns of employment and unemployment. The Tani@igsion only mentions the paper by
Frederiksen et al. (2001) and a paper for the welf@mmission by le Maire and Scheuer
(2005). This report will only comment on the papgrFrederiksen et al., as this paper seems
to be the essential one for reference to Danislditons for the Tax Commission.
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Chapter 2. Responsiveness of the labour supply taxation

Tax reduction has been on the present governmagé&sda since it came into power in 2001
and two important reports within the last year dgscthe effect of various forms of tax
reduction:

The report from autumn 2008 from the Economic Adrés(De @konomiske Rad 2008)
discuss the Danish tax system, which to their opiriis subject to increasing pressure’. The
Economic Advisers argues, that globalization makasous tax bases more vulnerable to
international tax competition as capital and labate increasingly internationally mobile,
and states that:

'the main dilemma in tax policy is between effickeand equity. Taxes are necessary to raise
certain revenues. They also redistribute consumptissibilities among the population. At the
same time, most taxes imply a loss of efficiencgus®e they distort decisions of labour supply,
savings, investment, consumer choice, etc. Ultimathe optimal trade-off between these
different objectives is a political question of tn@mount of efficiency cost it is worth paying to
achieve a certain income distribution. Typicallietvarious objectives are, to some extent,
contradictory so that the tax system becomes a mompe between different goals.

A sensible tax reform should consider the whole 9gstem simultaneously, as the various
elements typically affect each other. This is pattrly true for the direct taxation of labour
and capital incomes and for the indirect taxatidrgoods and service¢De @konomiske Rad
2008)

The Economic Advisers’ model the participatory msge to tax changes is modelled as the
change in the number of persons out of work asnation of changes in the net gain from
entering work. In their analysis of taxation anddar supply the Economic Advisers
distinguish between the direct mechanical effectagf changes on the tax revenue and the
dynamic revenue effect of behavioural responsdsviig the tax change. The numerical
results build on a micro-simulation model combinitie modelling of personal income
taxation with a number of assumptions about theatielral responses to tax changes. The
model includes no gendered effects — gender isex@sient. The result of the simulation is
seen in the table below: The positive behaviouffdces of small cuts in the top personal
marginal tax rate — either through a rate reductioan increase in the threshold for the top
marginal tax — offset the mechanical loss of reeefilne earned income tax credit reduces the
effective marginal tax rate and increases the fgam employment relative to non-employment.
The positive behavioural effects and the impliditiehcy gains of a higher income tax credit are,
however, significantly lower than for reductiondiie top marginal tax rate.

Effects of tax cuts on labour supply and tax reeenu

Mechanic Labour Behavioural | Selffinancing
revenue supply revenue e)
effect Effect effect
— DKK mil. — Persons | — DKK mil. | — Per cent

Top tax rate reduction a) -1, 160 1, 900 660 57
Increase of top tax bracket -1, 210 2,500 770 63
b)
Higher earned income tax -1, 230 600 170 13
credit o
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Higher earned income tax -1, 260 2,000 430 34
credit o

a) Reduction of the top marginal personal incomedse by 1 percentage point.

b) Increase of the threshold for the marginal peasmcome tax rate by DKK 10,000.

c) The rate of earned income tax credit is incréasel.8 per cent and the maximum credit is inedagith DKK 1,700.

d) The income threshold for receiving the tax drediaised to DKK 415,000.

e) The rate of self-financing expresses the peagenbf the mechanical tax revenue losses thatem@vered through the behavioural
revenue effects.

Source: De @konomiske Rad 2008. Calculations basetiministrative records covering 10 per cenhef@anish population.

The Economic advisers argue that cuts in the topgima tax rate benefit high-income
earners and consequently have adverse distriblitedfects, and that a higher income tax
credit will have a less negative impact on the meadistribution than reductions in the top
marginal tax rate.

The report from the Tax Commission (Skattekommissy 2009) is based on the Tax
Commission’s mandate to reduce income tax on empoy — especially to reduce tax on the
last earned ‘krone’. The Tax Commission suggestgdaon Danish empiricism and the few
Danish studies — mostly based on earlier data) tittax system inter alia should be
transparent, use the existing tax system as a pbideparture, should enlarge the labour
supply and should be fully financed:
* To repeal the medium bracket tax (at the rate pérécent).
» To lower the top bracket tax from the rate of 15qent to 13.5%.
* To lower the low bracket tax by 1.5 percent.
» To lower the tax ceiling to 50 percent.
* To rise the lower limit for top bracket tax (witrKB36 000).
e To rise the deduction to 7 percent and a maximum@KK 22 300 of earned income
in the calculation of taxable income.
* To rise the subsidy to childcare for single parents
* Torise the tax credit with DKK 1000 for all persoover the age of 18 years.
* To give all person over the age of 18 years a fgreleeck of DDK 700 to compensate
for new and higher taxes on climate and environrsgatn.

The Tax Commission expects this to influence thela supply with in total 24 000 persons,
mostly women in the health sector, and mostly au¢he effect of the abolished medium
bracket tax and lowering the top bracket tax, dnd evident from the figures in the report
that it also means that the Gini-coefficient shaige a few percentage. The Tax Commission
has based it's calculation on the assumption,wioaten react to a higher degree on change in
the tax system (have a higher labour tax elasjicityye calculations are in line with the
calculation from the Economic Advisers, and basedadormer study by Frederiksen et al.
with data from 1996 (Frederiksen et al., 2001)iclhs included in the following grid.
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Chapter 3. Reforms of the national taxation systerover the last 10/15 years

3.1 Recent developments in the national tax system:

The Danish government has in recent years redumoednie tax on employment to make work
pay and a tax freeze, which ensures that no-onk beilimposed higher taxes, and the
government has promised that tax on labour inconike bg gradually reduced. By the
appointment in January 2008 of the Tax Commisshan first step to a fundamental tax
reform was taken, and the report from the Tax Cossion was in early 2009 the basis for
Government and their supporting party’s (the Dasbples Party) agreement on a gradually
reduction of tax from 2010 onwards, the so caledarspakke 2.0The new agreement does
to a high degree follow the suggestions from th& Tammmission — exception are: the
government only wants to lower the low bracketlgn0.5 percent (which means that the low
income groups will gain less from the Tax reform Rorarspakke 2.0than from the
suggestion of the Tax Commission), and the govemimél only lower the tax ceiling to 51
percent.

3.2 The employment impact of reforms:

The government is less optimistic than the Tax Cassion and expects the tax reduction to
influence the labour supply with a lower numbepefsons - in total 19 200 persons, mostly
due to the effect of the abolished medium bracketaind the lowering of the top bracket tax.
In fact by abolishing the medium bracket tax théividual tax and gender tax-equality has
been more pronounced.

3.3 The assessment of reforms from a gender perspec

The government does not mention that the main gfathe extra labour supply should be
women — in fact gender is totally missing in the taform. It has stated in the public debate,
that it seems that men are going to gain from #xeréform whereas women are going to
work more - as for instance by Henningsen (2009)er& was apparently no gender
mainstreaming of the new tax agreement. One maydarowhy it apparently has not been
discussed to have different tax scales for womehrmaen. This should according to Alesina
and Ichino (2007) be the right conclusion followitige fact that women also in Denmark
have a higher elasticity regarding work and tax] trere is a lack of skilled women (nurses
for instance) in part of the highly segregated Banabour market. Denmark is not unfamiliar
with two different scales as earlier mentioned, ihgwdifferent tax scales for the family
breadwinners and other taxpayers as late as in-19%6.

The abolishment of the medium bracket tax may hpareler bias, as the present possibility of
transferring unused deduction to the spouse hasdeadvantage for one breadwinner families
(mostly with a male breadwinner) or families whére second breadwinner (mostly women)
has a relatively low income. This is not discussethe report from the Tax Commission, and

11
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interestingly all the calculations one can makeodahe Tax Commission’s homepage to see
how much ones family gains from the tax reductioe all based on an equal income
distribution for the woman and the man in the fgmil

12
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Summary and final considerations

Denmark has now for more then 25 years had alnmolétidual and gender equal taxation,

and by the new tax agreement this individuality gadder equality is taken a step further. As
such the new tax system is of no obstacle to geegeality regarding employment. At the

same time child care facilities are available agldtively affordable in an European context,
which makes a double breadwinner family possibées well as it makes it possible (together
with the redistribution) to be a single parent fgnwith only one breadwinner. Maybe the

only thing in Denmark which is becoming less amgslpossible is to be a family with two

parents and only one breadwinner — or with no lw&atkrs. The keyword in Danish policy

is self support and also high employment partiogmator both women and men in the labour
market active age group. The new tax system - hegewith the continuously high tax on

labour income - facilitate and consolidate thisrapph, which is based on an individual and
non gendered understanding of the labour force.

However, we still have families in Denmark, andl stave planning within families as how to
cope with reconciliation of work and family, espalyi when the children are living at home.
And we have - in a European comparison considehadow Gini-coefficient in Denmark —
a relatively high gender wage gap. If the governmeamt to enlarge the labour, another way
to go would be to differentiate tax scales to miakaore attractive for women to work — or
work longer hours - in the part of the labour mankdere they due to their education are
scarce. That is — as Denmark not that long agodiféetent tax scales for breadwinners and
other taxpayers — a lower tax scale could be inited for women. How come that this is not
even discussed?

At the same time, there is no gender disaggredageckes of tax and benefits, which makes it
impossible to tell if the redistribution in Denmaskgendered in a way where men pay higher
taxes (as they earn more) and women to a gredtemtextaim the benefits. We do not know if
the ‘old’ one-breadwinner system’ in the family wléhe husband was the main breadwinner
just has been transformed into a bigger scale, evimen still support women by the
redistribution over taxes. This is a question wtiels not yet been investigated.

13
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Annex 1- Grid A

The national tax-benefit system2007/2008

Denmark

Description based on OECD-EU country file — figuregrom 2007

Main changes in 2008 (if no change
leave blank)

Income Tax
[Tax credits]

Standard allowances
Expenses related to earnings (e.g. transport, traig membership dues, unemployment premiu
are fully deductible against taxable income wagsadary earner. (Contributions to unemploym
insurance are also considered as a social seaaniyibution). From 2004 and on the taxpayer

deduct 2.5 per cent of earned income to a maximbdkiK 7 500 (2007) in the calculation of

taxable income. The effective value of the cresliequal to the local income tax rate including
state health contribution of 8% (33.3 per centwerage) multiplied by the value of the deduction

Standard tax credits

Each person is granted a personal allowance, whiconverted into a tax credit by applying the

marginal tax rate of the first bracket of the in@tax schedule. For a person 18 years of age
older the tax credit amounts to (2007):

ms)
ent
can

the

and

5.48 % of DKK 39 500 = DKK 2 165
8.0 % of DKK 39 500 = DKK 3 160
25.314 % of DKK 39 500 = DKK 9 999

For central government income tax

For central government health tax

For local government income tax including church ta
(average rate)

In total (average rate): 38.794 % of DKK 39 500 = DKK 15 324

There is a special lower personal allowance fandividual younger than 18 years: DKK 29 300

Income tax schedule
The low bracket tax to the central government is assessed on the gaggref personal income ar
positive net capital income at the rate of 5.48qaant.
The medium bracket tax to the central government is assessed on thegpatie aggregate d
personal income and positive net capital incomeval@KK 272 600, at the rate of 6 per cent.
The top bracket tax to the central government is assessed on the £xifeBKK 327 200 of the
aggregate of personal income and positive netaldpitome at the rate of 15 per cent.

nd

=h

If the marginal tax rate including local tax but excluding church tax exte&9 per cent, the tq
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bracket tax rate is reduced by the difference betwtbe marginal tax rate and 59 per cent. At
average local tax rate, this reduction equalle80Qoer cent in 2007.

State and local income taxes
The Local Government Reform and the Financing Refof 1 January 2007 have had implicatic
for the distribution of income taxes between thenitipalities and the government: the number
taxation levels has been reduced from three todsvthe new regions, as opposed to the cour
cannot impose taxes, and municipalities took ower share of the county revenue that did
correspond to the new state health contributioBl6f- i.e. approx. 4%.
Local flat-rate income taxes are levied by the rmoipailities (including church tax) and the rate gat
by jurisdiction. The tax base is taxable incomex Gigedit varies with tax rates. The average am
is including the state health contribution of 8%:

* Lowest rate: 29.21 per cent

» Highest rate: 35.94 per cent

* Average rate: 33.314 per cent

* (based on municipalities: 24.577; church: 0.748Y state health contribution of 8 percer

Family income

The tax unit is the individual. Spouses are taxaghmately, but the tax liability of a married indval
may depend on the spouse’s income: tharied person cannot utilise the personal allowance,
unutilised part is transferred to the spouse, fiadnarried individual cannot utilise the total allowan
of DKK 272 600 for the medium bracket tax, the ilisatd part is transferred to the spouse.

the
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Unemployment
Benefits

Unemployment insurance

Unemployment insurance is voluntary. The generallitimn is membership of an insurance fund
the last year. After 52 weeks of full-time work hiit the last three years, the employee is entitie
benefit immediately on becoming unemployed. Theddmns are fulfilled with payment of th
membership fee.

Calculation of benefit amount
The benefit amounts to 90 per cent of previousiegsnafter deducting 8 per cent social secu
contributions from those earnings. The maximum rignibenefit is DKK 14.798 (DKK 3.415 pe€
week). The minimum monthly benefit is DKK 12.133KR 2.800 per week)

Among the efforts of the prese
f@anish government (supported

dDanish Peoples Party) to enlarge
elabour force or just to expand ti
working hours are the efforts of turnir
part-time employees into full-tim
employees by altering rules regardi
rgypplementary unemployment bene
rit has (under special circumstanc
been possible for employees holdin

nt
by
the
ne
g
e
ng
fit.
BSs)
]

Wages reduce the amount of unemployment benefits fmur of work reduces the benefit by

theart-time job with a maximum of 29,

6
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value of one hour), while other income and earnargsnot taken into account. hours a week to have supplementFry
Tax of benefit and interaction with other benefits unemployment benefit for the

Ul benefits and cash assistance fall under the deanp income relief scheme and are normaltgmaining hours of a full time week
taxable. The earnings related contributions arg pald of earned income. Recipients of Ul benefitd 37 hours. The supplementary
do not pay the 8 per cent social security contrdoutContributions to the unemployment insurapcmemployment  benefit was by
fund (both the unemployment and early retiremerstuiance contributions) are also made | lagreement of March 5 2008 limited [to

unemployment insurance beneficiaries. 30 weeks within a period of 2 years] It
is however possible to regain the right
Duration of unemployment benefit to a new period of supplementary
The benefit period is four years. Educational paogg do not qualify for extending the period. To|reenefit after 26 weeks with at least B0
qualify for benefits, a minimum of 26 weeks mustspent in paid employment. hours work within 52 weeks (Ministry

of Employments' homepage).
Special groups
For "new comers" who have joined the insurance idiately after finishing their education the U
benefit amounts to 82 per cent of the maximum Widhe i.e. DKK 2.800 per week (DKK 12.133
monthly). The Ul benefit for younger persons (und&) without sufficient education for the
“newcomer” rights amounts to 50 per cent of the imaxn Ul benefit, per week DKK 1.710 (DKK
7.410 monthly).
Members of an unemployment insurance fund who ha@arhed the age of early retirement

(currently 60 years) and as a main rule have bemmbrars of an unemployment insurance fund| for
30 years and who have paid contributions for vapnearly retirement in a corresponding period|are
entitled to voluntary early retirement pay untieyhreach the retirement age (65 years). The early
retirement pay is paid at an individually calcutht@ate, but for a maximum of 91 per cent of the

maximum unemployment benefits which correspond®kdK 3.110 per week (DKK 13.477 per
month) for persons starting voluntary early retiesmat the age of 60. If the transition into voamt
early retirement is put off for a minimum of 2 yeand if the member in this period has worked for a
minimum of 3.120 hours the voluntary early retirenpay is paid at the rate of 100 per cent of|the
maximum unemployment benefits, corresponding to C&K4&L5 per week (DKK 14.798 per month).
Members are not compelled to be available for vam#t may work for an unlimited number of hours
with an hour-to-hour deduction.

Personswith a permanently reduced capacity to work
A "flexible-job” is exclusively offered to personsith a permanently reduced capacity to work, and
who have exhausted all possible offers of rehalili¢ training without gaining reentry to the
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ordinary labour market. In the event of unemploytmernemporary benefit (“ledighedsydelse”)
paid by the municipality until another "flexiblelb is offered. The “flexible-job” scheme and t
“ledighedsydelse” are administered by the munidijeal It is not a requirement for the person to

[
he
be

a member of an unemployment insurance fund. A apegrly retirement scheme also exists |for
persons admitted to the "flexible-jobs” scheme.
Unemployment assistance
There is no unemployment assistance in Denmark.
Social Assistance Conditionsfor Social assistance
Qualification for receipt of social assistance lmtta “social incident” has occurred, such|as

unemployment, must have taken place; a low incam®i in itself a social event. If social assista
is being received due to unemployment, job searithbe enforced. There is no limit to soci
benefit — it just reduced after half a year.

Calculation of gross benefit

For single people the benefits are calculated Herindividual, and amount to DKK 8.959 whi
approximately corresponds to 60 per cent of theimax unemployment insurance benefit and
single mothers/fathers to DKK 11.904 which appraadiely corresponds to 80 per cent of

maximum unemployment benefit. For married couphes benefits are based on the income

fortune conditionof both spousesA married couple with children may get two tiniekK 11.904
subtracted from any income the couple may earn.

After 6 months the sum of social assistance angdihgwenefits cannot be higher than DKK 11.4
per person for recipients and their spouses/cadraiitwith dependent children and DKK 8.959
recipients and their spouses/cohabitants withopex@ant children. For a single mother/father
maximum is DKK 14.850, and for single persons withdependant children the maximum is DH
11.904.

Recipients whose spousenist available for the labour market (measured by theadled ‘300’hourg
rule’ - see section 1.2.2) receive benefits aseithe was single, with a supplement of DKK 2.]
(until April 2009).

Income and earnings disregards

If the applicant or his or her spouse has an incbora work or an income derived as a result
activation scheme, a sum of DKK 13.00 per hour wdrghall not be deducted from the total beng
payable. If there is a reduction on the socialséasce for married couples after they have rece

nc
al

CThe ongoing economic crisis in
f@renmark has put focus on this way

trealculation as quite a lot of persons

andt being in an unemployment
scheme cannot claim social benefit
long as their spouses can support

)@Wem — or as long as they have any

féand of fortune.

the

(K

/86
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assistance in 6 months and income from work, a sLliKK 31.68 per hour worked shall not
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deducted from the total benefits

Tax treatment of benefit and interaction with other benefits
Recipients of social assistance (SA) pay incomghtatxnot the 8 per cent social security contriuti

Special groups
Social assistance for people under the age of 2bdenot reside with one or both parents the benefi
is DKK 5.773. It is DKK 2.786 for people under 2%avare residing with one or both parents. The
assistance is reduced after 6 month so that thetasse is DKK 4.852 for people, who do not reside
with one or both parents. It is DKK 2.412 for pempinder 25 who are residing with one or bpth
parents.
Married couples have their social assistance retaéter 6 months. The reduction is gradual and
DKK 566 per person per month.
In 2002 a kind of qualifying principle was introditt regarding social assistance. It became a
condition for receiving social assistance, thatdpplicant had been a resident in Denmark for|the
last 7 out of 8 years. A resident not fulfillinggtobligation will get starting allowance (Startipgan
stead. The benefit is DKK 4.787 for married peameeople living together — each, if they are|25
years or more. It is DKK 5.773 for single peopleople with children receive extras for up till two
children.

Special housing benefits for people receiving social assistance
For families without children, net rent (gross remtus general housing benefits) exceeding DKK
2.350 per month is paid. For families with childrefl net rent above DKK 3.400 per month per
adult is paid, reduced by DKK 650 for each chiltiestthan the first. The total amounit social
assistance after tax and special houslmnefitsis subject to one of two maximums, depending
either on previous income or the maximum unemploymeenefit. The first three month the
maximum is previous income after tax. After threenths the total amount can never exceed
maximum unemployment benefit after tax.
If the sum of special housing benefits and the gressother income after tax exceed DKK 11.904
after tax, total social assistance may not exc&eple® cent of previous net earnings when in work.
When cash benefits have been paid to a persomfaniaterrupted period of three months, the sum
of special housing benefits and the person’s ath@yme after tax must not exceed the amourt of
maximum unemployment benefit payable under th@actnemployment insurance.
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Family Benefits -
Working Family
Tax credits

Conditionsfor receiving family benefits
Each child aged 0-17 years qualifies the familyldenefits, and child benefits are not subject tp

means test. The annual amounts are DKK 13.892Ipler aged 0-2; DKK 12.552 per child aged 3;6;

and DKK 9.876 per child aged 7-17. The benefitaglput on a quarterly basis, and is not taxablé

Special groups

Lone parents receive normal family benefits bub ajsalify for additional payments of DKK 4.5(
per year (independent of the number of children¥ PKK 4.428 per child aged 0-17.

Parents with multiple births receive extra DKK 7228r the following children from O to 6 years
age.

Full orphans receive DKK 25.512 a year; half-orphesteive DKK 12.756.

Children of pensioners receive DKK 11.304 a yearchéld (one pensioner parent) or DKK 12.756
year per child, plus DKK 4.428 per year independéithe number of children (two pensioner
parents). The supplement is paid quarterly anépedding of the income of the parents (only the
large supplements of 11.304 and 12.756).

Adoption grant is given for the adoption of a fgrechild, a single lump sum of DKK 42.007.

A total of up to DKK 5.808 is payable a year focke@arent who is studying. The supplement is
quarterly and is depending of the income of thepia:

an

\1L74

) A

aid

Social security
contributions

Social security contributions

Employees are recommend to make a fixed contribuifdKK 8 052 for unemployment insurang
From 1999 and on the contribution to unemploymesuiance is split into two: one part consist
of the contribution to unemployment insurance (DBR76), while the other part is a voluntg
contribution to an early retirement scheme (DKK74)/ If the employee is insured part-time, s
pays two thirds of the unemployment and early egignt insurance contributions. The individ
employee decides how much s/he wants to be insufeititime or part-time.

Additional social security contributions are asséssn the basis of employees’ gross earnings g
rate of 8.0 per cent. Social security contributi@ns not assessed on social transfers or on cg
income.

There is a compulsory fixed contribution to a gehdrabour Market Supplementary Pens
Scheme. The supplementary pension contributiongaie in proportion to the number of hoy
worked: DKK 975.6 for workers with at least 117 toof work each month. For employees work
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less than 117 hours and at least 78 hours a mthrate is DKK 650.5, while employees with
least 39 hours but less than 78 a month pay DKK 328 employees with less than 39 hour
month pay DKK 0. The employers contribute twice &ngount.

at
S a

Housing benefits

Conditionsfor reception
There are two housing benefit schemes: generaspecial housing benefits:
Thegeneral housing benefit divided into two schemes:
» The first scheme (boligsikring) is primarily aimatitenants with children and other tenants
high rent. From 2003 this scheme also covers disapéensioned.
» The other scheme (boligydelse) is exclusively feeipients of old age pension and disabi
benefits (before 2003) and is somewhat more geserou
Thespecial housing benefitge linked to social assistance. In case of aled:“social event” sucl
as unemployment or iliness, anyone can in prindigleome eligible, depending on the househag
income, the rent paid, number of children etc.

Calculation of benefits - general housing benefits

Rent excluding consumption of electricity, gas, avater is corrected for the indicative size of
apartment expressed in square meters. The comefator is the sum of 45plus 20 M per
household member divided by the actud. @orrected rent will - if it exceeds certain lim

vith
ity

n
Id’s

the

t

depending on family size - be reduced to a maxinallowed (subsidized) level. The benefit in the

first mentioned scheme (‘boligsikring’) is calcddtas the difference between 60 per cent of

the

subsidized rent and an own payment calculated g®18ent of the household income beyond DKK
120.200. Are there two or more children in the lebwdd, this threshold is raised by DKK 31.700 per
child up to four children (per 2nd, 3rd anlti ehild):
General housing benefits (in DKK), 2007 (boligsikmg).
Number of children 1 2 3 4 or more
Max. subsidized rent per year 67.400 70.800 74.100 77.500 80.900
Max. benefit per year 15% of the rent,

or max. 35.580 35.580 35.580 35.580 44472
Households with children can receive benefits UpKK 35,580 or DKK 44.472 if there are more
than three children in the household (see tablegbdlouseholds without children face an extra rule

after which benefits cannot exceed 15 per certtetalculated rent.
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Regardless of the benefit calculated the housemoist always pay at least DKK 20.200 out of the

payable rent. Otherwise the benefit is reducedraaugly.

Thresholds and parameters in calculation of housingenefits | Denmark (DKK), 2007.

Per cent Per cent Threshold raised Maximum Minimum
Scheme benefits  Threshold b per child (2-4) benefit
of rent above own payment
Boligsikring 60 120.200 18 31.700 35.580 20.200
Boligydelse 75 123.700 22% 32.600 36.612 131100

" And at least 11 percent of household income.

In Work Benefits

There are no benefits specially targeted on peapierk.

Other relevant
components:
Childcare

Childcare is considered a public responsibilityDenmark, and the larger share of the cos of
childcare is publicly funded. Subsidised day-caravailable to all households with young children,
and the parents of a child are from July 1. 200&gnteed day-care when the child is 26 weeks until
school age. The fraction of children in childcadog &ge and type of childcare) is shown in the table

below (2006):
Age integrated
Afterschool day care
Nursery Kindergartens  centres institutions  Family day care  All
0 years 2,1% 0,0% 0,0% 3,3% 9,8% 15,3%
1-2 years 11,9% 3,5% 0,0% 26,7% 45,1% 87,4%
3-5 years 0,1% 50,3% 5,2% 39,7% 0,4% 96,2%

Payment for childcare is dependent on the childremie and the parents’ income. Parents pay a

maximum of 25% of the costs, and the parents’ payni average for Nursery DKK 31 427, Fam
Day Care DKK 23 630 and Kindergarten DKK 16 514.

There is no charge for day-care if the personabrme [gross income net of general social secy
contributions] is below DKK 134.001. From DKK 1881 to DKK 136.967 the subsidy is 23.75 |
cent of the actual expenses in a given day. Franititome level, the subsidy is linearly redu

ily
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until the full price is paid at a personal inconfeDiKK 415.899, i.e. the subsidy is reduced by 0,
per cent point for every income increment of DKIREX.
There are special discount rates for siblings:fdraily has more than one child in day care, the
price is charged for the child in the most expemslay care facility and half the price is charged
all the remaining children in day care. The incarlated payment is calculated subsequently.

Parents of children with special social problems bave a supplemental subsidy in addition to
above-mentioned subsidy.

Childcare fees arenot tax deductible, and fees are not taken into adcevmen determining
entitlement to benefits such as social assistdngehe fee is however income dependent.
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Annex 2- Grid B. Summary of Empirical Studies on &bour supply elasticities

Overtime Work Dual Job Holding and Taxation

A.
Data Sample: characteristics of sampled individuals REPESEREIENEES OF 29l
Country Authors (year) Series
Characteristics| Characteristics No of
of the sample of earnings observations | national regional local
Denmark Frederiksen, Survey merged with Persons aged | Hourly gross | 1150 yes
Anders, Enne | data from Danish 18-59 years wage rate

Krogh registers except students,
Graversen and persons with
Nina Smith long time

(2001) iliness , self
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employed and
assisting wives

B.

Own wage elasticity Value of elasticity

Eucw_ne 0.360 (0.005)
Womer €cw_ner= 0.381 (0.005)
€y=-0.040 (0.001)

Eucw_net= 0.277 (0.009)
Men (baseline estimat— (Standard deviation in parentheses) €cw net= 0.358 (0.010)

&, = -0.078 (0.002)

The elasticity are all declining with increasing@me deciles — but at all income deciles highemfomen than for men, it is however important to
realize that the study deal with overtime work dndl job holding in relation to taxation
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