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The Danish unemployment insurance

Organisation of the unemployment insurance scheme

The Danish unemployment insurance system differs from the unemployment insurance systems of the other EEA countries in many respects. 

The Danish unemployment insurance system is a voluntary insurance scheme administered by unemployment insurance funds. Unemployment insurance funds are private associations of employees or self-employed persons organised for the sole purpose of ensuring economic support in the event of unemployment.

Denmark has 31 state-recognised unemployment insurance funds with a total membership of about 2.3 million members (2.1 million members insured against unemployment). They must have at least 10.000 members in order to be recognised by the State. This recognition is a precondition for receiving advance payments or refunds from the State for the payment of unemployment benefits and voluntary early retirement pay etc.

9 of the unemployment insurance funds operate within specific occupational fields which means that only employed persons from specific occupational fields can become members. 14 of them operate within specific occupational fields, but also admit self-employed persons working within the occupational field as members. 3 of them are interdisciplinary unemployment funds which means that they admit employed persons from all occupational fields as members. 4 of them are interdisciplinary unemployment funds for both employed persons and self-employed persons. One unemployment insurance fund only admits self-employed persons as members.
The labour force in Denmark is about 2.76 million persons. Taking into account that persons receiving voluntary early retirement pay are not included in the labour force, but in the unemployment insurance system, about 3/4 of the Danish labour force are insured against unemployment. Many unemployment insurance funds are closely associated with the trade unions and other professional associations, but an unemployment insurance fund cannot make it a condition for membership that the applicant is a member of a trade union or other organisation.

The financing

The benefits paid by the unemployment insurance funds are financed through the labour market fund, whose income derives from:

(a) labour market contributions collected from employees and

self-employed persons,

(b) contributions from the members of the unemployment

insurance funds,

(c) contributions from employers insured in a special scheme to cover sick-pay expenses, or from employers in small enterprises,

and

(d) transfers from the state.

The labour market contribution – which is paid together with income tax – includes contributions to three labour market funds, one of which is the unemployment benefit fund. In 2006 total labour market contributions to the three funds amounted to eight per cent of earned incomes and profits from self-employed activities.

Compulsory contributions to the unemployment insurance scheme from full-time insured members of unemployment insurance funds constitute the following amounts on an annual basis in 2006
:
	Employees and self-employed persons
	DKK 3.204
€ 429

	Persons under the age of 25 years who are covered

by Section 52a of the Act on unemployment insurance
	DKK 1.200
€ 161

	Persons having reached the age of 60 years on 1 July 1999 or later receiving voluntary early retirement benefit
	DKK 3.204

€ 429


Voluntary contribution to the early retirement pay scheme from full-time insured persons constitutes DKK 4.668 (€ 625) on an annual basis in 2006. This contribution is not to be paid from members receiving early retirement benefit or having received an early retirement benefit certificate.
The costs of administration of the unemployment insurance funds are financed exclusively by the members. Each unemployment insurance fund sets its own contributions towards administrative costs. The actual administrative costs for the unemployment insurance funds may vary due to the level of unemployment among their members, and as a result the level of contributions towards administrative costs vary between the unemployment insurance funds. In 2005 the average annual contribution was DKK1.375 (€184), varying from DKK 624 to DKK 2.748.
Membership of an unemployment insurance fund
A person who wants to join an unemployment insurance fund must be

· between 18 and 63 years of age 

· have residence in Denmark, and 

further satisfy one of the following conditions:

(a) Be employed as an employee.

(b) Have completed vocational training of at least 18 months’ duration.

(c) Be working as a self-employed person.

(d) Participate in the self-employed activities of a spouse.

(e) Be performing military service.

(f ) Be holding a municipal post such as mayor, town councillor, chairman of a committee or being a member of the Danish Parliament, the Government or the European Parliament.

Admission may take place on a full-time or a part-time basis.

Entitlement to unemployment benefits

In order to qualify for unemployment benefits a person must satisfy a number of conditions. The most important are:

(a) Membership of a state-recognised unemployment insurance fund for at least 12 months. However, persons who have completed vocational training of at least 18 months’ duration will qualify for unemployment benefits one month after completion of such training.

(b) When the first request for unemployment benefits is made, the person concerned must have been working as an employee for a total period which corresponds to the full normal working time within the occupational field concerned (normally 37 hours per week) for at least 52 weeks within the last tree years or have been engaged in self-employed activities to a significant extent. For part-time employees the requirement is 34 weeks.

(c) That the unemployed person is registered with the public employment service as a job seeker and is available for work.

Duration of the unemployment benefit period

The total unemployment benefit period is four years. The unemployed person is obligated to participate in active measures. During active measures an active measure-benefit corresponding to the unemployment benefit is paid.

A member who has attained the age of 55 years and who by continued membership and payment of voluntary early retirement contributions would satisfy the age requirement for joining the voluntary early retirement pay scheme at the age of 60 years will maintain the right to unemployment benefits until the age of 60 years. A member who has attained the age of 60 years may, as a maximum, receive unemployment benefits for a period of 2 1/2 years.

Re-entitlement to unemployment benefits is conditional upon 26 weeks’ employment within the last three years. For part-time employees, the requirement is 17 weeks.

Furthermore, special rules apply to members who are engaged in

self-employed activities as a side-line and for members who are receiving or applying for social pension.
The amount of unemployment benefits

Unemployment benefits constitute 90 per cent of previous earnings, subject, however, to a ceiling corresponding to the maximum rate of unemployment benefits of DKK 3.335 (€ 445) per week. For part-time insured persons unemployment benefits amount to a maximum of two-thirds of the rate of unemployment benefits of a full-time insured person, corresponding to DKK 2.225 (€ 298) per week. 

The individual benefit rate of an employee is calculated on the basis of previous earnings during the last 3 months or 12 weeks’ employment. 

The individual unemployment benefit rate of a self-employed person is calculated on the basis of the average of the person’s income during the two best full accounting years completed within the last five years preceding the unemployment period. It is a condition that the enterprise has been run as the main occupational activity for a period of at least three consecutive years.

A special lower rate of 82 per cent of the maximum rate of unemployment benefits applies to persons who have been admitted as members of an unemployment insurance fund on the basis of completed vocational education/training of at least 18 months’ duration. 

A full-time insured person, who has been a member of an unemployment insurance fund for the last three years immediately preceding the unemployment period and has been employed as a full-time employee (on average more than 30 hours per week) or has been self-employed as his/her main activity, will also be entitled to the minimum rate.

Supplementary benefits

A member who is working reduced hours may receive supplementary benefits if the employer waives any notice of termination. Supplementary benefits are paid on the basis of the member’s individual rate of unemployment benefits. A person who is working part-time on a permanent basis may receive supplementary benefits for 52 weeks within a period of 70 weeks. It is also possible to receive supplementary benefits in connection with temporary lay-offs due to bad weather or lack of materials, unless the employer has a duty to pay a special benefit compensation.

Part-time insurance

Persons who do not wish to or who have not been working for the full normal working hours within the occupational field concerned may become part-time insured. It is not possible to be part-time insured within all occupational fields or unemployment insurance funds. It is not possible for self-employed persons to be insured on a part-time basis.

Part time insured persons taking over full-time employment must be transferred to full-time employment.

Benefit compensation from the employer

In connection with dismissal, temporary lay-offs, termination of

fixed-time work or of contracts for a specific work task, etc. insured unemployed persons will – instead of unemployment benefits – receive benefit compensation from the employer in respect of the first and second day of the unemployment period. The employer will only be under a duty to pay benefit compensation if the member has been employed with the employer for a period corresponding to full contractual working hours for two weeks within the last 4 weeks. Benefit compensation for the same person can only be paid 16 times per year as a maximum.

Income and work

As a main rule, the amount of unemployment benefits will be reduced if the member performs paid or unpaid work. Deductions will also be made from current payments of pensions due to a former employment relationship. On the other hand, unearned income will, in most cases, have no impact upon the rate of unemployment benefits.

Holiday benefits

Entitlement to holiday benefits is earned on the basis of periods during which the unemployment insurance fund has been paying benefits to a member or during which the municipal authority has been paying cash benefits in connection with sickness or maternity. Payment of voluntary early retirement pay does not qualify for holiday benefits. 

A member who has been unemployed for a whole year will be entitled to 25 days with holiday benefits. In the case of unemployment for a shorter period, benefits are calculated proportionately. Members admitted to a fund on the basis of completed vocational education/training have a special right to holiday benefits for typically three weeks within one year. 

It is a condition for payment of holiday benefits that the member would have qualified for unemployment benefits on the days in question.

Voluntary early retirement pay

Employees and self-employed persons who are members of an unemployment insurance fund and who have reached the age of 60 years, but who are not yet 65 years old, may join the voluntary early retirement pay scheme. Transition to this scheme may take place from employment, unemployment, transitional allowance and from part-time retirement. 

The member must reside in Denmark or in an EES country and must have been a member of an unemployment insurance fund for at least 25 years within the last 30 years. 

Furthermore it is a precondition that the person has paid voluntary early retirement contributions during this period. The member must also satisfy the conditions for entitlement to unemployment benefits in the event of unemployment at the time of transition to the voluntary early retirement pay scheme. 

Persons who meet the aforesaid requirements are furthermore entitled to a voluntary early retirement certificate. This certificate guarantees the person voluntary early retirement pay after attaining the age of 60 years in spite of the fact that the member is not available to the labour market at that time due to sickness or imprisonment. The certificate also entitles the person to having the voluntary early retirement pay calculated on the basis of calculation which the member had at the time of the issuing of the certificate. Furthermore, this certificate forms the basis of a number of special rights, cf. below.

A person who receives voluntary early retirement pay may perform paid work without any limitation or receive income from self-employed activities, subject to deductions in the benefit.

Voluntary early retirement pay cannot be paid to persons who live outside an EES country for more than three months per year.

Persons, who receive social pension, may not at the same time receive voluntary early retirement pay.

The amount of the voluntary early retirement pay

Voluntary early retirement pay is paid at an amount corresponding to the rate of unemployment benefits, which the person would have been entitled to in the event of unemployment, however not more than 91 per cent of the maximum rate of unemployment benefits, corresponding to a maximum of DKK 3.035 (€ 407) per week for full-time insured members and DKK 2.025 (€ 271) for part-time insured persons (2006 figures).

The voluntary early retirement pay is regulated according to the value of the member’s pension schemes. 

Special rights

Members who choose to postpone the transition to the voluntary early retirement pay scheme for at least two years following the issuing of the voluntary early retirement certificate and who have been in paid employment for at least 3.120 hours (2.496 hours for part-time insured members) or who have been engaged in significant self-employed activities, are entitled to:

• voluntary early retirement pay corresponding to the rate of unemployment benefits, which the person would have been entitled to in the event of unemployment, up to the maximum rate of unemployment benefits (DKK 3.335 (€ 445) per week) during the entire voluntary early retirement period,

• favourable deductions for pension, and

• the right to earn a premium amounting to a maximum of DKK 124.860 (€ 16.730)(2006 figures). This premium is earned through continued employment for up to 12 x 481 hours (corresponding to 3 years’ full-time employment).
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� The rate of one € is calculated as 7.4632 DKK.
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