
JOBLESSNESS AND UNDEREMPLOYMENT

Joblessness and underemployment have a special status in a welfare
system that provides an almost universal income support system.
The problem with such a system is that people who cannot get a job
with an acceptable wage may fall back into receiving income support
of some sort. The income support programs are available in order of
accessibility: unemployment, sickness pay, welfare payment, and dis-
ability pension (see the appendix for details on the entire social safety
net). With a large and comprehensive welfare system that provides
benefits close to the lowest wages, there are relative weak incentives
to work for those with the lowest incomes. Peder Pedersen and Nina
Smith (2002) show, for example, that in 1996, for around 16 percent
of all employed UI fund members, the difference per month between
what they would have earned from working and what they would
have received in UI benefits was less than DKK(2001) 500. Figure 2.2
shows the composition of full-time-equivalent persons on unem-
ployment and labor market programs (LMP), welfare, and sickness
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Figure 2.1 Unemployment as a Percentage of the Full-
Time Labor Force, 1980 to 2003

Source: Author’s calculations from Statbank Denmark data.
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and maternity leave. The envelope curve reflects to a large degree the
movements in unemployment and labor market programs. However,
it is remarkable that the proportion of the population depending on
sickness, welfare, and disability benefits seems to grow somewhat in
years when unemployment goes down. Furthermore, it is remarkable
that more than 25 percent of the labor force is on some sort of income
transfer.4 Both observations tell us that the total number of welfare
dependents does not go down as much as the unemployment rate
goes down, simply because there is a tendency to move people to
other arrangements; as a result, the total cost to labor market pro-
grams and related programs does not go fully down when business
cycles improve.

Another dimension of this development is, of course, determining
whether low-wage earners are indeed more likely than other wage
earners to take up welfare transfer payments. In figure 2.3, we have
looked at the annual rate of transition from employment into welfare
and disability pension for low-wage earners and other wage earners.
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Figure 2.2 The Proportion of the Labor Force (Age
Eighteen to Sixty-Six) on Income Transfer,
1988 to 2004

Source: Author’s calculations from Statbank Denmark data.
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We would have expected the transition rate of low-wage earners to be
somewhat above that of higher-wage earners, because the relative in-
come loss on these welfare transfer arrangements is lowest for low-
wage earners. The reality, however, is somewhat more complicated.
In most years the annual transfer rate from active participation in the
labor market to permanent transfer income (pension, early retire-
ment, and so on) has been about 0.6 percent among eighteen- to fifty-
nine-year-olds. The figure shows that each year about 0.5 percent of
all wage earners in this age group transfer to some sort of permanent
early retirement. There appears to be little difference between low-
wage and higher-wage workers except for the years after 1997, when
low-wage workers tended to leave the labor market more frequently
than higher-wage workers. The reason might be that unemployment
declined in these years and labor market policies were tightened to
provide more “sticks” and fewer “carrots,” with the result that more
people—and especially those with the lowest incomes—tried to
move from employment and unemployment into programs that did
not require that an individual hold a job or be actively searching for
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Figure 2.3 Transfers from Active Labor Market
Participation to Permanent Transfer Income
Among Eighteen- to Fifty-Nine-Year-Olds

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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The proportion of low-wage workers has changed somewhat over
the years, as described in figure 2.5. In general, more men have be-
come low-wage earners, while the share of women working in low-
wage jobs has remained unchanged. The Danish low-wage threshold
is around E14 per hour, which, incidentally, is a little less than the
median wage in the United States. But this is a somewhat misleading
comparison because the Danish wage is subject to a high marginal
taxation of at least 44.5 percent.5 Moreover, the fact that working
hours differ between Denmark and the United States shifts the Amer-
ican annual wage distribution somewhat upward compared to the
Danish. On the other hand, the low-wage earner in Denmark receives
free health insurance and a number of other services from the state
paid by general tax revenue.

FEMALE PARTICIPATION IN THE LABOR FORCE

The high rate of female participation is an important characteristic of
Denmark’s labor force. Interestingly, women now participate almost
as much in the United States as they do in Denmark, but the condi-
tions are different. In Denmark, female participation grew simultane-
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Figure 2.4 Wage Distribution, All Danish Wage Earners,
2002

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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ously with a massive growth in child care facilities that started in the
late 1960s. Child care is provided largely by the public sector in Den-
mark: six out of ten children between the ages of one and six are in
publicly provided day care. Day care used to be highly subsidized but
is now less so. The growth of female participation in the labor force
was closely related to the growth of the public sector and the creation
of the present welfare state. In fact, the influx of females into the la-
bor market was a precondition for the creation of Denmark’s welfare
state, and many jobs, particularly in the public sector, started as part-
time jobs. Now, only 8 to 9 percent of all women between the ages of
twenty-five and fifty-five work part-time. Young women tend to work
part-time, as do older women, probably because they are combining
a job with some other activity. The different sectors of the economy
do not differ anymore with respect to part-time work. The frequency
of part-time work is about 24 percent for all women in Denmark, ac-
cording to the Organization for Economic Cooperation and Develop-
ment (OECD). However, this number includes students, many of
whom work part-time, as is also seen in the case studies. Further-
more, the number is based on a threshold of thirty hours per week,

History of Low-Wage Work in Denmark 53

Figure 2.5 Proportion of Male and Female Low-Wage
Workers, 1980 to 2002

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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mally paid as overtime, and jobs with fewer than twenty-eight weekly
hours are classified as part-time.

As elsewhere, normal hours have been gradually reduced in Den-
mark as a consequence of trade union pressure and the general in-
crease in purchasing power. The reduction has averaged about 0.7
percent per year (Andersen et al. 2005) as a result of various causes.
In the late 1960s and early 1970s, efforts to reduce hours focused on
hours worked per week; then a period came when vacation time was
increased from four to five weeks; and in the 1990s weekly hours
were reduced again, from forty to thirty-seven hours. Vacation time
has been extended gradually since the first legislation on vacation
was passed in 1938. Recently, Denmark has started extending vaca-
tion time from five to six weeks. According to the original law, vaca-
tion is both a right and an obligation. In 2004 this meant that a total
“normal” working year was about 1,658 hours. The change over the
years in the number of annual statutory (normal) hours is shown in
figure 2.6.

Normal hours worked in Denmark are among the lowest in the
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Figure 2.6 Change in Annual Normal Hours Worked,
1966 to 2004 

Source: Andersen et al. (2005).
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world. Only German and French manufacturing workers worked
fewer hours per year in 2004 (Bundesvereinigung der Deutschen Ar-
beitgeberverbände 2005). Additionally, on average people do not
even work the prescribed number of normal hours. Low-wage earn-
ers in particular work less. Danish low-wage earners worked an aver-
age of only 1,140 hours in 1994; the comparable number for low-
wage workers in the United States in the same period was 1,700
hours (Westergaard-Nielsen 1999).

Figure 2.7 shows clearly that the lower earnings deciles in Den-
mark work less than the higher deciles, as is the case in many coun-
tries. The difference between Denmark and most other countries is
undoubtedly that Danes are more likely to receive unemployment or
sickness benefits to make up the difference between hours actually
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Figure 2.7 Average Weekly Hours for Men Age Twenty-Five
to Sixty-Five for the First Five Wage Deciles,
1976 to 1994

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.

1994199119881985198219791976

34

32

30

28

26

24

22

20

H
ou

rs
 W

or
ke

d 
pe

r 
W

ee
k

Year

First Decile
Second Decile
Third Decile
Fourth Decile
Fifth Decile



EMPLOYMENT AND UNEMPLOYMENT AMONG
IMMIGRANTS

The number of immigrants and second-generation immigrants in
Denmark has risen sharply over the last twenty years. In 1980 there
were about 150,000 immigrants in Denmark; by 2004, the number
had risen to almost 500,000, or about 10 percent of the population.
The high influx of immigrants, however, has not been followed by a
similar increase in their labor force participation, as can be seen in
figure 2.8. As a matter of fact, the labor force participation rate among
Danish immigrants is as low as 55 percent. This has led to less inte-
gration of immigrants and is undoubtedly one of the underlying rea-
sons for the increasingly restrictive immigration policies.11 The main
explanation for low labor force participation among immigrants is
that the slow rate at which they adopt the Danish participation pat-
tern combines with their relatively easy access to welfare payments.
Another problem, of course, is the language barrier. Unemployment
is also higher among immigrants: over the years unemployment has
been a little more than twice as high for immigrants as for ethnic
Danes.

Another important issue is that immigrants from non-Western
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Figure 2.8 Labor Force Participation of Immigrants and
Ethnic Danes

Source: Author’s calculations from Statbank Denmark data.
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countries are clearly receiving lower incomes than Danes of similar
characteristics. Figure 2.9 shows the income distribution for individ-
uals who are parents of children age zero to fourteen given that they
have a positive income. (Forty-five percent of immigrant parents
have no work-related earnings at all, compared to 11 percent of
Danes.) The figure shows that non-Western immigrants are also
twice as likely to be in the low-income category below DKK 166,000
(E22,300) per adult parent living as part of a couple. This finding
may have a serious negative impact on the children of immigrants
and their possibilities for getting out of low-income settings.

REGIONAL DISPARITIES IN THE LABOR MARKET

The regional disparities are small in Denmark, mainly owing to the
size of the country. One way of demonstrating the regional disparities
is to look at the rate of unemployment in different areas of Denmark
(see figure 2.10). There are some zones of high unemployment and
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Figure 2.9 Relative Income Distribution Among Couples at Least
One of Whom Is Parent to a Fourteen-Year-Old Child,
Depending on Immigrant or Ethnic Status, 2003

Source: Author’s compilation from Center for Corporate Performance/Integrated Database for
Labor Market Research (CCP/IDA) data.
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low economic activity, but they are relative small. As such, it has been
difficult to find any substantial differences across regions in the case
studies. However, there are small differences. Thus, chapter 5 shows,
for example, that there are more immigrants in the hotel workforce in
the capital than outside the capital.
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Figure 2.10 Regional Rates of Unemployment, 2003

Source: Author’s compilations from Statbank Denmark data.
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THE IMPACT OF GLOBALIZATION ON THE DANISH
INDUSTRIAL STRUCTURE

As in other countries, there has been a strong drift in Denmark from
manufacturing to service jobs. Over the last twenty years, almost
200,000 jobs have been created in the service industry. At the same
time, manufacturing has witnessed a reduction of almost 20,000
jobs. In manufacturing, some subsectors have created jobs, while
others have experienced net losses of jobs. The big losers are the food
industry, the shipyards, and the textile and clothing industries. The
winners are trade, hotels and restaurants, and various types of busi-
ness services. Adjustment to this shift has been facilitated in part by
the high turnover rate of Danish workers, and in general it has taken
place without mass unemployment in the industries and regions
most affected (see Eriksson et al. 2006).

Karsten Bjerring Olsen, Rikke Ibsen, and I (Olsen, Ibsen, and
Westergaard-Nielsen 2004) have carefully studied this development
in the textile and clothing industry. Using data collected from our
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Figure 2.11 Exit and Entry Rates, by Earnings Quartile

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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that the fraction of workers age twenty-five and older is almost con-
stant but has a tendency to move a bit upward when the business cy-
cle improves, probably reflecting that a better overall job situation
causes authorities to insist that more unemployed accept relatively
low-paid jobs. High upward mobility makes this a highly sensible
policy, as is shown later in the chapter.

One interesting point is that the share of young low-wage workers
goes up but does not increase for the other age groups, suggesting
that low-wage jobs have become more concentrated among young
people over the years (see figure 2.12). This trend also means that to
a large extent low-wage work has become a problem that one out-
grows. The increasing number of youth earning low wages after 1997
should probably be seen as a consequence of the so-called youth
package introduced in 1996 and the stop to unconditional welfare
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Figure 2.12 Low-Wage Work by Age Group, 1980 to 2002

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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Figure 2.13 Low-Wage Work by Gender and Age, 1980 to
2002

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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Figure 2.14 Low-Wage Work by Education

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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LOW-WAGE WORK IN THE TARGET INDUSTRIES AND
OCCUPATIONS

Using the definition of low-wage earnings as two-thirds of median
earnings, we can now assess the number of low-wage earners within
the target industries and occupations. Figure 2.15 shows that both
the hotel and food retail industries have a low-wage share just above
20 percent, followed by electronic goods retail with 13 to 15 percent.
The meat-processing, confectionary, and hospital industries are all
below 5 percent. Call center employees cannot be identified in this
context.

An interesting example is temporary work agencies (TWAs),
which started by having a relatively large share of low-wage earners
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Figure 2.15 The Fraction of Low-Wage Earners Within
the Target Industries

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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and outcomes into consideration is presented by Rita Asplund, Peter
J. Bingley, and Niels Westergaard-Nielsen (1998).

LOW-WAGE MOBILITY AND IMMIGRANTS

Next, we examine the impact of low-wage work on immigrants, by
which we mean immigrants from non-Western countries. We have
shown that low-wage status in Denmark is usually short-lived and
that students and immigrants are more likely to be low-wage work-
ers. While the status of students and other young people changes
over their lives, that of immigrants does not.

Table 2.12 shows the proportion of different occupational groups
with jobs in the low-wage category. The share of low-wage workers is
increasing for both immigrants and non-immigrants, but much more
so for immigrants. While the fraction of working students in the low-
wage group is identical for the two groups, twice as many of all im-
migrants in the private and public sectors are low-wage workers.

If we track those who held low-wage jobs, both immigrants and
non-immigrants, and record how many were still low-wage workers
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Figure 2.16 Where Do the Low-Wage Workers Go?

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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LABOR MARKET POLICIES

One of the main elements of the Danish model is the government’s
support of the Danish labor market. There are both active and passive
labor market policies, and most of them affect low-wage earners. The
main policies underwent major changes in 1994 and in subsequent
years. Since many people were affected by these changes, we distin-
guish between the periods before and after this reform. It is impor-
tant to realize that the programs enacted after 1994 affect both high-
and low-wage earners, but the incentives to participate in various el-
ements of Denmark’s labor market policies vary between income
groups owing to the ceiling built into the benefit system.

ACTIVE LABOR MARKET POLICIES

Until 1994, active labor market policies consisted of a job offer and a
training program, an educational subsidy system, the Danish voca-
tional education and training system (AMU), and a subsidy program
for the newly started self-employed. The job offer program offered
the long-term unemployed—individuals with a total unemployment
duration of more than two years—seven- or nine-month subsidized
jobs. These jobs counted toward eligibility for yet another period on
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Figure 2.17 Poverty Among Low-Wage Workers, 1996
Cohort

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.

2002200120001999199819971996

Year

1

0.8

0.6

0.4

0.2

0

P
ov

er
ty

 R
at

e

Remaining on Low-Wages
Earning Less than 60 Percent of Median



countries experience similar incentive problems, but they are proba-
bly more serious in Denmark because benefits for low-wage earners
are so high (90 percent) and because benefits are not reduced over
time, as they are in most other countries. Furthermore, the Danish
income tax is high: extra income is taxed by a minimum tax of almost
50 percent.

Similarly, employers have only a small incentive to limit their use
of unemployment as a means of adjusting their demand for labor to
temporary business downturns and seasonal fluctuations with the
two days of employer payment. However, chapter 3 on the food-pro-
cessing industry provides evidence that employers even find these
low costs too high and hence prefer to hold on to employees during
downturns, which is also the intention. Labor market statistics show
that temporary layoffs are nevertheless still a widespread feature of
the Danish labor market.

One reason is that a number of people choose to leave their jobs
with benefits if possible. Another is that the number of workers mea-
sured in hours by low-wage groups becomes smaller if they are mem-
bers of the unemployment fund, as we demonstrated in figure 2.7.
There we saw that the actual average annual number of work-hours
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Figure 2.18 Active and Passive Labor Market Policies and
Unemployment, 1980 to 2003

Source: Andersen et al. 2005.
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on health and safety standards in the working environment. Because
some of Denmark’s health and safety standards originate from the EU
Council of Ministers, many of its regulations are almost identical to
those in other EU countries.

Each workplace is obliged to have its own safety organization,
which must plan and execute safety plans for the workplace. The
Working Environment Agency sets rules for safety, and it is manage-
ment’s responsibility to enforce them. These regulations are ex-
tremely important for several of our industry studies. In the call cen-
ters, there are regulations on the minimum number of desks and
chairs in the workplace and rules specifying, for instance, how many
windows there should be in the room and the level of artificial light.
In the food industry, rules governing how work is organized are in-
tended to prevent accidents and exposure to substances, enforce
health standards, and prevent ergonomic overload.

The regulations intended to protect workers from physical and
psychological overload originated with the EU Commission. One ex-
ample is the regulation prohibiting weekly working hours from ex-
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Figure 2.19 Total Costs of Labor Market Programs in
OECD Countries, 2001

Source: OECD, Economic Outlook, 2001.
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all taxes are collected through the production of crude oil and natu-
ral gas. What is new, however, is that Denmark has not allowed these
advantages to slip away in the form of higher wages and inflation, as
usually happened in the past when the economy grew. In 2006 Den-
mark still had a trade surplus, the government had not raised taxes,
and it had been able to run a surplus on the budget; as a result, pub-
lic debt had been reduced significantly. One explanation for Den-
mark’s surpluses is that the labor market seems to run more smoothly
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Table 2.1 GDP per Capita in Denmark Compared with
the United States (Purchase Power Corrected),
2005

Denmark United States

GPD per capita (national currency) DKK270,304 US$39,732
GDP per capita (ppp) $32,141 $39,732
GDP per capita (ppp), index USA = 100 81 100
Annual hours worked (average) 1,540 1,731
Annual hours worked, index USA = 100 89 100
GDP per hours worked, index USA = 100 89 100

Source: OECD (2006).

Table 2.2 GDP Growth in Denmark, EU-15, and the
United States, 1992 to 2005

1992 to 2001 2003 2004 2005

Denmark
GDP 2.3 0.7 2.4 2.4
Employment 0.4 –1.1 0.1 0.3
Labor force 0.0 –0.1 0.3 0.1

EU-15
GDP 2.2 0.9 2.0 1.4
Employment 0.8 0.3 0.8 0.6
Labor force 0.7 0.7 0.7 0.8

United States
GDP 3.2 3.0 4.4 3.6
Employment 1.4 0.9 1.1 1.6
Labor force 1.2 1.1 0.6 1.2

Source: OECD (2005a).



all taxes are collected through the production of crude oil and natu-
ral gas. What is new, however, is that Denmark has not allowed these
advantages to slip away in the form of higher wages and inflation, as
usually happened in the past when the economy grew. In 2006 Den-
mark still had a trade surplus, the government had not raised taxes,
and it had been able to run a surplus on the budget; as a result, pub-
lic debt had been reduced significantly. One explanation for Den-
mark’s surpluses is that the labor market seems to run more smoothly

34 Low-Wage Work in Denmark

Table 2.1 GDP per Capita in Denmark Compared with
the United States (Purchase Power Corrected),
2005

Denmark United States

GPD per capita (national currency) DKK270,304 US$39,732
GDP per capita (ppp) $32,141 $39,732
GDP per capita (ppp), index USA = 100 81 100
Annual hours worked (average) 1,540 1,731
Annual hours worked, index USA = 100 89 100
GDP per hours worked, index USA = 100 89 100

Source: OECD (2006).
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Table 2.3 Labor Force Participation, Employment, and
Unemployment in Denmark and the United 
States, 2004

Labor Force Unemployment 
Participation Employment Rate Rate

United United United
Denmark States Denmark States Denmark States

Whole population (fifteen
to sixty-four years old) 80.2% 75.4% 76.0% 71.2% 5.3% 5.6%

Gender
Men 84.2 81.9 79.9 77.2 5.2 5.7
Women 76.1 69.2 72.0 65.4 5.5 5.5

Age
Fifteen to twenty-four 
years old 66.4 61.1 61.3 53.9 7.8 11.8

Twenty-five to fifty-
four years old 88.2 82.8 84.0 79.0 4.7 4.6

Fifty-five to sixty-four
years old 65.5 62.3 61.8 59.9 5.6 3.8

Education (2003)
Upper secondary 
school or less 65.4 64.1 60.7 57.8 7.2 9.9

Upper secondary 
school 83.6 78.0 79.9 73.3 4.4 6.1

Tertiary education 89.4 85.1 85.2 82.2 4.7 3.5

Source: OECD (2005a).

rope. Since then, Danish economic growth has stepped up and the
government has tightened up its labor market policies. These are not,
however, the only reasons for the improved unemployment figures;
as we will see later in the chapter, Danes’ growing participation in la-
bor market programs and the increase in the rate at which they exit
the labor force to take early retirement have also played significant
roles in reducing Denmark’s unemployment rate.

Comparing the unemployment distribution across age groups, we
find that institutional policies are partly responsible for different un-
employment rates at different ages. Thus, the lower Danish unem-
ployment rate among the young is partly due to limited access to un-
employment benefits up to the age of twenty-five; in addition, the
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one. A similar but weaker phenomenon was observed around 1985, a
period that also saw an upswing in the economy.

DISTRIBUTION OF WAGES AND EARNINGS

Denmark is known for a highly compressed wage structure. This is
clearly seen in table 2.4, which shows that the median hourly wage
for the entire working population is less than 50 percent above the
wage of a person in the tenth percentile. Similarly, those in the nineti-
eth percentile earn just 60 percent more than those at the median.
However, it is remarkable that inequality has been rising since as
early as 1980.

The entire wage distribution for 2002 measured in euros is shown in
figure 2.4. The figure shows the cutoff point at two-thirds of the me-
dian hourly wage, under which we classify people as belonging to the
low-wage group. This group comprised 8.5 percent of all wage earners
age eighteen to sixty in 2002, or 188,095 individuals. The minimum
tariff is marked with a lower line, which shows that some workers ac-
tually earn below the minimum tariff (to be discussed later).
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Table 2.4 Hourly Wages (in 2002 Euros) for Eighteen- to
Sixty-Year-Olds, by Decile, and 90/50 and
50/10 Ratios

10 50 90
percent percent percent 90/50 50/10 Number of 

Year Decile Decile Decile Ratio Ratio Observations

All
1980 u13.00 u18.50 u28.10 1.517 1.429 1,813,315
1990 14.80 20.90 32.40 1.550 1.412 2,046,360
2002 15.10 21.90 34.90 1.595 1.455 2,206,092

Men
1980 14.80 20.70 31.20 1.507 1.396 1,974,651
1990 16.40 23.20 36.40 1.571 1.415 1,066,656
2002 16.30 24.20 39.70 1.639 1.488 1,127,755

Women
1980 12.00 16.40 22.90 1.396 1.359 1,838,664
1990 13.90 19.00 26.30 1.385 1.363 1,979,704
2002 14.40 19.90 29.00 1.459 1.383 1,078,337

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.



worked and normal hours. (This is also the reason why there is a dif-
ference between the number of persons working and the number of
full-time equivalent persons on unemployment or other transfer pay-
ments.) Figure 2.7 shows the average weekly hours worked for men
age twenty-five to sixty-four who are working a positive number of
hours and have an income.9 Each curve represents one wage decile.10

The low number of hours worked is of particular interest to the study
of low-wage work because it shows that low wages are also correlated
with a low number of hours and probably a relatively heavy depen-
dence on transfer income in the form of housing benefits, extra child
benefits, and other means-tested benefits. We see the same pattern
between wage deciles in the United States, but there the gaps in
working hours are not filled with unemployment benefits and other
transfer pay. Thus, we can establish the fact that low-wage persons
tend to work fewer hours. The picture is probably even more pro-
nounced if we also include women, youth, and students, even though
some of these groups are not covered by the UI system. In chapter 5,
we will see that this indeed is the case for hotel room attendants.

Normal daily hours lie between seven and eight hours. The dis-
tinction between normal hours and overtime depends on each bar-
gaining unit and its contract. The distribution of actually worked
hours appears in table 2.5.

The table shows clearly that short part-time hours have been de-
clining and longer hours have actually been increasing in recent
years. The reason may be related to a gradual decentralization of the
bargaining process that has allowed for local agreements on working
hours.
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Table 2.5 Distribution of Daily Hours, 1990 to 2003, for Every
1,000 Persons (Survey-Based)

Total 
1 to 19 20 to 29 30 to 34 35 to 39 40 Hours Number of Persons

Year Hours Hours Hours Hours or More (in Thousands)

1990 11 9 5 60 14 2,471
2000 11 7 10 55 18 2,370
2003 11 7 10 55 18 2,413

Source: Author’s calculations from Statbank Denmark data.



The third group of workers consists of those who receive no for-
mal vocational training after their basic schooling (20 percent). Many
of these do have some sort of training, but compared to the appren-
tices, their skills are more firm-specific and less general. The skilled
workers (those with apprentice training) are clearly those in the
manual labor market who have the best jobs, the highest wages, and
so on. Though the difference in income for different educational
groups is small, the type of work, the working conditions, and ex-
pected work-life are all lower for the less-educated.

While most countries tend to increase average educational levels,
this is so far not happening in Denmark, since the young genera-
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Table 2.6 Education Levels Among Twenty-Five- to Sixty-
Four-Year Olds, 2002

Lower 
Secondary Upper 

Plus Primary Secondary Postsecondary

Australia 39% 30% 31%
Austria 22 63 14
Canada 17 40 43
Czech Republic 12 76 12
Denmark 20 53 27
Finland 25 42 33
France 35 41 24
Germany 17 60 23
Greece 47 34 18
Ireland 40 35 25
Japan 16 47 36
Korea 29 45 26
Netherlands 34 42 24
Norway 13 55 31
Portugal 80 11 9
Spain 58 17 24
Sweden 18 49 33
Switzerland 15 59 25
United Kingdom 16 57 27
United States 13 49 38

Country Mean 33 44 23

Source: OECD (2004).



tions are not getting more education than the older generations (see 
table 2.7).

OCCUPATIONAL AND INTERNAL LABOR MARKETS

The Danish labor market is characterized by extremely high worker
turnover. As a consequence, internal labor markets are probably
weaker compared to those of other economies. Nevertheless, higher
worker entry rates in the bottom parts of the wage distribution and
higher exit rates in the higher parts confirm the existence of internal
labor markets.

Figure 2.11 shows the entry and exit rates in the top and bottom
quartiles of the wage distribution. Not surprisingly, mobility is sub-
stantially higher in the lowest quartile, where entry rates exceed exit
rates by a wide margin, whereas these rates are reversed in the top
quartile. This finding reflects, of course, the fact that workers tend to
get hired at the bottom and to leave from positions further up the
wage ladder. It is generally found that mobility is high in low-paid
work. However, as shown by Iben Bolvig (2005), one-third of all
transitions out of low-wage jobs are out of the labor force. The other
two-thirds are transitions to higher-paid employment within the
same firm and to jobs in other firms, respectively. Notably, Bolvig also
finds that firms with a higher-than-average share of low-wage work-
ers have lower turnover among their low-wage workforce than other
firms. The entry rates in the bottom quartile vary procyclically and
are quite volatile. Entry into the top quartile displays the same pat-
tern, but the variation is less pronounced.

Thus, there are internal labor markets in which workers earn their
way up through the hierarchy; at the same time, low-wage employees
tend to stay within one firm to a greater extent than their American
counterparts (Bolvig 2005).
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Table 2.7 Postsecondary Education, by Age Group, 2003

Twenty-Five Thirty-Five Forty-Five Fifty-Five Twenty-Five
to Thirty-Four to Forty-Four to Fifty-Four to Sixty-Four to Sixty-Four

28% 28% 29% 21% 27%

Source: OECD (2004).



WHERE DO PEOPLE WORK FOR LOW WAGES?

There is relatively little low-wage work in Denmark, though the pro-
portion of low-wage income earners has increased slightly from 5
percent in 1996 to 8 percent in 2001. Table 2.8 shows that low-wage
work is concentrated among the young, among women, and in the
bakery, retail, and hotel industries, in contrast to a high-wage indus-
try like meat processing. These shares have remained more or less
unchanged over the last six to seven years. The age dimension is in-
teresting, of course, because the high concentration of young people
in low-wage work implies that such work is only temporary; another
implication is that a high proportion of the population will have been
low-wage earners at some time in their lives. Such an experience, of
course, has a great impact on the social cohesion of a society.
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Table 2.8 Proportion of Workers Age Eighteen to Sixty
Earning Less Than Two-thirds of the Median

1996 2002

Overall 7.6% 8.5%

Gender
Men 5.5 6.4
Women 10.0 10.7

Age
Eighteen to twenty-five 28.6 35.0
Twenty-six to thirty-five 5.3 6.8
Thirty-six to forty-five 3.0 4.0
Forty-six to fifty-five 2.8 3.6
Fifty-six to sixty 3.1 4.2

Education
Secondary 11.8 15.0

Eighteen to twenty-four 40.1 49.0
Twenty-five to fifty-four 5.8 8.0
Fifty-five to sixty 4.6 6.7

Upper secondary 8.0 8.7
Eighteen to twenty-four 26.9 31.6
Twenty-five to fifty-four 4.5 5.7
Fifty-five to sixty 2.8 4.1

Postsecondary 2.0 2.4
Eighteen to twenty-four 18.4 22.4
Twenty-five to fifty-four 1.7 2.3
Fifty-five to sixty 1.3 1.5



DECISIVE FACTORS IN BECOMING A LOW-WAGE
WORKER

To investigate the multidimensional factors that are decisive in be-
coming a low-wage worker, we have run a logit on the probability of
being observed as a low-wage worker during a full year. This is done
on more than 43 million observations over the years 1980 to 2000, so
the significance is high. Table 2.9 shows that students, women, and
immigrants are more likely than others to become low-wage workers.
Furthermore, the table shows a clear age dimension, implying that
the low-wage propensity is reduced with age.

The industry controls shown in table 2.10 reveal that some indus-
tries are more prone to low-wage work than others. The industry
least likely to pay low wages is the stone and clay industry, followed
by the chemical industry, and the most likely sector for low-wage
work is the agricultural industry sector.

Finally, the variation over time confirms our previous results
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Table 2.8 (continued)

1996 2002

Occupation
Managers 1.0 0.6
Supervisors and foremen 1.7 1.8
White-collar 3.4 3.8
Blue-collar 8.7 10.6
Other employees 9.1 10.5
Nonclassified employees 22.6 16.5

Industry
Manufacturing 4.5 4.6

Meat industry 3.0 3.7
Confectionary 26.6 32.8

Construction 6.3 8.4
Service 8.3 9.1

Retail 22.0 23.3
Supermarket 24.2 26.2
Department store 29.4 27.5

Hotels with restaurants 24.6 24.6
Hotels without restaurants 21.9 19.2
Health 8.3 9.7

Hospitals 5.0 4.2

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.



showing that low-wage work became more and more likely over the
period from 1980 to 2000, with a relatively low probability at the be-
ginning of the 1980s, a high probability in 1986 and 1987, and a de-
creased probability from 1998 to 2000.
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Table 2.9 Logit Estimates of the Probability of Being
Observed as a Low-Wage Earner Among
Eighteen- to Sixty-Year-Old Workers, with
Controls for Year and Industry

Coefficient Standard Error

Intercept 1.79 0.01
Immigrant 0.17 0.01
Women 0.91 0.00
Education

Secondary 0.08 0.00
Vocational –0.46 0.00
Upper secondary –0.77 0.01
College –1.50 0.00
Postgraduate –1.93 0.01
Student 1.05 0.00

Age
Age –0.27 0.00
Age-squared 0.00 0.00

Number of observations 43,848,504
Number of low-wage cases 1,979,986

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.

Table 2.10 The Rank Order of Industries in Probability of
Having Low-Wage Workers

Least Likely Medium Most Likely

Stone and clay Machine Textile
Chemistry Food industry Other industry
Postal service Iron and metal Construction
IT Wood R&D
Plastic Auto Social service 
Electricity Finance Rental business

Furniture Primary sector
Paper
Transportation
Business service

Source: Author’s compilation from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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ficult, of course, to leave the low-wage group than conditioning on
only one year earning low wages, simply because the former measure
contains only those who have been seriously affected by low wages.

The most likely explanation for high mobility out of the low-wage
group is that a large fraction of those in low-wage jobs actually ac-
cepted them in the first place as part of a job training program, as a
step on a job ladder, or as a temporary situation, as happens with
many students and other young people. Therefore, we also see that
young people and people with the lowest educational levels domi-
nate the low-wage group. These findings are fully in line with our im-
pressions from the case studies. Several of the young low-wage in-
formants working in retail and at call centers, for example, stated that
they considered their job a temporary position and that they did not
expect to stay for a long time. Hence, the register data seem to indi-
cate that their expectations will prove true.

The interesting question then becomes whether low-wage jobs are
a stepping-stone to better or at least higher-paid jobs, or whether
they lead to welfare dependence.
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Table 2.11 The Proportion of Low-Wage Earners in 1995 Who
Remained in the Low-Wage Group for One Year or
Three Years Consecutively, Up to Seven Years

One Year in Three Years in 
Low-Wage Group Low-Wage Group

Share in Share in 
Low-Wage Low-Wage 

Year Total Exit Group Total Exit Group

1995 144,810 100.0% 17,365 100.0%
1996 77,584 67,226 53.6 8,740 8,625 50.3
1997 44,075 33,509 30.4 5,243 3,497 30.2
1998 24,803 19,272 17.1 3,520 1,723 20.3
1999 14,590 10,213 10.1 2,422 1,098 13.9
2000 8,780 5,810 6.1 1,790 632 10.3
2001 5,145 3,635 3.6 1,375 415 7.9
2002 2,950 2,195 2.0 1,106 269 6.4

Size of initial group 157,371 19,735
Missing persons 12,561 2,370

Source: Author’s calculations from Center for Corporate Performance/Integrated Database for
Labor Market Research (CCP/IDA) data.



five years later, we find that there is no difference between immi-
grants and non-immigrants (see table 2.13).

We also looked at the share of former low-wage workers who
were either employed or on an income transfer program. It appears
that immigrants were much less successful at maintaining their em-
ployment than non-immigrants (see table 2.14). They were also
more likely to be out of the labor force and supported by their fami-
lies, on social assistance, unemployed, or involved in activation
measures.

Thus, we can conclude that the reason we find more immigrants
among low-wage workers is simply that Denmark has received more
immigrants. Those who maintain a job seem to move out of low-
wage work exactly as fast as non-immigrants. There are several ma-
jor differences, however, between immigrants and non-immigrants:
immigrants are less likely to retain a job compared to non-immi-

History of Low-Wage Work in Denmark 79

Table 2.12 Low-Wage Immigrant and Non-Immigrant
Workers, 1980 to 2001

1980 1990 2000 2001

Non-immigrants 3% 4% 5% 5%
Students 18 34 38 40
Public job 3 4 4 4
Private job 3 4 5 5

Immigrants 2 4 9 9
Students 18 23 37 40
Public job 3 4 9 9
Private job 1 4 9 9

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.

Table 2.13 Low-Wage Share Five Years After Being
Observed as a Low-Wage Worker, Conditioned
on Being Active in the Labor Force, 1980 
to 2003

Immigrant Non-Immigrant

Low-wage 9% 9%
Not low-wage 91 91

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.
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grants, more will end up receiving some sort of transfer income, and
more will probably be supported by their families. We can also con-
clude that there is no indication that immigrants are taking over
Denmark’s low-wage jobs, as has happened in many other countries.
Instead, they have adopted the habits of non-immigrants—namely,
becoming dependent on the welfare system and developing a rela-
tively high reservation wage that discourages them from taking low-
wage jobs.

Finally, we have also looked at the possibility that immigrants es-
cape low-wage work by becoming self-employed. Immigrants are
somewhat more likely to be self-employed than non-immigrants, but
the numbers are very small.

LOW WAGES AND POVERTY

The last empirical question we try to answer is the extent to which
low-wage status also indicates that a person is poor. We follow the
Danish Economic Council (2006) in defining poverty in Denmark as
having a household income per person that is less than 60 percent of
the median income. By this definition, we find that around 35 percent
of all low-wage earners live in a household that can be characterized
as poor. Furthermore, this fraction seems to be constant, even when
we follow a cohort of low-wage earners from 1996, as graphed in fig-
ure 2.17.

We conclude that there is a link between earning low wages and
living in a poor household, but the link is relatively weak and poverty
tends to disappear over time, together with low wages.
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Table 2.14 Low-Wage Immigrant and Non-Immigrant
Workers Five Years Later, 1980 to 2003

Immigrant Non-Immigrant

Education 3% 5%
Job 57 79
Out of labor force 11 4
Social assistance 2 0
Activation 5 1
Pension 2 2
Unemployment 19 8

Source: Author’s calculations from Center for Corporate Performance/Integrated
Database for Labor Market Research (CCP/IDA) data.



The meat and dairy industries have traditionally been the domi-
nant sectors of the Danish food industry (see table 3.1). Both sectors
have been through a period of consolidation and are today domi-
nated by Danish Crown and Arla Foods, respectively, both of which
are farmer-owned cooperatives. Indeed, cooperative ownership has
traditionally played a central role in the Danish food industry and
continues to do so. The other dominant ownership form is private
ownership; few food companies are listed on the stock exchange.

Generally, the highly concentrated Danish food industry is charac-
terized by a small number of very large companies that tend to be
among the world’s largest in their sectors (see tables 3.2 and 3.3). Ex-
amples include Arla Foods in the dairy industry, Danish Crown in
meat processing, Carlsberg in the brewery sector, and Danisco Cultor
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Table 3.1 Danish Food Industry, by Sector, 2003

Number of Number of Revenues (in
Sector Companies Full-Time Employees Millions of Euros)

Slaughtering and 
meat processing 1,162 21,986 5,354

Dairiesa 1,061 9,927 3,786
Bakeries 1,049 5,932 1,526
Beverages 1,038 5,431 1,692
Tobaccoa 1,007 1,318 521
Other food industriesb 1,443 26,431 8,272

Source: Statistics Denmark (2004); some of the data was drawn from the online database re-
sources of Statistics Denmark, accessed at http://www.statistikbanken.dk.
a 2001.
b The “other” category includes companies producing fish, food ingredients, and processed
foods such as cakes and cookies, confectionary, and processed fruits and vegetables.

Table 3.2 Danish Food Industry, by Number of Employees,
2003

Zero Twenty Fifty
to Nineteen to Forty-Nine Employees 
Employees Employees or More Total

Number of companies 1,482 7,131 7,146 1,759
Number of full-time employees 7,287 4,116 59,719 71,122
Revenues (in millions of euros) n.a. n.a. n.a. 20,429

Source: Statistics Denmark (2006).
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in the ingredients business. There are also many small companies
(fewer than twenty employees), but relatively few medium-sized
companies (between twenty and forty-nine employees).

Traditionally the Danish food industry has been export-oriented.
Today more than two-thirds of total farm production is exported, and
exports continue to grow in importance as international trade is lib-
eralized and consumers across the world become more open to for-
eign food products. To continue to grow and to remain competitive in
the face of trade liberalization and the expansion of the European
Union, Danish food producers have begun to locate production and
processing either close to the end users or where production and la-
bor costs are lowest.

The Danish food industry is reacting in different ways to the four
major developments outlined earlier. There has been a notable
change away from producing commodities with an emphasis on cost-
effectiveness and a move toward differentiated, value-added prod-
ucts. This change, in turn, has led to an emphasis on new product 
development and flexible production and consequently a reconfigu-
ration of the value chain. Differentiated production not only requires
changes in the production facilities of the processing plant but may
also change the type of relationships to other value chain members,
both upstream and downstream. Upstream, closer relationships to
primary production are necessary if the product differentiation is
rooted in differences in the raw material, as with organic milk or an-
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Table 3.3 Industry Revenues and Concentration, by Subsector,
2003

Concentration

Total Revenues 
(in Millions of Euros) Top Three Top Ten

Food, drink, and tobacco industry 18,244 35.6% 49.9%
Slaughtering and meat processing 5,234 73.2 89.4
Dairies 3,383 90.1 96.0
Other food industrya 7,592 14.4 31.2
Beverages 1,487 75.0 96.0
Tobacco 547 90.1 100.0

Source: Statistics Denmark (2006, 293).
a Includes companies producing fish, food ingredients, and procesed foods, such as cakes and
cookies, confectionaries, and processed fruits and vegetables.



Whether the meat-processing industry can be considered innova-
tive has been the subject of some public discussion, notably in in-
dustry journals. While the industry likes to think of itself as innova-
tive, outside observers are not so certain and would probably
consider many so-called innovations mere product improvements or
adjustments.

Following a period of increasing concentration, the Danish poul-
try industry is dominated by two companies, which both focus on
slaughtering and processing chicken. Denmark is the most important
market, but more than half of Danish poultry production is exported
to various European markets (primarily Sweden, Germany, and the
United Kingdom) and Asian markets (Malaysia and South Korea), as
well as to the Middle East (Dansk Slagtefjerkræ 2005).

CONFECTIONARY

The Danish confectionary industry is relatively small, with only a few
important producers, several of which are subsidiaries of foreign
companies. In this connection, it is noteworthy that several produc-
ers manufacture and sell products that have become integral parts of
Danish culture.

The Danish confectionary industry produces both sugar-based
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Table 3.4 The Number of DMBC Members and
Slaughterhouses, 1970 to 2003

1970 1980 1990 2002 2003

Companies
Cooperatives 50 18 5 2 2
Private slaughterhouses 4 2 1 0 0
Total 54 20 6 2 2

Plants
Cooperative 56 34 25 17 16
Private 4 2 2 0 0
Total 60 36 27 17 16

Non-DMBC member companies
Private slaughterhousesa n.a. n.a. 7 10 10

Source: Danish Meat and Bacon Council accessed at http://www.danskeslagterier.dk.
a Only slaughterhouses that slaughter more than 10,000 pigs per year.



confectionary (fruit gum, licorice) and chocolate (filled, bars). It is
an industry that produces many products with short life cycles.

Confectionary is a mature industry. In recent years, production of
both sugar-based confectionary and chocolate has been stagnant in
terms of both volume and value (see table 3.5). Furthermore, there
has been some discussion of the negative impact of candy consump-
tion on public health, not least the health of children. In this business
climate, companies have struggled to make a profit.

LABOR MARKET INSTITUTIONS
IMPORTANT TO THE FOOD INDUSTRY

Chapter 2 outlined the general institutional framework surrounding
low-wage work in Denmark. Here we discuss collective bargaining
and industrial relations as they pertain to food processing, as well as
the Innovation Act of 2001.

THE INNOVATION ACT OF 2001

In Denmark there is a long tradition of subsidizing research and de-
velopment in the food sector in order to strengthen the sector’s com-
petitiveness. Most recently, the Innovation Act of 2001 provides a
framework for supporting projects intended to further the innova-
tion, research, and development efforts of the food, agricultural, and
fisheries sector. Eligible projects include those that contribute to new
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Table 3.5 Chocolate and Confectionary Production, 1988 to
2003

Confectionary Chocolate Total

Revenues Revenues Revenues 
(in Millions (in Millions (in Millions 

Year Tons of Euros) Tons of Euros) Tons of Euros)

1998 44,862 148.6 25,123 162.9 69,985 311.5
1999 49,913 169.1 23,933 157.4 73,846 326.5
2000 51,538 167.5 24,437 158.7 75,975 326.2
2001 52,290 168.5 27,512 174.2 79,802 342.7
2002 51,838 172.1 25,774 163.6 77,612 335.7
2003 52,509 167.9 25,677 164.4 78,186 332.3

Source: FødevareIndustrien (FI) (2004) (accessed at http://www.fi.di.dk).



LOW-WAGE WORK: NOT AN ISSUE

There are only a few low-wage workers in the Danish meat-process-
ing industry, as mentioned in chapter 2, and the percentage of low-
wage workers has been more or less stable over the last ten years.

According to collective bargaining agreements, the minimum
hourly wage for adult slaughterhouse workers is E15.30 (US$20.87)
per hour (see table 3.6), while apprentices under age eighteen earn
from E7.65 (US$10.43) per hour (see table 3.7). However, piece-rate
agreements enable workers in the Danish pork industry to earn much
more per hour in reality. Thus, in 2005, on average, a Danish slaugh-
terhouse employee earned E30.05 (US$40.98) per hour (see table
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Table 3.6 Minimum Wages for Adult Employees in
Slaughterhouses (in Euros), 2006

Euros per Week Euros per Hour

Basic rate 302.73 8.18
Piece-rate deficiency paymenta 39.24 1.06
Time rate bonus 224.25 6.06
Total 551.32 15.30

Piece-work basis (adults) 8.36
Overtime 8.77

Source: Danish Food and Allied Workers’ Union (NNF) (2004b).
a Piece-rate deficiency rates are paid for all hours not worked on piece rates.

Table 3.7 Hourly Wages of Apprentices in
Slaughterhouses (in Euros), 2006

Under Over Over 
Eighteen Eighteen Twenty

Basic rate 4.09 5.73 6.55
Piece-rate deficiency paymenta 0.53 0.74 0.85
Time rate bonus 3.03 4.24 4.85
Total 7.65 10.71 12.25

Overtime 6.60 7.84

Source: Danish Food and Allied Workers’ Union (NNF) (2004a). 
a The piece-rate basis for apprentices is 75 percent of that for adult workers for the
same performance after the first year of the apprenticeship.
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3.8). This is a clear example of the power of local agreements, as de-
scribed in chapter 1.

Fewer than 5 percent of workers in the Danish confectionary in-
dustry are classified as low-wage workers (see figure 2.15). Accord-
ing to the collective bargaining agreement between DI and NNF,
adult workers earn a minimum of E12.40 (US$16.91) per hour, while
workers under the age of eighteen earn at least E6.74 (US$9.19) per
hour (see table 3.9). About 80 percent of low-wage workers in the
confectionary subsector are female.

DI and NNF agree that it is appropriate to negotiate piece-rate
agreements locally (Dansk Industri 2004) and that these should also
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Table 3.8 Average Hourly Wage for Slaughterhouse
Workers (Current Prices), 1998 to 2005

Year Euros per Houra Index 1980 = 100

1998 23.78 262
1999 24.51 271
2000 25.33 279
2001 26.55 293
2002 27.58 304
2003 28.63 316
2004 29.22 322
2005 30.05 331

Source: Danish Meat Association (2006).
a Includes holiday payment, public holiday payment, and social security.

Table 3.9 Hourly Wages for Workers in the Confectionary
Industry, 2006

Adults (Euros) Under 18 (Euros)

Time rate 12.40 6.74
Compensation rate (for work-
time reduction from forty to 
thirty-seven hours per week) 0.71 0.71

Training allowance (for workers 
with more than twelve months’ 
employment in the company) 0.16 0.16

Sector allowance 0.13 0.13

Source: Dansk Industri (2004).
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Data from the Danish Working Environment Authority document
that working in food processing is dangerous work, especially in pig
and cattle slaughterhouses, where the rate of reported work accidents
is almost ten times the average for the Danish economy as a whole
(see table 3.10). Cutting and carving meat is inherently dangerous
work. The bread, tobacco, and confectionary sector is not nearly as
dangerous.

Although WEA works to improve working conditions, workers of-
ten consider WEA to be an “enemy” rather than an ally because some
WEA regulations are interpreted to make work processes more cum-
bersome and therefore sometimes have a negative impact on wages.
To increase output workers sometimes do not comply with working
environment regulations.

COMPARISON WITH THE UNITED STATES

Compared to the picture of meat processing in the United States
painted in a report by Human Rights Watch (2004), working condi-
tions in the Danish food-processing industry are reasonably good.6

According to Human Rights Watch (2004, 11), “meatpacking
plants at the turn of the twentieth century were more than sweat-
shops. They were bloodshops, and not only for animal slaughter. The
industry operated with low wages, long hours, brutal treatment, and
sometimes deadly exploitation of mostly immigrant workers.” Fol-
lowing large-scale trade union organization drives, the pay and con-
ditions of workers in the United States’ meatpacking industry im-
proved from the 1930s to the 1970s. Wages rose to be substantially
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Table 3.10 The Number and Incidence of Reported Work
Accidents, 2004

Number of Incidence of 
Reported Reported Work Accidents

Work Accidents per 10,000 Employees

Pig and cattle slaughterhouses 2,258 1,338
Poultry slaughterhouses, fish and 
fodder factories 2,0637 2,557

Bread, tobacco, and confectionery 2,0589 2,219
Total entire economy 41,943 2,155

Source: Arbejdstilsynet (2005).



APPENDIX

Table 3a.1 The Case Study Food-Processing Companies

Brand Family PL Danish Multi- JV-
Confectionary Chocolate Confectionary Chicken Liver Food Food

Sector Confectionary Confectionary Confectionary Meat Meat Meat Meat 
processing processing processing processing

Ownership Owned by Family-owned Family-owned Family-owned Family-owned Subsidiary of Joint venture
foundation large meat between

company Danish and 
Polish meat 
companies

Scope MNC; three Niche; one MNC; niche; Denmark and Niche; practically MNC; eight MNC; two 
production production one production export; three no exports; two production production 
facilities  facility facility production production facilities in facilities 

facilities facilities Denmark, two (Denmark 
abroad and abroad)

Competition Slow, under- Market condi- Has gone Bird flu and the Increasing com- Intense Strong inter-
lying growth tions favor- through a turn- “cartoon con- petition, but competition national 
of confection- able owing to around process, troversy” have company has competition;
ary market; consumer in- cutting costs put pressure strong brand, company 
price compe- terest in qual- and improving on entire indus- which makes very in-
tition in ity products; efficiency, in try, as has in- it an attractive fluenced by 
retailing strongest posi- order to become ternational supplier for international

tion in medium- profitable again sourcing by retailers competition 
size towns Danish retailers in the pork 

industry



Table 3a.1 (Continued)

Brand Family PL Danish Multi- JV-
Confectionary Chocolate Confectionary Chicken Liver Food Food

Business Sells mainly Two SBUs: Has sold all Trend toward Focus on quality Wants to pro- Parent com-
strategy manufacturer production of brands to inter- more value- and developing duce tasty,  safe, pany has

brands, some coffee (mainly national con- added products strong brands; and high-quality evolved from
PL (sold U.K. catering) and fectionary com- has increased diversification food products national 
division that fine, hand- pany; now the number of through pur- (according to slaughterer to
mainly made made choco- manufactures employees (de- chase of sausage company vision) international 
PL in 2005) lates (sold only for B2B spite rationaliza- factory but also main- food company; 

mainly through market; PL and tion of production); tain intense cost JV-Food is 
forty-three OEM; the com- strict cost manage- focus; has moved one element
company-owned pany vision is ment in order to some production in this strategy
outlets); focus to become the stay competitive away from Den- (also proc-
on high quality world’s preferred mark to reduce essing in 
and freshness supplier in its labor costs; on- Germany and 
of products category going rationa- United 

lization of pro- Kingdom); 
duction views glob-

alization as a 
possibility for 
future growth; 
trend toward 
value-added 
products

Source: Authors’ compilation.
Notes: All company names are pseudonyms. 
Abbreviations: MNC—multinational company; PL—private label; SBU—strategic business unit; B2B—business to business; OEM—original equipment
manufacturer. 



Coop Danmark has its origin in the Danish cooperative move-
ment. It is part of Coop Norden, a pan-Nordic retail group created
through the merger of Coop Danmark, Coop Norge, and KF (a
Swedish cooperative) in 2002. Dansk Supermarked is a privately
owned retail group. For many years, Dansk Supermarked has been
the most profitable and expansive Danish retail group. Finally, Su-
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Table 4.1 Food Retailers in Denmark, 2006

Retail Number 
Retailer Format of Stores Market Share

Coop Danmarka 1,150 36.3%
Kvickly Xtra Superstore/hypermarket 1, 14 3.1
Kvickly Superstore 1, 69 7.5
SuperBrugsen Large supermarket 1,267 12.1
DagliBrugsen Small supermarket 1,343 4.7
LokalBrugsen Small supermarket 1, 51 0.5
Irma Supermarket 1, 70 2.0
Fakta Discounter 1,336 6.4

Dansk Supermarked 1,459 29.9
Netto Discounter 1,375 11.8
Føtex Superstore 1, 70 5.1
Bilka Hypermarket 1, 14 12.9

SuperGros 1,881 20.6
SuperBest Large supermarket 1,202 10.2
Spar Small supermarket 1,270 3.0
Super Spar Large supermarket 1, 69 1.6

Edeka Danmark 1,232 3.9
Edeka Aktiv Super Large supermarket 1, 43 1.5
Edeka Merko Small supermarket 1, 90 1.1

Aldi Marked Discounter 1,235 4.5
Rema 1000 Discounter 1,270 3.2
Lidl Discounter 1, 22 .5
Others Various 1, 63 1.5
Total 3,312 100

Sources: Bahr (2006), Dansk Handelsblad (2006), company websites.
a Includes both centrally owned stores and stores run by independent consumer
cooperatives.



Table 4.2 Major Electrical Goods Retailers in Denmark, 2003

Retailer Number Revenues (in 
(parent) Operations Ownership of Stores Millions of Euros)

F-Groupa Brown goods Centrally owned chain 84 311
Fona Gruppenb Brown goods Centrally owned chain 79
Electric City Brown goods Centrally owned chain 5

Punkt1c (Expert, 
Norway) White goods Voluntary chain 115 161f

Merlin (Wizard Holding, 
Iceland)d Centrally owned chain 54 144
Electronic World White and brown goods Centrally owned chain 5
Merlin White and brown goods Centrally owned chain 49

El-Giganten (Elkjøp/
Dixons) White and brown goods Centrally owned chain 22 118f

Experte Brown goods Buying group 100 107f

2Tale Brown goods Voluntary chain 138 107f

Skousen White goods Combination of corporate 
chain and franchise 62 64

Panasonic Technics Brown goods Voluntary chain 50 27
Hi-Fi Klubben Brown goods Corporate chain 22 24f

Sources: Mintel (2003, 124) and company websites.
a F-Group has about 1,400 employees, of which Fona accounts for about 900.
b Fona was merged with Fredgaard in 2003.
c Punkt1 was established in 2003.
d Merlin was a fully owned subsidiary of FDB until 2005, when it was acquired by an Icelandic consortium. It has around 700 employees.
e Expert and 2Tal merged on January 1, 2004.
f Estimated.



Core Employees In addition to transitional workers, retailers em-
ploy a second type of employee as checkout operators and sales as-
sistants: stable, core employees who have often worked in retailing
for many years but have no ambition of rising to a management posi-
tion. They do a good job and often train new recruits. Several human
resource managers and store managers we interviewed stressed the
importance of having some stable employees of this type. They pro-
vide continuity and make up the backbone of the store. Sometimes
they are referred to as “core workers.”

According to several human resource managers, food retailing is a
place where many people like to shop but few people like to work.
Although, generally speaking, none of the retailers studied had expe-
rienced problems in recruiting entry-level checkout operators and
sales assistants, informants expected that in the future organizational
reputation would be of critical importance in attracting employees.
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Table 4.3 Number of Checkout Operators and Sales Assistants
in the Food Retailing Industry

Employees 
(Excluding Students) Students

Not Not 
Low-Wage Low-Wage Low-Wage Low-Wage Total

Gender
Men 2,592 2,592 282 408 3,874
Women 2,170 5,139 415 483 8,207

Age
Eighteen to thirty 1,459 4,054 695 888 7,096
Thirty-one to forty 2,412 1,504 n.a. n.a. 1,921
Forty-one to fifty 2,350 1,075 1,425
Fifty-one to sixty 2,541 1,118 1,659

Ethnicity
Danish 2,630 7,447 663 855 11,595
Foreign 2,132 2,304 34 36 2, 506

Education
Secondary 1,789 2,127 468 545 4,929
Upper secondary 1,519 5,439 205 320 7,483
Postsecondary 2, 54 2,185 24 26 2,289

Total 2,762 7,751 697 891 12,101

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.
Note: “Low-wage” is defined as two-thirds of the median hourly wage of the entire economy.



ing wages, working hours, working conditions, and the social aspects
of work.

Although it is possible in Denmark to earn a living as a checkout
operator or sales assistant (despite media coverage sometimes sug-
gesting the opposite), pay is low for these positions, as indicated by
the high proportion of low-wage workers in food retailing. To a large
extent, wages are regulated through the various collective agreements
(see table 4.4 and chapter 2 for a discussion of how these agreements
work). Generally speaking, food retailers pay checkout operators and
sales assistants according to the relevant collective bargaining agree-
ment.
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Table 4.4 Pay and Compensation for Workers in Danish
Retail Stores, 2006 

Euros Euros 
per Month per Hour

Minimum wagea

Unskilled workers 2,021 12.61
Skilled workers 2,222 13.86

Under age eighteen
Normal 1,057 6.59
Doing skilled work 1,278 7.97

Apprentices
First year 1,167 7.28
Second year 1,311 8.18
Third year 1,384 8.63
Fourth year 1,456 9.08

Unsocial hours compensation (extra pay)
Weekdays, 6:00 PM to 6:00 AM 2.65
Saturdays, 3:00 PM to 12:00 AM 5.00
Sundays, 12:00 AM, to Monday, 12:00 AM 5.70

Overtime
First three hours on weekdays +50%
More than three hours and Sundays +100%

Source: Wages stipulated by the collective bargaining agreement between DH&S and
HK Handel for 2004 to 2006 (DHS 2004).
Note: Pay  and compensation figures exclude the 15 percent vacation pay.
a The minimum wage is stipulated in the collective bargaining agreement. Employ-
ees can earn more than this minimum wage depending on firm-level or establish-
ment-level agreements. The minimum wage is not politically determined. 



openings for store managers and thus limited career prospects for
salespeople, who consequently may start to look elsewhere. Typically,
the only possibility to advance is to become a store manager in a cen-
trally owned store or perhaps a franchisee. The Goods is expanding
rapidly and therefore needs to hire new store managers on an ongo-
ing basis, but in a chain like Music, which expands only slowly, there
are limited career prospects. Therefore, holding on to good store
workers who wish to advance can be problematic.

Of the specialty retailers studied, only Music employs part-time
salespeople. Part-time salespeople are important to the chain because
they enable the company to adjust staffing levels to peak periods (af-
ternoons, Saturdays, and the periods following the distribution of cir-
culars to households). In the other specialty chains, full-time work-
ers have to fill all shifts and handle peak periods.
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Table 4.5 Number of Salespeople in the Specialty Electrical
Goods Industry

Employees 
(Excluding Students) Students

Not Not 
Low-Wage Low-Wage Low-Wage Low-Wage Total

Gender
Men 162 1,011 12 21 1,206 
Women 41 1,184 7 8 1,240

Age
Eighteen to thirty 193 1,697 19 29 1,938
Thirty-one to forty 7 1,293 1,300
Forty-one to fifty 2 1,129 1,131
Fifty-one to sixty n.a. 1, 76 n.a. n.a. 1, 77

Ethnicity
Danish 194 1,178 19 29 1,420
Foreign 9 1, 17 1, 26

Education
Secondary 75 1,169 10 8 1,262
Upper secondary 127 1,980 9 16 1,132
Postsecondary n.a. 1, 46 n.a. 5 1, 52

Total 203 1,195 19 29 1,446

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.
Note: “Low-wage” is defined as two-thirds of the median hourly wage of the entire economy.



APPENDIX

Table 4A.1 The Case Study Food Retailers and Specialty Electrical Goods Retailers

Disc Fast Super One Super Too

Store type Soft discounter Soft discounter Super stores Super stores

Business strategy Used to be Aldiclone. Founded in response On average opens three Has had to focus on 
Now has a more to Aldi’s market new stores every year. cutting costs in recent
innovative concept. entrance. Has decen- years, closing some

tralized decision- manned counters (for
making competence example, fish and 
to store managers. meat) and reducing 
Wants to turn the the number of 
chain into a brand in workers. Last year 
its own right and reported best results 
focus on retailer ever.
brands. Wants to be 
the preferred store 
for groceries in the 
neighborhood.

Concept Neighborhood stores Fast and convenient Primarily quality food Broad range of food 
with products of grocery shopping at products and clothing, and non-food 
high quality at the low prices. but also consumer products.
lowest prices on the electronics and hard-
market. ware.

Product range Food and other Primarily food prod- Broad and deep food Broad and deep range 
groceries as well as ucts and other gro- assortment and signif- of grocery products 
weekly offers. Rela- ceries along with an icant nonfood and broad range of 
tively narrow ever-changing assort- assortment. electrical goods.
assortment. ment of weekly 

special offers.



Service quality Low Low Medium Medium

Human resource Central HRM Central HRM Central HRM Central HRM 
management department department department department

Recruitment Two issues consid- The chain receives Large, yearly apprentice No recruitment 
ered essential for more than 5,000 un- and trainee recruit- problems. Receives 
recruitment, reten- solicited applications ment campaign. Nec- many unsolicited 
tion, and develop- annually and is not essary because of com- applications (parti-
ment: company experiencing any re- petition for young cularly from stu-
culture and reputa- cruitment problems. people from banks and dents). Focus on com-
tion. Active effort to Hires 16-year-olds as shipping. Large num- mitment. Tries to hire 
recruit older em- “service workers” ber of applicants. Gen- students early in their 
ployees (age 50 and for menial chores erally no recruitment studies. In one store, 
older). (cleaning and so on). problems. 25 percent of cashiers

Sales assistants hired are age sixteen to 
by store manager. seventeen, of whom 
Flexibility is im- half are retained after 
portant. they turn eighteen.

Retention Owing to low unem- High labor turnover, Upon completion of Large turnover owing 
ployment, employ- although declining. apprenticeship, sales to many part-timers 
ees are not as loyal assistants are intro- (typically students). 
as they used to be. duced to career possi- Not regarded as 
Therefore important bilities/training pro- problematic.
to offer employees gram. Many 25-year 
challenges, personal anniversaries.
development, and 
career prospects. 
Employee turnover 
highest in Copen-
hagen and other 
large cities.



Table 4A.1 (continued)

Disc Fast Super One Super Too

Training On-the-job training Mainly on-the-job Large in-house training Mainly on-the-job 
and introductory training and e-learning program (for future training. No addi-
training at company modules for new sales managers in particular). tional training for 
HQ for new employ- assistants. Compre- Own training facility. cashiers. Offers a com-
ees. Significant train- hensive training prehensive training 
ing program for bud- scheme for budding program for budding 
ding store managers. managers. managers.

Working conditions Fast work pace. Some Fast work pace. Some Generally described as Generally described as 
physically demand- physically demanding good, but at times good. Some physically 
ing work. tasks. Several inform- work pace high (al- demanding tasks, but 

ants had experiences though this is not nec- large improvements 
with drunk, abusive, essarily regarded as have been made. 
or violent customers. bad). Some problems Work can be stressful 
Even several cases with repetitive work, (especially for middle 
of death threats were heavy lifts, and cold. managers), but em-
mentioned. Frequent changes of ployees prefer to be 

managers disruptive, busy. Some problems 
as new routines have with workers suc-
to be learned, and cumbing to stress. 
workers have to make Manager in Copen-
good impression on hagen store had been 
new boss. very understanding 

in relation to two 
workers who were 
sick for prolonged 
periods.



Number of stores visited Three Three Three Two

Informants HR manager (chain), HR manager (chain), HR manager (chain), HR manager (chain), 
three district man- one district manager, three store managers, two store managers, 
agers, three store two store managers, employee representative, two managers re-
managers, eleven four assistant man- three middle managers, sponsible for 
sales assistants. agers, one sales eight cashiers/sales cashiers/checkout, 

assistant. assistants. two employee rep-
resentatives, five 
cashiers/sales 
assistants.

Hyper Music White One The Goods

Store type Hypermarket Brown goods specialty White goods specialty White goods specialty 
store store store

Business strategy Not possible to grow Company turned Economies of scale in Has gone through a 
within Denmark around from loss to purchasing (volume process of transition 
owing to planning profit in last couple discounts because and professionaliz-
restrictions. of years. Wants to ex- largest buyer). ation. Expanding. Has 

pand, but only mod- worked to improve 
erately. Imports sev- competitiveness in 
eral brands that are relation to core 
sold exclusively by strength: service. Not
this chain. Has ver- only competing on 
tically integrated into price. Wants to be the
production and neighborhood store 
bought suppliers. (not located in shop-

ping centers).



Table 4A.1 (continued)

Hyper Music White One The Goods

Product range Quality products at Only brown goods White goods, lighting, Predominantly white 
discount prices. (hi-fi and TV). and consumer elec- goods.
One-stop shopping. Medium- to high-end. tronics.
Focus also on shop- Typically sells own 
ping experience and brands or brands sold
good customer ser- exclusively by chain.
vice.

Service quality Medium Very high High High 

Human resource Central HR manager Central HR manager Central HR manager; Central HR manager 
management and HR manager in can only act as consult- (relatively)

each store ant to stores, as he has 
no direct authority.

Recruitment Large, yearly appren- Unsolicited applica- Difficult to hire skilled Prefers to hire skilled 
tice and trainee re- tions. Or post job personnel, therefore salespeople (vocational 
cruitment campaign. opening on own web- often have to hire training) from local 
Necessary because site. Often applicants workers without ex- community. Age or 
of competition for are customers and perience in the white nationality not impor-
young people from therefore know the goods sector tant, but whether 
banks and shipping. chain. applicant is a good sales-
Large number of person. Internal recruit-
applicants. Generally ment and word of mouth.
no recruitment Many applications for 
problems. apprenticeships.

Retention Upon completion of Low turnover among Some employee turnover. Average seniority around 
apprenticeship, sales full-timers, including five to seven years in 



assistants are intro- store managers. Jutland, four to five 
duced to career pos- Hence few oppor- years on Seeland. Large 
sibilities/training tunities for career number of new openings
program advancement. lower average. Many 

employees in older 
stores have celebrated 
ten- or even twenty-five-
year anniversaries.

Training Large in-house train- No tradition for paid Introductory program for 
ing program (for training and educa- new employees and cat-
future managers in tion, although country alog of different courses. 
particular). Own manager says all Internal training pro-
training facility. have access to this. gram for store managers/

franchisees.

Working conditions Generally described Large differences in Some heavy lifts, but Many heavy lifts, but 
as good. Informants work pace between work not considered working conditions 
stress good social stores; in one of the hard physically. Inter- generally described in 
relations among three stores, signif- viewees stress that they positive terms.
employees. icant problems with have good colleagues.

staffing and high 
work pace were re-
ported. Some heavy 
lifting, but not con-
sidered to be prob-
lematic.



Table 4A.1 (continued)

Hyper Music Whtie One The Goods

Number of stores Two Three Three Three
visited

Informants HR manager (chain), Country manager HRM manager, two HRM manager, two store 
one district manager, (responsible for mark- store managers, six managers, one assistant 
two store managers, eting and HRM), three sales people. manager, two 
four assistant man- store managers, six salespeople.
agers, one sales full-time salespeople, 
assistant. one part-time sales-

man.

Source: Authors’ compilation.
Note: The names of all chains are pseudonyms.



rant services.3 According to a comparison of hotel prices in twenty-
nine major European cities carried out in 2002, Copenhagen ranked
twenty-fifth (HORESTA 2004). But since the comparison looked at
prices before the VAT, Copenhagen’s low rank does not imply that ho-
tel prices there are relatively low. On the other hand, they are not at
the higher end of the price distribution either. A consequence of the
high costs is that price differences between quality categories are
smaller than in many other countries. This is likely to have an impact
on the demand of the more price-elastic hotel guest segment (that is,
nonbusiness travelers) for hotel services in Denmark.

During the ten-year period from 1995 to 2005, the number of ho-
tels in Denmark fell considerably, from 1,201 to 1,107 (see figure
5.1). Although the number of hotels has declined, total hotel capac-
ity has increased, owing to the strong increase in the size of the hotel
units. Total revenue in the hotel sector increased by 15 percent re-
cently, from DKK 8.0 million (US$1.46 million) in 2001 to DKK 9.2
million (US$1.68 million) in 2005. Occupancy rates have fallen, and
in 2005 they were still below those in the late 1990s, despite a con-
siderable increase compared to 2004.4 Despite the tendency toward
larger units, the hotel industry in Denmark is still characterized by a
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Figure 5.1 Number of Hotels, 1995 to 2005

Source: Authors’ calculations from Statistics Denmark and HORESTA data.
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large number of small hotels. Thus, in 2005 ninety of the hotels that
were members of HORESTA had more than three hundred guest-
room beds. At the same time, slightly fewer than 40 percent of the
hotels had between ten and forty beds (see figure 5.2). Of course, the
size distribution also reflects the fact that Denmark is a relatively
small country, with respect to both its population and geographical
area; therefore, there is less demand for hotel services outside the ma-
jor cities.

The high number of small hotels also reflects the fact that many of
them—50 percent in 1999—are privately owned. However, the num-
ber of privately owned hotels has declined somewhat (see figure 5.3).
The rest of the hotels are distributed evenly among three ownership
types: two limited liability companies (aktieselskab and anpartssel-
skab, respectively), which differ regarding the minimum capital re-
quirement in the firm, and limited and unlimited partnerships. The
big hotels are typically stock companies (aktieselskab).

About 16 percent of Danish hotels are organized in chains. A little
over half of these are members of chains with common owners. The
other half includes members in chains that cooperate on marketing,
sales, and purchases, illustrating that branding is becoming an in-
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Figure 5.2 Hotel Size Distribution, 1998 and 2004 

Source: Authors’ calculations from Statistics Denmark and HORESTA data.
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creasingly important element in hotels’ competitive strategy. The ho-
tels in chains with common owners have a 55 percent market share,
and on average they are large hotels. The “voluntary” chain members’
market share is about 18 percent. Consequently, while the nonchain
hotels make up a clear majority of all hotels (and, despite being
smaller, also have 55 percent of the stock of hotel rooms), their mar-
ket share is only 25 percent.

Although a large share of small firms continues to be a character-
istic feature of the Danish hotel industry, there is a clear tendency to-
ward more mergers and acquisitions, especially among the larger
players. Because the hospitality industry is very sensitive to business
cycle conditions, political crises, and other events, the turnover of
firms in the industry is rather high: the annual rate of bankruptcies in
recent years has varied between 8 and 12 percent.

The proportions of Danes and foreigners staying in Danish hotels
are about the same: during the years 2001 to 2003, Danes spent about
4.6 million nights per year in hotels in Denmark, whereas foreigners
(the vast majority of whom came from neighboring countries), spent
4.5 million nights per year in Danish hotels. During this period, there
was only a tiny growth in the overall number of overnight stays in
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Figure 5.3 Ownership of Hotels in Denmark, 1993 and
1999

Source: Authors’ calculations from HORESTA data.
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hotels. Going a little bit further back in time to the early 1990s, how-
ever, we note that there has been a strong increase in demand for ho-
tel beds, and in recent years the demand has increased again. Thus, in
2005 the increase in the number of hotel nights per year as compared
to 2004 was 4.7 percent. To a great extent, the growth is due to in-
creasing numbers of international guests, and growth has therefore
been concentrated in the Copenhagen area.

As in other countries, the Danish hotel sector was adversely af-
fected in the years 2001 to 2003 by the international economic
downturn in conjunction with SARS, the war in Iraq, and threats of
international terrorism. As can be seen from figure 5.4, profitability
(measured as the net profits per sales ratio), which had been increas-
ing for seven years in a row, declined a little in 2002 and then
plunged to 2 percent in 2003. The capital area was hit especially hard,
partly because Copenhagen is more dependent on international
travel than other regions of Denmark, and partly because of the ex-
pansion of capacity in recent years.

As the hotel industry has been growing during the last decade, the
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Figure 5.4 Profitability of Hotels from 1994 to 2002

Source: Authors’ calculations from HORESTA data.
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overcapacity problem has also increased, resulting in stronger com-
petition as prices have been pressed to the bottom. According to
HORESTA (2004), the hotels reacted by cutting costs without de-
creasing productivity, in particular by lowering the employee-per-
room ratio. This was achieved by improving productivity, but also at
the cost of lower quality of service. The employee-per-room ratio was
low to begin with, reflecting the relatively high wage levels among es-
pecially low-paid employees, and it fell even further from 1998
(0.41) to 2003 (0.22 in Copenhagen. Corresponding ratios for other
capitals like Oslo, Berlin, and Amsterdam are about 0.4 (see figure
5.5).

To cope with the competitive pressure and maintain an interna-
tionally comparable service quality, hotel employers are under signifi-
cant pressure to restructure their business. The possibilities for re-
structuring the jobs of the group of employees studied here, the room
attendants, through improving technology or substituting labor with
capital are very limited, and hence, hotel employers’ high and increas-
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Figure 5.5 Employee-per-Room Ratios in Selected Cities,
2004

Source: Authors’ calculations from HORESTA data.
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In figure 5.6, we show the development of employment and av-
erage wages for the hotel industry. Since students make up about 20
percent of hotel employees, we also present corresponding numbers
with students excluded. We may start by noting that from 1994 on-
wards, there has been an increase in hotel employment and that this
has been slower for nonstudent employees. Second, the business
cycle influence on employment is clearly visible, and this is more
profound for student employees. Students and other casual workers
are thus used as a buffer to meet cyclical changes in demand. We
believe that this is the case even more with respect to seasonal
changes, although we cannot provide numbers in support of our
conjecture.

Wages have increased almost uninterruptedly. Student workers get
a lower hourly wage than regular employees. A full-time student at a
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Figure 5.6 Employment and Average Nominal Hourly
Wages in the Hotel Industry

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.
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Job careers for room attendants are limited, and training beyond
the initial session is very rare.12 Thus, unless room attendants take
some training outside work for other jobs in the industry, careers for
them do not exist. The only exception is promotion to assistant head
housekeeper or head housekeeper. Once individuals have attained
these positions, however, there are no further job opportunities for
them within their workplaces.

With the increasing shortage of labor and the increasing competi-
tion for unskilled labor from the retail sector, the hotel sector has re-
cently been considering possibilities to enhance certain elements of
its internal labor markets, including further on-the-job training.
These plans, however, are still very much in their infancy; for room
attendants, they will in all likelihood be of marginal, if any, impor-
tance.

IN-HOUSE OR OUTSOURCING?

There are no particular regulations of subcontracting cleaning ser-
vices in the Danish hotel industry. Thus, hotels are free to choose to
outsource housekeeping or not.

Of the eight case hotels visited, three had outsourced housekeep-
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Figure 5.7 Career Advancement Opportunities for Room
Attendants

Source: Authors’ compilation.
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lows. First we interviewed the hotel’s general manager, followed by
another interview with the operations manager or, alternatively, the
head (or assistant head) housekeeper. Next we interviewed a sample
of room attendants. These interviews were organized with groups of
three to five room attendants. We began the interviews with the room
attendants by asking them to fill out a brief, two-page questionnaire
about themselves, economic issues, and job and employment satis-
faction. The length of the interviews varied from thirty to sixty min-
utes. In the hotels where housekeeping was outsourced, we inter-
viewed the person in charge from the external cleaning company as
well as groups of room attendants from the company working at the
hotel. The format of these interviews was the same as for those with
in-house housekeeping. In addition to the hotel cases, we also inter-
viewed an industrial relations specialist at HORESTA, the employers’
organization of the hotel, restaurant, and tourism industry. A more
detailed summary of the case hotels is provided in the appendix.

HOTEL INDUSTRY PERFORMANCE

The competitive position of Danish hotels is negatively affected by
two structural factors. First, owing to the compressed Danish wage
structure, wages in the lower end of the wage distribution are high by
international standards. Since hotels are a typical low-wage indus-
try—only the food retail sector has a higher portion of low-paid em-
ployees—this wage structure affects labor demand and staffing in
Danish hotels. Second, the Danish value-added tax is the highest in
Europe—25 percent—and Denmark is one of only three European
countries that have not introduced a lower VAT on hotel and restau-
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Table 5.1 Service Quality and Housekeeping at the 
Case Hotels 

Housekeeping Arrangement

Service Quality Copenhagen Provincial Cities

Luxury hotel (four to Hotel 1 Outsourced Hotel 5 In-house
five stars) Hotel 2 In-house Hotel 6 Outsourced 

Budget hotel (two to Hotel 3 In-house Hotel 7 Outsourced
three stars) Hotel 4 In-house Hotel 8 In-house

Source: Authors’ compilation from HORESTA data.



term fluctuations in demand. The Danish unemployment insurance
system, which is characterized by generous replacement ratios
(about 90 percent for low-paid workers), absence of experience rat-
ing, and no waiting periods before entitlement, acts as an important
subsidy to seasonal industries like hotels because it lowers the (ex-
plicit as well as implicit) costs of temporary layoffs for both employ-
ers and employees (see Jensen and Westergaard-Nielsen 1990). The
extent of the subsidy should not be overstated, however, since the
proportion of employees insured is much lower than in other indus-
tries and roughly the same as the share of unionized workers; in fact,
unemployment insurance and trade union membership largely coin-
cide (see Neumann, Pedersen, and Westergaard-Nielsen 1991).

As can be seen from table 5.2, the fraction insured in the hotel in-
dustry is generally lower than the national average for low-wage
workers.6 It is particularly low among low-paid employees. This is
partly because many hotel employees are students, but it is also
partly due to the fact that the workers either intend to hold their jobs
for only a short period or have been working in the industry for a
short period and therefore are not entitled to unemployment insur-
ance benefits. Only 27 percent of full-time low-wage workers are cov-
ered by unemployment insurance. Part-time workers are also covered
by unemployment insurance to a significantly lower extent than full-
time workers. The majority of part-time low-wage workers are not
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Table 5.2 Unemployment Insurance Coverage in the
Hotel Industry, 2002

Low-Wage Non-Low-
Employees Employees Wage Employees

Full-time workers (thirty hours a 
week or more)
Full-time insured 27.1% 82.8%
Not insured 72.9 17.2

Part-time workers (excluding 
students)
Insured 17.4 56.0
Not insured 82.6 44.0

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.
Note: “Low-wage” is defined as two-thirds of the median hourly wage of the entire
economy. 



Table 5.3 Distribution of Hotel Industry Low-Wage Employment (Excluding Students), by Gender,
Age, and Education

Gender Age Education

Nineteen Thirty-one Forty-one Fifty-one Sixty-six
Year Men Women to Thirty to Forty to Fifty to Sixty-five and Above 1 2 3 4 5 6

1992 27.6% 72.4% 59.9% 11.0% 12.0% 13.9% 3.1% 48.2% 18.1% 29.9% 1.7% 1.8% 0.4%
1993 26.3 73.7 57.4 13.5 14.4 11.9 2.9 46.3 23.9 26.2 1.5 1.5 0.5
1994 28.8 71.2 59.1 10.8 14.1 12.2 3.7 48.7 22.5 24.3 2.1 1.9 0.5
1995 29.2 70.8 61.7 14.0 10.4 11.1 2.8 43.2 26.7 25.7 1.3 2.5 0.5
1996 28.7 71.3 61.4 14.6 11.5 10.3 2.2 40.0 30.3 23.1 2.6 2.7 1.2
1997 30.7 69.3 58.8 13.4 10.4 13.8 3.7 40.3 25.3 28.6 1.6 3.4 0.8
1998 27.6 72.4 55.0 16.0 13.1 12.5 3.4 37.6 27.5 30.1 2.0 2.4 0.3
1999 30.7 69.3 53.5 16.1 12.3 13.7 4.4 41.2 24.9 27.8 2.3 3.1 0.8
2000 29.2 70.8 50.5 18.0 12.0 14.4 5.2 42.2 22.4 27.9 2.8 4.0 0.7
2001 30.0 70.0 54.5 16.2 10.8 14.2 4.2 43.7 24.5 26.4 1.7 3.1 0.7
2002 29.7 70.3 51.7 16.4 12.6 15.0 4.3 45.0 22.6 26.5 2.3 3.1 0.6

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.
Note: “Low-wage” is defined as two-thirds of the median hourly wage of the entire economy.
Education: 1 = primary school; 2 = high school; 3 = vocational education; 4 = short college degree; 5 = college degree; 6 = master’s or higher degree. 



10 percent. As show in table 5.4, the high unemployment rates are
due to a high unemployment inflow, and unemployment spells are
typically of short duration. The overwhelming majority of employees
were out of work for less than 30 percent of the year, in the industry’s
worst period in a long time. Notably, low-wage employees experience
less unemployment than non-low-wage workers, because their ineli-
gibility for unemployment insurance benefits gives them little incen-
tive to register as unemployed. Moreover, many of them work only
part of the year.

Worker turnover in the industry is relatively high but does not dif-
fer from turnover in many other sectors of the Danish economy (Bin-
gley and Westergaard-Nielsen 2003).7 In 2003—which, it should be
remembered, was a particularly bad year for the hotel industry—21
percent of hotel employees left the employer they had been working
for in the previous year.8

ROOM ATTENDANTS AT THE CASE
HOTELS

PAY AND BENEFITS

The wages of room attendants are clearly in the lower tail of the wage
distribution in the hotel industry.9 In general, room attendants are
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Table 5.4 Unemployment Experience Among Hotel
Employees (Excluding Students), 2003

Low-Wage Non-Low-
Employees Wage Employees

Experienced unemployment 
during 2003 13.8% 27.6%

Experienced unemployment:
Less than 10 percent of the year 34.0 38.4
10 to 30 percent of the year 30.2 33.9
30 to 50 percent of the year 20.6 17.5
50 to 80 percent of the year 13.1 9.5
More than 80 percent of the year 2.1 0.7

Source: Authors’ calculations from Center for Corporate Performance (CCP) data.



APPENDIX

Table 5A.1 The Case Study Hotels

Hotel 1 Hotel 2 Hotel 3 Hotel 4

Interviewed Operations man- Operations man- Administration General manager
ager, responsible ager, head house- manager, head (in charge of two
person from keeper, four housekeeper, chain hotels), 
external clean- room attendants assistant head assistant head 
ing company, housekeeper, housekeeper 
assistant head and three room supervisor, three
housekeeper, attendants room attendants
two room 
attendants

Hotel status Independent Independently International International 
owned group chain chain

Star rating Four stars Four stars Four stars Three stars

Location Copenhagen Aalborg Copenhagen Copenhagen  

Number of 366 210 93 80
rooms

Market seg- Many business Both business and Mainly business 60 percent leisure 
mentation guests. Targets leisure guests clients. Some guests, 40 percent

its customers mainly from Den- leisure guests at business guests.
broadly, from mark, Norway, weekends.
business trav- and Sweden. 
elers to leisure 
guests. 

Occupancy 70 to 80 percent 45 to 50 percent 68 percent in 80 percent
(2005) 2005

Rack rate u162 to u335 u107 to u242 u201 to u429 u74 

Number of 100 n.a. 117 (three 100 (three 
staff chain hotels) chain hotels) 

Number of One person re- Seven room atten- Two to five full- Four full-time; three
room sponsible from dants: perma- time room atten- to four fixed-hour 
attendants cleaning com- nent contracts dants; four to six contract room atten-

pany; three (one full-time, fixed-hour dants; nine to 
housekeeper su- six fixed-hour contract room fifteen casual 
pervisors; three contract); twenty attendants; two contract
thirty-hour to thirty room to four casual
fixed contract attendants; contract room 
workers; forty casual contracts attendants
part-time and 
casual workers 

Contract Yes No No No
cleaning? 



Hotel 5 Hotel 6 Hotel 7 Hotel 8

Operations man- Head housekeeper, Operations man- General man-
ager, head house- three room atten- ager, head house- ager, head 
keeper from ex- dants keeper, five room housekeeper, 
ternal cleaning attendants three room 
company, three attendants
room attendants

National chain International Independent National chain
chain (Scandinavian) 

Two to three stars Four stars Three stars Three stars

Aarhus Copenhagen Aarhus Kolding 

192 201 108 180

Leisure guests and Leisure guests and Mainly business Mainly business 
business guests business guests. guests. Leisure and conference 
(craftsmen, etc.). guests are also guests. Leisure 
Good location. important for the guests in 
Cheap and clean. hotel. summer. 

50 percent 80 percent 45 to 50 percent 72 percent

u71 to u119 u166 to u225 u73 to u170 u156 to u197 

Approximately Approximately Approximately. Approximately 
thirty-five eighty forty-one (thirty ninety

full-time)

One full-time; No full-time room One head house- One head house-
twelve fixed- attendants; keeper (twenty- keeper (fifteen to 
hour (fifteen fixed-hour con- five hours per thirty-seven-hour 
hours) con- tract, typically week); three full- contract); sixteen 
tract 27.5 hours per time room atten- fixed-hour con-

week (three dants; three casual tract; four casual 
room attendants  contract room contracts (students)
work fifteen attendants when busy 
hours per week) 

Yes No No Yes

Source: Authors’ compilation from HORESTA data.



tal with an efficient frontier estimated as a linear combination of the
decisionmaking units that perform best in turning input into output.

Another study, this one conducted by the Ministry of the Interior
and Health (2003), showed that to a large extent these productivity
differences are due to county-specific differences, which raises the
question as to whether the cross-hospital differences are due to dif-
ferences in the political governance of the counties and are therefore
to some extent outside the control of hospital managements. Table
6.1 shows the case study hospitals split according to this contrast.

We allocated each of the hospitals to one of the two groups based
on whether their productivity was relatively high or low compared to
the other hospitals in the study. Their categorization does not say any-
thing about the actual differences in productivity—only about their
relative standing in the Olesen study. The nine case study hospitals are
quite different with respect to size and the number of specialties they
offer. A brief overview of these differences is given in table 6.2.

About fifteen years ago, the first step was taken to expand the
scope of the cleaning function to include a service function, which
was to include cleaners, nursing assistants, and porters. At present,
only case hospitals 1 and 2 have fully implemented the hospital ser-
vice assistance concept. Case hospitals 3, 4, and 5 are implementing
the concept. Case hospitals 6 and 7 have reeducated some cleaners to
become hospital service assistants, but put the implementation of the
concept on hold as of January 1, 2007, pending a centralized imple-
mentation strategy in the new regional organization. Case hospitals 8
and 9 have decided to await the centralized regional decision before
taking any reeducation initiatives.

Those hospitals that have not yet introduced the hospital service
concept have avoided it thus far for reasons that are mainly physical
and cultural in nature, as one of the managers expressed it. The phys-
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Table 6.1 Case Study Hospitals, by Productivity 

Low Productivity High Productivity

Horsens (Hospital 1) Randers (Hospital 2)
Hjørring (Hospital 6) Holstebro (Hospital 3)
Brønderslev (Hospital 7) Herning (Hospital 4)
Nykøbing (Hospital 8) Ringkøbing (Hospital 5)
Thisted (Hospital 9)

Source: Olesen (2004).



Table 6.2 Statistics for the Case Study Hospitals

Hospitals Hospitals 
Hospital 1 Hospital 2 Hospital 3 Hospital 4 Hospital 5 6 and 7 8 and 9

County Vejle Aarhus Ring- Ring- Ring- Northern Viborg
Købing Købing Købing Jutland

Beds (2001) 251 315 299 280 65 360 201
Bed days (2004) 67,922 121,568 97,746 93,544 15,870 117,623 47,150
Occupancy rate (2003) 78% 89% 85% 86% 85% 79% 90%
Dismissed patients (2004) 16,535 30,269 21,410 20,928 3721 24,881 10,630
Ambulatory treatments (2004) 24,143 40,637 37,116 26,015 3,801 28,150 18,390

Source: National Board of Health (2006), Amtsraadsforeningen (2001).
Note: Patients treated at the emergency room are excluded from the ambulatory treatments.



product) spent on health, Denmark spends only about 9 percent of
its GDP compared to the more than 15 percent spent in the United
States (see table 6.4). Actually, in 2003 only the United Kingdom
spent less of its GNP on health care than Denmark, but the propor-
tion has increased more in the United Kingdom over the period.

According to the World Health Organization (WHO), the public
proportion of health care expenditures in Denmark and the United
Kingdom in 2003 amounted to 82.9 percent and 85.7 percent, re-
spectively, which are the highest rates in Europe. In Denmark, hospi-
tal treatments are covered in full by the government, whereas services
such as medicine, dental work, and physiotherapy are covered only
partially. With respect to the number of general practitioners, acute
care beds, and nurses in relation to the size of the population, Den-
mark is in the midrange of the six countries.

That health care expenditures do not necessarily affect the life ex-
pectancy of men and women is evident if we compare tables 6.4 and
6.5. Denmark and the United States are the countries with the lowest
life expectancies, but the total expenditures on health as a percentage
of GDP are very different, with the United States spending the most.

Increases in life expectancy in Denmark have been among the
slowest in Europe since 1980, resulting in a relatively poor WHO
ranking of the Danish health care system. In 2004 the life expectancy
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Table 6.3 Health Care Statistics: Somatic Hospital Sector,
1995 to 2004

1995 1998 2001 2004

Health care expenditure—hospitals 5,920 6,448 6,958 7,494
Number of hospitals — 6 ,76 6, 57 6, 52
Discharges 6,970 6,996 1,030 1,089
Bed days 6,014 5,738 5,509 5,111
Number of beds — 19,472 18,218 16,668
Number of discharged patients 6,608 6,606 6, 612 6,630
Number of outpatients 3,428 3,764 4,663 5,704
Average duration of stay (days) 6.2 6, 5.8 5.4 4.7
Bed occupancy rate — 79.5% 82.3% 82.2%

Source: Ministry of the Interior and Health (2006).
Note: Health care expenditures are in millions of euros. Discharges, bed days, num-
ber of discharged patients, and number of outpatients are in thousands. Healthy
newborns are not included.



was 79.9 for women and 75.2 years for men. From table 6.5 it is also
evident that this relatively low ranking is mainly due to a relatively
high adult mortality rate. According to the Ministry of the Interior
and Health, the most important causes of death among Danish men
and women in 1998 were ischemia and vascular disorder of the brain.
The relatively low life expectancy does not seem to be linked to the
infant mortality rate or the under-five mortality rate.

It is doubtful that the relatively low average life expectancy in
Denmark can be directly attributed to the level of health care fund-
ing, although there seems to be a weak correlation between average
life expectancy and the growth rate in health care expenditures (Sø-
gaard 2006).

In the EU as a whole, mortality among both men and women as a
consequence of cancer increased from 1960 to 1994. The increase has
been no greater for Danish men than it has been in other western Eu-
ropean countries, whereas for Danish women there has been a rela-
tively higher increase in mortality due to cancer than in the other Eu-
ropean countries. Unlike women in the rest of the EU, Danish
women with vascular disorders of the brain have not experienced any
improvement in mortality. Mortality as a result of bronchitis, en-
larged lungs, asthma, and cirrhosis (contracted liver disease) in-
creased in Denmark from 1960 to 1998, although it fell in all other
EU countries.

The clear difference between countries in mortality for certain
types of diseases, as well as differences between genders, can to some
extent be attributed to differences in the quality of treatment and the
prioritization practices in each country’s health care system—in
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Table 6.4 Total Expenditure on Health in Six Countries as a
Percentage of Gross Domestic Product, 1975 to 2003 

1975 1985 1995 2000 2001 2002 2003

Denmark 8.7 8.5 8.1 8.3 8.6 8.8 8.9
France 6.4 7.9 9.4 9.2 9.3 10.0 10.4
Germany 8.6 9.0 10.1 10.3 10.4 10.6 10.8
Netherlands 6.9 7.1 8.1 7.9 8.3 8.9 9.1
United Kingdom 5.5 5.9 7.0 7.3 7.5 7.7 7.8
United States of America 7.9 10.1 13.3 13.3 14 14.7 15.2

Source: OECD (2006).



Table 6.5 Basic Health Indicators, 2003

Probability of Dying (per 1,000)

Between Ages Fifteen
Life Expectancy Under Age Five and Sixty (Adult

Infant Mortalityat Birth (Years) (Under-Five Mortality Rate) Mortality Rate)
Rate (Deaths per

Males Females Males Females Males Females 1,000 Live Births)

Denmark 74.9 79.5 5 5 117 72 4.4
France 75.8 82.9 5 4 132 60 3.9
Germany 75.5 81.3 5 5 112 58 4.2
Netherlands 76.2 80.9 6 5 89 63 4.8
United Kingdom 76.2 80.7 6 5 102 63 5.3
United States 74.5 79.9 8 7 137 81 7.0

Source: WHO (2006); OECD (2006). 



lic holidays or other “unsocial hours.” Overtime pay for duties on
weekdays between 5:00 PM and 11:00 PM is 29 percent of the hourly
rate, 32.5 percent for working weekdays between 11:00 PM and 6:00
AM, and 40 percent for working between 8:00 AM Saturdays and 12:00
AM Sundays. Hospital porters have the highest total pension in per-
centage (13.4 percent). One-third of the total pension amount is
paid, according to the agreement, by the employee in order to make
them save money for their retirement. Cleaning staff with only one
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Table 6.6 Wage Levels (Euros per Hour) and Pensions for
Hospital Staff, 2006

Service Cleaning Hospital Nursing 
Assistants Staff Porters Assistants

Basic wage 14.10 13.90 14.10 15.40 
Wage after two years 14.40 
Wage after three years 14.60 14.60
Wage after four years 15.60
Wage after five years 15.10
Wage after seven years 16.10
Wage after ten years 16.30 16.80
Extra pay for work on 
public holidays 50% 50% 50% 50%

Extra pay for overtime 50 50 50 50
Extra pay for duty on
weekdays 5:00 PM to 
11:00 PM 29 29 29 29

Extra pay for duty on 
weekdays 11:00 PM to 
6:00 AM 32.5 32.5 32.5 32.5

Extra pay for duty on 
Saturday 8:00 AM to 
Sunday 12:00 PM 40 40 40 40

Pensionc 12.8 12.8a 13.4 12.6
7.69b

Source: Amtsraadsforeningen and FOA (2005a, 2005b); Amtsraadsforeningen et al. (2005);
FOA (2005a, 2005b, 2005c, 2005d, 2005e).
a Twenty-five years old and four years of employment.
b Twenty-one years old and one year of employment.
c The total pension amount in percentage of the salary. One-third of the pension amount is
payable by the employee. 



Table 6.7 Employment in the Somatic Hospital Sector in Denmark

Full-Time Equivalent Employees

2000 2001 2002 2003 2004 Increase in Employment

Doctors 9,161 9,325 9,584 9,830 10,163 10.9%
Nurses 25,834 26,196 26,549 26,653 27,271 5.6
Other nursing 9,577 9,588 9,902 9,663 9,135 –4.6
Other health care staff 14,296 14,335 14,606 14,678 14,873 4.0
Administration 2,418 2,533 2,658 2,661 2,605 7.7
Other 13,180 12,773 12,487 12,276 11,871 –9.9
Total 74,466 74,750 75,786 75,761 75,918 1.9

Source: National Board of Health (2006).
Note: Nursing assistants are included in “other nursing”; cleaners and hospital service assistants are included in “other.”



of this increase in average age has been higher wages, owing to sen-
iority wages. Therefore, Danish hospital services have become more
expensive because the experience element in wages is not fully re-
flected in higher productivity.

WORKING HOURS

In Denmark the length of the workweek is determined during the
general wage bargaining between trade unions and the Employers’
Federation. The normal hours have gradually been reduced as a con-
sequence of union pressure and the general increase in welfare; the
workweek is now thirty-seven hours, and recently vacation time was
increased from five to six weeks (see chapter 2).

For the target groups in the hospital sector, however, a thirty-
seven-hour week is not the most prevalent form of employment. For
instance, a majority of the nursing assistants are not employed full-
time but slightly less (as mentioned earlier, a thirty-two-hour week is
very common), because, according to most of the case study hospi-
tals, a shorter workweek makes scheduling easier on the wards. This
is different from the findings in the American study, which showed
that about 80 percent of nursing assistants work full-time.

The advantage of using part-time workers, as put forward by the
managers for the target groups, is that more employees are available
to fill absences due to illness and vacation. Moreover, weekend duties
can be split among more workers. The disadvantage, however, is a
discontinuity in work performance.

At most hospitals, the workers can decide whether they want to be
employed full-time or part-time. The contracted number of work
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Table 6.8 Low-Wage Workers in the Hospital Target
Groups, 2003

Low-Wage Low-Wage 
Employment Employment

Occupation Including Students Excluding Students

Nursing assistants 2.53% 2.25%
Cleaning and kitchen hands 12.37 11.72

Source: Statistics Denmark and Center for Corporate Performance (CCP) data.
Note: The percentage is calculated as the number of low-wage workers within each
occupational group divided by the total number of workers within the occupational
group.



hours is often age- and gender-specific: usually men want to work
full-time, whereas young women with children want to work part-
time.

At some hospitals, the target groups work in rather fixed sched-
ules—for example, day-evening or day-night—in order to decrease
the discomfort of shifting duties. At other hospitals, the work sched-
ule is more varied and workers sign up for their preferred duty. This
enables workers to participate in fixed leisure activities. Weekends
are normally equally distributed according to a fixed pattern.

FLEXIBILITY AND JOB MOBILITY

According to table 6.9, mobility between hospitals is fairly low for
the target occupations: only 5 percent changed hospital employer
from 2001 to 2002, and only 7 percent from 2002 to 2003. Table 6.10
shows that 42 percent of those who entered the hospital sector in the
target groups were health and social workers in their previous occu-
pation, and as many as 82 percent of those who took jobs outside the
hospital sector entered some kind of health and social work.

Table 6.11 presents the number of low-wage workers who are
members of an unemployment fund. As the figures indicate, most
workers are full-time insured.

Apart from the unemployment system, Denmark has a fine-
meshed welfare safety net. This probably affects individuals’ job
searches and their sense of security when they change jobs or become
unemployed. The Danish welfare state also affects firms’ decisions
about layoffs and other staff issues. All in all, the Danish labor mar-
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Table 6.9 Number of Workers in Target Groups Changing
Hospital Workplaces, 2001 to 2002 and 2002 to 2003

2001 to 2002 2002 to 2003

Number Percentage Number Percentage

Workers (excluding students) 
who moved from one 
hospital to another 705 5 992 7

Student-workers who moved 
from one hospital to another 68 26 101 34

Source: Statistics Denmark and Center for Corporate Performance (CCP) data.
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Table 6.10 Industries in Which Workers in the Target Groups
Changed Jobs, 2001 to 2002 and 2002 to 2003

Health and 
Social Work Other Total

Number Percentage Number Percentage Number Percentage

Industry that workers 
came from (2001 
to 2002)a 247 42 341 58 588 100

Industry that workers 
went to (2002 
to 2003)a 702 82 149 18 851 100

Source: Statistics Denmark and Center for Corporate Performance (CCP) data.
a Excluding students.

Table 6.11 Unemployment Fund Status for Target Groups, 2003

Workers 
Excluding Students Students

Non- Non-
Low-Wage Low-Wage Low-Wage Low-Wage

Full-time insured 83.3% 91.1% 19.1% 16.7%
Not insured, weekly working 
time more than thirty hours 8.9 4.7 2.1 3.0

Part-time insured 1.5 1.9 n.a. n.a.
Not insured, weekly working 
time between twenty and 
twenty-nine hours 1.4 0.7 n.a. n.a.

Not insured, weekly working 
time between ten and nineteen 
hours 1.6 0.8 27.7 14.1

Not insured, weekly working 
time between zero and nine 
hours 1.8 0.4 44.7 63.2

Unknown 1.5 0.2 6.4 3.0
Total number 732 18,079 94 234

Source: Statistics Denmark and Center for Corporate Performance (CCP) data.



THE EVOLUTION OF THE CALL CENTER
INDUSTRY

Industry experts agree that the frequency of articles mirrors the rapid
expansion in the use of call centers as an organizational model
(Sørensen and El-Salanti 2005). The Danish industry was born at the
beginning of the 1990s, when the basic technology became available.
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Figure 7.1 Growth in the Danish Call Center Industry

Source: Sørensen and El-Salanti (2005).
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tional level of 80 percent. The IT and telecom area has a very low or-
ganization rate of 27 percent, which is related to the large degree of
outsourcing (see figure 7.2). Fifty percent of all Danish call centers
have cooperation boards.

The rather low degree of unionization in this relatively new indus-
try is interesting. Have the employers exploited the situation? Both
the survey and the case studies show that call centers provide wage
and job conditions comparable to more organized industries. One
reason for the comparable wages is the high UI benefits (described in
chapter 2). Other reasons are sector-specific traditions and the char-
acter of the job.

One explanation for the relatively low organization rate might be
that the employees’ need for the protection provided by collective
agreements is lower in the call center sector than in manufacturing or
other service industries. Because of the character of the work (office,
service), employees in call centers are categorized as clerical, salaried
workers. In Denmark, salaried work is regulated by the Salaried
Workers Act, which does not apply to manual workers. Thus, if em-
ployees work more than eight hours a week, they are automatically
covered by the act, which regulates conditions of employment such
as sickness pay, maternity leave, how much notice employees should
have, and protection against unfair firing. Wages, however, are not
regulated by the act. Furthermore, EU regulation requires companies
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Figure 7.2 Percentage of Collective Agreements in Call
Centers, by Sector

Source: Sørensen and El-Salanti (2005).
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benefit of such an agreement for the company is that it is allowed to
use the HK logo when advertising for new employees and to use the
HK job database. In May 2006, one such agreement was signed, and
according to the union representative, several other companies have
expressed interest. Such agreements have become attractive to com-
panies partly because of the negative exposure of the call center in-
dustry in the press and the emerging shortage of labor. But at the time
of the study, collective agreements were the exception, and wages
were determined by each individual company. The same applies for
working conditions except for what is secured through the Salaried
Workers Act and the Working Environment Act.

As described earlier, the competitive situation was very hard from
2000 to 2004. The subcontractors were undercutting each other such
that it was almost impossible to be profitable. Two managers from dif-
ferent subcontractors stated that a common understanding had de-
veloped in the industry that the situation had to change because of
the low profits and the bad industry image due to problems with ser-
vice quality and poor working conditions, which made it hard to re-
cruit people.

MultiService, a relatively large independent subcontractor with
many different contracts, has reacted to the hard competitive pres-
sure by focusing on cost reduction. One element of this strategy has
been to minimize training expenses (by conducting minimal and pri-
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Figure 7.3 Collective Agreements at In-House and
Independent Subcontracting Call Centers

Source: Sørensen and El-Salanti (2005).
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hard to identify call centers that had primarily low-complex tasks. A
large credit card operator was the best candidate. However, it de-
clined to participate. I decided to include one small financial call cen-
ter in the sample to increase variation.2

In the following sections, I describe how and why the general con-
ditions in the Danish call center industry differ from the United
States call center industry, starting with general developments in the
Danish industry and conditions in and similarities between Danish
call centers. Second, because management strategies and union pres-
ence matter in Denmark, I describe places of demarcation, for exam-
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Table 7.1 Size and Distribution of Call Centers

Size (Number
Subsector Name Type Complexity of Employees)

Financial services BigBank In-house Mid 150
NewBank In-house Mid 200
SmallBank In-house Low 20
DataBank In-house Mid 50

Utilities CityPower In-house Mid 100
RuralPower In-house Mid 40
MultiService Subcontractor Low 350
ServiceUnit Subcontractor Low 250

Source: Author’s compilation.
Note: Size is approximate to secure anonymity. The size is a calculated full-time equivalent.

Table 7.2 “Time to Become Competent” and Call
Duration in Relation to Assessed Complexity of
Call Centers

Low-Complex Mid-Complex

Competent Duration Competent Duration
Complexity (Weeks) (Minutes) (Weeks) (Minutes)

Utilities
In-house — — 12–24 3–5
Subcontractor 2–4 1⁄4–3 — —

Financial services
In-house 4–6 1–3 12–24 3–5
Subcontractor — — — —

Source: Author’s compilation.



hard to identify call centers that had primarily low-complex tasks. A
large credit card operator was the best candidate. However, it de-
clined to participate. I decided to include one small financial call cen-
ter in the sample to increase variation.2

In the following sections, I describe how and why the general con-
ditions in the Danish call center industry differ from the United
States call center industry, starting with general developments in the
Danish industry and conditions in and similarities between Danish
call centers. Second, because management strategies and union pres-
ence matter in Denmark, I describe places of demarcation, for exam-

262 Low-Wage Work in Denmark

Table 7.1 Size and Distribution of Call Centers

Size (Number
Subsector Name Type Complexity of Employees)

Financial services BigBank In-house Mid 150
NewBank In-house Mid 200
SmallBank In-house Low 20
DataBank In-house Mid 50

Utilities CityPower In-house Mid 100
RuralPower In-house Mid 40
MultiService Subcontractor Low 350
ServiceUnit Subcontractor Low 250

Source: Author’s compilation.
Note: Size is approximate to secure anonymity. The size is a calculated full-time equivalent.

Table 7.2 “Time to Become Competent” and Call
Duration in Relation to Assessed Complexity of
Call Centers

Low-Complex Mid-Complex

Competent Duration Competent Duration
Complexity (Weeks) (Minutes) (Weeks) (Minutes)

Utilities
In-house — — 12–24 3–5
Subcontractor 2–4 1⁄4–3 — —

Financial services
In-house 4–6 1–3 12–24 3–5
Subcontractor — — — —

Source: Author’s compilation.



ond-highest rate of outbound calls; only call centers in “other sec-
tors” have a higher rate. The majority of the outbound calls are han-
dled by independent call centers (Sørensen and El-Salanti 2005). The
case studies show, however, that several inbound centers have a fair
share of outbound activities. Language barriers make offshoring rare
in Denmark. There are a few examples of call center operations
placed abroad in Ireland or Spain, where Danish employees are hired
to work under local wage and tax conditions.

The survey shows that the call centers in Denmark are consider-
ably smaller than many centers found in the United States. It is cus-
tomary for American banks to establish multiple call centers differ-
entiated by product markets: credit cards, retail banking, mortgages,
insurance, and so on (Batt, Doellgast, and Kwon 2005). This sort of
horizontal market specialization is not used as much in Denmark.
One manager in one of the larger centers in the case study explained
that “we simply do not have the size to do that.” In other words,
country size might be an important factor, simply because functional
differentiation is harder to achieve in a small country. The relatively
small Danish call center size is partly an effect of its small country
size.

Most training is based on on-the-job training and in-house courses
that do not provide any formal qualification. On average, Danish per-
manent call center employees receive twenty-two days of training the
first year they are employed, which is similar to the training offered
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Table 7.3 Inbound and Outbound Activity in In-House and
Subcontractors Call Centers, by Sector

Manufacturing, IT and Distribution, 
Finance Utilities, Etc. Telecom Etc. Other Total

How would you 
describe this 
center?
In-house center 100% 95% 35% 75% 64% 73%
Subcontractor 0 5 65 25 36 27

The majority of your 
activities are?
Inbound 100 86 80 90 68 83
Subcontractor 0 14 20 10 32 17

Source: Global Call Center (GCC) Project (Sørensen and El-Salanti 2005).



shop steward, these employees were often not the best bank advisers
from the branch offices. Internally, the call center got a bad reputa-
tion. According to both the shop steward and management, the prob-
lem has been overcome by branding the center internally and by fo-
cusing on education, training, and individual coaching. The call
center employees now generate more sales than the bank advisers in
the branch offices. The employees interviewed were proud of work-
ing in the telephone bank.

The small retail bank in the sample, SmallBank, reacted to struc-
tural changes in the sector completely differently. SmallBank’s branch
office network was already relatively small, and it partly relied on net-
bank products. The bank’s strategy was to be a low-cost bank, and it
had already established a telephone bank and support function. How-
ever, as a reaction to the excess capacity of bank advisers, SmallBank
decided to personalize the interface to the customer by assigning a
personal branch office bank adviser to each customer. As a conse-
quence, the call center was reduced to half its previous size, and the
tasks of the agents became focused on simple transactions, reception
calls, general emails, and net-bank support. After the change, agents
needed fewer qualifications, and the jobs became relatively monoto-
nous. To extend the jobs and create more time off-phone, manage-
ment has sought to attract administrative tasks to the call center.

NewBank was a newly formed finance merger between a large
mortgage bank and a small retail bank. The call center was estab-
lished to avoid creating an extended branch office network after the
merger. In this case, the union representatives were not as active in
the design of the call center, which might be one reason why the
company chose a traditional, functional segmentation that gave the
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Table 7.4 Extra Pay for Work During Unsocial Hours in the
Finance Sector

Time Addition/Time Off

Weekdays 7:00 AM to 8:00 AM 25%
6:00 AM to 7:00 AM;
6:00 PM to 10:00 PM 45
10:00 PM to 6:00 AM 65

Weekends and holidays 6:00 AM to 10:00 PM 65
10:00 PM to 6:00 AM 75

Source: Finans Forbundet (2005).



Table 7.5 Pay and Job Quality for Employees at the Eight Case Call Centers

Low-Complex Mid-Complex

Subcontractor In-House

Utility Finance Utility Finance

Case Name MultiService ServiceUnit SmallBank CityPower RuralPower NewBank BigBank DataBank

Employees became 
competent (weeks) 1–3 2–4 1–3 12–24 12–24 12–24 12–24 24+

Average tenure (years) 1.5 2.5 1 5 5 2 2.5 10
Annual turnover 50% 35% 50% 13% 5% 13% 20% 15%
Annual number of 
sick days 14 13 10 13 15 12 9 10

Training Low Middle Middle High High High High High
Promotion Low Low Middle Middle Middle High Middle Middle
Work environment Low Middle Middle High High High High High
Team discretion Low Low Low Middle Middle High High Middle
Temporary agents 67% 38% 43% 28% 0% 5% 20% 62%
Wage (permanent) 73% 98% 86% 92% 107% 99% 105% 110%
Wage (temporary) 66% 64% 70% 76% — 67% 73% 112%

Source: Author’s compilation.
Note: Wages are reported relative to the median of the hourly wage distribution among full-time Danish employees. Evaluations are based
on statements from employees and managers and on case study observations.
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Table 7A.1 The Case Study Call Centers

Sizea

Subsector/ Local (Number of
Complexity/ Owner- Collective Coopera- Unemploy- Employees in

Case Name Type ship Agreement tion Board ment Utility Teams)

MultiService Utility/low/ SE No No, 6 to 10% 350 (6)
subcontractor roundtable

CityPower Utility/middle/ DK No Yes 6 to 10% 100
in-house

ServiceUnit Utility/low/ DK No No 6 to 10% 250 (8)
subcontractor

RuralPower Utility/middle/ DK No Yes 6 to 10% 40
in-house

SmallBank Finance/low/ DK Yes Yes 6 to 10% 20
in-house

BigBank Finance/middle/ SE Yes Yes 0 to 2% 150
low/in-house

NewBank Finance/middle/ DK Yes Yes 0 to 2% 200
low/in-house

DataBank Finance/middle/ DK Yes Yes 0 to 2% 50
in-house

NOTES

1. Typically I spent one and a half hours with a manager, one hour with an
employee representative and a supervisor or team leader, two hours
with two to four employees (typically in a focus group), and forty-five
minutes with a human resource representative. I recorded all interviews
and transcribed some of them. I observed and photographed planning
systems and office locations and made some field notes. Finally, most of
the case companies provided additional statistical data. All of the call
centers were very supportive, open, and friendly. Visits were conducted
over the course of two days, and the planning of the activities was well
structured. Subsequently, I systematized the data and produced eight
case reports, which were validated by the contact person in each com-
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Pay/Hour, Pay/Hour,
Main Permanent Temporary

Type of Main Working (Percentage (Percentage Training/ Work
Contract Hours Patterns FT) FT) Promotion Environment

FT (33%) 10:00 AM 37 hrs/ u16.00 u14.50 Low/low Low
PT (67%) to 5:00 PM week (73) (66)
FT (88%) 10:00 AM 37 hrs/ u20.20 u16.70
PT (12%) to 5:00 PM week (92) (76) High/middle High

FT (62%) 10:00 AM 37 hrs/ u21.50 u14.10 Middle/low High
PT (38%) to 5:00 PM week (98) (64)

FT (100%) 10:00 AM 37 hrs/ u23.50 n.a. High/middle High
PT (0%) to 5:00 PM week (107)
FT (57%) 8:00 AM 37 hrs/ 37 hrs/ u15.30 Middle/middle Middle
PT (43%) to 9:00 PM week 37 hrs/(86) (70) High/middle High
FT (80%) 8:00 AM 37 hrs/ u22.70 u16.00 
PT (20%) to 8:00 PM week (105) (73)
FT (51%) 8:00 AM 37 hrs/ u21.60 u14.70 High/middle High
PT (49%) to 9:00 PM week (99) (67)
FT (38%) 11:00 AM 37 hrs/ u24.00 u24.60 High/high High
PT (62%) to 2:00 PM week (110) (112)

Source: Author’s compilation. 
Note: FT: full-time, permanent employment; PT: part-time, temporary employment; SE: Sweden; DK: Den-
mark.
a. Size of the call center is approximate to secure anonymity. The size is a calculated full-time equivalent. The
figure in parentheses is the number of employees working with utility calls.

pany. Employee statements were validated by the involved employees
before they were used.

2. The intention of the case study design was to select case companies of
the same size to keep this factor constant. But because it was not easy
to get access to companies in the utility sectors, selecting call centers of
the same size was not an option. In finance, it was difficult to find a
center with low complexity. Most low-complex financial call centers
were smaller than the cutoff size of twenty-five employees. However,
two of the mid-complex centers turned out to have a substantial num-
ber of students who performed low-complex tasks that were very sim-



ilar to those performed by the full-time employees in the low-complex
center.

3. In this context, a call center is defined as “an organizational unit where
a minimum of five employees as their primary work task provide service
to customers, potential customers, or citizens with the help of inte-
grated telephone and computer technology” (Sørensen and El-Salanti
2005). The call center industry is defined as the totality of in-house cen-
ters and subcontractors.

4. These figures are found in a consultancy report based on a management
survey of 120 call centers.

5. When several people use the same computer workplace, tables and
chairs have to be adjustable.
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