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1. INTRODUCTION 

The background for this Impact Assessment (IA) is the Commission’s proposal for a 
Directive of the European Parliament (EP) and of the Council amending Council Directive 
92/85/EEC on the introduction of measures to encourage improvements in the safety and 
health at work of pregnant workers, as well as workers who have recently given birth or are 
breastfeeding. The Women’s Rights and Gender Equality (FEMM) Committee has proposed 
several amendments to the Commission’s proposal, and has requested a medium term ex 
ante IA of the introduction of a fully paid paternity leave of two weeks in different EU 
Member States (in the following referred to as “member states”).  
 
The IA has been prepared by Ramboll Management Consulting according to the provisions 
of the framework contract IP/A/ALL/FWC/2006-105, LOT 2. The IA has been conducted on 
the basis of the Terms of Reference and the information received through e-mail 
correspondence and telephone conversations with the Policy Department C, "Constitutional 
affairs and Citizens' Rights", European Parliament.  

1.1. Aim and scope of the study 

The IA shall determine the economic and social costs and benefits of introducing the 
said provision for the employees, employers, governent budgets and society as a whole 
in ten member states: 

– Belgium 
– Denmark 
– Estonia 
– France 
– Germany 
– Hungary 
– Poland 
– Spain 
– Sweden 
– United Kingdom 
 

Eight of these member states1 were subject to a study on the costs and benefits of 
options to improve provisions for the reconciliation of work, private and family life; a 
study ordered by the European Commission in 2008 and prepared by a consortium of 
COWI and Idea (provided in electronic version). In the Terms of Reference the study 
was referred to as a possible basis for this current report and was made available to 
Ramboll Management Consulting. In the following, this report is referred to as “the 
2008 report”. 

1.2. The applied approach 

As mentioned, the IA will determine the costs and benefits of introducing the proposal to 
the employees, employers, government budgets and society as a whole. These costs and 
benefits will depend on the exact way the proposal is implemented in line with existing 
national schemes.  
 

                                                 
1 Belgium, Denmark, Estonia, France, Hungary, Poland, Spain, and the UK 
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As a first step, the baseline situations in each of the ten member states are outlined, and 
the assumptions regarding the implementation of the proposed changes in the paternity 
leave schemes will be described. This establishes a common basis for the assessment and 
estimate of qualitative and quantitative benefits and costs of the revisions.  
 
As mentioned in the 2008 report, the nature of the costs and benefits differs considerably. 
It is possible to estimate and quantify the costs per member state, provided that the 
necessary assumptions are established. However, the benefits are more difficult to identify 
and quantify.  
 
As in the 2008 report, the economic costs are identified as the value of the loss of 
production when the period of leave is extended, as well as by the tax distortion resulting 
from increased public expenditures, financed by increased taxes.  
 
In order to compare costs and benefits across member states, a simplified scoring system 
was applied in the 2008 report, i.e.: 
 

– Gender equality at work  
– Gender equality at home 
– Child development and health 
– Parent health 
– Fertility 
– Participation of women in the labour market 

 
The same scoring system has been applied in the current study.  Minor deviations are made 
in only a few instances.  

1.3. Structure of the report 

After the introduction, the baseline situations and proposed changes as a result of the 
proposal in each of the member states are presented. In chapter 3, the qualitative impacts 
are assessed, and the quantitative, economic and financial effects for employees, 
employers, government budgets and society as a whole are presented in chapter 4. The 
qualitative and quantitative impact estimates are established on the basis of the 
descriptions of baseline situations and the assumptions concerning the implementation of 
the proposed amendments to the Commission’s proposal. Finally, after summarising and 
comparing the results of the quantitative estimates and the qualitative assessments, the 
conclusions are presented in chapter 5.  

2. BASELINE SITUATIONS AND PROPOSED CHANGES 

In the following, a brief description of the current situations concerning paternity leave and 
take-up rates are given for each of the ten member states covered by the study. The 
descriptions also include information on existing parental leave schemes that may affect 
the implementation of the proposed amendments. The descriptions are based on 
information gathered from the 2008 report, official national websites, and telephone and e-
mail correspondence with contact persons in each of the ten member states. In addition, 
contributions forwarded by the Policy Department from the member states have been 
received and taken into consideration in relation to the description of the baseline situations 
and the study in general. 
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Based on descriptions of present situations in the ten member states, the expected 
implications of the proposed amendments and the assumed implementation patterns are 
outlined as a basis for the assessment of benefits and costs.  
 
In some instances, the patterns of implementation for the proposed paternity leave scheme 
might be affected by the combination of existing paternity, maternity, and parental leave 
schemes. This is due to the fact that several options are available for the member states to 
pursue. The implications include increased period of leave, increased compensation levels, 
financing, as well as the impact on the future take-up rate, as described in the following.  
 
The described baseline situations and assumptions regarding the implementation of the 
proposed new paternity leave scheme in each of the ten member states will form the basis 
for the assessment of benefits and costs.  

2.1. Belgium 

A 10day paternity leave is available for fathers employed in the private sector. No paternity 
leave is available for public sector employees.  
 
Paternity leave is fully compensated by 100% of wages for the first 3 days, and by 82% of 
wages to a ceiling for the remaining days. The ceiling is currently regulated, and the 
average compensation, estimated at 73% in the 2008 report, has also been applied in the 
calculations here.  
 
The full compensation during the first 3 days is paid by the employer, and the lower 
compensation during the remaining 7 days is paid by the state.  
 
The take up rate is about 70%. 
 
The consequence of the current proposal will be an increased compensation from 
the present average of 73% to 100%.  As Belgium has mixed financing with 
public and private contributions, the increased compensation under an improved 
scheme may be financed by the state or by the employers, or it may be shared 
between the two in multiple ways. Public sector financing is the main assumption, 
but the consequences of both options will be determined.  
 

2.2. Denmark 

In Denmark, the length of paternity leave is 2 weeks.  
 
The compensation is 90% of salary with a ceiling of 100 EUR per week. This compensation 
is paid from the public budgets, but a supplementary compensation ensures a full 
compensation for the period of paternity leave for part of the labour market, depending on 
collective agreements between trade unions and employers’ organisations. According to the 
2008 report, the compensation was on average 66% for the labour market as a whole. 

A relatively large number of fathers, estimated at 89% in 2008, made use of the scheme. 
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The consequence of the current proposal will be an increased compensation from 
the present average of 66% to 100%.  

The increased compensation is assumed to be financed by the state This will be in 
line with the current system, where the overwhelming majority of the 
compensation is paid by the state, with no legal obligation for payment by 
employers. The consequences of leaving the full burden of a higher compensation 
on the employers will also be determined. 

2.3. Estonia 

The length of paternity leave, in Estonia is 2 weeks. 

There have previously been fluctuations in the compensation rates for the paternity leave 
scheme. In 2007, it was 66 Krooni (4.2 EUR) per day (about 20% compensation), and in 
2008 and 2009 it was 100% compensation. Today, in 2010, it has returned to 4.2 EUR per 
day (or 126 EUR per month, equivalent to about 15% of earnings). It is expected, however, 
to be back at 100% compensation from 2013 onwards. 

The proposal will affect 2011 and 2012 only. From 2013, the economic effects of the EU 
provision will be zero, as it is assumed that Estonia will, independently of the proposal, 
offer full compensation from this year.  

The paternity leave is paid by the Health Insurance Fund, which is financed by employer 
contributions of 13% from the payroll. The take-up rate was 14% in 2006 and 2007, but in 
2008, when the paternity leave was fully compensated, the take-up rate rose to 50%.  

The proposed scenarios will have a limited, preliminary effect in Estonia, as there 
are already plans for a fully compensated paternity scheme in 2013. In practise, it 
will therefore have no effect in Estonia.  

2.4. France 

The paternity leave in France is a total of 11 days to be taken on consecutive days within 4 
months after birth. 

On average, the compensations are about 72%. They are paid by the Caisse Primaire 
d’Assurance Maladie, which is a tax-financed public fund.  

The take-up rate is estimated at 70%.  

The consequences of the current proposal are assumed to be increased 
compensation from the present average of 72% to 100%, paid by the same public 
fund that finances the existing leave compensations. The take-up rate is assumed 
to remain unchanged. 

2.5. Germany 

Germany has no specific paternity leave. A two month parental leave however, is available 
for parents during the first 12 months after birth.  
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A 67% compensation rate is available for both men and women, to whichever one makes 
use of the parental leave. The compensation is at least 300 EUR, with a maximum of 1,800 
EUR per month. The average compensation is about 996 EUR per month (net of taxes and 
social security), corresponding to a compensation of about 50%.  
 
The compensation is paid by a tax-based public fund.  
 
The take-up rate for men in the parental leave is only 18%. A specific paternity leave with 
individual rights and a higher compensation rate may attract more fathers to such a 
scheme. 
  
The proposal concerning paternity leave will imply the implementation of a new 
paternity leave scheme with 100% compensation. The parental leave scheme is 
assumed to continue unchanged. The take-up rate for the paternity leave scheme 
is assumed to be 70%. The compensation is assumed to be financed by tax-based 
public funds similar to the parental leave scheme. 

2.6. Hungary 

In Hungary, paternity leave amounts to a total of 5 days. 

Compensation is 100% of salary and paid by the National Health Insurance Fund via 
employer (32%) and employee (68%) salary contributions. Compensation for the uninsured 
is financed directly from the state budget.  

The take-up for the paternity leave in Hungary is estimated at 20 - 25% in 2008 and 2009. 
It will be assumed in the calculations that the take-up rate will remain at this level, 25%.  

The consequences of the proposal concerning paternity leave will be an increased 
length of the paternity leave from 5 days (1 week) to 2 weeks. The take-up rate is 
assumed to be an unchanged 25% in the period considered. The increased costs 
for the longer period of leave including full compensation are assumed to be 
financed by employers (32%) and employees (68%), as under the current 
scheme. 

2.7. Poland 

A one week paternity leave scheme was introduced in Poland by January 2010, and will be 
extended by one additional week in 2012. The compensation rate is 100%.  

The leave is financed by the Social Security Fund (ZUS), which is funded by employer 
(47%) and employee contributions/public funds.  

Previously, part of the maternity leave could be transferred to the father, but less than 1% 
of the potential beneficiaries made use of this. It is therefore difficult to estimate the future 
take-up rate among fathers, but the introduction of individual rights and a designated 
paternity leave scheme may encourage the development towards a pattern closer to that of 
other member states.   

The proposed amendments concerning paternity leave will not have any 
consequences for Poland, as a paternity leave scheme offering 2 weeks of fully 
compensated previous earnings will be in place by early 2012.  
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2.8. Spain 

There is a 2 week paternity leave in Spain. The length of paternity leave will increase to 4 
weeks in 2011.  

In addition, up to ten of 16 weeks maternity leave in Spain may be transferred to the 
father. There is also an individual period of unpaid, parental leave (3 years) available for 
both parents, but very few make use of this. 

The compensation is 100% without a ceiling. 

The schemes are financed through contributions to the Social Security Fund by 4.7% of 
employee salaries and 23.6% of salaries paid by employer. 

The take-up rate for paternity leave has recently been estimated2 at 56%. This seems low, 
taking the full compensation into account, but is explained by various cultural and socio-
economic barriers.  

The proposal does not imply any changes to be made in Spain, as the proposed 
minimum standards are already in place.   

2.9. Sweden 

Designated maternity or paternity leave schemes do not exist in Sweden. Instead, a 
parental leave system provides practically the same rights for both parents. The mother 
and father are both entitled to 240 optional days of parental benefit (in total 480 calendar 
days). 60 of these calendar days are reserved for each parent, while the other days can be 
transferred to the other parent provided that the first 60 days have already been used. 
Parents with sole custody are entitled to all 480 days. In addition, the father has another 
ten optional nursing days at his disposal. 

A compensation of 80% of salary with a ceiling of 44,300 EUR per year for the first 390 
days is followed by a fixed compensation of 18.8 EUR per day for the remaining 90 days. 
The paternity leave scheme compensates an average of 72.6% of father’s previous 
earnings, but collective agreements often provide supplementary pay during a certain 
amount of time, varying depending on sector from 3 to 11 months. Many employees 
therefore receive 90 percent of their former salary during, at least part of, their parental 
leave.  

The parental benefit scheme is part of the Swedish Social Security scheme which is 
financed with the social security charges, paid to the government by employers.  

The take-up rate for fathers is high; however it has not been possible to establish a 
calculated figure. Statistics show that 48% of all fathers with at least one child between 0 
and 8 years old had received leave compensation at some point in 2009. This shows that 
the use of the parental leave is very high, and it may be assumed that it is in the region of 
90%. No documentation for this figure exists but the estimate has been confirmed as a 
realistic figure by our Swedish sources. 

                                                 
2 Anna Escobedo in Moss P. and Kocourkova, J. (eds): International Review of Leave Policies and Related Research 
(to be published) 2010. Employment relations Research Series, Department for Business Enterprise and 
Regulatory Reform, UK.  
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The immediate consequences of the proposal will be an increased compensation 
from the actual 72.6% of previous earnings to 100%. This is assumed to be 
financed by social security charges considered as an income tax.  
 
For the calculations, the non-transferable period of parental leave reserved for 
each parent is used as the basis for which the extra cost for implementing EU 
minimum schemes is calculated. 

2.10. United Kingdom 

In the UK, men are entitled to a two week period of paternity leave. From 2011, part of the 
maternity leave may be transferred to the father if the mother returns to work after six 
month of maternity leave.  

From April 2010, the father is compensated with a standard amount of 150 EUR per week. 
This corresponds to a compensation rate of about 20%.  

The paternity leave compensation is paid by the employers, however about 93% is 
subsequently reimbursed by the state.  

The take-up rate is currently at 79%. 

The existing scheme already meets the requirements concerning the length of the 
period of leave, and the consequences of the proposal concerning paternity leave 
will be an increased compensation. The higher compensation rate from 20% to 
100% is assumed to increase the take-up rate from 79 to 90%. The funding is 
assumed to follow the financing of the existing scheme, i.e. 93% statefinanced 
and 7% employerfinanced.  

2.11. Summary of baseline situations and expected changes 

The main characteristics, expectations, and proposed assumptions concerning increases in 
the lengths of paternity leaves, increased compensations and take-up rates as described in 
the previous sections are summarised in the following table. 

The increases in the length of the leave periods for the proposal are listed in the first 
column, and the foreseen developments in compensation levels are shown in the second 
column. Finally, the table indicates the current and expected future take-up rates. 
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Table 2.1 Summary of baselines and expected changes in response to the 
proposal 

Paternity 
leave 

Increased length of 
paternity leave 

(weeks) 

Existing and 
increased  

 compensation levels 

Existing and increased  
take-up rates (A/B) 

 Baseline Expected Baseline Necessary 
increase 

Baseline Expected 

Belgium  2 2 73% + 27% 70% 70% 
Denmark  2 2 66% + 33% 89% 89% 
Estonia  2 2 100% 0%  50% 50% 
France  2 2 72% + 28% 70% 70% 
Germany   0 2 50% 50% 18% 70% 
Hungary  1 2 100% 0% 25% 25% 
Poland  2 2 100% 0% 1% 50% 
Spain  2+ 2+ 100% 0% 56% 56% 
Sweden  2+ 2+ 73% + 27% 90% 90% 
United 
Kingdom  

2+ 2+ 20% + 80% 79% 90% 

Note: For Germany and Sweden, the indicated compensation and take-up rates are estimated 
parameters for men under the paternity leave schemes. 

3. QUALITATIVE IMPACT ASSESSMENTS 

An assessment of the qualitative benefits will be presented in this chapter, followed by a 
quantification of the benefits in terms of a scoring of qualitative changes. 

In economic cost-benefit analysis, benefits are usually measured in terms of willingness to 
pay for the improvements under the study, or estimated by other similar methods. The idea 
is to include the economic value to those directly involved as well as to others in society. In 
this case, the take-up rates provide some information on the value of the leave to the 
beneficiaries. Low take-up rates are a sign of a low perception of value among the 
beneficiaries. However, more information would be needed to get a full picture of the 
perceived value of the compensation to beneficiaries, e.g. by conducting a survey among 
parents.  

In addition, a number of external benefits may include the benefits to the children and to  
society at large, such as the possible impacts on gender equality, health and fertility. may 
influence the perceived value of the compensation.  

As in the 2008 report, this study does not attempt to make a full assessment of all benefits 
of changes in the paternity leave schemes. The qualitative assessment will focus on a 
number of qualitative benefits that are judged and scored with the aim of comparing the 
positive impacts to the net economic costs, as well as comparing costs and benefits among 
the ten member states included in the study. 

The aspects considered as important benefits to the citizens and society of changed 
paternity leave schemes are the same as considered in the 2008 report, namely the 
following:  
 

– Gender equality at work  
– Gender equality at home 
– Child development and health 
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– Parent health 
– Fertility 
– Participation of women in the labour market 

 
The 2008 report was based on a study of available research literature in the respective 
field.  
 
In the following, the main conclusions on the potential qualitative benefits of changed 
paternity leave schemes and main principles of the applied scoring system in the 2008 
report are briefly presented (alongside the scoring of selected states of paternity leave 
schemes). The scoring system will be used as a basis for assessing the benefits for 
comparison with the cost estimates of the proposed changes in the paternity leave 
schemes. 
 

 
a. Gender equality at work is mainly affected by the individual entitlement and the 

compensation rate. Individual rights to the father and a medium compensation is 
given a medium score, whereas individual rights and full compensation is given a 
high score.  

 
b. Gender equality at home, according to the 2008 report, may be positively affected 

by individual entitlement and high compensation rates for men, but the impact 
is assumed to be limited. It has only been rated a low score.  

 
c. Child development and health may be affected by changes in the paternity leave 

schemes. The 2008 report assumes that fathers’ individual rights and full 
compensation through a higher take-up rate lead to early bonding, which again 
is assumed to increase child welfare. This is given a medium score.  

 
d. Parent health may be affected by the existence of a paternity leave scheme 

through a short-term reduction in stress. This is given a medium score.  
 
e. Fertility is in the 2008 report assumed to be unaffected by paternity leave 

schemes. 
 
f. Impact on women’s labour force participation was not  assessed in the 2008 report. 

The assumed impact of paternity leave schemes on gender equality at work and 
at home points towards a positive, albeit small, impact on women’s labour force 
participation rates, mainly stemming from individual entitlements and the rate of 
compensation. 

Based on the findings from the 2008 report, the most important factors for the various 
aspects are the compensation rates and the individual entitlement and rights for the father 
which will also be reflected in the estimation of qualitative benefits below. 
 
In order to follow these principles as closely and transparently as possible, the following 
scoring grid has been developed. Weights of 1, 2, or 3 are assigned to the main 
characteristics of the proposed changes. The sum of assigned weights is transformed into a 
total score by dividing the achieved weights by the maximum possible figure. 
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Table 3.1 Scoring grid – qualitative impacts 
 Increased 

compensation 
rate 

Given 
individual 
rights to 
fathers 

Increased 
length of 
paternity 
leave, 
weeks 

Weights Max 
point 

From 75-95% - - 1 
From 50-
74.9%+ 

+/- - 2 
Gender equality at 
work  

From 0-49.9% - - 3 

3.0 

From 75-95% - - 1 
From 50-
74.9%+ 

+/- - 2 
Gender equality at 
home 

From 0-49.9% - - 3 

1.0 
 

From 75-95% - - 1 
From 50-
74.9%+ 

+/- - 2 
Child development / 
health 

From 0-49.9% - - 3 

2.0 

- - From 0 2 Parent health 
  From 1 1 

2.0 

Fertility - - - 0 0.0 
From 75-95%   1 
From 50-
74.9%+ 

+/-  2 
Impact on women’s 
LFPR 

From 0-49.9%   3 

1.0 

 
By using “Gender equality at work” as an example, it is possible to get a weight 3 in the 
category “better compensation”, and a weight 2 in the category “fathers’ individual rights”. 
This creates a maximum total of 5. For a country like Belgium, the compensation level 
increases from 68% to 100%. This gives a weight of 2. As Belgium has already a paternity 
leave scheme with individual rights to the father set in place prior to the proposal, 
additional weights are not given. The total number of achieved weights is thus 2 out of the 
possible 5, and the total score is 2/5 of the maximum of 3, or 1.20.  

The scores are calculated on the basis of the description of the baseline situations and on 
the expected direct consequences of the proposal in the member states. The results are 
shown in the chart below. The values do not reflect the size of the member states and shall 
therefore be seen as economic benefits per birth. In order words, they should be compared 
to the costs per birth rather than the net present values of total economic costs at the 
macro level. 
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Chart 1: Estimated qualitative benefits of the proposed changes to the paternity 
leave schemes 

�  
Source: Rambøll Management Consulting 
 
If the proposal is introduced, the benefits will be the highest in Germany, where there is 
currently no paternity leave, and in the UK, where the compensation rate is low. Increased 
compensation rates lead to lower benefits in member states like Belgium, Denmark, France 
and Sweden, and the modest improvement in Hungary is the result of a longer period of 
leave under the proposal. 
 
The details of the benefit estimates are given in Annex 2.  

4. QUANTITATIVE IMPACT ESTIMATES 

4.1. Applied methods and scope of calculations 

The estimated quantitative effects are the monetary costs and benefits to the various 
stakeholders of the proposed fully paid 2 week paternity leave. They will be estimated in 
relation to the following main stakeholders: 
 

– employees who will receive increased compensation payments and childcare expense 
savings,  

 
– employers who may be affected by increased payments for paternity leave 

compensation, 
 
– the government budget that will have to pay its part of compensation payments as 

public authority and as employer, depending on the funding model. On top of this, 
the public sector may receive some of the savings concerning childcare,  

 
– society as a whole, which includes the above-mentioned impacts, as well as the 

resulting production loss of longer paternity leave periods and the economic costs of 
tax distortion. These will be further described in the following. 

 
The calculations include only the above-mentioned initial, first-round effects. Second-round 
derived effects, such as increased taxes, turnover and employment as a result of increased 
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earnings, further impacts of increased tax rates to finance higher government budgets, or 
demographic effects are not included in the calculations. 
 
The compensations paid to the leave beneficiaries are income transfers and are therefore 
not included in the estimation of costs and benefits to society. They are costs to the public 
sector or to the employers, but at the same time they also constitute a corresponding 
benefit to the beneficiaries, and the overall net effect is zero. Still, they will be part of the 
impact on public budgets and on employers’ expenditures.  
 
The direct cost elements are further described below.  

4.2. Production losses 

The production losses occur as a result of a longer period of leave. They are measured as 
the average labour costs per day, which are assumed to be the best estimate of the 
marginal value of one working day. The labour costs per birth are then estimated by 
adjusting for labour force participation, employment, and the percentage of fathers making 
use of the leave scheme, i.e. the take-up rates. The costs cover only the estimated 
paternity leaves held, but they are estimated per birth (total number of children born) in 
order to be able to determine total figures on the basis of birth forecasts.  
 
In order to get a more precise estimate of the production loss per birth, it is also adjusted 
for the possible substitution on the workplace or in society as a whole. When a person’s 
paternity leave starts, he may be substituted by another person who might otherwise have 
been unemployed. If this happens, there may not be any production loss. The situation and 
the practises vary by sectors of the economy and by types of jobs. Some jobs, such as 
teachers, will have to be replaced by a successor or a temporary staff. This means a 100% 
substitution and no production loss if substitutes are available, and the unemployment will 
in such cases be reduced by the total length of the paternity leave.  
 
In other jobs where the duties are not so clearly defined, the employer may seek to do 
without the person for the duration of the leave. This may result in a busy period for the 
remaining staff and there will be various different ways to respond to this. Paid overtime 
may be increased, members of staff may be moved between departments, or activities may 
be reduced for the period in question. If activities are reduced, the consequence may be a 
transfer of activities to competitors who may temporarily increase their staff. If this is the 
case, a substitution will take place, but outside the workplace of the leave beneficiary. Only 
to the extent that (1) the external substitution implies moving activities to competitors 
abroad, (2) the issue of capacity is resolved by increasing the activity level of existing staff, 
or (3) the replacement staff is less productive than the staff on leave, will the effective 
substitution be considerably lower than 100%. 
 
The description of the substitution process shows how difficult it is to estimate the average 
level of substitution. However, it also shows that the substitution will appear to be higher 
when the broader view is taken and that conclusions cannot be made at only the workplace 
level.  
 
As a starting point, the 2008 report assumed that there is no substitution for men on 
paternity leave as the two week period is often considered as too short for replacements. It 
was also mentioned that the assumptions concerning substitution were "connected with 
much uncertainty", and a sensibility analysis was made to illustrate the sensibility of the 
results to this parameter. 
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In the 2008 report, two parallel calculations were therefore made based on substitution 
rates of both 0 and 30%. The same methodology will be used in the present report. A 
broader range of variation could be chosen, but the calculations based on assumptions of 0 
and 30% substitution will indicate the relative importance of the substitution rate for the 
final results.  

4.3. Tax distortion costs 

The second part of the estimated economic costs is that of tax distortion. This occurs as a 
consequence of the increased need for public financing and due to the fact that public 
financing through income taxes distorts the market and reduces social benefits. The tax 
distortion costs are the economic costs resulting from an increase in the funding of 
government expenditures by income taxes. They are also called the marginal excess 
burden of taxation and reflect the costs in excess of the taxation itself that taxpayers bear 
as a result of increased taxes.   

The tax distortion costs are determined as 20% of the increase in government budget 
impacts, for example the increased compensation payments as compared to the existing 
compensation period and rate. This is in line with the 2008 report, where this cost category 
is introduced. It is inspired by the practises in economic cost-benefit analyses in various 
countries such as Denmark, Norway and the US. The cost of tax distortion has been 
estimated in various international studies, at about 20%. The recommended tax distortion 
cost in cost-benefit analysis has been 20% of government budget increases in Denmark 
and Norway, and a 25% cost has been applied in the US3. 

The increased government budgets include higher payment of benefits in terms of income 
compensation to the father making use of new or extended paternity leave schemes. 
Increased payments to paternity schemes by public funds, to the extent they are financed 
by tax-like contributions from citizens, shall also be considered as a public budget impact. 
However, impacts on taxes from income reductions (or increases) shall not be seen as a 
subject for tax distortion costs, even if the resulting lower tax incomes will have to be 
replaced by higher taxes somewhere else. The net effect on taxes and tax distortions from 
such two developments will be zero.  

4.4. Case calculation: Denmark 

In order to illustrate the details of the cost estimation, the calculations of the costs of 
paternity leave are shown in the following case. The introduction of the proposal in 
Denmark with an applied substitution rate of 0% has been used here as an example. 
 
Denmark currently has a two week period of paternity leave. The average compensation 
rate is 66% (including 100% compensation to public sector employees). In addition, it has 
a 32 weeks parental leave scheme under the same conditions. 
 
 
 

                                                 
3 In some countries and some cost-benefit analyses, this cost category is instead included indirectly by increasing 
the discount rate (the applied interest rate), which does not give the same result, but in cases of large public 
investments, the results of the two approaches are very similar. It will be inappropriate in this study for two 
reasons. Firstly, changes to the paternity leave schemes result in a mixture of private and public, tax-financed 
costs, and secondly, the results shall also be seen as annual costs and benefits, not only as the net present value 
of costs and benefits over a long period. When annual figures are considered, a higher discount rate, however, will 
not have any impact. 
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Production loss 
The first key figure is the production value per person, calculated using the monthly labour 
costs of 5,057 EUR or 1,167 EUR per week.  
 
Next, the share of active and employed fathers and those who choose to take the paternity 
leave is calculated. This is done by multiplying the activity rate of 92% (the percentage 
share of men at 25-54 years that are in the labour force) by the employment rate (1 minus 
the unemployment rate) of 95%, and the take-up rate of 89%. This shows that 78.0% of 
all fathers take the paternity leave.  
 

A substitution rate of 0% is applied here. This means that the production loss will be equal 
to the production value (the labour costs) of all the 78% of fathers taking leave. If instead, 
the substitution rate was 30%, this share of fathers who make use of the paternity leave, 
would be substituted in their jobs and the production loss would be reduced 
correspondingly.  
 
Table 4.1  Calculation of production losses 
Calculation of lost production value per birth in Denmark 
Labour costs/month, EUR (a) 5,057 
Labour costs/week, EUR (b) 1,167 
Activity rate (c) 92.4% 
Employment rate (d) 94.8% 
Take-up rate (e) 89.0% 
Share of fathers taking leave (f=c x d x e) 78.0% 
Substitution rate (g) 0.0% 
Production loss pct. per birth (h=f x (1-g)) 78.0% 
Production loss/week per birth, EUR (i = b x h) 910 
Number of weeks added to the paternity leave (j) 0 
Production loss per birth according to the new proposal, EUR 
(k= i x j) 

0,00 

A birth is here defined as the number of mothers delivering one or several babies. 
Source: Rambøll Management Consulting 
 
With a production value per person per week of 1,167 EUR, and with 78% of fathers taking 
leave from a job where none of them are substituted, the production loss will be 78% of 
1,167 EUR, or 910 EUR per average birth. If the activity rate was lower or the substitution 
rate higher, the loss per birth would be less due to the fact that a lower percentage share 
of fathers would leave a job without substitution.  
 
The total production loss per birth, per week of paternity leave, (910 EUR) is multiplied 
with the number of births and with the total number of weeks with which the paternity 
leave is extended. In the case of Denmark the latter is zero, which means that there will be 
no production loss as a result of the requirements of the proposal. 
 
If there was an extension, for example of one week, the production loss per average birth 
would be 910 EUR. This should then be multiplied with the total number of births to get the 
production loss per year for the whole country.  
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If improvements of the paternity leave scheme led to an increase in the take-up rate, the 
production loss for the increased number of fathers taking leave for the entire two week 
period should be added.  
 
Public expenditure and tax distortion 
The second element in the analysis is the calculation of the public expenditure and the 
costs of tax distortion from the implementation of a changed paternity scheme. The 
rationale behind this cost component is described above. 
 
As the period of leave is unchanged in this case, the public expenditure will only be the 
additional compensation payments over a two week period after the increasing average 
compensation rate from 66% in the baseline, to the 100% of the proposal. Both figures 
include 100% compensation to the public sector employees. The increase in public 
expenditure will be 34% of the average salary per person on paternity leave, or 920 EUR 
per week. This is multiplied with 78%, as only this share of men is active and takes leave. 
The average public expenditure per birth, per week is thus 265 EUR, which shall be 
multiplied with the number of weeks for which the increase is valid, i.e. two weeks. The 
resulting increase in public expenses for increased compensations is 529 EUR, and the 
estimated tax distortion costs over a two week leave are 20% of this (or 106 EUR) which is 
also the total economic cost per birth.  

 
Table 4.2 Tax distortion cost calculation 
Calculation of tax distortion costs per birth in Denmark 
Average wage per month, EUR (l) 3,985 
Average wage per week, EUR (m=l x 12/52) 920 
Compensation rate before (n) 66% 
Existing leave period, weeks (o) 2 
Share of fathers taking leave (f) 78% 
increased comp. existing leave period per week (p= m x 
(1-n)*f) 

265 

Increased length of leave period (100%) 0 
Total increased compensation per birth, 2 weeks (q=o x 
p) 

529 

Tax distortion per birth, 2 weeks, 20% of q 106 
Source: Rambøll Management Consulting 
 
In this case, public expenditures increased only as a result of a higher compensation rate. 
In other cases where the length of the paid paternity leave was increased, the full 
compensation per week must be added for the increased period. Similarly, if the take-up 
rate is supposed to be increased as a result of the changes, the full compensation for all 20 
weeks is added.  
 
Finally, if there is a contribution by the employers, the part concerning private sector 
employees must be deducted from the estimated public expenditure, and the tax distortion 
costs must be reduced correspondingly. 
 
Total economic cost  
The total socio-economic cost from increasing the compensation of the 2 week paternity 
leave from 66% to 100% is 106 EUR per birth. By multiplying this unit cost with the total 
number of births in a given year, the total economic costs are determined. As seen above, 
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the annual unit costs per birth have already taken into account that some are not in the 
labour force, some do not have a job, or will not make use of the paternity leave.  
 
According to Eurostat, the forecasted numbers of children born in Denmark from 2011-
2030 are as follows: 
 
Table 4.3 Forecasted number of births in Denmark 

Source: Eurostat 

Number of births per year, 2011 - 2030 
2011 62,434 2021 63,794 
2012 61,699 2022 64,582 
2013 61,132 2023 65,303 
2014 60,785 2024 65,928 
2015 60,666 2025 66,435 
2016 60,775 2026 66,810 
2017 61,099 2027 67,048 
2018 61,613 2028 67,152 
2019 62,263 2029 67,141 
2020 63,004 2030 67,032 

 
The number of births as defined above (number of fathers and mothers)4 is slightly less, as 
on average 100 children are born by around 98 mothers. This may vary over time and 
across countries, but it has been assumed that this relationship is the same for all ten 
member states considered.  
 
To determine the economic costs per year for the period, the number of children born per 
year from 2011 to 2030 is multiplied with 98% and the economic costs per birth.  
 
The net present value of total costs of the proposed changes in Denmark has been 
determined on the basis of the above calculations and by applying a real discount rate 
(economic interest rate in real terms) of 6% per annum for the period from 2011 to 2030. 
The discount rate, or the social discount rate, attempts to reflect the social view on how 
future benefits and cost should be valued against present ones. It may differ from the 
financial discount rate when the capital market is imperfect (which is always the case in 
reality)5. The European guidelines from 1997 recommended a 5% real discount rate, but 
were open for deviations. As there has been a trend towards higher economic discount 
rates since 1997, a 6% discount rate has thus been applied.  
 
The discount rate is only important to the extent that the profile of costs and benefits 
varies over time among the projects and countries considered. The different profile among 
the ten member states is seen from the forecasted number of births (the number of 
children under the age of one), as illustrated below.  

                                                 
4 Parents with sole custody have not been taken into account.  
5 European Commission, DG Regional Policy, Evaluation Unit (1997): Guide to cost-benefit analysis of investment 
projects 
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Forecasted number of children under the age of one, per member state 2011 - 
2030 

 
Source: Eurostat 
 
The net present value of the economic costs is an expression of the value of the costs 
today. It may be compared to a bank account with a 6% real interest rate and with an 
amount corresponding to the net present value. This would be sufficient to pay the 
estimated annual costs year-by-year during the 20 year period.  
 
The net present value of the economic costs of implementing the proposal in Denmark is 
thus estimated to be EUR 75 million for the 20 year period. This corresponds to an average 
annual cost of EUR 6.5 million. (The NPV of 6.5 million EUR per year over a 20 year period 
is 75 million EUR). The impact on public expenditure has been determined as a net present 
value amounting to EUR 375.4 million. This corresponds to an average annual cost of EUR 
32.7 million.  

4.5. Results of the calculations 

The application of the described methodology and data to all countries provides a long list 
of impact estimates. The result is presented in tables 4.4 and 4.5 below and with further 
details in Annex 3. The key results are the following:  
 

– The total benefit score for each member state as presented chapter 3 and Annex 2 
are shown in the first line of tables 4.4 and 4.5. The interpretation is given in chapter 
3. For each of the member states it indicates to what extent the proposal is good for 
gender equality, child and family health, and for the incentive for women to increase 
their labour force participation. 

 
– Total economic costs per birth are the unit costs for each member state, calculated 

as the sum of ‘production loss’ per birth and tax distortion. This indicator is the best 
for comparing different sized member states. Noteworthy, the costs per birth are 
highest in Germany and the UK.  

 
– Total economic cost per year is the result of the multiplication of the economic costs 

per birth and the average number of births per year in each member state. 
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Table 4.4 Main results of the Impact Assessment: Fully compensated 2 week paternity leave, 0% substitution 
Benefits and costs of full paternity leave of 2 
weeks 

Belgium  Denmark  Estonia  France  Germany  Hungary  Poland  Spain  Sweden  UK  

Benefits  2.8 2.8 0.0 2.8 9.0 1.0 0.0 0.0 2.8 4.2 

Value of production loss per birth 0 0 0 0 1216 106 0 0 0 208 
Tax distortion costs per birth 45 106 0 47 187 12 0 0 67 212 
Total economic cost, EUR pr. birth 45 106 0 47 1,403 177 0 0 67 421 
Total economic costs per year, (mill. EUR) 5 7 0 36 917 16 0 0 7 329 
Income from 1% increase in lmpr (mill. EUR) 1,081 569 29 5,494 7,140 251 953 2,724 925 5,933 
NPV total economic costs as percentage of GDP 0,016% 0,029% 0,000% 0,019% 0,381% 0,169% 0,000% 0,000% 0,025% 0,210% 
Compensation increase per birth 225 529 0 234 0 38 0 0 334 963 
NPV total economic costs, (mill. EUR) 63 75 0 410 10513 180 0 0 85 3769 
NPV employer cost excl. publ.sector empl.(mill. 
EUR) 

0 0 0 0 0 23 0 0 0 617 

NPV: public expenditure (mill. EUR) 313 375 0 2,050 6,991 92 0 0 426 9,516 
 
 
Table 4.5 Results of the Sensitivity Analysis: Impact Assessment: Fully compensated 2 week paternity leave, 30% substitution 
Benefits and costs of full paternity leave of 2 
weeks 

Belgium  Denmark  Estonia  France  Germany  Hungary  Poland  Spain  Sweden  UK  

Benefits  2.8 2.8 0.0 2.8 9.0 1.0 0.0 0.0 2.8 4.2 

Value of production loss per birth 0 0 0 0 851 37 0 0 0 146 
Tax distortion costs per birth 45 106 0 47 187 6 0 0 67 212 
Total economic cost, EUR pr. birth 45 106 0 47 1,038 43 0 0 67 358 
Total economic costs per year, (mill. EUR) 5 7 0 36 678 4 0 0 7 280 
Income from 1% increase in lmpr (mill. EUR) 1,081 569 29 5,494 7,140 251 953 2,724 925 5,933 
NPV total economic costs as percentage of GDP 0.016% 0.029% 0.000% 0.019% 0.282% 0,041% 0.000% 0.000% 0.025% 0.179% 
Compensation increase per birth 225 529 0 234 0 38 0 0 334 963 
NPV total economic costs, (mill. EUR) 63 75 0 410 7,779 44 0 0 85 3,209 
NPV employer cost excl. publ.sector empl.(mill. 
EUR) 

0 0 0 0 0 8 0 0 0 617 

NPV: public expenditure (mill. EUR) 313 375 0 2,050 6,991 31 0 0 426 9,516 
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– Income from a 1% increase in women’s labour force participation rate has been 
determined to illustrate what the possible effect of an improved paternity leave on 
women’s activity rate should be to reach a balance between costs and benefits. This 
amount is independent of substitution rates and all other assumptions regarding the 
paternity leave. In all cases, it is seen that the annual costs are less than 10% of the 
value of a 1% increase in women’s labour force participation. In most cases they are 
considerably lower. However, the possible link between a fully compensated paternity 
leave and the labour force participation of women, as mentioned in chapter 3, is weak 
and the low costs of the paternity leave as compared to the value of increased labour 
force participation should therefore not be taken as a strong argument. 

 
– NPV economic cost is the net present value of total economic costs in real terms over a 

20 year period, determined on the basis of a 6% discount rate. It is an expression of the 
total cost value today of introducing the proposal as suggested. The net present value of 
economic costs varies primarily with the size of the member states, and the highest 
figures are seen in the UK and France. The total economic costs are divided by the GDP of 
each member state to get the NPV as a percentage of GDP. This illustrates the size and 
importance of the costs as compared to the size of the respective economies. The 
percentage share of the national GDP is only 0.2% of GDP, or well below this level in 
most cases. It is also noted that in countries with increasing length of the paternity leave 
(UK, Germany and Hungary), the percentage share is lower, when the substitution is 
high.  

 
– The increased compensation per birth is the total increased compensation to the 

individual father in connection with the proposed changes, determined per birth in the 
country.  

 
– NPV employer cost and NPV public expenditure are the respective net present values of 

costs carried by the employers and the public sector. In a few cases, it is difficult to 
suggest how the funding of improved schemes will be shared; therefore a sensitivity 
analysis is made and presented below. The public sector expenditure is the tax-financed 
costs of the proposals, including the costs of the public sector as an employer. The 
employers’ costs are estimated exclusive of the contributions by the public sector as an 
employer. 

 
The calculations show that the costs per birth and per year vary significantly across countries. 
The member states with a scheme in place at the required level in terms of duration and 
compensation, and member states that can easily adjust to, and achieve, the proposed 
requirements of the proposal, show a zero or a low impact.  
 
The tax distortion reflects a high public expenditure increase, typically resulting from improved 
compensation. The highest tax distortions per birth are seen in the UK and France. This element 
is affected by different assumptions concerning the division of costs between employers and the 
public sector. This is a result of the tax distortion costs resulting from the tax-financed part of 
the funding.  
 
The loss of production value is the dominant economic cost in the member states that need to 
extend the period of paternity leave, whereas the tax distortion part of the cost follows the size 
of compensation as a result of increased compensation rates, resulting in higher take-up rates 
and an extended leave period. The highest loss of production is seen in Germany, where no 
paternity scheme exists today. Only three of the ten member states, Germany, France and 
Hungary will experience a production loss from the proposal.  
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The net present value of economic costs varies primarily with the size of the member states, 
with the highest figures seen in Germany, the UK, and France. The net present value as a share 
of the national GDP indicates the economic costs of introducing the proposed paternity scheme 
in relation to the size of the economies. They are relatively high in Germany (0.4%) and the UK 
(0.2%).  
 
The NPV of costs to the employer varies according to the different funding schemes. Only 
employers in the UK and Hungary are expected to be affected.  

The NPV of public expenditures reflects the amount of total compensations paid by the public 
budgets. These figures are also affected to some extent by the size of the member states; the 
highest public expenditures for the proposed changes to the paternity leave scheme in absolute 
terms are carried by the UK.  

4.6. Sensitivity to changes in substitution 

The calculations have been made on the assumption of a substitution rate of 0% and 30%, and 
as mentioned above, there is a high degree of uncertainty in this parameter. The argument for 
the absent substitution rate in the main calculation is that the paternity leave is very short, and 
in many cases it will therefore not be possible to find another short-term employee as a 
replacement. However, it may still be argued that a replacement by temporary staff will be 
necessary in some jobs, and that even a short break could lead to the direct or indirect transfer 
of activities to competitors. This will not be seen as a substitution at the workplace, but for 
society as a whole, it is.  
 
The consequences of using a substitution rate of 30% instead of 0 are shown in tables 4.4 and 
4.5 above and in Annex 3. The economic costs per birth are shown for the two alternatives in 
the following chart. 
 
Chart 4.1 Sensitivity: Economic costs per birth, 0 and 30% substitution 

  
 
As all other assumptions are the same, only the parts of the results related to the substitution 
have changed. The production loss is lower when the substitution is increased, but the tax 
distortion and compensation expenditures are not affected. This means that the member states 
that will have a production loss in relation to the new paternity scheme, i.e. UK, Germany and 
Hungary that need to introduce or extend periods of paternity leave, would gain from a higher 
substitution rate. For these three member states an even higher substitution rate would further 
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reduce the economic costs of implementing the proposal, and as mentioned the uncertainty is 
considerable regarding this parameter.  

4.7. Sensitivity to changes in the funding of expenses 

The NPV of costs to the employer varies according to the different funding schemes, and they 
are only relevant for the UK and Hungary. This figure is somewhat uncertain as some social 
security funds are very close to the public sector and the contributions are often very similar to 
a tax payment. However, in the calculations such funds are considered as paid by the employer, 
with the exception of the parts paid by employees or from other public budgets.  

In some cases, the pattern of funding and the extent to which the costs of an improved scheme 
will actually be tax-financed is uncertain. This is the case in Belgium and Denmark. In the first 
calculation, it has been assumed that all extra costs for compensation will be tax- financed in 
those two member states. By changing this assumption, the resulting tax distortion and hence 
the economic costs will be affected. 

 
Table 4.6: Sensitivity analysis: Funding from taxes or employers 
 Belgium Denmark 
 Tax-

financed 
Employer
-financed 

Tax-
financed 

Employer
-financed 

Total economic cost, EUR pr. Mother 45 0 106 0 
Total economic costs per year, (mill. 
EUR) 

5 0 7 0 

Income from 1% increase in lmpr (mill. 
EUR) 

1,081 1,081 659 659 

Annual econ. costs as percentage of GDP 0.016% 0.000% 0.029% 0.000% 
Compensation increase per birth 225 225 529 529 
NPV total economic costs, (mill. EUR) 63 0 75 0 
NPV employer cost excl. publ.sector 
empl.(mill. EUR) 

0 313 0 375 

NPV: public expenditure (mill. EUR) 313 0 375 0 
 
Economic costs are reduced to zero in both cases by placing the burden on the employers. As 
there is no extension of the paternity leave in either of the two examples, there are no 
economic costs from production losses. Furthermore, since both member states pay full 
compensation to their public employees, there are no additional public expenditure and 
resulting tax distortion costs. The possible dynamics of the increasing costs of labour however, 
have not been taken into account. 

5. CONCLUSIONS 

The costs of the proposal vary considerably between member states, both in absolute figures 
and in economic costs per birth. This is a natural occurrence as long as the current status of the 
paternity leave schemes differ in the various countries. 
 
For three member states, Estonia, Poland, and Spain, the proposals will not have any economic 
consequences as they already meet the required 2 week, fully compensated paternity leave.  
 
Germany on the other hand will carry the largest economic costs. They will include both 
production loss from the introduction of a paternity leave scheme and tax distortion costs from 
the tax financed compensations. The same picture is seen in Hungary and the UK. For these 
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member states, a high substitution rate will considerably reduce the production losses and the 
economic costs.  
 
The remaining four member states, Belgium, Denmark, France and Sweden will not experience 
any production losses, but increased public expenditures and hence tax distortion costs will 
result from the increased compensation rates.  
 
The benefits have not been quantified in monetary terms. Scores have been given in chapter 3 
to the various aspects of the qualitative benefits expected to be affected as a consequence of 
the implementation of the proposal in the various member states. The calculations showed that 
the implementation of the proposal will provide the highest benefits in Germany, where there is 
no paternity leave today, and in the UK, where the compensation rate is low. Member states 
with higher compensation rates (Belgium, Denmark, France and Sweden) will not benefit as 
much from the proposal.  
 
The highest benefit scores are to be found in the member states with the highest economic 
costs per birth. This may be a sign that the resources to be spent on the proposal will be 
reflected in the resulting benefits. 
 
The possible impact of the proposal on women’s labour force participation is questionable, in 
particular when the short period of the paternity leave is taken into consideration, but an 
alternative comparison of costs and such potential benefits may be done by comparing the 
annual economic costs with the income from a 1% increase in the labour force participation rate 
of women. This potential benefit, which is given as an annual income, i.e. for only one year, is 
relatively large compared to the annual economic costs of public expenditures. This means that 
only a very minor impact would be required to cover the costs of the proposal. E.g. in the UK 
where the annual costs are estimated at 280 million EUR, the economic value of 1% increase in 
the labour force participation is 7,400 million EUR. This means that if the proposal leads to a 
0.04% increase in the labour force participation of women, the economic costs would be 
covered. However, it is important to stress that we have no evidence or reason to assume that 
this impact, even if it is very low, would be possible to achieve.  
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ANNEX 1: STATISTICAL DATA 
 
The calculations are mainly based on data from three sources:  
 

1. Updated statistical data from Eurostat; 
2. Information and data collected from the 2008 report; 
3. Information and data collected through telephone interviews with resource persons from 

all 10 member states;  
4. Contributions forwarded by the Policy Departments of member states. 

 
Latest updates of Eurostat data were applied when possible, which is in line with the 2008 
report. Eurostat data was used from the most recent available year. Data from different years 
have been used for different datasets, but not within the same data sample. For example, for 
monthly labour costs, the most recent available data for all countries was 2007 (even though 
some countries had published 2008 data, only 2007 data was used to ensure that results could 
be compared across countries). For the activity rates and unemployment figures, 2009 data has 
been used.  
 
The main data from Eurostat is presented below: 
 
Labour costs:  
Monthly labour costs, EUR   2007 Gender pay gap 
Belgium 4,171 9.0 
Denmark 4,659 17.1 
Estonia 1,006 30.3 
France 3,983 19.2 
Germany 3,892 23.2 
Hungary 1,055 17.5 
Poland 997 9.8 
Spain 2,280 17.1 
Sweden 4,677 17.1 
United Kingdom 4,298 21.4 
Source: Eurostat 
 
Labour market activity rates 
Labour force participation rates (25 to 54 years), pct. 2009  
 Females Males 
Belgium  79.2 91.8 
Denmark  87.0 92.4 
Estonia  83.9 91.9 
France  83.6 94.4 
Germany  82.5 93.4 
Hungary  73.6 86.9 
Poland  77.5 89.4 
Spain  76.7 92.3 
Sweden  87.1 92.8 
United Kingdom  78.7 91.7 
Source: Eurostat  
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Unemployment rates, males 
Unemployment rate (25 to 54 years) – Males 
Pct. 2009 
Belgium  6.1 
Denmark  5.2 
Estonia  14.5 
France  6.8 
Germany 7.2 
Hungary  8 
Poland  5.7 
Spain  15 
Sweden  5.9 
United Kingdom  6 
Source: Eurostat 
 
Wages as percent of labour costs 
Total wages and salaries as pct. share of total labour costs   2007 
Belgium 68.7 
Denmark 85.5 
Estonia 73.6 
France 67.2 
Germany 76.7 
Hungary 71.1 
Poland - 
Spain 73.3 
Sweden 66.2 
United Kingdom 80.5 
Source: Eurostat 
 
Average monthly wages 
Monthly average wages, gender gap adjusted, EUR per month, 2007 
 Men Women 
Belgium 2,994 2,737 
Denmark 4,326 3,644 
Estonia 853 629 
France 2,934 2,420 
Germany 3,331 2,639 
Hungary 816 685 
Poland 776 704 
Spain 1,814 1,528 
Sweden 3,360 2,831 
United Kingdom 3,830 3,090 
Sources: Poland: Central Statistical Agency, Poland, 2008.  
Other member states: Own calculations on the basis of data from Eurostat. 
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GDP at market prices 
Gross domestic product at market prices, millions of EUR, 2009 
Belgium      337,088 
Denmark      222,731 
Estonia      13,729 
France      1,906,036 
Germany      2,407,699 
Hungary      92,780 
Poland      309,407 
Spain      1,050,540 
Sweden      292,138 
United Kingdom      1,564,410 
Source: Eurostat 
 
Total number of children at the age of 0 

 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 
Belgium  121,500 121,990 122,472 122,953 123,435 123,9

34 
124,445 124,942 125,354 125,616 

Denmark  62,434 61,699 61,132 60,785 60,666 60,77 61,099 61,613 62,263 63,004 
Estonia  15,074 15,105 15,087 15,031 14,930 14,78 14,580 14,331 14,037 13,706 
France  790,152 788,576 787,433 786,405 785,448 784,4 783,472 782,393 781,016 779,436 
Germany  665,610 665,953 667,304 669,305 671,635 673,8 675,825 677,208 677,703 677,206 
Hungary  98,981 97,982 96,898 95,698 94,476 93,23 91,992 90,801 89,731 88,703 
Poland  382,490 383,797 383,715 382,150 379,161 374,8 369,492 363,176 356,068 348,323 
Spain  511,853 510,860 508,060 503,594 497,700 490,7 482,994 474,944 466,911 459,194 
Sweden  108,261 108,855 109,663 110,646 111,764 112,9 114,200 115,408 116,527 117,463 
UK  761,054 766,708 773,186 780,161 787,477 794,8 801,967 808,248 813,364 817,131 
           
 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

Belgium  125,690 125,567 125,295 124,936 124,539 124,1 123,783 123,487 123,254 123,093 
Denmark  63,794 64,582 65,303 65,928 66,435 66,81 67,048 67,152 67,141 67,032 
Estonia  13,345 12,975 12,609 12,262 11,936 11,64 11,411 11,210 11,057 10,951 
France  777,613 775,677 773,780 772,076 770,863 770,3 770,608 771,645 773,392 775,663 
Germany  675,636 672,993 669,333 664,833 659,813 654,4 648,869 643,300 637,846 632,532 
Hungary  87,618 86,507 85,350 84,171 82,998 81,85 80,752 79,699 78,792 77,989 
Poland  340,128 331,564 322,814 314,098 305,543 297,3 289,683 282,690 276,447 270,994 
Spain  452,003 445,493 439,731 434,754 430,583 427,2 424,810 423,275 422,637 422,877 
Sweden  118,157 118,521 118,504 118,092 117,288 116,1 114,840 113,397 111,981 110,730 
UK  819,550 820,696 820,655 819,602 817,739 815,2 812,198 808,883 805,439 802,118 

Source: Eurostat
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ANNEX 2: SCORING OF BENEFITS 
 

 Gender 
equality 
at work 

Gender 
equality 

at 
home 

Child 
development 

/ health 

Parents’ 
health 

Fertility Impact 
on 

women’s 
LFPR 

Total 

Belgium 1.2 0.4 0.8 0.0 0.0 0.4 2.8 
Denmark 1.2 0.4 0.8 0.0 0.0 0.4 2.8 
Estonia 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
France 1.2 0.4 0.8 0.0 0.0 0.4 2.8 
Germany 3.0 1.0 2.0 2.0 0.0 1.,0 9.0 
Hungary 0.0 0.0 0.0 1.0 0.0 0.0 1.0 
Poland 0.0 0.0 0.0 0.0 0.,0 0.0 0.0 
Spain 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Sweden 1.2 0.4 0.8 0.0 0.0 0.4 2.8 
UK 1.8 0.6 1.2 0.0 0.0 0.6 4.2 
10 
member 
states, 
average 

1.0 0.3 0.6 0.3 0.0 0.3 2.5 

Source: Assumptions are described in chapter 3 
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ANNEX 3: QUANTITATIVE IMPACT ESTIMATION 

Table A.2.1 Results of Impact Assessment: Fully compensated 2 week paternity leave, 0% substitution 
Full paternity leave 2 weeks Belgium Denmark Estonia France Germany Hungary Poland Spain Sweden UK 

Labour costs/week 1,005.88 1,167.03 267.38 1,007.47 1,002.34 264.86 241.33 571.09 1,171.59 1,097.87 
Average wage/week 691.04 998.28 196.84 677.12 768.79 188.32 179.14 418.61 775.36 883.90 
Existing leave period (average) 2 2 2 2 0 1 2 2 2 2 
Leave extensions, weeks 0 0 0 0 2 1 0 0 0 0 
Activity rate 91.8% 92.4% 91.9% 94.4% 93.4% 86.9% 89.4% 92.3% 92.8% 91.7% 
Employment rate 93.9% 94.8% 85.5% 93.2% 92.8% 92.0% 94.3% 85.0% 94.1% 94.0% 
Take-up rate, present 70.0% 89.0% 50.0% 70.0% 0.0% 50.0% 50.0% 56.0% 90.0% 79.0% 
Take-up rate, expected 70.0% 89.0% 50.0% 70.0% 70.0% 50.0% 50.0% 56.0% 90.0% 90.0% 
Substitution rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
Average compensation rate, present 73.0% 66.0% 100.0% 72.0% 50.0% 100.0% 100.0% 100.0% 72.6% 20.0% 
Production loss per birth/week 606.95 909.81 105.05 620.47 0.00 105.88 101.72 250.91 920.78 747.61 
Production loss from increased leave period/birth 0.00 0.00 0.00 0.00 0.00 105.88 0.00 0.00 0.00 0.00 
Production loss from higher take-up rate/birth 0.00 0.00 0.00 0.00 1,216.29 0.00 0.00 0.00 0.00 208.20 
Percentage of increase paid by employers 0% 0% 100% 0% 0% 32% 47% 0% 0% 7% 
Tax distortion, 20%, EUR/birth 45.03 105.84 0.00 46.71 186.58 12.07 0.00 0.00 66.79 212.36 

Total economic cost, EUR per birth 45 106 0 47 1,403 118 0 0 67 421 
Total economic costs per year, (mill. EUR) 5 7 0 36 917 10 0 0 7 329 
Income from 1% increase in lmpr (mill. 
EUR)(mill. EUR) 

1,081 569 29 5,494 7,140 251 953 2,724 925 5,933 

NPV total economic costs as percentage of GDP 0.016% 0.029% 0.000% 0.019% 0.381% 0.113% 0.000% 0.000% 0.025% 0.210% 
Compensation increase per birth 225 529 0 234 0 75 0 0 334 963 
NPV total economic costs, (mill. EUR) 63 75 0 410 10,513 120 0 0 85 3769 
NPV employer cost excl. publ.sector empl.(mill. 
EUR)(mill. EUR) 

0 0 0 0 0 15 0 0 0 617 

NPV: public expenditure (mill. EUR)(mill. EUR) 313 375 0 2,050 6,991 61 0 0 426 9,516 

Benefit score  2.8 2.8 0.0 2.8 9.0 1.0 0.0 0.0 2.8 4.2 
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Table A.2.1 Results of Impact Assessment: Fully compensated 2 week paternity leave, Sensitivity analysis: 30% substitution rate 

Full paternity leave 2 weeks Belgium Denmar
k 

Estonia France German
y 

Hungary Poland Spain Sweden UK 

Labour costs/week 1,005.8
8 

1,167.0
3 

267.38 1,007.4
7 

1,002.3
4 

264.86 241.33 571.09 1,171.5
9 

1,097.8
7 

Average wage/week 691.04 998.28 196.84 677.12 768.79 188.32 179.14 418.61 775.36 883.90 
Existing leave period (average) 2 2 2 2 0 1 2 2 2 2 
Leave extensions, weeks 0 0 0 0 2 1 0 0 0 0 
Activity rate 91.8% 92.4% 91.9% 94.4% 93.4% 86.9% 89.4% 92.3% 92.8% 91.7% 
Employment rate 93.9% 94.8% 85.5% 93.2% 92.8% 92.0% 94.3% 85.0% 94.1% 94.0% 
Take-up rate, present 70.0% 89.0% 50.0% 70.0% 0.0% 50.0% 50.0% 56.0% 90.0% 79.0% 
Take-up rate, expected 70.0% 89.0% 50.0% 70.0% 70.0% 50.0% 50.0% 56.0% 90.0% 90.0% 
Substitution rate 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 
Average compensation rate, present 73.0% 66.0% 100.0% 72.0% 50.0% 100.0% 100.0% 100.0% 72.6% 20.0% 
Production loss per birth/week 424.86 636.87 73.53 434.33 0.00 74.11 71.21 175.64 644.55 523.33 
Production loss from increased leave 
period/birth 

0.00 0.00 0.00 0.00 0.00 74.11 0.00 0.00 0.00 0.00 

Production loss from higher take-up rate/birth 0.00 0.00 0.00 0.00 851.40 0.00 0.00 0.00 0.00 145.74 
Percentage of increase paid by employers 0% 0% 100% 0% 0% 32% 47% 0% 0% 7% 
Tax distortion, 20%, EUR/birth 45.03 105.84 0.00 46.71 186.58 12.07 0.00 0.00 66.79 212.36 

Total economic cost, EUR pr. birth 45 106 0 47 1,038 86 0 0 67 358 
Total economic costs per year, (mill. EUR) 5 7 0 36 678 8 0 0 7 280 
Income from 1% increase in lmpr (mill. 
EUR) 

1,081 569 29 5,494 7,140 251 953 2,724 925 5,933 

NPV total economic costs as percentage of 
GDP 

0.016
% 

0.029
% 

0.000
% 

0.019
% 

0.282
% 

0.082
% 

0.000
% 

0.000
% 

0.025
% 

0.179
% 

Compensation increase per birth 225 529 0 234 0 75 0 0 334 963 
NPV total economic costs, (mill. EUR) 63 75 0 410 7,779 88 0 0 85 3,209 
NPV employer cost excl. publ.sector 
empl.(mill. EUR) 

0 0 0 0 0 15 0 0 0 617 

NPV: public expenditure (mill. EUR) 313 375 0 2,050 6,991 61 0 0 426 9,516 

Benefit score  2.8 2.8 0.0 2.8 9.0 1.0 0.0 0.0 2.8 4.2 
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ANNEX 4: SOURCES OF INFORMATION  
 
Main sources of information 

Belgium 
Rodrigo Ruz Torres, Direction RDQ/INAMI. 
Telephone: +32(0)2739 7792 
 
Denmark 
Vibeke Møller Mikkelstrup Juridisk, Arbejdsretlig og Internationalt Center, 
Beskæftigelsesministeriet. 
Telephone: +45 7220 5089. E-mail: vim @ bm.dk 

Danish Pension Board, Pensionsstyrelsen.  
Telephone: 33 95 50 00 

Estonia 
Linda Sassion, Estonian Health Insurance Fund. (Maternity) 
Telephone: +372 640 8321 

Monica Toiter, Social Insurance Board. (Paternity)  
Telephone +372 640 8171 

France 
Céline Lamy, Direction de la Strategie, des Etudes et des Statistiques. 
Telephone: + 33 1 7260 1896 
http://vosdroits.service-public.fr/F207.xhtml  
June 2010 

Germany 
Main sources: 

Dr. Marcus Tamm 
Rheinisch-Westfälisches Institut für Wirtschaftsforschung RWI,  
Hohenzollernstraße 1-3, 45128 Essen 

Dr. Jochen Kluve 
Rheinisch-Westfälisches Institut für Wirtschaftsforschung RWI  
Büro Berlin, Hessische Straße 10, 10115 Berlin 

Spain 
Cecilia Payno de Orive,  
Coordinadora de Área,  
Oficina de Relaciones Internacionales, Ministerio de Igualdad, Alcalá, 37. 
Telephone: +34 91 524 32 44 

Dr. Anna Escobedo,  
Department of Sociology and Organisational Analysis, Faculty of Economics and Business, 
Universitat de Barcelona, Avda. Diagonal 690, Torre 4 Office 4117,  
ES- 08034 Barcelona 
Telephone: + 34-93-402 1802-- Fax 34-93-402 1801,  
www.ub.edu  
E-mail: anna.escobedo @ ub.edu 
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Hungary 
Marta Korintus, Institute for Social Policy and Labour 
Telephone: + 36 1237 6700 / +36 06 20 25 05 610 

Poland 
Robert Wojcik, Ministry of Labour & Social Policy 
Telephone: +48 22 66 11 714,  
E-mail: robert.wojcik @ mpips.gov.pl 
http://www.eurofound.europa.eu/eiro/2009/02/articles/pl0902029i.htm 

Sweden 
Försäkringskassan (Social Insurance Agency),  
Sten Olsson, Försäkringsutveckling,  
verksamhetsområde, Informationsförsörjning, statistisk analys.  
Telephone: 010-11 692 41, 073-0745719  
E-post: sten.olsson @ forsakringskassan.se 

Swedish Social Insurance Agency (2010): Förälder,  
URL: http://www.forsakringskassan.se/privatpers/foralder. 

UK 
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expecti
n gorbringingupchildren/DG_10018741 
 
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expecti
n gorbringingupchildren/DG_10018750 
 

Studies: 

– Employment Relations Research Series No. 102: International Review of Leave Policies 
and Related Research 2009 

– Anna Escobedo (2010): Spain. To be published in Moss P. and Kocourkova, J. (eds): 
International Review of Leave Policies and Related Research 2010. Employment relations 
Research Series, Department for Business Enterprise and Regulatory Reform, UK 

– European Commission, DG Employment, Social Affairs and Equal Opportunities (2008): 
Study on the costs and benefits of options to improve provisions for the reconciliation of 
work, private and family life, June 2008 (Prepared by Cowi and Idea Consult) 

– LO, Denmark (2008): Barselsovrlov, Rettigheder og pligter. 

– Anna Siporska, editor (2009): Social Institutions in Poland: Information, facts. 
International Co-operation Department, Social Insurance Institution, Warsaw. 

– Swedish Social Insurance Agency (2010), Socialförsäkringsrapport 2010:5: 
Jämställdhetsbonusen – en effektutvärdering. 

– Olivier Thévenon, CESifo Conference on Fertility and Public Policy, 2008: Does Fertility 
Respond to Work and Family-life Reconciliation Policies in France? 

 

http://www.eurofound.europa.eu/eiro/2009/02/articles/pl0902029i.htm
http://www.forsakringskassan.se/privatpers/foralder
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expectin%20gorbringingupchildren/DG_10018741
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expectin%20gorbringingupchildren/DG_10018741
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expectin%20gorbringingupchildren/DG_10018750
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Expectin%20gorbringingupchildren/DG_10018750
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