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Evaluation of the Danish Leave Schemes

- summary of a report by
Dines Andersen

Alice Appeldorn .
Hanne Weise

The Social Research Institute

Introduction

This report includes an evaluation of the leave schemes which were
introduced in connection with the labour market reform on 1 Janu-
ary 1994. The schemes have been very popular. For the period up to
April 1996 nearly 148,000 persons have been granted parental lea-
ve, 147,000 persons training'leave and a little more than 16,000
persons sabbatical leave.

The schemes have a number of different objectives, both in rela-
tion to the labour market and in relation to the individual. The
labour market objective is to reduce unemployment by making it
possible for unemployed persons to replace employees who are
temporarily absent on'leave, including in connection with Jjob
rotation schemes. This gives them the opportunity to obtain work
experience and enhances their chances of finding permanent employ-
ment. The training leave scheme aims broadly at improving the
skills and gqualifications of the labour force, and thus increasing
productivity, flexibility and employment. At the individual level,
the aim is to make it possible for persons on the labour market,
including families with small children, to obtain a better gquality
of life.

The evaluation falls into four parts which - in different ways -
illustrate how the schemes are functioning and to what extent the
objectives have been achieved. The first two parts primarily desc-
ribe the experience of, respectively, employees and enterprises
with training and parental leave. The last two parts deal with the
municipal authorities and the parental leave scheme and the broad
economic effects of the schemes.
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The part on individuals illustrate employees use of training and
parental leave and the number of persons taking leave. In the late
spring of 1995, 670 and 807 employees who had returned £from,
respectively, training and parental leave within the first 3
months~of 1995 completed a questionnaire on their wviews on and
experience with these schemes. The reply rate was 67 and 80 per
cent, respectively. The number of persons joining these schemes is.
illustrated by means of régistered data on all persons who have
been on leave during the period 1.1.94-30.41995.

The part on enterpriées examines how the enterprises look upon
their employees’ use of training and parental leave. In May 1995
a survey study was undertaken among enterprises in which one or
several employees had completed training or parental leave during
the first 4 months of 1995. The total number of enterprises with
employees on leave is illustrated by means of register data.

The study further included a part on the muniéipal authorities.
This part describes how the municipal authorities administer the
parental leave scheme (including the municipal subsidy to persons
on parental leave) and the impact of this scheme on the system of
child care facilities. In April 1995 a survey study was undertaken
comprising all municipalities in Denmark. Replies have been recei-
ved from 262 of them.

Finally, the evaluation comprises a macro-economic study of the
impact of the leave schemes on employment and unemployment. This
part has been described in Pedersen (1996). The main results are
described in the end of this chapter.

Training leave

Training leave 1is an offer to employed and unemployed persons
above the age of 25 years who are members of an unemployment in-
surance fund and who qualify for unemployment benefits. In rela-
tion to employed persons it is also a requirement that they have
been employed for 3 years within the last 5 years. The training
leave benefit corresponds to the maximum rate of unemployment
benefits (DKK 11,200 per month for full-time insured members) . The
duration of the leave may be from one week to one year. In rela-
tion to employees it is a condition that the employer agrees to
the leave.



Who take training leave?

Register data concerning the period 1.1.1994-30.4.1995 show that
60 per cent of those taking training leave had previously been
unemployed. About 30 per cent of all members of unemployment in-,
surance funds are affected by unemployment in the course of a
year, and this means that more unemployed persons than other
groups tend to take training leave. Employed persons who take
training leave are virtually all working as employees. Very few
self-employed persons use this scheme.

Women account for two thirds of those joining the scheme. More
than half are under the age of 40 vyears, more than 85 per cent
under the age of 50 years; the training leave scheme is thus used
more by younger persons than by older persons.

Employed persons who take leave have virtually not (86 per cent)
been affected by unemployment during the two calendar years prece-
ding the year of the start of the leave period. Some of the ex-
planation for this is the above-mentioned employment requirement.
On the other hand, a little more than half of the unemplo&ed who
take leave have been unemployed for 10 months or more during the
last two years preceding the leave, but there is also a big group
with a rather short unemployment period. There are thus major
differences among the users of the training leave scheme as re-
gards their previous labour market attachment.

There are also significant variation among different unemployment
insurance funds as regards the take-up rates. The biggest share of
‘those who have taken leave from employment are members of
unemployment insurance funds in the fields of public employees,
social workers, public.servants/tele—services, teachers, kinder-
garten and youth club teachers and nurses. The share is lower
among for instance female workers, office and shop assistants,

semi-skilled workers and metal workers.

Only about 1/5 of the employees who take training leave have no
formal vocational training background. The corresponding share of
the total labour force in employment over the age of 25 years is
nearly 40 per. cent. This means that training leave is used frequ-
ently by employed persons who have already undergone formal voca-
tional education/training than by others. However, persons who
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have completed higher education do not seem to be overrepresented
among employed persons who take leave.

A little more than 60 per cent of the employed persons who take
leave "are employed in the public sector, while public sector
employees constitute only about 1/3 of all employees.

The enterprises’ characterization of employees who take leave. The
enterprises were asked to characterize the employees who had been
on training leave. The replies seem tc indicate that the enterpri-
ses mainly conclude training leave agreements with employees who
are exceptionally competent and motivated, according to the
characterization of the employees. According to the evaluation of
the enterprises it is typically not employees to whom the work
does not matter much or who can easily be dispensed with - on the
contrary, the study seems to indicate that it is a matter of high-
ly appreciated employees whom the enterprises want to maintain at
the workplace.

How long it the duration of the training leave and what kind of
training is chosen? The average duration of training leave for
employed persons is a little more than 4 months, while unemployed
persons take leave for a little more than 7 months. Employees in
‘the private sector tend to have shorter periods of leave than
public sector employees. Furthermore, men typically have shorter
periods of leave than women.

On the whole, there is a trend in the direction of longer leave
periods for those groups who use this scheme most frequently. On
the basis of both criteria, the use of training leave is, for
instance, more extensive among unemployed persons (than employe-
es), among women (than men), among younger persons (than older)
and among employees in the public sector (than employees in the
private sector).

According the registered data, there seems to be no difference as
to the main categories of education/training chosen by unemployed
persons and persons in employment. More than 40 per cent have
chosen education/training in the category "general courses, etc.".
The survey study among employed persons has examined, in greater
detail, the type of education/training for which leave is taken.
Nearly one third take leave to participate in a course in the
field of social and health care. There is also nearly 1/3 who

6
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participate in training programmes at vocational training centres
and vocational education schools. The rest includes primarily
general subjects and courses in the field of higher education,
etc. The guestionnaire survey thus seems to indicate that persons
in employment typically follow courses/training programmes which
target specifically on their job functions. )

What is the motive for taking leave? Nearly half of the persons in
employment who take leave state that the principal objective of
the leave was to improve their qualifications in their present
job. Nearly 30 per cent indicate "personal development" as the
main objective. A somewhat smaller share indicate that the objec-
tive was primarily to strengthen, respectively, their vocational
skills well as their general qualifications. The main objective is
thus frequently stated to be related to a specific job function.

But for many people there is no contradiction between acquiring
qualifications and skills which can be used in their present job
and their personal development. birectly questioned about these
motives more than 70 per cent state that they each played an
important or very important role for their decision to take leave.
The two above-mentioned motives were pointed to as the two most
important of a number of motives listed. Although the qualifica-
tions and skills acquired can frequently be used also at other
workplaces, only 1/6 indicated that the wish to change job had
played a role in connection with their wish to take training
leave. 1/4 indicated as (sﬁpplementary) motive that (leave for)
training was necessary for them in order to continue in their
present jobs.

The initiative to training leave. Half of those who took leave
stated that they had themselves taken the initiative. 1/4 stated
that it was a joint decision with the management, while the rest
mainly did it at the regquest of the management. It was, in parti-
cular, in connection with longer periods of leave that the initia-
tive had come from the employees themselves.

Training leave may be taken by an individual employee in an enter-
prise or by a group of employees together. More than half of the
persons in employment who had taken leave stated that they were on
leave with colleagues from the same workplace and that these col-
leagues participated in the same course. Training leave thus often
takes the form of an organised activity in the workplace. This is
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especially the case in connection with job rotation projects. 12
per cent of the employed persons who had taken leave stated that
their leave was an element of a job rotation project.

Costs and experienced benefits. A little more than half of the
employed persons on leave received their normal wages during the
leave period. Enterprises most frequently pay the full wage when
the leave is taken at their initiative. Only about 1/3 of those
who had themselves taken the initiative to take leave received
their full wage from the employer. A little less than half of all
employed persons on leave stated that they had - as a whole - suf-
fered an economic loss during the period of leave. For this group
the loss of income during the leave period on average amounted to
DKK 21,000 or DKK 3,600 per month. As the gquestion was explicitly
formulated as "the total loss", the figures. mentioned must be
assumed to express the reduced consumption possibilities as a
result of the leave.

The employees who had been on leave were asked to evaluate the
benefits from taking training leave. Generally, the great majority
were satisfied. Only 5 per cent state to be dissatisfied. Nearly
' 90 per cent would take leave again, if they had to make the choice
again. The degree of satisfaction is highest in those cases where
the employee has himself taken the initiative to the leave and
where the decision was taken jointly by the employee and the mana-
gement. But there is also a high degree of satisfaction in those
cases where the initiative came. mainly from the employer. The
study points to the fact that it may in some cases be difficult to
reconcile the wishes of the employee and the employer as regards
the leave period.

The satisfaction depends upbn both the professional and the perso-
nal development which, respectively, 75 and 80 per cent feel that
they have experienced as a result of the leave. 71 per cent state
that they can use their new qualifications at their present work-
place. But nearly the same number of persons state that the new
qualifications can also be used at another workplace. This again
seems to indicate that the training programmes typically are job-
oriented. But they are not typically enterprise-specific.

1/4 stated that the training leave had meant that they had been
given more interesting work functions. A little more than 1/3
found that they had a higher degree of job security and more than
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half of them thought that they had improved their chances of ob-
taining employment in a new enterprise. About 1/4 state that they
expect to obtain higher wages in the future due to their partici-
pation in the course/training. When evaluating these data, it
should be borne in mind that they have been collected a relatively
short time after the expiry of the leave period.

Based upon the participants’ own statements the study thus seems
to indicate rather clearly that the benefits have been positive -
both at the personal level and at the professional level. About
half of them have "paid for" this in the form of reduced consump-
tion possibilities during the leave period, cf. above.

The enterprises and training leave

Training leave is, as a starting point, a scheme oriented towards
individual persons. It is the individual person who has to apply
for leave, but the acceptance of the enterprise is required.

This means that the enterprises may lay down certain reguirements
as a condition for obtaining leave. Only few persons (1/6) of the
persons who had taken leave indicated that it had been a require-
ment on the part of the enterprise that the training should be
specifically targeted on the needs of the enterprise. The explana-
tion may be that many employees will "of their own free will"
choose training progfammes which are also relevant for the enter-
prise. But more enterprises made it a condition for granting
leave, that it would be possible to recruit a qualified substitute
during the leave period.

In many cases the situation is that the training.leave_of the
employees supplements or forms part of the ordinary training
activities of the enterprise. About half of the enterprises stated
that the employees who had been on training leave were especially
employees whom the enterprises found to have a need for further

training. Directly questioned half of the private enterprises and
more than 3/4 of the public enterprises state that the training
leave can be used as an element of the continued training activ-

ities of the enterprises.

Many enterprises seem to be prepared to conclude leave agreements
althodgh it may, in the short perspective, be inconvenient for the
enterprise and although the training programme may not be directly
targeted on the needs which the enterprises give a high priority.

. 9
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In such cases the agreement on training leave may be seen as a
sort of fringe benefit which may contribute to maintaining and
motivating good workers. The majority of the undertakings (70 per
cent) agree to the statement that their employees are better wor-
kers when they return to work after training leave.

Questioned about the most recent leave period 60 per cent of pri-.
vate enterprises and 76 per cent of public employers state that
the leave will, in the longer perspective, benefit the enterprise.
The evaluations are particularly positive 1f the leave forms part
of a job rotation project and when several persons take leave at
the same time. More than 85 per cent of the public enterprises and
70 per cent of the private enterprises state that they are willing
to conclude new agreements on training leave. Most of the remain-
ing enterprises have doubts.

Although the training leave is a scheme which is oriented towards
individual persons, it is at the same time a scheme which does
also to a wide extent meet the needs of the enterprises. However,
this conclusion seems to be more valid for public than for private
enterprisers. The study seems to indicate that training leave may
be one of the instruments used by the enterprises in their conti-
nued training activities and partly used as a personnel policy

instrument to motivate and maintain good workers.

When evaluating these conclusions it should be borne in mind that
they are based on replies given by enterprises which have actually
concluded one or several agreements concerning training leave.

These enterprises form a modest part of all workplaces in Denmark.

Parental leave

Parental leave is a possibility which may be taken>up by parents
with children in the age group 0-8 years. The leave may have a
duration of between 13 and 52 weeks. Employed persons must qualify
for benefits in connection with sickness and maternity. Unemployed
persons must quélify for unemployment benefits or social assistan-
ce. Employees and unemployed persons are entitled to parental
leave for 13 weeks; 26 weeks if the child.is under 1 year old.
Employees may agree on further periods of leave with their employ-
er. Until November 1994 the parental leave benefit was 80 per cent
of the maximum rate of unemployment benefit, and from that date 70
per cent. The municipal authorities may grant a subsidy to persons
taking parental leave of up to a maximum of DKK 35,000 per year.

i0
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Who take parental leave and for how long? As it is a condition for
taking parental leave that you have a child under the age of 9
years, it 1is not surprising that the persons who take parental
leave are younger than persons who take training leave. The par-
ental leave is primarily taken by women (90 per cent) and in near-
ly half of the cases it is taken by women in continuation of their
maternity leave. The few men who take parental most often do so
after the child is 1 year old and typically men take leave for
shorter periods than women. Geherally, parents are more inclined
to take parental leave for young children than for older children
and the leave periods are longer in connection with leave to take
care of young children.

Nearly, 1/4 of all women with children in the age group 0-2 years
have taken up the possibility of taking parental leave.

Unemployed persons seem to be more likely to take parental leave
than employed persons. 44 per cent of the persdns taking parental
leave during the period 1 January 1994 till 30 April 1995 had been
unemployed prior to taking leave.

The average duration of the periods of parental leave started in
the period 1 January 1994 till 30 April 1995 was about 8% months.
On average, the unemployed (and in particular the 1long-term
unemployed) took longer periods of leave than employees, reépect—
ively, about 10 and 7% months. When evaluating these figures it
should be borne in mind that they mainly concern leave periods
before the amendment of the Act by the end of 1994 which meant
that the statutory right to leave was reduced from 26 to 13 weeks
for children in the age group 1-8 years. The leave periods of
employed persons .were thus on average longer than the statutory
period. The survey study of employed persons who had been on par-
ental leave shows that about 3/4 of the leave periods had a longer
duration than 6 months.

Membership of an unemployment insurance fund is not a condition
for obtaining parental leave, but only about 10 per cent of those
taking parental leave were not insured. About 3 per cent of all
members of an unemployment insurance fund took parental leave in
1994. There are véry big differences in theé extent to which mem-
bers of different unemployment insurance funds take parental lea-
ve. It is especially women who are members of unemployment
insurance funds' in the following occupational fields who take

94



parental leave: nurses, KkKindergarten and youth club teachers,
public servants/tele-communication workers and social workers.
More than half of the employed persons taking parental leave are
employed in the public sector. B

Unemployment for the 2 years preceding the parental leave period
shows more or less the same pattern as for those taking training
leave. Nearly half of the unemployed who take parental leave have
been unemployed for more than 10 months during the last 2 years
before the leave. Among the employed persens 4/5 have not been
unemployed during the 2 years preceding the leave. This means
again that a pattern forms of two very different groups of persons
using this scheme.

The enterprises’ characterisation of the persons taking leave.
. About 80 per cent of both public and private enterprises state
that the persons who have had parental leave are employees which
the enterprises want to maintain in their enterprise. More than 70
per cent characterize the employees as competent and motivated. It
seems that the employees who take parental leave are generally
appreciated by the enterprises and that they are generally employ-
ees with a very high degree of job security.

What are the motives for taking parental leave? The employees who
have taken parental leave have been asked to state the role of a
number of motives for their decision to take parental leave. The
motive mentioned most frequently.is the wish to spend more time
with the child. More than 70 per cent stated that "it was better
for the child to stay in the home". This motive 1is frequently
mentioned when the child is under 1 year (nearly 90 per cent),
less frequently when the child is in the age group 6-8 years
(about 40 per cent). A small group (12 per cent) mentioned that
the child had problems of some kind which made it necessary for
the parent to take leave. .

Only few (13 per cent) mentioned that they had no other possibili-
ties for the child to be looked after. This "compulsion" motive
was most frequently stated (20 per cent) in the case of quite
young children (under one year). 15 per cent mentioned that their
decision to take parental leave was also influenced by "the high
price of public child care facilities".



Nearly 1/3 indicated as a contributory motive that they wanted "to
get away from the labour market" for a while. This motive plays a
bigger role, the older the child is. 14 per cent said that they
would like to change jobs and they thought the parental leave
could be used for that purpose. These data thus show that the wish
"to get away" from the labour market plays a role for some of
those taking parental leave. However, there is not necessarily any
contradiction between such motives and the other motives stated.

As a whole, the information given by employed persons who have
taken leave seem to indicate that parental leave is typically
taken for the sake of the child and the family. In most cases it
is not a possibility which is chosen because it is not possible to
find other child care possibilities or because it 1is a cheaper
solution. For a small group of persons the wish to get away from
the work for a while also plays a role.

Costs and experienced benefits. The employed pérsons on leave who
ére covered by the present study are nearly all persons who took
leave when the leave benefit amounted to 80 per cent of the maxi-
mum rate of unemployment benefit.

Only very few (4 per cent) stated that they received their full
normal pay from their employer during the leave period and this
means that nearly all have experienced a direct fall in their
income during the leave period. The net loss of income is, howe-
ver, partly off-set by saved expenditure.on public child-care
facilities and by the municipal supplementary subsidy which 60 per
cent of those on leave had received (especially parents who took
leave to take care of very young children). In this connection it
should be noted that many municipal authorities are today more
restrictive when it comes to granting such subsidies than they
were at the time the study was carried out. Furthermore, the net
ioss of income also depends upon whether other children of the
family have been taken out of public child care facilities.

80 per cent of the employees who had taken leave stated that they
had, as a whole, suffered an economic loss by taking leave. For
those who had suffered a loss, it amounted, on average, to DKK
22,000 or DKK 3,100 per month. As the question was specifically
formulated as "the total loss" the figures express the reduced
consumption possibilities in connection with the leave period. Of
course, the loss will be higher, the higher the income the person
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had before taking leave. Only few (13 per cent) try to compensate
for the loss by overtime work performed by the spouse/cohabitee.
About 1/3 of the persons on leave said expressly that they "had
found it difficult to cope with the economic problems" during the
leave period.

The great majority of the employees on leave have thus to some
extent "paid for" the leave. But in return, they have - in their
own words - derived many profits. The majority express great sat-
isfaction with the leave period and nearly all would take leave
again if they were given a new choice. Nearly all find that their
family life became more relaxed and 87 per cent found that the
child had a better life during the leave period. The benefits in
connection with parental leave thus méinly lie in the family
sphere: T

Not surprisingly, the leave means for many persons (3/4) a changed
division of work in the family; the person. on leave becomes
responsible for a bigger share of the household work. More than 40
per cent stated that the leave period had made it possible for
them to take up activities which they had long wished to engage
in. This was, in particular, the case of parents who took leave to
take care of older children.

In principle, it could be imagined that parental leave could lead
to poorer career prospects, because the employer might see the
leave as a sign of according a lower priority to the work. How-
ever, only 1/10 stated that their career prospects had suffered.
Very few (less than 4 per cent) stated that they had been dis-
missed because they took parental leave. On the other hand, 20 per
cent stated that the leave period had made them appreciate their
work more.

The information given by employed persons who have taken leave
thus seems to clearly indicate that they have been very pleased
with the scheme. Although we have no exact knowledge about it, it
seems probable that the leave period may also have had a more
long-term positive impact on the children.

The enterprises and parental leave. The parental leave scheme is
to a very high degree an employee-oriented scheme and, in prin-
ciple, the right to parental leave is an encroachment on the
employer’s prerogatives of control and management of the work.

1 A
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In spite of this and of the fact that it is a rather new scheme,
it seems to have been accepted by a great number of enterprises.
A significant share of the leave periods (about 3/4 of thosé of
employed persons) are longer than the duration of the statutory
period. This-means that today the parental leave scheme to a wide
extent functions in practice as a scheme based on agreement
between employers and employees.

Only about half of the private enterprises which have had one or
several employees on parental leave agree, more or less, to the
statement that the right to parental leave is a too big encroach-
ment on the employer’s right of control and management. The same
applies to 30 per cent of enterprises in the public sector. Only
19 per cent of private enterprises and 6 per cent of public enter-
prises have decided not to conclude voluntary agreements on paren-
tal leave in the future.

The parental leave of an émployee will ‘often involve costs for the
enterprises in some way or other. The enterprises may try to avoid
such costs by not recruiting persons who are likely to make use of
this scheme. 42 per cent of the enterprises in the private sector
with less than 50 employees thus state that the right to parental
leave means that they will, to some extent, be reluctant to re-
cruit women with young children. The same applies to 21 per cent
of the private enterprises with 50 or more employees, but to less
than 10 per cent of the enterprises in the public sector. It is
thus not possible to refute the argument that a benefit as paren-
tal leave which may involve costs for the enterprises may lead to
a deterioration in employment opportunities in certain sectors on
the labour market for those group who have a right to this bene-
fit.

Several results of the study seem to show that public enterprises
have a more positive attitude to parental leave than private en-
terprises. Furthermore, private enterprises tend to be more often
characterised by a "traditional" sex role orientation. 38 per cent
of the private enterprises state that, as a principle, they find
it more reasonable for women than for men to take parental leave.
The same applies to 12 per cent of the enterprises in the public
sector. However, the replies of the enterprises seem to indicate
that the gender plays a less important role in concrete situations
where an employee wishes to take leave.



An employee who wants to take leave must often discuss this with
his or her immediate superior. Information given by the persons on
leave seems to suggest that male superiors look differently upon
male and female employees’ wish to take leave. They have a more
negative attitude toward male employees. However, female superiors
do not seem to discriminate male and female employees in this
respect.

In principle, one could imagine that an employee-oriented scheme
as the parental leave scheme could.also have positive aspects from
the point of view of the enterprises. If a period of leave leads
to a better quality of life and the employee’s family life is
functioning better this could mean that they would be better
employees for the enterprises. However, only a small share of the
enterprises seem to be of this opinion: about 1/5 of the private
enterprises, but twice as many public enterprises. In spite of
this, a much bigger share of the enterprises are prepared to con-
clude voluntary agreements about parental leavé, also in the fu-
ture, as mentioned above. Parental leave extending beyond the sta-
tutory period may thus be seen as a sort of fringe benefit "given"
‘by the enterprises to employees whom they wish to retain in the
enterprise.

Recruitment of substitutes in connection training and parental

leave.

In which cases is a substitute recruited?

The enterprises may choose to recruit a substitute to replace a
'person who takes leave. It has been examined to what extent such
substitutes have been recruited.

The study shows that a substitute was recruited for the whole or
part of the leave period in 63-73 per cent of the cases. In most
cases the substitute was recruited for the entire leave period.
The longer the leave period, the higher the likelihood of recruit-
ment of a substitute. When this factor is taken into consi-
deration, there seems to be no differences in the replacement
~rates in connection with, respectively, training leave and paren-

tal leave.
Substitutes are more frequently recruited by enterprises in the

public sector than by enterprises in the private sector. It also

turns out that it is most often small enterprises that recruit a

TR



substitute. This is probably because it is easier for big enter-
prises to make staff reallocations than to ‘recruit a substitute.
Substitutes are recruited more often when women take leave than
when men take leave.

What happens if no substitute is recruited? In those cases where
no substitute is recruited, the enterprises and the persons on
leave were asked how the work tasks had been performed during the
leave period. In majority of cases the tasks of the person on
leave had been taken over by colleagues. In some cases (more often
in private than in public enterprises) the leave period was placed
in "low season" periods so that there was not such a big need to
recruit a replacement.

15 per cent of the enterprises state that no substitute was re-
cruited because it was not possible to find a qualified candidate
for the job. It seems to be difficult for some enterprises to find
qualified replacement labour. 1/3 of the personé on training leave
and 1/4 of the persons on parental leave had to accept that they
could not obtain leave until a qualified substitute had been
found.

Who are recruited as substitutes? A little less than 1/3 of the
substitutes had already been recruited as substitutes in other
parts of the enterprise. More than half of the substitutes seemed
to be known by the enterprises in advance, either due to present
or former employment or in other ways. Many of the substitutes, in
particular in the public sector, seem to belong to a more or less

permanent pool of temporary workers who work as substitutes in the
enterprises.

About half of the substitutes had been unemployed before starting
as substitutes, but the study seems to indicate that only a small
share (less than 10 per cent of all substitutes) had been
unemployed for more than 12 months. According to the enterprises
rather few of the substitutes (14 per cent) are recruited through
the public employment service. Furthermore, relatively few (16 per
cent) are recruited with a public wage subsidy.

What happens to the substitutes when the leave is over? In half of
the cases the enterprises find that the substitutes have more or
less the same level of qualifications as the persons on leave. In

the majority of the remaining cases the substitutes had poorer
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qualifications - according to the enterprise. However, this does
not necessarily mean that the substitutes were not sufficiently
qgualified, as the employees who take leave were - according to the
enterprises - among the most competent employees.

The'study also shows that most enterprises would like to continue
to employ the substitutes, if it was possible. However, only
between one third and half of the substitutes continue in the
enterprise after the leave period. In some cases the substitute
continues in another temporary job in the enterprise.

The municipal authorities and the parental leave scheme

The municipal authorities are involved in the parental leave sche-
mes as they are in charge of the administration of child care
facilities in the local community; children whose parents are on
parental leave may temporarily take their children out of the kin-
dergarten or other child care institution, or choose to have a
part-time place during the leave. After the leave period the
children will typically return to a full-time place in the insti-
tution. The municipalities have the possibility of granting
parents on leave a supplementary subsidy to the parental leave
benefit of up to DKK 35,000 per year.

Nearly half of the municipal authorities have waiting lists for
child care institutions. With the parental leave it has become
possible for the municipal authorities to reduce the demand for
municipal child care facilities. .This may, for instance, be done
by means of:

* supplementary subsidies

* half-time places for children in the age group 3-8 years whose
parents are on parental leave

* guarantee of a place on expiry of the leave period

* information to the citizens about the parental leave scheme.

The study shows that the municipal authorities have to a wide
extent used these instruments in connection with the parental
leave scheme. The reason why this may have the effect of reducing
demand is that parents who are offered such "benefits" will presu-
mably be more ready to take parental leave and this will reduce
the total demand for child care facilities in the municipality.
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Many municipalities (nearly 75 per cent) have at some tine or
another used the possibility of granting supplementary subsidies
to parents on parental leave. But this practice has been used less
since the first half of 1994. In April 1995 it was only a little
more than-1/3 of the municipalities which granted this subsidy and
most often at a smaller amount and to a smaller target group,
mainly children in the age group 0-2 vyears. Thus the average
amount of the subsidy in 1995 was at a somewhat lower level than
in 1994. In 1995 it was DKK 23,715 compared with DKK 28,811 in
1994. Only 11 per cent of the municipalities continued to give the
same subsidy as they had done in April 1995.

Municipal authorities with long waiting lists for child care faci-
lities seem to be more inclined than other municipalities to grant
subsidies to parents who take parental leave. There are also re-
gional differences: the longer the distance from the Copenhagen
area, the fewer the municipalities which grant subsidies. Further-
more, it is more often municipalities with a socialist majority in
the municipal council which grant subsidies than municipalities

with a liberal or conservative majority.

There are several reasons which might explain why a growing number
of municipalities choose not to grant these éupplementary subsidi-
es. 2/3 of the municipalities which have in 1995 chosen not to pay
any subsidy or have reduced the amount of the subsidy state that
the main reason is that the costs became too high due to the high
take-up rate in connection with parental leave. For more than half
of the municipalities it was also a contributing factor that it
had turned out that this subsidy was not off-set by savings in the
field of child care institutions. The study seems to indicate that
these savings have probably not been realised because many of the
children whose parents have taken leave have did not have a place
in a public child care facility, because the parents had been on
maternity leave and had thus taken care of the children them-
selves. Further, municipalities with long waiting lists have not
experienced any savings in the field of child care institutions,
but only a reduction of the waiting lists.

Children in the age group 3-8 years whose parents are on parental
leave may use a half-day place during the leave. The number of
half-time places may thus be assumed to have influenced the
parents’ decision to take parental leave in respect of a child in
the age group 2-8 years. Every third municipality indicates that

1 q BEST COPY AVAILABLE



Ll

the parental leave scheme has led to an increased demand for half-
time places for children whose parents have taken leave.

It turns out that every fifth municipality which did not already
have half-time places have introduced such places because of the
parental leave scheme. In addition about 10 per cent of the muni-
cipalities without half-time places are planning to introduce such
places. As a result hereof more than half of all children in the
age group 3-8 years were in the spring of 1995 living in a munici-
pality with half-time places. In three out of four of these muni-
cipalities children whose parents take parental leave may be
transferred from a full-time place to a part-time place in the
same day care institution.

By guaranteeing children whose parents are on leave a place in a
child care institution on expiry of the leave it is possible for
the municipal authorities to encourage a greater number of parents
to take leave and this will reduce the pressufe on public child
care facilities. The study shows than nine out of ten municipali-
ties have a form of guarantee for children who had a place in a
child care institution on the start of the leave period. Guarantee
schemes for children who did not have a place in a child care
institution when the leave started exist in six out of ten munici-
palities. In nearly half of the municipalities all children whose
parents have taken leave are guaranteed a place in a municipal
child care facility on expiry of the leave, irrespective of whet-
her they had a place before the start of the leave or not. Only 8
per cent of the municipalities are without any form of guarantee
scheme for children whose parents are on leave.

It is also possible that the information activities of the munici-
palities in relation to the citizens about the leave schemes may
have contributed to the parents’ decision to take leave. As could
be expected, most of the municipalities (90 per cent) have pro-
vided oral information through the social service units, etc. Half
of the municipalities have given information in local newspapers.
One third of the municipalities have drawn up brochures and other
information material which is available in libraries and other
rlaces. Some municipalities (12 per cent) have chosen to send
brochures with information about the leave schemes to the parents.
A little more than 25 per cent of the municipalities have chosen
a broad approach in their information activities as they have used
three or more of the above-mentioned information methods. Munici-
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palities which also otherwise make use of demand-curbing instru-
ments tend to have a more offensive information policy than other
municipalities.

The study shows that there is a certain connection between the
‘municipalities’ use of demand-curbing instruments and the inclina-
tion to take parental leave. The results thus seem to indicate
that the financial circumstances such as supplementary subsidies
will often be a further incentive in connection with parents’
decision to take leave. The use of the leave scheme per child in
1994 was significantly higher in municipalities which paid a sub-
sidy than in those which did not; the number of persons taking
leave seemed to be influenced also by the amount of the subsidy.

Child care factors in the form of half-time places for the 3-8
year-olds and guarantee schemes on expiry of the leave period also
seem to contribute to the explanation of the number of persons
taking leave. It also turns out that the extent of the demand for
child care facilities before the introduction of the schemes con-
tributes to explaining the inclination to take the leave in the
municipalities. Finally, the number of persons taking leave also
seems to be influenced by a geographical factor.

The results seem to indicate that the parental leave schemes has -
as expected - led to a reduced demand for municipal child care
facilities. Depending on the method of calculation, the need for
municipal child care facilities is according to the study reduced
by one place every time between 3 and 5 parents go on leave. It
further appears that the majority of the municipalities are of the
opinion that the parental leave scheme has had no influence on the
waiting lists.

The explanation for this probably is that there has been an in-
creased demand for child care facilities, so that the scheme has
only meant that the waiting lists have not developed correspon-
dingly. The limited effect of the schemes on the waiting lists is
also due to the fact that the children continue to be listed on

the waiting lists during the leave period.

According to the study the parental leave scheme seems to have
made the current planning work of the unit responsible for place-
ments in child care facilities more difficult. This is due partly
to insufficient communication between parents and the municipal
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authorities, problems with reintegration of children on the expiry

of the leave and lack of knowledge about the return date.

Leave, unemployment and employment

After the introduction of the labour market reform in January 1994
the leave schemes have been used to an extent which makes it ap-
propriate now to evaluate the impact of the schemes on the deve-
lopment in unemployment and employment. Pedersen (1996) presents
an analysis of the immediate effects of the use of the leave sche-
mes, as well as the more long-term effects which include both
direct and indirect effects.

The immediate effect on registered unemployment depends on how the
replacement rate in calculated. If we include all cases in which
the enterprises state that the job of the person on leave has been
taken over by a substitute, the average replacement rate may be
calculated to be about 63. If we exclude substitutes who are al-
ready employed in the enterprise the total average replacement
rate falls to about 55 per cent. If only unemployed substitutes
are calculated, the replacement rate falls to about 33 per cent.

On the varYing assumptions outlined above about the replacement
rate, the immediate effect on registered unemployment may be cal-
culated as a fall of between about 33,000 and 40,000 full-time
persons in 1994 and between about 60,000 and 70,000 in 1995.
Between 2/3 and 3/4 of this fall in unemployment is attributable
to the fact that unemployed persons are reclassified as persons on
leave. The leave schemes thus-created between 8,400 and 15,700 job
openings in 1994 and between 13,600 and 24,000 job openings in
1995. Due to the fact that substitutes are not recruited to fill
all the vacancies arising in connection with the leave schemes,
there is an immediate fall in employment of between about 5,000
and 12,800 in 1994 and between about 7,000 and 17,800 in 1995.

While the leave schemes lead to a significant immediate fall in
registered unemployment, it is more difficult to calculate the

long-term effects on unemployment and employment.

As regards the supply of labour the use of the leave schemes leads

to a direct reduction of the labour force as persons on leave are
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not available for work. If the leave schemes do not lead to an
improvement in the structural problems on the labour market, this
will in the long run lead to a fall in employment of the same
dimensions as the fall in the supply of labour, so that the level
of unemployment will in the long perspective be unaffected by the
leave schemes. '

The leave schemes will also influence the demand for labour as the
costs of the enterprises for'recruitment and training activities
will be higher. It is not possible on the basis on the empirical
data available to estimate the extent of recruitment and training
éosts, but an increase in costs will mean a fall in the demand for
labour and thus in employment.

The impact of the leave schemes on the level of unemployment in
the longer perspective will depend upon the impact on the struc-
tural problems on the labour market. The schemes have negative as
well as positive structural effects. One of the positive effects
is the job rotation effect which is a common feature of all the
schemes and the up-grading of skills effect in connection with
training leave. '

The empirical analyses show that the job rotation effect is rather
limited as only few job openings are filled with persons with a
long preceding unemployment period. Only the sabbatical leave
scheme - under which replacement with a long-time unemployed per-
son is a statutory reguirement - has a rather significant job
rotation effect.

It is, therefore, important that the training courses taken in
connection with training leave give the participants job-specific
qualifications which will increase in the productivity of the
labour force and the supply of labour in the relevant parts of the
labour market. The study does not show directly whether this 1is
actually the case, but a big share of the enterprises state that
the training leave gives the employees relevant qualifications.

The negative impact of the leave schemes on the structural pro-
blems on the labour market is related to the so-called mismatch
problems. The study shows that in the group of employed persons it
is mainly core workers with no or only a short preceding unemploy-
ment period behind them who use the leave schemes. The majority of
the substitutes who replace the persons on leave have no or only
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short preceding periods of unemployment. Furthermore, the schemes
are, in particular, used by members of unemployment insurance
funds with a low level of unemployment. On this basis, the possi-
bility cannot be excluded that the leave schemes aggravate the
mismatch problems on the labour market.

If the three types of leave schemes are considered separately, the
training leave scheme may contribute to a reduction in unemploy-
ment if the effect of up-grading of skills is sufficiently strong.
The sabbatical leave scheme may also contribute to reducing the
level of unemployment if the job rotation effect is sufficiently
strong. However, the parental leave scheme clearly reduces employ-
ment and may in the longer perspective lead to an increase in
unemployment through a higher rate of wage increases. In addition,
this scheme could also lead to marginalisation of certain groups
of unemployed persons. The parental leave scheme should therefore
be seen mainly as a welfare promoting benefit. A benefit which
gives more leisure time paid by means of a lower income. As such.
it will of course be iﬁportant to examine whether this type of

welfare measure gives the optimum return in relation to the costs.

A calculation of the short-term and long-term macro-economic ef-
fects by means of the macro-economic model ADAM shows that an
increase in the number of persons on leave of 10,000 persons will
lead to a significant fall in unemployment during the initial
period following the measure..During the first year, unemployment
will fall by between 9,600 and 8,000 persons and 10 years after
the fall is between 8,800 and 9,3000. It is only after 10 years
that the effect on unemployment diminishes and in the 15th year it
will be between 6,500 and 6,200 unemployed persons.

The effecté in the ADAM—caléulation are bigger and, in particular,
of a more long-term nature than those which the Economic Council
presented as the result of a similar calculation based on the
SMEC-model. Both models show that the effect on employment of an
increase in the number of persons take leave goes in the direction
of zero in the long perspective. But it is still an open guestion
how long time it takes before the effect on unemployment has
completely disappeared.
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