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The Study

The main objective of this paper is to provide relevant information about existing active
labour market policies for the disabled people in Denmark. The paper presents an over-
view of active labour market schemes in Denmark. The description suggests that the
policy emphasises active labour market measures, job search and voluntary participation
of employers through wage subsidies. Legislative policies in the shape of anti-discri-
mination legislation or legislation imposing obligations on employers are non-existing
in Denmark. During the 1990s there has been many minor changes in the Danish labour
market policy towards disabled people but no vital reforms. Incentives to strengthen
(re-)integration of disabled people at the labour market and increasing responsibilities of
non-public actors (e.g. employers) are some of the main characteristics of the Danish
employment policy. Available evaluative studies on active labour market policy in
Denmark, is set out in the final section of this paper. In genera these studies suggest
that active labour market policies facilitate the employment of disabled people but that
some of the policies also have negative side effects such as stigmatisation and dead
weight losses.

Senior Researcher Jan Hagelund and Research Associate Jane Greve Pedersen have
written the paper that is part of the research programme “ The Open Labour Market” .
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The paper is arevised version of a country profile made for the project ” Active labour
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1. Introduction

This paper is the successor of the working paper “The Employment Situation of Dis-
abled People in Denmark” (Hegelund & Pedersen; 2001). In that paper we found that
approximately 17,5 percent of the Danish population has different kinds of disabilities.
Approximately 9 percent are slightly disabled and 7 percent are severely disabled. Fur-
thermore, we found that the employment of disabled people in Denmark is much lower
than the employment of non-disabled people (approximately 50 percent). In part this
reflects demographic differences between disabled and non-disabled people. Disabled
people are relatively often old, woman and low educated people. Still it is found that
even minor disabilities lead to a significant reduction in the employment rate. More-
over, approximately one third of the severely disabled people report that they would like
to become employed. This number increases with reduced working hours, extended
possibilities for having arest at the job, and better possibilities for extended periods of
sick leave (Bengtsson; 1997).

In other words, disabled people seem to be a potential and unexploited labour market
resource. Raising the employment rate of disabled persons may both increase their inte-
gration into society thus raising their welfare and aleviate the negative consequences of
the labour shortage, which is becoming more widespread across most European coun-
tries. One way to increase the employment of disabled people is to emphasis active la-
bour market policies such as education and vocationa rehabilitation and to introduce
more flexible working conditions for disabled people.

This paper sheds light on three research questions:. First, which active labour market
policies are carried out in Denmark and what is the scope of the active labour market
policies, in terms of expenditures and participants? Second, how has the active labour
market policy towards disabled people developed in the 1990s? Third, what is known
about the impact active labour market policies for people with disabilities in Denmark?
Does active labour market policies facilitate the employment of disabled people and
what, if any, are the side effects?

In section 2 we give an overview of active labour market policies towards disabled peo-
plein Denmark. Section 3 describes the policy developments during the 1990s while
section 4 focuses on the impact and experiences with active labour market policiesin
Denmark. The main conclusions are summarized in section 5.



2. Overview of policiesfor the disabled

The Danish employment policy towards disabled people is based on benefit schemes
that are linked to the public employment service and active labour market measures on
the one hand and other policies such as legidative policies that affect the employment of
disabled people on the other hand. Benefit schemes, public employment service and
active labour market measures are organised in two “pillars’. The first pillar, “the la-
bour market pillar”, aims at employment of insured unemployed persons. The system
comprises unemployment benefits and active labour market measures. The second pillar
may be labelled “the social pillar”. It aims both at alleviating and compensating persons
in socia need, e.g. uninsured unemployed persons and sick- listed persons, and at |abour
market (re-) integration of the persons covered by the schemes.

2.1. Thelabour market pillar: Unemployment insurance, public employment ser-
vice and active labour market measures

The unemployment insurance scheme covers employed persons above 18 years of age.
Membership is optional. The scheme does not cover work-disabled persons, i.e. entitle-
ment is among other things conditiona on full work capacity (some main elements of pro-
gramme s briefly described in order to provide a more complete picture of the Danish
policy). The maximum unemployment benefit period is 4 yearsincluding activation. This
period is divided into a so-cdled "unemployment benefit period” (1 year) and an "active
period” (3 years). Clamants are obliged to accept activation offers, and, they have the right
and duty to participate in activation measures in 75 percent of the timein the “active pe-
riod”. The unemployment insurance funds are responsible for the administration of the
eligibility and entitlement criteria and for the payment of benefits and collection of
member payments.

Regional Labour Market Councils with representatives from unions, the employers
federations, the municipalities and the county have an overall responsibility for the de-
sign and implementation of the active labour market policy according to the national
legidation.

The public employment service isin charge of the daily administration of the active
labour market measures for insured unemployed persons. In addition to services related
to guidance and information active measures are provided in terms of various types of
wage subsidised job training, education and training. In addition to measures for insured
unemployed persons, the public employment service has since 1998 been responsible
for the administration of three schemes for disabled persons:. the Icebreaker scheme,



Personal assistance and Specia equipment scheme.

| cebreaker scheme

The so-called Icebreaker scheme covers newly educated persons that because of disabil-
ity (handicap) have difficulties in getting ordinary employment. The scheme covers per-
sons who recently have completed an education that entitles them to membership in an
unemployment insurance fund and who have no experience in the work that the educa-
tion qualifiesto. Eligible persons can get a wage support of 50 percent of the gross
wage and maximum DKK 11,000 (EURO 1,474) a month for 6 months, in special cases
9 months. Only few persons (25) participated in the Icebreaker Scheme in 2000 (see

appendix).

Personal assistance

The Personal assistance scheme covers disabled employees (in both ordinary jobs and
wage subsidised jobs), self-employed and persons in adult education who need special
assistance for doing the job. The scheme also covers unemployed in need of assistance
in making job applications. Normally personal assistance is awarded for up to 20 hours
aweek, but in special cases— very serious disabilities or more than one disability — it
can be on full time. In 2000, 1.853 persons received persona assistance. The expendi-
tures per person were app. DKK 38.000 (EURO 5.131) (see appendix).

Soecial equipment

The public employment service may provide support to persons with reduced work ca-
pacity for special tools or modification of tools and working machines, aids and acces-
sibility to the working place. Only 193 persons received workplace adaptations in year
2000 (see appendix). The municipalities administer a ssmilar scheme for uninsured per-
sons.

Finally, it should be noted that some of the Employment Offices have disability con-
sultants that provide job counselling and information about the possibilities of getting
support from the available schemes.

2.2. Thesocial pillar: Social assistance, public employment service and vocational
rehabilitation

“The socid pillar” in the Danish employment policy covers working age persons receiv-
ing atemporary or permanently social benefit, e.g. social assistance, sickness benefit,
vocational rehabilitation benefit, or disability benefit. The socia pillar comprises public
employment service and a number of active labour market measures. The benefit



schemes are (as in the labour market pillar) to a large extend guided by a “right and duty
principle” with benefit receipt being conditional upon participation in active measures.

The municipalities administer the schemes and they are by and large publicly financed
(by the state and/or the municipalities). The municipalities’ active labour market policy
isinformed by an advisory body, the Local Coordination Committees for Preventive
Labour Market Measures. From 1999, al municipalities have been instructed to estab-
lish coordination committees that are advisory to the municipal councils. The commit-
tees are thought to further local employment activities that can prevent exclusion, in-
crease work retention of persons who are in risk of loosing their job, and integrate non
working persons that have difficulties in returning to the labour market. The coordina-
tion committees consist of representatives from the socia partners, the medical doctors
organisation, the council of organisations of disabled people and other relevant actors.
The local coordination committees depose over DKK 145 mill (EURO 19,3 mill).
Along with the creation of the local coordination committees a Central Coordination
Committee has been founded at the national level with the prime task of supervising and
supporting the coordination committees.

Public employment service and active measure for social assistance beneficiaries
Persons living in Denmark are covered by the socia assistance scheme. Eligibility to
lasting benefit receipt (more than one year) is with certain exceptions conditional upon
Danish or EU citizenship. The schemeisa“last resort” in the sense that persons are
entitled only if the need for support is not covered by other sources. Furthermore, enti-
tlement presupposes that the claimant has experienced significantly changes such as
unemployment, illness or divorce, which make it impossible for the claimant to be self-
supporting or to support his or her family. Benefits are means tested both on own and
spouse income and assets and they are publicly financed. There is no maximum duration
for how long the benefit can be received.

The law distinguish between beneficiaries with unemployment as the only reason for
benefit receipt and beneficiaries that in addition to unemployment suffer from other
problems such as health problems.

Beneficiaries are obliged to accept “reasonable “ activation offers. Beneficiaries under
30 years must receive an activation offer within 13 weeks of continuously benefit re-
ceipt and those aged 30 years or more must receive an activation offer within 12
months. For beneficiaries under 30 years, the activation offer should last at least 18
months (for beneficiaries with unemployment as the only reason for benefit receipt the
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offer may in some cases last 6 months). For persons above 30 years the length of the
offer may vary.

The activation instruments, which the municipalities may use to facilitate labour market
(re-) integration of uninsured unemployed persons, may comprise one or more of the
following measures:

- Guidance and introduction programme

- Jobtraining

- Individual job training

- Participation in voluntary and unpaid activities

- Adult vocational training or continued training

- Jobrotation

- Specid tailor-made training activities (education in day high schools and production
schools, primary school education at 8th, Sth or 10th grade, higher preparatory ex-
amination courses, etc.)

- Other special tailor-made activation activities (offers which do not fall under other
categories, such as improving a person’s quality of life)

(The Danish Ministry of Labour; 2001)

For social assistance beneficiaries that are registered at the public employment service
as unemployed and available for employment the contents of some of the measures are
identical to measures for insured unemployed persons, e.g. job training.

Vocational rehabilitation

The municipality administers the vocationa rehabilitation scheme, which covers al
citizens (living in Denmark). It provides cash benefits and in-kind services that aim at
work retentions and labour market (re-) integration of persons with reduced work capac-
ity. Eligibility is depending on need, i.e. the municipality must assess that the claimant
has reduced work capacity, and that vocational rehabilitation will increase the chance of
work retention/reintegration and thereby increasing the claimant’s ability to support him
or her selves (and the claimants family).

In practice there are two (interrelated) vocationa rehabilitation schemes, a pre-vocational
rehabilitation scheme and a vocational rehabilitation scheme. Pre-vocationa rehabilitation
may be established when vocationa rehabilitation is assessed to be necessary but
(temporary) infeasible, for instance because the rehabilitee lacks educationa or personal
abilities or because it is temporary impossible to established a vocationa outcome. There

1



is no legal maximum duration for pre-vocational rehabilitation. Pre-vocationd rehabili-
tation may consist of an examination of the work capacity, vocational maturing activities,
courses and education. During pre-vocationa rehabilitation the rehabilitee is entitled to the
hitherto support, e.g. sickness benefit or socia assistance.

Vocationa rehabilitation is aimed at employment on the ordinary labour market or in
specia employment (e.g. flex-jobs, cf. below) and it may consist of an examination of the
work capacity, courses, education in the ordinary educational system, and job training with
awage subsidy. The municipality may aso provide aloan without interest rate for persons
who want to start as self-employed. In generd, the maximum period for vocationa rehabi-
litation is five years. Vocationa rehabilitation must take place according to a vocational
rehabilitation plan stating the vocationa rehabilitation activities, the estimated duration,
and the expected vocationa outcome, e.g. a certain type of employment. During vocational
rehabilitation the beneficiary receives avocationa rehabilitation benefit (equal to the max-
imum unemployment benefit) or, in case of wage-subsidised job training, the minimum
wage according to the relevant collective agreement. The vocationa rehabilitation benefit
is aflat rate benefit (non means tested) equal to the maximum unemployment insurance-
benefit.

As many as 25.606 persons participated in vocational rehabilitation in 1998 and another
3.235 persons participated in pre-vocational rehabilitation (see appendix). The total
number of participants in pre-vocational rehabilitation is considerably underestimated
because sickness beneficiaries participating in pre-vocational rehabilitation are not reg-
istered. Furthermore, compared to other EU countries Denmark has the absolute highest
amount of expenditures on vocational rehabilitation (DKK 3.293 mill. or EURO 442,66
mill. in 1998) (European Commission; 2002).

Flex-job scheme

The municipality is obliged to provide flex-jobs to persons with permanently reduced
work capacity, i.e. the possibility for improvement of the work capacity through partici-
pation in vocational rehabilitation should be exhausted and employment on normal con
ditions should be impossible. The scheme entails a wage subsidy of 1/3, %, or 2/3 of the
current minimum wage as stipulated in the relevant collective agreement. Working con-
ditions must take account of the employees (reduced) work ability meaning that work-
ing hours may be reduced and job tasks less demanding etc. The subsidy corresponds to
the degree to which the work capacity is reduced, e.g. if the work capacity is assessed to
be reduced with 1/3 the employer receives awage subsidy of 1/3 of the current mini-
mum wage. Wage subsidies in flex-jobs are permanent, but the employee may (in prin-



ciple) return to ordinary employment if the work ability improves. The state finances 65
percent of the expenditures to flex-jobs and the municipality 35 percent (prior to 2002
flex-jobs were 100 percent state financed). As the municipality has to finance 65 percent
of disability benefits (and the state 35 percent) there is a strong incentive for municipali-
ties to establish flex-jobs instead of awarding disability benefits. In 1999 there were
5.811 participants in the flex job scheme and the total expenditure amounts to DKK
573,8 mill (EURO 77,39) (see appendix).

Saane-job scheme

The Skaane-job scheme, which is also administered by the municipalities, is aimed at
employment of disability beneficiaries meaning that the work capacity is permanently
reduced with at least 50 percent. The wage subsidy cannot exceed 1/6 of the current
minimum hourly wage according to the relevant collective agreement. Wage and work-
ing conditions are negotiated between the employee, the employer and the relevant trade
union. Skaane-jobs are permanent. In 1999, 5.475 persons participated in a skaane-job
and the corresponding expenditures were DKK 172,6 mill. (EURO 23,21 mill.) (see

appendix).

Employment benefit for disabled personsin employment

Employed persons who are entitled to a (medium) disability benefit but do not receive
the benefit, because they are employed, are entitled to a so-called disablement benefit.
6.377 persons received disablement benefit the 1% of January 1999. The expenditures in
1999 were app. DKK 132,3 mill. (EURO 17,78 mill.) (see appendix).

Sheltered employment scheme

Sheltered employment is aimed at persons with significantly reduced functional abilities
who are unable to obtain or retain employment at the ordinary labour market and who
cannot become employed through the use of other social schemes. As such the scheme
can be characterised as the “last resort” of employment possibilities for disabled per-
sons. Or put differently, persons covered by this scheme are in general supposed to be
more disabled than participants in the Skaane- and flex-job scheme, cf. above. The ex-
penditure on sheltered employment is high (DKK 856,0 mill. or EURO 115,05 mill.)
though there were only 2.218 persons in sheltered employment in 2000. The high
amount of expenditure per person is due to the severity of the disabilities.

Soecial equipment

The municipality may provide support to persons with reduced work capacity for spe-
cial tools or modification of tools and working machines, aids and accessibility to the
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working place. On average 117 persons received support to special equipment from one
of the 275 municipalities in 1998.

2.3. Other policiesthat affect the employment of disabled people

In addition to the various benefit schemes, services provided by the public employment
service, and the active labour market measures, legidative policies such as anti-
discrimination laws, equal treatment laws, quota schemes, and protection against dis-
missal of disabled persons, might together with information and persuasion campaigns
also affect the employment of disabled people (for atypology of policy instruments see
Vedung, 1997).

Quota schemes

There is no quota legidation in Denmark. According to Bengtsson (2000) this is proba-
bly caused by an (Scandinavian) ideal of “normalisation” meaning that society should
be adapted in order to alow disabled people to (as far as possibly) fully participate in
important societal activities. Following thisideal, employers may consider quota legis-
lation to express the view that disabled people is a specia group.

Anti-discrimination legislation and equal opportunities

Denmark has no anti-discrimination legislation even though such legislation has been
considered. Following the Americans with Disabilities Act, anti-discrimination legisla-
tions were debated in Europe and in Denmark. Neither the Danish disability organisa-
tions represented by the Danish Council of Organisations of People with Disabilities
(DCOPD) nor the political parties favoured this type of legidation. Instead, a principle
of equal treatment was sanctioned by a parliament decision in 1993 stating, that people
with and without disabilities should be treated equal in public and private companies
(Bengtsson, 2000). Following the parliament decision, it became the responsibility of all
sectors of society to ensure that services provided are accessible to disabled persons
(Ibid.: 371-72).

In order to promote an equal treatment of disabled and non-disabled, the Equal Oppor-
tunities Centre for Disabled Persons was established by law in 1993. The centre seeks
through documentation and information to encourage all sectors of society to live up to
their responsibility of treating disabled persons equal to non-disabled persons.

The “Preference Circular” is another legidation related to the treatment of disabled per-

sons. According to the legidlation disabled persons applying for ajob in the public sec-
tor are entitled to an interview. Also, in case the employer does not employ the disabled
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applicant, the employer must submit awritten report to the public employment service
that explains why the disabled jobseekers did not get the job. Apparently, the stipula-
tions have only had very little impact (Bengtsson, 2000: 367).

Job protection

The protection against dismissal of disabled employeesislax. Many groups of workers
can be dismissed after a rather short period of sick leave, i.e. four months The white-
collar act (funtionaaloven) stipulates that employers are allowed to dismiss an employee
with a one-month notice when the employee has had 120 days of sick leave within a
year (through collective agreements this 120 days rule has been suspended in the public
sector). Many blue-collar workers are covered by collective agreements that allow dis-
missal when the employee has been continuously sick-listed for four months (Hagelund,
1999).

Light-duty job according to collective agreements

In the mid’ 90s so-called social chapters became included in alarge number of collec-
tive agreements. These social chapters made it possible for employers and unions lo-
cally to agree on employment on special terms that deviates from ordinary conditions
(with respect to e.g. wage and working time). Such types of employment are for persons
whose capacity for work for some reason is reduced (e.g. health problems or old age).
No current statistics on this type of employment exist but it has been estimated that in
1998 about 3.600 persons were employed according to the social chapters (Larsen &
Weise 1999). In principle employment according to social chapters may take placein
flex-jobs, i.e. with awage subsidy. Presumably, however, in practice employment ac-
cording to the social chaptersis predominantly without public subsidies (Rosdahl,
2001).

Campaign policies

The Campaign “Our Common Concern —employers socia responsibility” was
launched in January 1994. The main ideais that not only the public sector but also ac-
tors as voluntary organisations, unions, and especially employers have a social respon
sibility for persons having difficulties in getting or retaining employment. The campaign
seeks to alter the socia attitude of employers and thereby increase the social resporsi-
bility taken by employers.

The campaign may together with the Local Coordination Committees for Preventive

Labour Market Measures, the Central Coordination Committee (cf. above) and wage
subsidy schemes be seen as a policy that aims at labour market (re-) integration of work
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disabled through voluntary participation of employers. But the responsibility for labour
market (re-) integration remains to a large extends to be a matter for public authorities
(see Hagelund, 2002).

2.4. Conclusion

The description of the Danish employment policy towards disabled people suggests that
emphasis is put more on active labour market measures, job search (through the public
employment service), and voluntary participation of employers through wage subsidies
than legidative policies, either in the shape of anti-discrimination legislation or legisla-
tion imposing obligations on employers.

3. Policy developments

During the 1990s the Danish employment policy towards disabled people has increas-
ingly emphasised labour market integration. This development has happened without
major changes in the institution set-up. The policy remains to rest on publicly financed,
universal schemes that are administered by local authorities (municipalities). Thus, no
major changes in funding, level of administration, and the actors involved in the imple-
mentation of the policies have occurred. Rather than one or two major reforms, the de-
velopment can be said to comprise several minor changes that taken together make a
difference. We shall briefly mention some of them.

3.1. Major trendsin the disability policy in the 1990's: towar ds a mor e active pol-
icy

The stipulations concerning state reimbursement are some of the instruments, which
have been used to increase labour market integration of (partly) work-disabled person.
All socia benefits that are administered by municipalities are to varying degrees re-
funded by the state. During the 1990's these rates have been changed whereby the mu-
nicipalities financia incentives to establish vocational rehabilitation and wage subsi-
dised employment has increased, while their incentives to award disability benefits have
been lowered. Before 1992, 100 percent of the municipalities disability benefit expen
ditures, 75 percent of their sickness benefit expenditures, and 50 percent of their voca-
tional rehabilitation benefit expenditures were refunded by the state. In 1992, these rates
were all set to 50 percent, in 1999 reimbursement of disability benefits was lowered to
35 percent, and municipalities were obliged to finance sickness benefits exceeding one
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year! (Hegelund, 2002). In the flex-job scheme, established in 1998, wage subsidies
paid by the municipalities’ are reimbursed with 100 percent.

The effect of thisincentive policy has been fortified by a decentralisation of the disabil-
ity benefit award procedure. Before 1990, 15 state committees awarded disability bere-
fits and municipalities were only responsible for the preparation of benefit applications.
Gradually municipalities were delegated larger competence and in 1998 they were given
absolute competence to award disability benefits.

The municipalities responsibility for reintegration and vocational rehabilitation has
been strengthened during the 1990s. Municipalities have been made responsible for
drawing up arehabilitation plan for clients in need of vocational rehabilitation. The mu
nicipalities' follow-up on al cases of sickness benefit has been advanced from three
months after the first day of work incapacity to two months. In addition, municipalities
are also obliged to drawing up a reintegration plan after six months of work incapacity.

Parallel to the changes that have fortified the municipalities incentives to enhance vo-
cational rehabilitation and supported employment, incentives of the work disabled have
been increased. Prior to 1990 participants in vocationa rehabilitation were entitled to a
household income tested benefit. In 1990, the benefit was replaced with aflat rate bere-
fit and the benefit level was increased to the same level as the sickness benefit thus
making it more attractive for sickness and socia assistance beneficiaries to participate
in vocational rehabilitation. Also the flex-job scheme, which was established in 1998,
has been made more attractive. For example, flex-jobs cover more different job types,
and in 2000, persons in flex-jobs were alowed to move from one municipality to ar-
other without loosing the job, and their entitlement to a specia unemployment benefit
was improved.

The labour market integration instruments have undergone several changes, which ap-
parently have improved the possibilities for integrating work-disabled persons into the
labour market. For instance, the so-called pre-vocational rehabilitation was introduced
in 1990, while the flex-job scheme, the skaane job scheme, and the so-called | cebreaker
scheme were introduced in 1998 (the schemes are described above). The flex-job
scheme, which replaced an existing wage subsidy scheme (the 50/50 scheme) seemsin
several aspects to be a better instrument. For example, wage subsidies in the flex-job

! Sickness benefits can normally be paid for up to one year, but in certain cases payments can be ex-
tended, e.g. if the sick-listed is expected to regain full capacity or he/she is awaiting vocational rehabilita-
tion.
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scheme (three levels: 1/3,1/2 and 2/3 of the wage) are more flexible than in the 50/50
scheme with only one level (Y2 of the wage).

Another important policy development concerns efforts to increase the involvement of
non-public actors, especialy employers, in the efforts of integrating work-disabled per-
sons into the labour market. The establishment of the before mentioned Local Coordina-
tion Committees for Preventive Labour Market Measures is one such attempt and the
campaign policiesis another. The latter does not only include public campaigns but also
asocid index, the national network of enterprise managers, two centres that am at fa-
cilitating the social responsibility of enterprises, and an enterprise pool. The enterprise
pool allocates money for project that facilitates the social responsibility of employers, in
total approximately EURO 18 mill. was allocated in the period 1995-1999. The socid
index is a self-evaluation measure consisting of several dimensions of social responsi-
bility and it is to be filled in by the employer and employee representatives in coopera-
tion (Rosdahl, 2001).

Finally, to provide a more complete picture of the policy development, it should be
noted that the increasing emphasis on integration and active measures does not only
concern work-disabled persons. Thus, in some respects a similar devel opment has taken
place in the policy towards insured unemployed persons:. emphasis on activation meas-
ures has been increased and at the same time eligibility criteria have been tightened. As
concern activation, the start of the activation period has been advanced from four years
into the unemployment spell to now one year, the scope of measures have been ex-
panded, new schemes have been introduced, and more efforts has been made to identify
vulnerable groups and their needs. With regard to eligibility criteria, the maximum
benefit period has gradually been shortened from seven to four years, today participa-
tion in activation schemes does not count towards (re-) qualification to benefits, and
only ‘ordinary’ (non-subsidised) employment counts towards benefit eigibility (Kvist,
2001).

3.2. Future changes

A magjor reform of the disability benefit scheme is planed to take place in 2003. In the
present scheme, eligibility to a benefit requests that “occupational ability” is reduced
with 50 percent or more. After the reform eligibility demands that the work ability is
reduced with 67 percent or more. The existing five disability benefit levels will be re-
placed by one level where the benefit equals to the maximum unemployment benefit,
which is corresponding to the sickness benefit. On the top of this, beneficiaries may also
be entitled to supplementary benefits covering, e.g. aids, rebuilding in the apartment,
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reimbursement of additional expenses caused by disability etc. The supplementary
benefits are however not covered by the disability benefit scheme but administered ac-
cording to the social services act meaning that supplementary benefits does not demand
receipt of adisability benefit.

The most important change appears to be that the concept of “occupational ability” is
replaced with the term “work ability”. The existing procedure of assessing the extent of
reduced occupational ability relies to a considerable degree on medical diagnoses and
their impact on the occupational ability (the medical assessments are often supplied with
vocational assessments, e.g. based on participation in vocational rehabilitation). In con
trast, in the new scheme, the assessment of the work ability will (in principle) be based
on the applicant’s real ability to work. Eligibility to a disability benefit will demand that
the client is unable to work in an ordinary job or in aflex-job (where the work ability
should be permanently reduced with between 1/2 and 2/3%). Consequently, it is hoped
that focus will move away from a determination of how sick the client is to determining
the job tasks the person is able to perform. At best the new procedure will affect not
only the municipalities administration of cases that might end with a disability benefit,
but aso the sickness and social assistance beneficiaries, who themselves might start to
focus on abilities rather than inabilities. As such the reform seems to be in line with the
changes during the 1990s, which also aimed at more work and less benefit receipt.

3.3. Conclusion

The Danish employment policy towards disabled has in the 1990’ s been characterised
by a series of minor changes that aim to facilitate (re-) integration on the labour market.
These changes have involved both incentives for the municipalities to establish voca-
tional rehabilitation and wage subsidised work, and incentives of the work disabled to
choose vocational rehabilitation instead of sickness benefit and social assistance. Fur-
thermore, focus has increasingly been set on the responsibility of nonpublic actors re-
sponsibility for integration of work-disabled people on the labour market.

4. Impact of active labour market policiesfor people with disabilities

It is by no means an easy task to answer whether the Danish active labour market policy
towards work disabled facilitates their integration into the labour market. Thus, the
measurement of an effect of a measure, e.g. vocational rehabilitation, should in principle

2 |n the present flexjob scheme, it is demanded that work ability is reduced with between 1/3 and 2/3.
From January 2003 eligibility to aflex-job will prerequisite that the work ahility is reduced with between
% and 2/3. Persons with areduction in their work ability below Y2 will not be entitled to wage subsidised
employment. Instead, it is assumed that they will be employed in “light duty jobs” according to the stipu-
lationsin the collective agreements.
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take account of other factors that also might influence the results. This concerns for ex-
ample the selection of participants into the measure, the benefit level, the administration
and organisation of the schemes, the actors involved and so forth. This section summa
rises the available evidence. We briefly discuss the development in some figures con
cerning the employment of disabled people and then we go on describe the findings of
evauations of active labour market measures for disabled persons.

4.1. Evaluations on supported employment

The flex-job and skaane-job schemes are two major active labour market measures tar-
geted at employment of permanently disabled persons. Both schemes aim at employ-
ment on special conditions, e.g. reduced working hours and/or job tasks, and they com+
prise a permanent wage subsidy. The flex-job scheme, which replaced the 50/50 scheme
in 1998, aims at employment of persons where the work ability is permanently reduced
with between 1/3 and 2/3. The skaane-job scheme, which replaced the 1/3 scheme, cov-
ers disability beneficiaries. Table 5.1. shows the development in the number of jobsin
these schemes.

Table 5.1. Number of personsin flex-job and skaane-job.

1996 1997 1998 1999 2000 2001
50/50-j ob/flex-job | 2,087 2,337 2,770 5,042 6,976 10,828
1/3-job/skaane-job | 3,716 4,272 5,071 5,475 4,878 5,428

Source: Statistics Denmark (statistikbank), Ministry of Finance, and Ministry of Social Affairs.

Note: Figures concern the number of jobs at a specific date, which varies across the years.

While the number of skaane-jobs has remained fairly stable during the period, the num-
ber of flex-jobs has increased from around 2,000 in 1996 to ailmost 11,000 in 2001.
Compared to the 50/50-scheme, the flex-job scheme isin severa aspects more attractive
to municipalities, employees and maybe also employers. In contrast to other passive and
active measures (e.g. sickness benefit and vocational rehabilitation) it is attractive to
municipalities because they receive a 100 percent reimbursemert from the state. Thisis
not the case for other measures, cf. section 3. Compared to thee 50/50 scheme the flex-
job scheme is attractive for employees because they are better covered in case of unem-
ployment, and because the scheme covers more different job types. In the flex-job
scheme it is possible to receive a wage subsidy corresponding to up to 2/3 of the wage
implying that it has become more attractive for employers to hire employees with a
work ability below 50 percent. In contrast the 50/50-scheme did only operate with a 50
percent wage subsidy. In sum, the changes in the flex-job scheme appear to have en-
hanced the possibility for labour market integration of work-disabled people.



The flex-job scheme has been evaluated by Hohnen (2000) who conducted qualitative
interviews with flex-job employees, their colleagues including union representatives,
their employers, and the municipalities’ job counsellors. The author finds that although
the scheme clearly has positive consequences in terms of employment of persons that
otherwise might had been nonworking beneficiaries, it aso has unintended side effects
that counteract integration. The latter effects are related both to institutional characteris-
tics of the scheme and to how the flex-jobs are implemented at the workplaces®.

The positive effects are emphasised by the flex-job employees and the municipalities
job counsdllors. The interviewed flex-job employees find their job valuable, they report
that it is satisfactory to be useful, some of them find that the job has given them energy
to become more active in their leisure time, and most of them prefer to work in aflex-
job instead of receiving a disability benefit. Also, the flex-job employees experience
that the tasks they perform are of importance to the company. The interviewed job
counsellors also find that the scheme holds severa good qualities. They mention that the
scheme makes it possible to integrate persons who otherwise would have been granted a
disability benefit and that a flex-job improves the employees quality of life.

On the other hand Hohnen (2000) concludes that the way in which the flex-job scheme
(and possible also other wage subsidy schemes) has been constructed hampers integra-
tion. Flex-jobs are stigmatising because they are situated in-between the ordinary labour
market and the social system. That is, while the employer and flex-job employees’ col-
leagues expect that the flex-job employee is healthy enough to be productive, it is only
legitimate to be employed with awage subsidy if the flex-job employee is “ sufficiently
sick”. These contradictionary expectations are difficult for the employees to reconcile.
In some cases this causes the flex-job employees to behave asif they are working on
normal conditions, e.g. work more hoursthan they are obliged to or they conceal that
they are working in aflex-job. This may in turn reduce the “light-duty” aspects of the
job and thus lead to further health deterioration. Even though flex-job employees may
become integrated into the workplace where they are employed, it is stressed that the
institutional construction of the scheme seems to hamper integration into the labour
market. Thus, there seems to be no or little mobility between different flex-jobs.

A second, and related institutional drawback is caused by the fact that persons working
in flex-jobs do not have social rights similar to those that ordinary employees have. For

3 Other studies of flex-job and other jobs on special conditions, Jacobsen & Hauge (1999), Juul (2000),
and Teknologisk Institut (2000), also stress that structural conditions of the flex-job scheme and the work
organisation at the workplaces have negative side effects (referred from Hohnen, 2000).
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example, flex-job employees cannot be member of an unemployment insurance fund,
instead they are granted socia rights in a separate system. The interviewed employees
experience that they loose social rights, and that flex-job employment to a certain extent
comprises an exclusion from the labour market. Hohnen (2000) finds that the experi-
ence of exclusion depends on the flex-job employees’ background. Exclusion is strongly
felt by those who are “recruited” from ordinary employment, whereas persons recruited
from the social assistance scheme do not to the same degree share this experience.

At the workplace level, Hohnen (2000) emphasi ses that flex-jobs often are not “core
jobs’, which seems to hamper the integration of employees' into the workplace. Thus,
although the flex-job employees experience their jobs as meaningful and of significant
importance to the company, the jobs are often peripheral related to the company’s core
production. For instance, flex-jobs may aim at providing services to the company’s em-
ployees. The author argues that thisis related to employers and job counsellors defining
flex-jobs as additioral jobs (meaning that they will be established as such).

Interestingly, Hohnen (2000) finds that the content of the companies production and its
relation to the jobs (including the flex-jobs) seems to influence the integration of flex-
job employees. In contrast to flex-jobs that involve no or little cooperation with other
employees, flex-jobs that involve a close cooperation with colleagues has most potential
for social integration at the workplace. However, these job-types may in certain cases
also lead to the most dis-integration. For instance, in jobs where the payment is deperd-
ing on the performance of awork group colleagues may have difficulties in accepting
that the flex-job employee is having reduced work ability.

Subsidised employment like flex-jobs is associated with both benefits and costs. Bere-
fits may be related to an increased utility of the disabled employees who might prefer to
work instead of being unemployed, and the productive value of the employees’ work.
The costs are related to the difference between wage expenditures and the expenditures
for aternative support, e.g. for adisability benefit, and the extent to which wage subsi-
dised jobs crowd out ordinary jobs.

Some of the aspects that were qualitatively assessed by Hohnen (2000) have been quan
titatively assessed in Hagelund & Kruhgffer (2000) and Kruhgffer & Heagelund (2001).
Using a representative sample of 6.800 employees, Hagelund & Kruhgffer (2000) find

that 48 percent report that employees in wage-subsidised jobs on special corditions are
or have been employed at their workplace. Among these respondents, 41 percent assess



that employees in wage-subsidised jobs on special conditions* perform tasks that would
otherwise not have been carried out (11 percent answered “do not know”). The fact that
the remaining 48 percent report that employees in wage subsidised jobs on special con-
ditions perform tasks that otherwise would have been carried out may suggest that wage
subsidised jobs to some extent replace ordinary jobs. However, only 3 percent answers
that employment of persons in wage-subsidised jobs on special conditions increases the
risk that they will loose their own job (6 percent answered “do not know”).

Evidence from arepresentative survey of approximately 2.500 employers supports the
presence of a“replacement effect” (Kruheffer & Hegelund, 2001). Among employers
having employees in wage-subsidised jobs more than 50 percent find that employeesin
wage subsided jobs perform tasks that would otherwise not have carried out. Moreover,
one quarter of the employers report that the employment of employees in wage subsi-
dised jobs has reduced the need to hire ordinary employees. The same fraction report
that they would have employed persons in ordinary jobs had it not been possible to em+
ploy persons in wage-subsidised jobs.

4.2. Studies about general effects of active labour market policies

Gregersen & Christoffersen (1999) shed light on the effect of active labour market poli-
cies. The study compares long-term sickness, long-term social assistance beneficiaries
and disability beneficiaries from five “passive” municipalities with similar groups of
beneficiaries from five “active” municipalities. Active municipalities are defined as
municipalities: 1) that award relatively few disability benefits when differences e.g. in
the number of persons receiving a cash transfer benefit, that may influence the number
of awarded benefits have been controlled for, 2) where many disability beneficiaries
have been activated prior to receiving disability benefit, and 3) have relatively few long-
term socia beneficiaries when the level of unemployment has been taken into account.
Passive municipalities are defined in a similar manner, but with “reverse criteria’. The
study shows that in all three groups of beneficiaries, the number of persons finding
themselves able to work is significantly higher in passive than in active municipalities.
This difference may be interpreted as if the activation policy pursued in the active mu-
nicipalities leads to more labour market integration and thus too fewer work able bere-
ficiaries than is the case in the passive municipalities.

Hagelund & Holm (2002) evaluate the effect of educational activities in cases of long-
term sick leave. During a five-year period employees who in 1995/1996 had been con+
tinuously sick-listed for three months due to low-back pain were interviewed four times.

“ Such jobs do not only included work disabled personsin e.g. flex-jobs or skaane-jobs but also persons
without health problems, i.e. unemployed persons in wage subsidised activation offers.
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Controlling for the selection into education and for the influence of observable and un-
observable variables, the authors find that on average educational activities do not sig-
nificantly increase the likelihood of returning to ordinary employment.

Graversen & Weise (2001) investigate the effects of several active measures for social
assistance beneficiaries in the period 1995 to 1998°. Using the fixed-effect method, they
find that amost all measures lead to a reduction in the participants’ receipt of public
cash benefits indicating that the measures have a positive employment effect. Subsi-
dised job training in the private sector yields the largest effect reducing the average
yearly degree of benefit receipt with 16 percentage points. Other measures such as sub-
sidised job training in the public sector and employment projects have much smaller
effects (reducing the average yearly degree of benefit receipt with 3-6 percentage
points). Similar effects of activation of social assistance beneficiaries have been found
by Weise & Brogaard (1997).

Finally, Hagelund (2000) investigates factors affecting work retention among employ-
ees who returned to work after being long-term sick-listed with lowback pain. He finds
that wage subsidies and working with new tasks increases the sick-listed’ s employment
degree after returning to work.

4.3. Conclusion

In conclusion, the available evidence suggests that wage subsidy schemes enhance the
employment of work disabled people, but also that it has negative side effects in terms
of dead-weight loss, stigmatisation, and that integration of the disabled employeesis not
always complete. Studies about the general effect of active labour market policies sug
gest that it increases the employment of disabled people.

5. Conclusion

The Danish labour market policy towards disabled people is characterised by many dif-
ferent schemes. By size Vocational rehabilitation, which consist of e.g. examination of
work capacity, counselling, courses, education and job training, is the most extensive
scheme. Incentives to use vocationa rehabilitation have been strengthen during the
1990s. During the 1990 there has aso been an increased focus on other active labour
market policies such as subsidised employment and compensation to disabled people at
the labour market (Icebreaker scheme, personal assistance, workplace adaptations and

® The group of social assistance beneficiaries includes to some extent persons with reduced work ability
caused by health problems. According to Bach & Harslgf (2002), 39 percent of the social assistance bene-
ficiaries report that they to a high degree (15 percent) or to some degree disabled (24 percent) havere-
duced work ability caused be health problems.
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the “Preference Circular”). The available evaluations of the policy towards disabled
people suggest in genera that it increases the employment of disabled people but also
that there are both positive and negative effects of the existing schemes in particular of
wage subsidy schemes.
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Appendix. Statistics on Active labour market policiesfor disabled peo-
ple

Datais prioritised: If not data does not exist on a specific date, then the average number
of personsis presented. If none of the above exists then the annual stock is presented.

EXPENDI- PARTICI-
TURESTOTAL | PANTSTOTAL
POLICY MILLIONS YEAR
EURO
L:Individual job training 202,41 15.249° 1998
2:Sdf-employed with enterprise
allowance 9,54 1.370° 1998
3:Specid  tallor-made  training
activities N.a 6.693" 1998
4:0ther gecial talor-made train-
ing activities 59,87 4.468 1998
5:Flex-job scheme 121,40 10.648"° 2000
6:Skaane jobs 23,02 6.065° 2000
7:Sheltered employment scheme | 129,75 2.773° 2000
8:Prevocational rehabilitation 40,05 3.235° 1998
9:Vocationa rehabilitation 402,61 25.606" 1998
10:Disablement benefit Max 19,62
Min 15,94 6.377° 1999
11:1cebreaker scheme 0,12 25 2000
12:Preference circular 0 182/22 2000
13:Persona assistance 9,51 1.853 2000
14:Workplace adaptations (The
Public Employ-ment Office) 0,24 193 2000
15:Workplace adaptations (Mu-
nicipalities) 1,75 1ur 1998

& Average number of persons, data for the annual stock is available, see table in appendiks: Statistics on
ACTIVE LABOUR MARKET POLICY for Disabled people.

P Annual stock, total number of participant in a given year.

¢ The 1% of January 1999

4 March 2000



Tableinformation

Source:

Comments:

1: Expenditure: EUROSTAT. Participants: Statistics Denmark

2: Statistics Denmark

3: Statistics Denmark

4: Expenditure: EUROSTAT. Participants: Statistics Denmark

5: Expenditure: Ministry of Social Affairs. Participants: Statistics Den-
mark

6: Expenditure: Ministry of Social Affairs. Participants: Statistics Den-
mark

7: Statistics Denmark

8: Statistics Denmark

9: Expenditure: own calculations Participants: Statistics Denmark

10: Statistics Denmark

11: Expenditure: Central Government finance 2000. Participants: Na-
tional Labour Market Authority.

12: National Labour Market Authority.

13: Expenditure: Central Government finance 2000 Participants. Na-
tional Labour Market Authority.

14: National Labour Market Authority.

15: Statistics Denmark

7: The administration of sheltered employment has been moved to the
municipalities in 1998, why data only exist from 1999 and 2000. The
Expenditures include socia activity offers (in order to improve life qual-
ity). The expenditures for sheltered employment are therefore overesti-
mated.

10: Expenditures are calculated from the number of participants and the
monthly maximum and minimum beneficiaries.

12: Expenditures to the preference circular are covered by the wage paid
to the disability consultants. 182 disabled persons used the preference
circular, but only 22 succeeded in getting ajob.

14: The expenditure might not be correct. Thisis only the exp enditure for
the municipalities. The total expenditure for this shame is also financed
by the state.
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