Notes for HR Managers for Denmark

Contract Eligibility

In Denmark all individuals employed for more than 8 hours a week for more than 1 month are entitled to a written contract with their employer. The contract has to have the following information:

· Names and address of employer and employee

· Address of workplace

· Description of the job or title

· Date were employment has commenced

· Expected duration of employment

· Vacation rights

· Termination notice in days/weeks/months

· Salary and how often it will be paid

· Daily or weekly hours of work

· Which collective agreements cover the job

IT companies tend not to have collective agreements but if a union approaches it has to be taken seriously. Almost everyone in Denmark is member of a union – actually 83%:

In general 

A great many things are defined by law in Denmark and the laws change frequently. HR managers are advised not to write the text of a law into the contract but simply to refer to a law : otherwise if the law changes one is stuck with the previous elements. Rather than write that the employee handbook is an integral part of the employees contract, the handbook should be treated as a guide to the existing law. 

The main applicable law is the  Funktionærloven –it covers almost everything for white-collar workers. In many cases it is sufficient just to refer to the law.

The tendency in Danish contracts and other employee documentation is not to mention something where it does not have to be mentioned. In particular not to  express “wishes” which can become policy commitments. 

1. Remuneration

If the company wish to amend remuneration this can be done either with consent or with 6 months notice or whatever notice period applies to a particular type of employee. The employee then has the right to consider himself dismissed and termination payments will then be appropriate,.

Hourly Earnings

It is advisable to state how the  hourly earnings are calculated  – e.g..in. in connection with overtime. The normal method is monthly salary/160,33. However given if the overwhelming  proportion of staff in are “white collar”  this may not be required

2. Vacation 

Here follow some examples of vacation law and practice.

The Ferielov (vacation law) entitles everyone to 5 weeks of vacation per year. An employee earns the right to 5 weeks of paid vacation in a calendar year, and uses the vacation in the following year from May 1st till May 1st.  If and when an employee leaves his or her job he receives a "feriekort"(money order) for the amount of vacation he is entitled to. Usually 12½% of the employees monthly salary per month.

The employer and employee work out when the vacation should take place, but if necessary the employer can decide, with appropriate notice – 3 months notice for summer vacation and 1 months notice for the rest  - when the vacation should take place.

Example:

A new employee straight out from high school, who starts work July 1st 2000 with a salary of 20.000 DKK per month, will during the 6 months that he works in 2000 earn 2½ weeks paid vacation, that he can use from May 1st 2001 till May 1st 2002. If he takes more holiday than these 2½ weeks, he will not receive any salary for these days. If he quits his job February 1st 2001, he will receive 12½% of what he made in 2000 (20.000 x 6 x 12½% = DKK 15.000) as “vacation money”, that he could use from May 1st 2001. 

It is possible to give extra vacation on top of this, but this can lead to complications.  Note that in Denmark the word “holiday” is frequently used instead of vacation and this can cause confusion with companies used to using the word vacation and limiting “holiday” to statutory holidays.

3. Sickness and Injury

White-collar workers covered by the “Funktionær law”, are governed as follows.

For sick leave

The state pays for sick leave according to the sick pay law (sygedagpengeloven). The employee is entitled 90% of their wages, maximum DKK 2.937 pr. week when they are sick. This amount if course subject to change by government order from time to time.The employer pays for the first 14 continues days, and the state for the following days. In many collective agreements it is possible to get extra pay on top of this.

White-collar workers “funktionærer” are entitled to full pay during sickness, including their normal pay for working at odd hours if appropriate. The company then instead receives the sick pay the worker normally is entitled to. There is no official limit as to how long they can  be in receipt sick pay, but an employer can insert a sickness clause into a contract. Technically an employer is entitled to fire an employee if sickness is excessive: however  there are no rules to define “excessive”. If there is a commission plan in place there needs to be a definition of how the commission is to be calculated in periods of sickness- e.g. last three months average commission.

4. Health & Safety

In many employee handbooks  it is written.. “As an employee, you have responsibility for your own safety and your co-workers”. Unfortunately, by law in Denmark the responsibility is entirely borne by the employers, even in cases of total worker negligence.

5. Notice period

The funktionærlov states the following .

From the firm:

First three months – 
2 weeks.

(only if specified in the contract, else wise 1 month)

(the following are always to the last day of the following month)

After 3 months -
1 month

After 6 months -
3 months

After 3 years
-
4 months

After 6 years
-
5 months

After 9 years - 
6 months

After 12 years - 
6 months + 1 months severance pay

After 15 years -
6 months + 2 months severance pay

After 18 years - 
6 months + 3 months severance pay.

From the employee



First three months -
none (if specified in contract, otherwise 1 month)

After 3 months - 
1 month

Note that total service includes the notice period.

If you write it in the contract, you can make a special rule, that if the employee is sick for 120 days in the last 12 months, he can be always be fired with one months notice. This special rule is becoming more and more rare, and no longer used in government contracts. 

6. Firing of Employees Who Give False Information on an Employment Application.Form Sounds simple enough but it is in practice very hard to fire someone without compensation.

7. Salary and bonus. The additional holiday pay vacation pay or “ferietillaeg” is actually 1.5% of pay paid while working (52 weeks minus 5 weeks of vacation, hence 92%). It is usually paid every year in April or May, but may also be paid in portions during vacation.

8. Health Cover

It is becoming very popular to buy additional health coverage, so employees can have private health care and enter hospitals in a hurry. The state run hospitals unfortunately have some waiting time. The cost per employee is about. DKK 1.600 pr. year, and should be considered.

9. Life Assurance + Pension

The Funktionærlaw says that an employees  family is entitled to 1, 2 or 3 months pay, if he dies and have been employed 1, 2 or 3+ years. On top of this the  family are entitled the usual welfare payments if they are in need – it doesn’t amount to much though.

The majority of companies have a pension plan for all employees. It will usually consist of.

Accident assurance.

Life insurance.

Critical illness assurance (if an employee gets a serious illness he is paid a large sum up front, before his deceasy.)

Child pension (if you die, till the child is 21).

Old age pension..

Additional Health Coverage (as described above)

Almost everyone covered buy a collective agreement has a pension plan with a contribution of 6 % (4% from the firm and 2 % from themselves). These rates are going up by ca. 0,6% point pr. year. In non-union companies it is normal with 15% (10% + 5%), normally after 3 months of service, but more and more often from day one.  

10.Social Charges

It is not normal to state the employee charges into a handbook. The employees do not regard it as a benefit but more as a duty. 

11. Career progression

In many employment handbooks there is a stated a commitment to advertise internally and even advertise internally internationally. This is not strictly necessary and if the company does not keep up with the “commitment” it could end up in court.

12. Education Policy

In Denmark further education for employees  would often be night courses at business schools. It is common to pay all the expenses, including books. Some of the more expensive courses cost DKK 40.000 pr. year. Due to Danish  taxes, a pupil would have to earn 120.000 to be able to pay 40.000 to the school. It is business wise cheaper if the firm pays 40.000 that they can deduct.

13.Professional Membership Subsidies

A normal fee would be DKK 3.000 a year.

14. Data Protection Policy

The Danes  have a new law – Personplysningsloven – that defines this very carefully. It is new and no one seems quite clear how harsh it will be till they have had a few cases. 

15. Staff Referral Schemes

If there is a referral scheme whereby employees get a reward for referring a candidate to the company: and if it remains unchanged for over a year after the original  limit it risks becoming a part of the terms and conditions of employment. Therefore if it is then to be changed or withdrawn one has to give the same amount of notice as any other change in the contract. It is therefore recommended that if the plan is continued to put another time limit on it , to have an interregnum between one plan and another  and also to slightly vary it from time to time.

The bonus is liable for tax.

16 Long Haul Flights.

Some companies offer a facility  for partners/friends to use air travel if it is no more expensive than the normal fare. Please note,

1. In Denmark a partner/friend should pay taxes of the value of this free plane ticket/accommodation, and the company should notify the tax department. Most companies would not be keen to put this benefit in writing.

2. Some companies do this but on condition that the company gets something out of it too –say a reduction of 15% of the overall costs. It is argued that having a spouse/friend around can mean that the employee is not as available as he or she might be or has traveled in a cheaper class and so is not so productive.   

17. Meals When on call and on duty
Many Danish companies pay  tax free rates which  the government sets per country without receipts. 

18. Termination

Gross Misconduct.

Often in cases of gross misconduct there is a clause for suspension with pay. In these cases in Denmark it is normal to terminate employment immediately – without pay. Then there might be a case and investigation, where things may cool down and the termination changed to an ordinary notice, except that the employer cannot require the employee to work this notice. The practice is not to suspend employees  with pay in these cases. The law says you should act swiftly. If not you lose your chance to act.  

Termination Procedure and Indemnities.

There is no need for the highly regulated time periods between letters forming a termination as there is in France, nor is there the problem of only being able to terminate on quarter days as in Germany. The tendency is to fire employees towards the end of the month and then pay out the notice period.

The company risks a claim for unfair dismissal and this can be as much as 52 weeks salary. However it is much more likely to be 2 to 3 months salary. Accordingly the procedure is to fire pretty abruptly and then come to a compromise . A rough guide is that one pays out the notice period plus 1 to 3 months pay. This can be rendered tax effective if described as “special income” (saerlig inkomst). Then the first DKK 8000 is tax free. Obviously the usual provisions of a termination deal apply – ensure the employee accepts the deal as the final settlement of all dues …

19. Sickness Policy

The Danish practice is to require sick notes early-no later than 9.00 am. Employees may be terminated without notice i.e. as gross misconduct  if the employee has received a warning and still habitually turns up late .

20. Vacations

Vacation carryover

Employees are at present not permitted  to carry over vacation from one vacation year to the next unless there is a specific agreement in their collective agreement to permit this. If there is outstanding vacation, it is the firms job to send the value of  the unused vacation, to the State Vacation Foundation, where it is used to build summer cottages for the workers! The law is changing in this area, but only where there is a collective agreement, 

21. Sickness on vacation

The vacation law is specific but complicated about sickness and vacation, In short if an employees’ holiday starts Friday afternoon, it is the company problem if he is certified sick Saturday or Sunday, but the employee’s problem if he is  sick after the official vacation starts Monday 8.30.

The vacation law indicates the level of deduction and the rules has recently changed. It is therefore recommended that nothing be written down about deduction for unpaid vacation days. 

22. Leave for Special Circumstances

Civil obligations – sitting in a jury, being voted member of the city council, counting votes, being reenlisted etc. - are paid for in a host of various ways – sometimes a lot sometimes nothing. It is recommended that these be left to individual discussion .

It is usual to permit a day of absence for 

Burial of close relatives

Employee’s own wedding

Household removal

Visits to the dentist and doctor

23. Maternity Leave Policy

All of this is regulated by law 

The dagpengelov states the following:

The government pays sick leave pay DKK 2.937 pr. week during maternity: 

Women receive pay 4 weeks prior to birth and 24 weeks after. On top of this they can apply for extra leave 2 x 6 months at 60% of sick leave pay. The first 6 months they are entitled to, the following 6 months the employer can reject. 

Men receive pay 2 weeks of paid leave after their child is born, and to some degree can substitute their wives in the following months (in the 14th till 24th week). There is political pressure that men should spend more time at home during the maternity leave, instead of leaving it all to the wife..

One of the political parties has proposed 1 year paid maternity leave, so the above will probably change in due course. 

24. Health and Safety Policy

As mentioned earlier safety is the employer’s responsibility. One can claim that the  employees have responsibility for escape routes and guests, but it will not hold in court.

25. Patents:                      

Patentable inventions produced by employees are governed by the Danish Act on Employees' Inventions, cf. Consolidated Act No. 931 of 18 March 1986 as amended. Under the Act, the employee is the real owner of the rights to these inventions, but the company can claim the rights hereto, and must pay proper compensation. 

26. Retaining employees

Danes are very conscious  about their taxes. A lot of emphasis is put on benefits that in some way are “tax shelters”. When HR staff in Denmark recruit, most of the time is spent negotiating extras’ such as:

· Free cars – managerial and sales (Cars are very expensive in Denmark –a Ford Mondeo costs DKK. 250.000 and gas is kr.9-10 per. litre) A new car is taxed at 25% of the value up to DMK 300,000 . after the first year it is taxed at 20% of the value.

· Free telephone and mobile phone, ADSL are taxed at a flat rate of DKK 250 per month even if the usage is higher.

· Free newspapers, Free television and HiFi rental, cable network etc-(100% of value for tax)

· Representation allowance –100% of value unless there have been expenses

· Traveling to conferences abroad- 100% of value.

Contract

	   1.

2.

   3.

   4.

   5.

6.

 7.

  8.

   9.

 10.

  11.
	Employees (cpr-nr., name and address):  



	
	Starting date of employment: 28/10-1998               



	
	Company (CVR-nr., name and address):


	Workplace:



	
	The employment is: 


	(X) Continuous

(  )  Stops the: __________



	
	Title or description      xxxxxxx  Manager



	
	Vacation:


	( X ) Vacation law

(  ) Collective agreement (see 11)                                                   



	
	Notice of TERMINATION:

                                                                              
	(X)  The ”Funktionærloven ” or the salaried employees act                                                                            (  )  Special terms – se reverse page

(  )  Collective agreement (see 11.)

(  )  Other notice  _______________



	
	Salary payable: 

Kr. 


	(X) Monthly.


	(  ) Bi-weekly

	
	Pension plan 

 (  ) Grafisk Pension


	(  ) FunktionærPension        


	( x ) Other pension:

	
	Daily/weekly hours of work: _37_ hours

Working hours: Monday till Friday 8.30 till 16.30.



	
	This employment is covered by the following collective agreements:

-None-. 


	

	
	Date:

Firm (signature)
	Employee (signature)
	








