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INTRODUCTION: WHY
UNDERSTANDING
GERMAN LABOR LAWS
MATTERS

Denmark is known for its flexicurity model, a unique system that
combines employer flexibility with strong employee protections. While
this provides businesses with room to adjust their workforce, it also
means strict employment laws that companies must follow to avoid
penalties.

® 70% of employees are covered by Collective Bargaining Agreements
(cBAs) - Employers must understand industry-specific labor rules.

@ High employer costs for payroll contributions — Social security,
holiday allowance, and pension funds add to labor expenses

@ Strict dismissal laws — Employees have strong protections against
wrongful termination.

@ Work-life balance regulations — Employers must comply with
Denmark’s 37-hour workweek and parental leave entitlements.

Failure to comply with Danish labor laws can result in financial
penalties, legal disputes, and reputational damage.
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UNDERSTANDING
DENMARK'S FLEXICURITY
MODEL

Denmark’s Flexicurity Model is built on three pillars:

1.Flexible Hiring & Firing — Employers can adjust their workforce
relatively easily.

2.Strong Social Security for Employees — The government provides
unemployment benefits and worker protections.

3.Active Labor Market Policies — Employees receive continuous
training and upskilling opportunities.

How This Impacts Employers
@ Easier recruitment & layoffs compared to other EU countries
@ Higher employer social contributions to fund the flexicurity system

@ Strict procedural requirements for termination to prevent wrongful
dismissal claims.

Best Practice: Employers should consult with Danish labor law
specialists before making large-scale workforce changes to ensure
compliance.
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NAVIGATING COLLECTIVE
AGREEMENTS (CBAS) AND
THEIR IMPACT ON
EMPLOYMENT

In Denmark, Collective Bargaining Agreements (CBAs) cover 70%+ of
the workforce, dictating industry-specific labor rules.

#® How CBAs Impact Employers:

@ Wage levels & salary increases — Many CBAs set minimum
wages beyond the statutory requirements.

@ Additional leave entitlements — Some CBAs extend parental
leave beyond national laws.

@ Working hour flexibility — CBAs define overtime pay and shift
work rules.

@ Termination procedures — Many CBAs require extra notice
periods and severance payments.

Best Practice: Employers must check if their industry is covered
by a CBA and adjust HR policies accordingly.
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PAYROLL & TAX
CHALLENGES: EMPLOYER
COSTS AND CONTRIBUTIONS

Denmark does not have a statutory minimum wage, but labor costs are
high due to mandatory employer contributions.

# Employer Payroll Costs in Denmark (2025)

Contribution Type Employer Rate (%) Employee Rate (%)

Holiday Pay (Feriepenge) 12.5% 0%
) o 8-15% (varies by o
Pension Contributions CBA) 4-6%

ATP (Labor Market

_ ~2.7% ~1%

Supplementary Pension)
Social Security Contributions ~1% 0%
Work Injury Insurance Varies 0%

# Total employer costs can range from 15% to 25% of gross salary

Best Practice: Employers should automate payroll systems to
handle holiday pay, pension deductions, and social security
contributions accurately
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WORKING HOURS & LEAVE
LAWS: WHAT EMPLOYERS
MUST KNOW

7! Denmark’s working time regulations prioritize work-life balance.

® Key Working Hour Regulations

@ standard workweek: 37 hours (often defined by CBAs).
@ Maximum weekly hours: 48 (including overtime).

@ Rest period requirement: Employees must have 11 consecutive
hours of rest per day.

@ Overtime Pay: Defined by CBAs — usually 1.5x or 2x the normal
rate.

@ Leave Entitlements in Denmark

Leave Type Employer Entitlement

Annual Leave 5 weeks (paid by employer)
Parental Leave 52 weeks (shared between parents)
Sick Leave Up to 30 days (paid by employer)

Public Holidays 10-12 days (varies by region)

Best Practice: Employers should track working hours and leave
requests carefully to stay compliant with Danish labor laws.
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TERMINATION RULES &
SEVERANCE PAY: AVOIDING
LEGAL PITFALLS

7! Denmark has flexible termination laws, but employers must follow
strict procedures to avoid wrongful dismissal claims

@ Notice Periods for Termination

Employee Tenure Notice Period (Employer-Initiated)
0-6 months 1 month
6 months - 3 years 3 months
3-6 years 4 months
6-9 years 5 months
9+ years 6 months

@ Grounds for Lawful Dismissal

© Performance-based termination — Employees must receive
warnings before dismissal.

@ Redundancy dismissals — Employers must provide severance
pay for employees with 12+ years of service.

@ Misconduct-related dismissals — Requires documented proof of
serious offenses.

Best Practice: Employers should document all performance
issues and termination decisions to reduce legal risks.
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CONCLUSION & NEXT STEPS
FOR HR COMPLIANCE IN
DENMARK

# Denmark’s labor laws favor employees, but the flexicurity
system allows businesses to adapt quickly.

% Next Steps for Employers:

@ Understand how CBAs impact employment contracts in your industry.
@ Ensure payroll compliance with pension & social security contributions.
@ Monitor working hours and leave allowances to avoid disputes.

@ Follow correct termination procedures to prevent legal claims.

Need HR support in Denmark?

euro-hr-solutions.com
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