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Foreword

The EU member states have agreed on a reform of the common fiscal rules in the
EU, which came into force on April 30, 2024. These rules are intended to ensure
that the fiscal policy fosters a sound and stable economic development in individual
countries and in the EU as a whole, for the benefit of growth and employment.
This includes contributing to low public interest rates and preventing debt crises.
Furthermore, the reform also aims to promote an appropriate fiscal policy through-
out the business cycle, allowing automatic stabilizers to function fully, bringing high
debt ratios onto a credible downward path, and creating a better alignment between
fiscal consolidation needs, reforms, and public investment needs, for example, in
relation to the green transition, digitalization, or infrastructure.

The requirements in the Treaty on European Union that public deficits should not
exceed 3 percent of GDP and EMU debt not exceed 60 percent of GDP (or alter-
natively move towards 60 percent of GDP at an appropriate pace) have not been
changed. If 2 member state does not meet these requirements, an adjustment of
public finances must take place within an adjustment period of four years, which
can be extended to seven years if the country commits to implementing structural
reforms or public investments that can enhance growth and strengthen fiscal sus-
tainability, along with other criteria. The monitoring of whether countries follow
their adjustment requirements will henceforth primarily be conducted via the new
so-called net expenditure indicator, which measures the growth in public expendi-
tures, adjusted for new tax measures, and simultaneously corrects for cyclical fluctu-
ations in unemployment-related income transfers, temporary factors, etc.

Denmark is characterized by having a sound economy with sustainable public fi-
nances that comply with both the debt and deficit criteria of the EU's Stability and
Growth Pact. The central medium-term fiscal policy target in Denmark will con-
tinue to be the public sector structural balance.

With the reform, the previous Convergence Programs and National Reform Pro-
grams are replaced by the new medium-term Fiscal and Structural Policy Plan,
which, as a rule, are to be presented every four years. Annual status reports will be
presented in the intervening years. With this publication, the government presents
the first edition of the National Fiscal and Structural Policy Plan.

The publication outlines the economic framework for the Danish economy towards
2030. The trajectory remains unchanged compared to the economic outlook in the
Economic Survey of August 2024 and the Ministry of Finance's latest medium-term
projection, Updated 2030-projection, August 2024. Additionally, it describes both im-
plemented and upcoming reforms and initiatives that contribute to fulfilling the
EU's common priorities and the country-specific recommendations to Denmark.
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1. Introduction

The Danish economy is in a favourable position with high employment, high
productivity, and sound public finances. In recent years, economic developments in
Denmark, as in the rest of the EU, have been characterized by significant fluctua-
tions. After the COVID-19 pandemic, there was a rapid economic recovery, which
in Denmark was stronger than in the EU as a whole. Subsequently, inflation rose
sharply both in Denmark and the EU, mainly due to significantly increasing energy
prices and other factors in the international economy. However, since the end of
2022, inflation has decreased. This decline is attributed to both a reversal of previ-
ous shocks and a tighter monetary policy — and domestically supported by fiscal
tightening — which has dampened demand pressures. In Denmark, inflation has
thus been at a normal level for almost a year.

Simultaneously, as inflation has normalized, employment and GDP have continued
to rise, while unemployment has remained low. The growth in Danish GDP has
been supported by strong growth in the pharmaceutical industry, which plays a
large role in Danish industrial production and has also contributed to continued
productivity growth. Outside the pharmaceutical industry, productivity growth has
been weaker, which is a typical pattern in the later stages of an economic boom
with strong employment growth. The progress in employment has been remarkably
strong considering the declining domestic demand in recent years. Notably, em-
ployment of international labour has increased.

The favourable economic situation in Denmark has also impacted public finances.
In recent years, there have been significant public surpluses due to both the eco-
nomic upturn and underlying structural surpluses.

In the coming years, the capacity pressure is expected to decrease, including the
level of actual employment, which is anticipated to contribute to a recovery in
productivity growth outside the pharmaceutical industry. At the same time, struc-
tural employment is estimated to see only modest progress towards 2030, following
a period of very high growth in the labour force. This should be viewed in light of
the demographic trend, which points to a declining workforce as larger cohorts exit
the labour market and are replaced by smaller cohorts. The number of people aged
15 to 67 is expected to decrease by over 30,000 from 2025 to 2030. This includes
that the net inflow of international labour is expected to moderate from a very high
level in recent years.

On the other hand, implemented reforms contribute to an increase in the structural
labour force. During the term of this government, reforms and initiatives have been
implemented that collectively increase the labour supply by 29,500 full-time equiva-
lents by 2030. The government aims to increase the labour supply by a total of
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45,000 full-time equivalents in 2030 through new initiatives. In addition, the effects
of raising the minimum age for two early retirement schemes in 2027 and the gen-
eral pension age in 2030 will also contribute to increasing the labour supply.

Additionally, the government has implemented a series of reforms and initiatives
aimed at improving the educational landscape. For instance, a reform of higher ed-
ucation has been agreed upon. The reform aims to strengthen the connection be-
tween university programs and the labour market, while also freeing up funds for
investments in vocational and welfare education. Furthermore, the government has
introduced several reforms designed to ensure better conditions for businesses and
entrepreneurs.

Simultaneously, the government has prioritized Danish defence and security as well
as the green transition. With the agreed increases in defence spending and allocated
funds for military support to Ukraine, Denmark’s total expenditure on defence and
security will amount to at least 2 percent of GDP from 2023 onwards.

In 2020, Denmark enacted the Climate Act, which commits the government to re-
ducing greenhouse gas emissions by 70 percent compared to 1990 levels by 2030.
Additionally, the government aims to achieve climate neutrality by 2045. A central
element of this transition is the green tax reform, enacted in 2022, which introduces
harmonized CO2e taxes for the industrial sector and invests in the green transition.
Most recently, the government has entered into a tripartite agreement with agricul-
tural organizations, environmental organizations, and the industrial sector on a
long-term transformation of Danish food and agricultural production. This agree-
ment includes a historic restructuring of Danish area use and contributes to achiev-
ing Denmark’s national climate target for 2030, including the introduction of a
CO2e tax on livestock production.

Parts of the implemented measures are supported by the European Recovery and
Resilience Facility and the Danish Recovery and Resilience Plan, which was ap-
proved by the Council on July 13, 2021. The Recovery and Resilience Plan includes
initiatives totalling approximately DKK 13 bn. (approx. EUR 1,75 bn.) and pro-
vides funding for, among other things, investments in digitalization and several of
the implemented green agreements. The implementation of the Danish Recovery
and Resilience Plan has begun and is proceeding as scheduled. Overall, Denmark's
Recovery and Resilience Plan comprises 93 objectives and milestones.

The structure of Denmark's Fiscal and Structural Policy Plan 2024 is as follows:

e Chapter 2 outlines the overall macroeconomic and budgetary projection for
Denmark and the objectives underpinning the design of fiscal policy towards
2030. The projection is based on the economic outlook in Economic Survey, Au-
gust 2024 and Updated 2030-projection, August 2024.



Page 9 of 57

e Chapter 3 addresses reforms and measures related to the EU's common prioti-
ties or the European Commission's country-specific recommendations for Den-
mark for the period 2019-2024, as well as measures funded by the Recovery and
Resilience Fund or the EU's structural funds.

e Appendix A presents key economic indicators and assumptions in the projec-
tion.

The Minister of Finance presents Denmark’s Fiscal and Structural Policy Plan 2024
to the Finance Committee of the Danish Parliament. Additionally, the Danish me-
dium-term plans are subject to ongoing political and public debate, and specific leg-
islative proposals for reforms, etc., are submitted for consultation with relevant
stakeholders, including civil society organizations and labour market partners,
where relevant. The Economic Councils continuously monitor compliance with fis-
cal targets and assess the sustainability of fiscal policy, as well as economic policy
more generally.
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2. Economic Outlook

Denmark's public finances are robust both from a historical and an international
perspective. In 2023, the surplus on the actual public balance amounted to DKK
92.7 bn. (approx. EUR 12.5 bn.), equivalent to approximately 3.3 per cent of GDP,
and the public financial net wealth was above 20 per cent of GDP.

The public surpluses reflect both that the Danish economy is in a favourable eco-
nomic situation with high activity and high employment, but also that an underlying
structural surplus has been built up over several years. The strong economic situa-
tion in Denmark is also evidenced by the fact that employment is currently assessed
to be above its structural level. However, the pressure on the labour market has de-
creased since its peak in 2022 and is expected to diminish further in the coming
years.

In 2022 and 2023, characterized by high inflation and significant capacity pressure,
fiscal policy has been tightened. As capacity pressure has decreased and is expected
to continue to ease, there is room for a reduction in the level of fiscal tightness, and
public surpluses are anticipated to decrease. The overall plan is for a gradual adjust-
ment towatrds the government's medium-term target for the structural balance of -
0.5 per cent of GDP by 2030.

2.1 Macroeconomic and Budgetary Projection

The current projection follows the economic outlook presented in Economic Survey,
August 2024 and the Updated 2030-projection, August 2024. The projection assumes a
gradual normalization of the cyclical conditions by 2029. This is reflected in the
output gap, which is expected to gradually narrow and become neutral from 2029
onwards, ¢. figure 2.1. From 2029 onwards, the economy is assumed to follow the
estimated structural levels, ¢f figure 2.2.

As the output gap narrows, actual employment is expected to decline modestly,
while structural employment is expected to increase modest rate. The moderate
growth in structural employment reflects, in part, the demographic trend of large
cohortts leaving the labour market and being replaced by smaller cohorts, which, in
isolation, leads to a shrinking workforce. However, this decline in the labour force
is offset by net immigration (although it is expected to decrease) and by imple-
mented structural reforms, including increasing the minimum age for eatly retire-
ment schemes in 2027 and the general pension age in 2030. Additionally, during
this government’s term, reforms and measures have been introduced that collec-
tively increase the labour supply by 29,500 full-time equivalents by 2030.



Figure 2.1 Figure 2.2
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Note:  The fully drawn and dashed vertical lines represent the last year covered by data and the last year
of the Economic Survey, August 2024 forecast, respectively. The output gap indicates how far
production (GDP) is estimated to be from the structural level. Employment figures are reported
excluding individuals on temporary leave.

Soutce:  Updated 2030-projection, August 2024 and own calculations.

As capacity pressure in the economy is assumed to normalize, fiscal policy is
planned to be gradually eased from its current tight level. This will allow for the ac-
commodation of important societal priorities and support a smooth landing in the
coming years. From 2026 through to 2030, further gradual easing of fiscal policy is
planned, reflecting the government’s goal of achieving a structural balance of -0.5
per cent of GDP by 2030, ¢f. table 2.1.

EMU-debt is projected to rise somewhat towards 2030 but will remain at a low
level. This increase should be viewed in the context of EMU debt being a gross
measure, ¢f- section 2.3. In contrast, the public net position is expected to remain
roughly unchanged, with financial net wealth projected to shift from approximately
21%2 per cent of GDP in 2024 to about 214 per cent of GDP in 2030.
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Table 2.1
Key economic indicators for the economic projection

2023 2024 2025 2026 2027 2028 2029 2030

Annual growth, per cent

Potential real GDP 3.0 21 26 1.2 1.3 0.9 1.1 1.4
GDP-deflator -3.8 2.0 1.7 26 2.0 1.9 1.9 2.0
Per cent of GDP

Actual balance 3.3 1.9 1.0 0.4 0.3 -0.1 -0.5 -0.5
Structural balance 1.1 0.6 0.2 -0.1 -0.2 -0.3 -0.5 -0.5
Structural primary balance 0.5 0.0 -0.4 -0.8 -0.8 -0.8 -0.9 -0.8
EMU-debt 33.6 328 31.4 327 33.9 35.6 374 38.8
— annual change -0.4 -0.9 -1.3 1.2 1.3 1.7 1.8 1.4
Financial net wealth 20.4 21.5 21.6 21.9 22.2 221 21.6 211

Source:  Updated 2030-projection, August 2024 and own calculations.

2.2 Objectives for Economic Policy

Denmark has a tradition of pursuing economic policies that contribute to a stable
economic development, both in the short and long term. Medium-term plans are a
crucial tool in designing fiscal policy, as they help strengthen the foundation for
growth and employment by identifying challenges to the Danish economy at an
early stage.

In line with this, the government has outlined an ambitious reform direction with
the government platform Responsibility for Denmark (December 2022) and the me-
dium-term plan DK2030 — Denmark Equipped for the Future November 2023). This
includes a target of increasing structural employment by 45,000 full-time equiva-
lents by 2030. Increased structural employment is required to enhance public wel-
fare, strengthen defence, achieve the green transition, and underpin continued
growth for Danish businesses.

Without reforms, growth in structural employment measured in full-time equiva-
lents would decline, partly due to demographic trends. However, with the govern-
ment's target, employment growth is expected to remain at levels comparable to
those of recent decades, ¢f. figure 2.3.



Figure 2.3
Growth in strutural employment is sustained by new reforms
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Note:  The analysis shows the development in structural employment measured in full-time equivalents,

adjusted for temporary fluctuations using a Hodrick-Prescott filter. This calculation differs from
figure 2.2, where employment is measured in persons.

Source:  Updated 2030-projection, August 2024 and own calculations.

A number of the government’s objectives and benchmarks for fiscal policy leading
up to 2030 are outlined in box 2.1.

Box 2.1
Fiscal objectives and benchmarks towards 2030

The government will plan economic policy leading towards 2030 within the framework of the fixed exchange rate
policy, the EU Stability and Growth Pact, the Danish Budget Law, and taking into account the Welfare Agree-
ment of 2006. Throughout this period leading up to 2030, public debt must maintain a broad safety margin rela-
tive to the EU’s threshold for EMU debt of 60 percent of GDP.

Fiscal policy will be managed to ensure fiscal sustainability, with a balance target of -0.5 per cent by 2030. At the
same time, it must be aligned with the business cycle to mitigate cyclical fluctuations.

The government will make political decisions during this term to increase structural employment by 45,000 full-
time equivalents by 2030, with already agreed reforms estimated to raise structural employment by 29,500 full-
time equivalents by 2030.

The government will prioritize citizen-oriented public services each year, ensuring that funding adjusts in re-
sponse to changes in the demographic composition, including the increasing number of the elderly. Additionally,
the government will strengthen public services through a comprehensive deregulation of the public sector.

The government aims to reduce Danish taxes overall. This will be based on a tax freeze principle: if the govern-
ment decides to raise taxes, other taxes will be correspondingly reduced, ensuring that the total tax revenue
does not increase. Tobacco and nicotine taxes are exempt from this principle. Under the Agreement on Personal
Income Tax Reform (December 2023), personal income taxes will be reduced by DKK 10% billion (approx. EUR
1.5 bn.) (2023 level) with a gradual phase-in starting in 2025.

The government will bolster Danish defence to build defence capacity, while ensuring that defence and security
expenditures constitute at least 2 per cent of GDP.
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Structural Balance

The structural balance is a calculated measure of the underlying position of public
finances given the current fiscal policy. Unlike the actual balance, the structural bal-
ance is adjusted for the effects of economic fluctuations and other temporary fac-
tors, providing a more robust indicator of the underlying fiscal position.

The structural public balance plays a central role in fiscal planning in Denmark. The
medium-term plans address the overall goals and priorities of fiscal policy, includ-
ing the medium-term target for the structural balance. Danish fiscal policy is
planned within the framework of the Danish Budget Law — which includes a deficit
limit for the structural balance of 1 per cent of GDP and legally mandated four-year
expenditure ceilings for the state, municipalities, and regions — as well as the re-
quirements of EU fiscal rules. The reform of EU fiscal rules does not alter the fact
that fiscal planning in Denmark continues to be based on the structural balance as
calculated by the Ministry of Finance, within the framework of the Budget Law, ¢f.
Economic Survey, May 2024, Box 8.3.

Overall, fiscal policy is planned based on the government's medium-term target for
the structural balance of -0.5 per cent of GDP by 2030. This target is consistent
with maintaining fiscal sustainability and ensuring a stable and low debt-to-GDP ra-
tio. At the same time, there is a considerable margin relative to the Budget Law’s
deficit limit of 1 per cent of GDP for discretionary stabilization measures in the
event of an economic downturn.

The structural balance is estimated to be 1.1 per cent of GDP in 2023. Conse-
quently, fiscal policy is planned with a gradually decreasing profile for the structural

balance leading down to the target of -0.5 percent of GDP by 2030, ¢f. fable 2.1.

Net Expenditure Indicator

With the introduction of National Fiscal and Structural Policy Plans, the net ex-
penditure indicator has been established as a basis for the ongoing monitoring of
fiscal and structural policies in the EU. This introduction does not alter the fact that
fiscal policy in Denmark is planned in accordance with expenditure ceilings, which
are set by law under the Budget Law. The net expenditure indicator is calculated
based on the annual growth rate of nominal primary expenditures, adjusted for dis-
cretionary revenue-enhancing or -reducing measures. It is also corrected for cyclical
fluctuations in unemployment-related income transfers, expenditures offset by EU
funds, co-financing expenditures for EU programs, as well as one-off events and
other temporary factors.'

Member states are committed to ensuring that the growth of the net expenditure
indicator does not exceed the limits necessary to comply with EU Stability and

!In the Ministry of Finance's current calculation, adjustments for expenditures on EU programs that are fully
offset by EU revenue, as well as expenditures on co-financing programs funded by the EU, are excluded. This
is assessed to have a negligible impact on the development of the net expenditure indicator in Denmark.
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Growth Pact budget rules. This includes maintaining a debt-to-GDP ratio that does
not exceed 60 per cent (or is declining over a number of years) and a deficit on the
actual public balance that does not exceed 3 per cent of GDP, both in the short and
medium term. Member states complying with the debt and deficit criteria can re-
quest technical information containing guidance from the Commission, ¢f. box 2.2.

Box 2.2
Technical information received from the European Commission

Denmark has requested technical information from the European Commission regarding the minimum level of the
structural primary balance consistent with the debt and deficit requirements of the EU Stability and Growth Pact.
Member states that, according to the Commission's projections, have a general government deficit not exceeding 3
per cent of GDP and EMU debt not exceeding 60 per cent of GDP, have the option to voluntarily request technical
information. According to Regulation (EU) 2024/1263, a member state that requests technical information must ac-
count for it in the plan.

On 21 June 2024 the Commission transmitted Technical Information to Denmark for a plan without extension. The
European Commission indicated a lower limit for the structural primary balance in 2028 of -1.4 per cent of GDP in
order to ensure that the headline deficit is maintained below 3 per cent of GDP and that government debt is main-
tained below 60 per cent of GDP, assuming that there are no additional policy measures beyond an adjustment pe-
riod of 4 years. This corresponds to a difference with the 2024 structural primary balance of -4.3 per cent of GDP as
calculated by the European Commission. It should be noted that the Commission’s definition of the structural pri-
mary balance differs from that of the Danish Ministry of Finance, among other things because the Commission in-
cludes interest revenue in the primary balance (revenues which in Denmark are considerable relative to interest
payments since the public sector in Denmark holds more financial assets than gross debt).

Fiscal policy in Denmark is conducted within the Danish Budget Law which aims to ensure healthy public finances
and a sustainable fiscal policy. The law dictates a deficit limit of the structural budget balance, as defined by the
Danish Ministry of Finance, of 1 per cent of GDP. The structural deficit limit of the Danish Budget Law is set so the
automatic stabilizers can work fully during a normal downturn without breaching the deficit limit of the actual budget
balance of 3 per cent of GDP in the EU-treaty, which is documented in detail in the publication Erfaringer med budg-
etloven 2014-2020, April 2022, Danish Ministry of Finance.

The Ministry of Finance has calculated the net expenditure indicator based on the
economic forecasts from Economic Survey, August 2024, and Updated 2030-projection,
August 2024. According to these calculations, the net expenditure indicator is ex-
pected to grow by approximately 6.9 per cent in 2024, ¢f. fable 2.2. Growth is antici-
pated to gradually decrease thereafter, reaching 3.4 per cent by 2028.

The growth of the net expenditure indicator should be viewed in the context that
public consumption in the projection from 2026 onwards technically aligns with the
highest possible growth in public consumption within the medium-term balance
goal of a structural balance of -0.5 per cent of GDP by 2030.* Thus, the growth of
the net expenditure indicator is also consistent with a sustainable fiscal policy that

2 In the Ministry of Finance's medium-term projections, the so-called fiscal space (Danish terminology) is as-
sessed, which measures the room available for new political initiatives of either expenditure or taxation, within
the established balance requirement of -0.5 per cent of GDP by 2030. This includes room for real growth in
public consumption or other initiatives. The fiscal space is technically included as public consumption growth
in the projection.
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adheres to the EU Stability and Growth Pact requirements for debt and actual pub-
lic balance deficits.

For assessing Denmark's fiscal and structural policy plan, the European Commis-
sion will calculate the net expenditure indicator based on its own projections and a
harmonized method across countries. Since Denmark remains within the deficit
and debt limits set by the Stability and Growth Pact, the Commission will not cal-
culate a specific net expenditure path for Denmark. Instead, such a path will be
used for monitoring compliance with adjustment requirements for a number of
other countries to ensure adherence to the balance and debt criteria of the Stability
and Growth Pact.

Table 2.2
Net expenditure indicator

2024 2025 2026 2027 2028
Annual growth, per cent
Net expenditure indicator 7.2 5.0 5.7 3.8 29
Cumulative growth 12.6 18.9 23.5 27.1

Soutce:  Updated 2030-projection, August 2024 and own calculations.

2.3 Public Revenues, Expenditures and Debt

Public Revenues

Total public revenues are estimated to account for approximately 49 per cent of
GDP from 2023 to 2030, ¢ figure 2.4. Over this period, revenues from VAT and
pension return taxes are expected to rise from a low level in 2023 to a more typical
level by 2030, while revenues from corporate tax and personal taxes are anticipated
to decline as a share of GDP. The latter decline is partly due to the Agreement on Per-
sonal Tax Reform of December 2023, which will be gradually implemented starting in
2025.

The anticipated normalization of corporate tax revenues reflects that corporate
taxes are assessed to have been at a relatively high level in 2023. Conversely, VAT
revenues are considered to have been at a relatively low level in 2023. Conse-
quently, a normalization of revenues from VAT is expected in the coming years.

Revenues from the pension return tax were 0.5 per cent of GDP in 2023. In 2024,
revenues are expected to remain at approximately the same level, as pension funds
are estimated to have negative tax credits. From 2025 to 2027, revenues from the
pension return tax are expected to gradually increase, approaching the structural
level. From 2028 onwards, revenues are projected based on a structural (weighted)
return of 4.5 per cent of the taxable portion of pension assets, which corresponds
to revenues of 1.2 per cent of GDP in 2030.
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Figure 2.4 Figure 2.5

Total public revenues Total public expenditures
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Note:  The fully drawn and dashed vertical lines represent the last year covered by data and the last year
of the Economic Survey, August 2024 forecast, respectively. The calculation of the total public
expenditures and revenues is based on the classification of Statistics Denmark. This implies, for
instance, that the sale of goods and services is included as revenue and not as negative
expenditures. As a result, the level of total public expenditutes and revenues differ from those
listed in Economic Survey, Augnst 2024 and Updated 2030-projection, August 2024, while the
government budget balance is unchanged.

Soutce:  Updated 2030-projection, August 2024 and own calculations.

Public Expenditures

Total public expenditure is reported at approximately 45% per cent of GDP in
2023 and is assumed, based on technical assumptions, to increase to 49%4 per cent
of GDP by 2030, ¢f. fignre 2.5. This increase must be viewed in the context of eco-
nomic conditions, including the positive output gap where actual GDP exceeds
structural GDP (denominator effects). The denominator effect in isolation reduces the
share of expenditure in GDP for 2023; however, this effect is anticipated to dimin-
ish as the economic situation is expected to normalize. This contributes to the ris-
ing share of expenditure in GDP leading up to 2030.

This development also reflects rising public consumption expenditure. Public real
consumption growth is estimated to be 3.3 percent and 2.5 percent in 2024 and
2025, respectively. From 2026 onwards, the calculation-based public consumption
growth corresponds to the maximum possible public consumption growth (the fis-
cal space) within the medium-term balance target for the structural balance of -0.5
per cent of GDP by 2030. This implies an estimated annual real growth of 1.0 per
cent on average from 2026 to 2030, ¢ figure 2.6. The indicated public consumption
growth has not been adjusted for temporary expenditures related to, notably the
war in Ukraine.

Additionally, there are rising expenditures on income transfers, which partly reflect
the expected demographic trends, such as increased expenses for old-age pension,
and the assumed economic normalization, which in isolation leads to a higher num-
ber of unemployed.
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Figure 2.6 Figure 2.7
Public consumption Public investments
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Note:  The fully drawn and dashed vertical lines represent the last year covered by data and the last year
of the Economic Survey, August 2024 forecast, respectively.
Source:  Updated 2030-projection, August 2024 and own calculations.

Public investments were approximately 3.2 per cent of GDP in 2023 and are ex-
pected to rise to about 3.5 per cent of GDP by 2030, ¢f. figure 2.7. Public invest-
ments are planned to remain at a high level.” The bulk of these investments are al-
located to buildings and infrastructure, while a smaller portion is dedicated to re-
search and development. The total public investment budget for buildings and in-
frastructure must finance both already planned and initiated investments, as well as
new political priorities. This investment budget is disbursed gradually and finances,
among other things, material supplies for the Defence, maintenance and expansion
of infrastructure, as well as municipal investments in childcare facilities and schools,
and investments in, for example, hospitals.

Public Debt

Public debt is low, and the overall financial position is positive, reflecting a public
financial net wealth. The public gross debt — measured by the EMU-debt — was ap-
proximately 33% per cent of GDP at the end of 2023 but is expected to rise to
around 38% percent of GDP by 2030, ¢ figure 2.8. The EMU-debt is anticipated to
remain well below the 60 per cent of GDP threshold set by the EU's Stability and
Growth Pact. The increase in EMU-debt leading up to 2030 is a result of its nature
as a gross figure, which is affected by parallel changes in both state assets and liabil-
ities. For instance, the Agreement on Housing Tax (2017) leads to an increase in state
assets and liabilities over several years (a so-called balance sheet expansion), thereby
increasing EMU-debt without indicating a deterioration in public net debt.

Public net debt is the central debt concept for evaluating public sector solvency and
the long-term sustainability of fiscal policy. At the end of 2023, the public sector

3 It should be noted that investments made by publicly owned companies in areas such as energy and water
supply, wastewater management, and railways are categorized as part of the private sector in the national ac-
counts. Hence, these investments are not included in the public investment in Figure 2.7.
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had a financial net wealth of approximately 204 per cent of GDP, ¢f. fignre 2.8. This
public net wealth is expected to grow until 2027 due to surpluses in the public bal-
ance. After that, it is projected to decline slightly towards 2030, reflecting antici-
pated deficits in the public balance from 2028 to 2030.*

Figur 2.8
EMU debt and financial net wealth

Per cent of GDP Per cent of GDP
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EMU debt limit in the Stability and Growth Pact
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——EMU debt ——Financial net wealth
Note:  The fully drawn and dashed vertical lines represent the last year covered by data and the last year

of the Economic Survey, August 2024 forecast, respectively.
Source:  Updated 2030-projection, August 2024 and own calculations.

4 However, the development in net wealth also depends on valuation adjustments of public assets and liabilities

(e.g., valuation adjustments of companies with state ownership). Estimates for the evolution of net wealth are
therefore associated with extra uncertainty.
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3. Reforms and Investments

The generally well-functioning and robust Danish economy in part reflects many
years of responsible fiscal and structural policies, with successive governments con-
tinually implementing reforms aimed at supporting high structural employment, fa-
vourable conditions for businesses, and sustainable public finances.

The current government continues this approach. With the government platform
Responsibility for Denmark and the 2030-plan DK2030 — Denmark Prepared for the Future
(November 2023), the government presented the overall framework and priorities
leading up to 2030. The plan outlines measures and reforms designed to increase
employment and ensure that more people in the labour force possess the necessary
skills. The plan also outlines priorities to invest in public service provision, the
green transition, and defence and security, including through the Ukraine Fund.

As part of the government platform, the government has set a goal to increase
structural employment by 45,000 full-time equivalents by 2030 (corresponding to
1,5 percent). To achieve this, the government has implemented measures that will
increase employment by 29,500 full-time equivalents by 2030. This commitment in-
cludes measures from the Agreement on Personal Tax Reform (December 2023) and
easing access to international labour by making the supplementary pay limit scheme
permanent. Additionally, the government has enacted a student grant reform and
reached an agreement on a reform of university education, which introduces new
educational pathways at universities and helps students enter the workforce more
quickly.

In addition to strengthening structural employment, the government has also im-
plemented reforms aimed at bolstering Danish businesses and advancing the green
transition, including by ensuring that the labour force has the required skills. In
June, the government reached agreements on both an _Agreement on Entrepreneurship
Package (2024) and the Agreement on a Stronger Business Sector (2024), which are de-
signed to improve conditions for Danish entrepreneurs and business. Furthermore,
the government and labour market stakeholders have reached an agreement to en-
hance salary and working conditions in various welfare professions to encourage
more people to work in the public sector and make additional efforts. At the end of
June, the government also entered into a comprehensive Agreement on a Green Den-
mark (2024) with key stakeholders. This agreement aims to reduce greenhouse gas
emissions from agriculture, decrease nitrogen emissions, and strengthen the water
environment, involving a major restructuring of Denmark's land use.

Parts of the green initiatives are supported through the European Recovery and Re-
silience Facility via Denmark’s Recovery and Resilience Plan, which was approved
by the Council on July 13, 2021. The Recovery and Resilience Facility was later
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extended by REPowerEU, which allocated additional grant funds to support the
phase-out of Russian fossil energy in the EU. Denmark’s REPowerEU chapter was
approved on November 9, 2023. The Recovery and Resilience Plan for Denmark is
further detailed in box 3.1.

Box 3.1
The Danish Recovery and Resilience Plan

The Recovery and Resilience Plan encompasses initiatives totalling approximately DKK 13 bn. (approx. EUR 1,75
bn.) and provides financing for a range of green agreements entered at the end of 2020 by the previous government
and a majority of the parties in the Danish Parliament. These include the first phase of the green tax reform, the
green road transport agreement, and the agreement on stimuli and green recovery. The plan also includes invest-
ments in digitalization, such as through the SVM: Digital initiative and the previous government's digitalization strat-
egy, based on the recommendations of the Digitalization Partnership.

The funds from the Recovery and Resilience Plan have thus been primarily utilized for green and digital reforms and
investments and consist of the following nine components:

-

Strengthening the resilience of the healthcare system

Green transition in agriculture and the environment

Energy efficiency, green heating, and CO- capture and storage
Green tax reform

Sustainable road transport

Digitalization

Investing in green research and development

REPowerEU

© © N o o & W DN

Audit and control

The implementation of Denmark’s Recovery and Resilience Plan has commenced and is proceeding as planned.
Denmark’s Recovery and Resilience Plan consists of a total of 93 targets and milestones.®

The first payment request from Denmark was approximately DKK 2.2 bn. (approx. EUR 300 million) and was sub-
mitted to the Commission on December 16, 2022, and approved on April 13, 2023, after which Denmark received
the amount on April 27, 2023. The second payment request was for approximately DKK 3.1 bn. (approx. EUR 400
million). This request was submitted to the Commission on December 21, 2023, approved on February 29, 2024,
and Denmark received the amount on April 22, 2024. With the two initial payment requests, Denmark has fulfilled 43
targets and milestones. The remaining targets are to be achieved in future payment requests through 2026.

In this chapter, a number of reforms and investments (both adopted and planned)
in various areas are reviewed. The assessment considers, among other things, the
country-specific recommendations previously given to Denmark by the EU and the
objectives outlined in the government's 2030 plan. This review covers Denmark's
efforts in areas such as growth and productivity, education and training, employ-
ment and social affairs, health, digitalization, climate, environment and energy sup-
ply, the housing market, as well as defence and security.

5The achievement of targets and milestones is a prerequisite for Denmark to receive recovery funds through
payment requests, where the fulfillment of these targets must be documented to the Commission.



Several common priorities have been established at the EU level. The national fiscal
and structural policy plans explain how implemented and planned measures con-
tribute to strengthening four selected EU common priorities, ¢f. box 3.2.

Box 3.2

EU’s common priorities

1. Afair green and digital transition, including alignment with the European Climate Law.

Energy Security.

H> @ DN

Social and economic resilience, including the European Pillar of Social Rights.

If necessary, the development of defence capabilities.

Table 3.1 outlines the general priorities and investment needs with respect to the
four selected EU common priorities while tables 3.2-3.9 indicate specific invest-
ments and other measures related to those. Taken together, they summarise the
common BEuropean investment priorities and the related investment needs.

Table 3.1

Investment needs related to EU’s common priorities

Common priorities

A fair green and digi-
tal transition, includ-
ing alignment with
the European Cli-
mate Law

Social and economic
resilience, including
the European Pillar
of Social Rights

Energy Security

If necessary, the de-
velopment of de-
fence capabilities

Description of investment needs

The Danish government has committed to reducing greenhouse gas emissions by 70
per cent compared to 1990 levels by 2030 and aims to achieve climate neutrality by
2045. Achieving the goals will require both investments in new technologies and con-
tinuous allocation of funds. The initiatives include but are not limited to Agreement on
a Green Denmark (2024), Agreement on Green Tax Reform for Industry, etc. (2022),
Climate agreement for energy and industry etc. (2020) and Agreement on a Green
Transition of Road Transport (2020).

Additionally, it is crucial that Denmark sustains a high level of digitalization. To that
end, a digital taskforce for artificial intelligence has been established while Agreement
on an Ambitious and Responsible Strategy for Denmark's Digital Development (2024)
further aims to strengthen the digital green transition, enhance digital skills in the pop-
ulation, and support the digital transformation of businesses.

In the upcoming years the demographic trend will point to a declining workforce and
an increase in the labour demand in certain sectors. DK2030 — Denmark Prepared for
the Future (2023) outlines measures and reforms designed to increase employment
and ensure that more people in the labour force possess the necessary skills. Moreo-
ver, the plan outlines substantial investments in public service provision, covering the
costs of the changing demographics while also improving the public welfare.
Improving energy security requires investments in both current and new technologies.
The Climate Agreement on Green Electricity and Heat (2022) establishes the frame-
work to promote a quadrupling of land-based renewable energy by 2030. In addition,
Supplementary Agreement on Tender Frameworks for 6 GW Offshore Wind and En-
ergy Island Bornholm (2023) support the potential expansion of up to 14 GW of off-
shore wind towards 2032. Moreover, the initial steps toward establishing the frame-
work necessary to promote the development of a PtX market in Denmark has been
taken, while the energy initiatives in National Security Policy Compromise (2022)
serves to phase out gas to make Denmark independent of Russian gas.

The development and strengthening of the Danish Defence will remain a high priority
for the Danish government. The increase in defence spending under the ten-year
framework agreement, along with funding allocated to the Ukraine Fund, means that
Denmark’s total expenditure on defence and security amounts to more than 2% of
GDP starting from 2023 and onwards.
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In the remainder of the chapter, the selected reforms and investments in the afore-
mentioned areas are reviewed, including whether the measures are financed through
Denmark's Recovery and Resilience Plan under the EU Recovery and Resilience
Facility (RRF) or through Denmark's partnership agreements under the EU Struc-
tural Funds (PA), which among others include the EU Structural Funds (the Euro-
pean Social Fund Plus and the European Regional Development Fund) and the Just
Transition Fund. Additionally, it is noted which of the country-specific recommen-
dations (CSK) the measures address. Finally, it is specified whether the measures
contribute to fulfilling one or more of the four selected common priorities (CP).



3.1 Growth and Productivity

Table 3.2
Selected reforms and investments regarding growth and productivity

RRF/
PA

Entrepreneurship package

The government has reached a broad agreement on the Entrepreneurship Package.

The package aims to improve access to capital, ease taxation, reduce burdens, and
strengthen conditions for knowledge-based entrepreneurs, etc. The ambition is for Den-  No
mark to become a world-class entrepreneurial nation. Approximately DKK 2.2 bn. (ap-

prox. EUR 300 mn.) has been allocated for the years 2024-2026, with about DKK 1.2

billion (approx. EUR 160 mn.) per year from 2027 onwards.

Globalization strategy
The government will develop a comprehensive globalization strategy for Danish busi- No
nesses, recognizing the central role of export industries in the Danish society.

Digitalization and automatic business reporting

The government will continue investing in digitalization and automation across both the
public and private sectors. This includes ongoing work on Automatic Business Report-
ing, aimed at helping businesses and society unlock a potential benefit of up to DKK 3
billion (approx. EUR 400 mn.) through the digitalization and automation of accounting
and financial reporting processes in companies.

PA

Establishing a new business support system

With the Agreement on a Stronger Business Sector (2024), it was decided to release
approximately DKK 900 million (approx. EUR 120 mn.) from business support funds.
The released funds will benefit businesses through a permanent increase in the deduc-
tion for research and development activities to 120 per cent, with a cap of DKK 1 billion
(approx. EUR 135 mn.).

No

Supporting and developing strengths

The government aims to support and develop Danish strengths such as life sciences,
shipping, and processed foods, while also fostering the establishment of new areas of
strength such as environmental and welfare technology. Building on a foundation of fa- No
vourable general conditions, this will be pursued through targeted growth plans. In

spring 2024, the government established a growth team for the Blue Denmark to sub-
sequently develop a green growth plan for the Blue Denmark.

Reducing burdens on businesses

The government will focus on avoiding unintended over-implementation of EU regula-

tions. Additionally, it will work to ensure better collaboration between authorities and
businesses. The goal is to create a concrete plan to reduce the number of errors, mini-

mize unnecessary bureaucracy, and improve planning. Part of this effort will involve tar-  No
geting regulatory oversight and inspections more toward businesses where the risk of
non-compliance and fraud is deemed highest. Companies that comply with regulations
should face significantly less scrutiny and receive fewer advisory inspections. The aim

is an overall reduction of burdens on businesses.

Green research and development

In Denmark's Recovery and Resilience plan, a total of DKK 1.8 bn. (approx. EUR 240

mn.) was allocated for green research and development, including a deduction of 130

per cent for R&D expenses from 2020 to 2022 amounting to DKK 1.1 bn. (approx. EUR

150 mn.). This provided Danish companies with a greater incentive to invest in re- RRF
search for green and digital solutions. In June 2024, it was agreed to increase the de-

duction for research and development activities to 114 per cent with a cap of DKK 1 bn.
(approx. EUR 125 mn.) in 2026, 116 per cent in 2027, and 120 per cent from 2028 on-
wards.

Green industrial policy

The green Danish industrial policy aims to create a "level playing field" where Den-
mark's ability to attract new investments in green manufacturing jobs is not weak-
ened compared to other countries providing state aid within the EU's temporary
state aid frameworks. For this reason, the government introduced a temporary, tar-
geted green investment scheme in 2024 and plans to continue it in 2025. The
scheme focuses on the production of wind technology and electrolyzer technology
for Power-to-X, thereby contributing to Denmark's and the EU's green ambitions.

No

CSR CP

2020.2.2
2020.2.6
2021.1.3
2023.1.4

2023.1.4
2021.1.3

2023.1.4
2022.1.3

2023.1.4
2021.1.3

2023.1.4
2021.1.3

2023.1.4
2022.1.3

2022.1.2

2022.1.2

1

N R0
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3.2 Education and Teaching

Table 3.3
Selected reforms and investments regarding education and teaching

RRF
IPA

Primary school

In March 2024, the government and the primary school settlement parties entered
into Agreement on the Quality Program for Primary Schools — Freedom and Depth.
This agreement grants greater influence to school boards, allowing for diversity and
local solutions. Additionally, it supports a new balance between academic, creative,
and practical content in primary education, with initiatives such as junior master
apprenticeships and better classrooms.

The agreement provides a permanent financial boost of DKK 740 mn. (approx.
EUR 100 mn.) annually, along with a total of DKK 2.6 bn. (approx. EUR 350 mn.)
from 2025 to 2027 for enhancements to the school's physical facilities.
Furthermore, the removal of supporting instruction classes will free up approx. 2.5
billion DKK (approx. 335 million EUR) for new initiatives outlined in the agreement.
This boost builds on previous investments in the primary school sector, including the
allocation of permanent funds to hire more teachers in primary schools.

Youth education

The government has allocated DKK 0.3 bn. (approx. EUR 40 mn.) in 2024,
increasing to DKK 0.9 bn. (approx. EUR 120 mn.) by 2030, to strengthen vocational
education and support more young people in choosing and completing a vocational
program. This includes agreements to improve the quality of the Social and Health
Care (SOSU) education and to equip future skilled workers with the necessary
competencies for the green transition. N
The government has introduced a new funding model designed to create more
equitable conditions between general high schools and vocational schools. This
model will also ensure that students across the country have access to a wide
range of sustainable youth education programs.

Additionally, the government will explore the possibility of co-locating various youth
education programs and ways to tighten access to gymnasium programs.

Higher education

With the Agreement on the Framework for the Reform of University Education in
Denmark (2023), new flexible educational pathways are being established at
universities. The reform entails that a portion of future master's students will be
admitted to new master's programs of 75 ECTS credits or to a professional

master's degree, where students work while studying. The reform also permits
universities to create 1,100 English-language ordinary study places each year from
2024 to 2028, and 2,500 ordinary study places annually starting in 2029, which will
help attract more international students.

Furthermore, the admission criteria for bachelor's programs will be adjusted,
allowing for eight per cent fewer students to be admitted than today, aimed at
encouraging more individuals to pursue professional and vocational education in
the future.

On June 4, 2024, the Danish Parliament approved a reform of the student grant
system. This means that students will only be able to receive grants for the standard
study duration, implying that the maximum limit is being reduced to 58 credits. The
option to take out student loans will be extended to up to two years, and an additional
12 credits will be granted to recipients of disability allowances and single parents.

Adult and further education

In 2023, the government and labour market partners reached a tripartite agreement,
which, through long-term investments in adult, continuing, and further education, aims
to ensure that the workforce is prepared for the future and meets the needs of the
labour market. An allocation of DKK 360 mn. (approx. EUR 50 mn.) has been set aside
annually from 2024 onwards to support the initiatives outlined in the agreement.

Research
With the proposal for the 2025 budget, the government allocates DKK 22.8 bn.

CSR CP

No 2019.1.1 2

n 2023.4.7
2019.1.1

No 2020.25 2

No 2019.1.1 2

(approx. EUR 3 bn.) in 2025 for research and development. This brings the total public ~ No 2020.2.5 2

research budget to approx. DKK 30.3 bn. (approx. EUR 4 bn.) in 2025, fulfilling the
government's goal that public research investments constitute 1 per cent of GDP.
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Table 3.2
Selected reforms and investments regarding education and teaching

RRF

PA CSR CP

Cross-cutting initiatives

The government aims to invest more in education and training across various
educational sectors. At the same time, it will work towards better integration
between these sectors and stronger academic programs.

In 2023, the government established a well-being commission tasked with providing
recommendations on how to prevent and address issues related to distress and
vulnerability, as well as how to strengthen resilience and empowerment. The
commission will also examine the influence of social media and other significant
societal trends. It is expected to conclude its work by the end of 2024 and publish its
recommendations in early 2025.

No 2019.1.1 2

Green upskilling

Under the Agreement on Green Tax Reform for Industry, etc. (2022), the

government allocates DKK 100 mn. (approx. EUR 15 mn.) annually in 2025 and RRF 2023.4.7
2026 to a reserve for green upskilling and reskilling. The funding is sourced from 2019.1.1
Denmark's allocation under the REPowerEU chapter of the Danish Recovery and

Resilience plan.

N

N R0



3.3 Employment and Social Affairs

Table 3.4
Selected reforms and investments regarding employment and social affairs

Improved work injury system

In 2022, the former government reached an agreement to strengthen and improve the
workers' injury compensation system, focusing on improving the injured parties' con-
nection to the labour market and shortening processing times for compensation claims.
The agreement makes it more appealing for injured workers to pursue vocational train-
ing if they can no longer perform their previous jobs. A new scheme is introduced,
providing injured individuals with strong financial security during their education, cover-
ing 83 per cent of their previous salary. This aims to create better conditions for return-
ing to employment and utilizing the work capacity they still possess. The agreement
also includes several initiatives to reduce processing times for workers' compensation
claims.

Second Agreement on Rethinking Employment Initiatives

As part of the Agreement on a New Right to Early Retirement (2020), it has been
agreed that the rethinking of employment initiatives will achieve overall savings of DKK
300 mn. (approx. EUR 40 mn.) in 2022, DKK 750 mn. (approx. EUR 100 mn.) in 2023,
and an annual savings of DKK 1.1 bn. (approx. EUR 145 mn.) from 2024 onwards
within the overall scope of job centres. With the first agreement on rethinking employ-
ment initiatives (2021), annual savings of approx. DKK 345 mn. (approx. 45 million
EUR) were realized in 2022, and about DKK 370 mn. (approx. EUR 50 mn.) annually
from 2023. The agreement parties fulfils the remaining savings with the Second Agree-
ment on Rethinking Employment Initiatives (2022) from 2023 onwards.

Abolition of a public holiday

The government has abolished an annual public holiday starting in 2024 to increase la-
bour supply. This initiative is expected to raise structural employment by approximately
8,500 full-time equivalents. The proposal is estimated to strengthen the structural public
balance by around DKK 3 bn. (approx. EUR 400 mn.) and increase structural GDP by
about DKK 9.4 bn. (approx. EUR 1.25 bn.).

Strengthened international recruitment

The government will initiate initiatives that facilitate access to foreign labour as long as
unemployment is low. Therefore, the previously agreed-upon political agreement on
strengthened international recruitment, which establishes an additional pay limit
scheme that includes a lower monetary threshold than the regular pay limit scheme,
has been made permanent. The agreement also includes, among other things, an ex-
pansion of the fast track scheme to companies with as few as 10 employees and an ex-
tension of the positive list for individuals with a higher education.

Reform of employment initiatives and job centres

The government’s platform states its intention to rethink and reform employment initia-
tives, aiming to reduce costs by DKK 3 bn. (approx. EUR 400 mn.) by 2030. This will
include the closure of job centres, freeing municipalities from state procedural require-
ments, and prioritizing initiatives that help the unemployed get closer to the labour mar-
ket. The goal of these initiatives is to enable the unemployed to return to work more
quickly. In 2023, the government established an expert group that reported its recom-
mendations for the reform of employment initiatives in June 2024.

New residence scheme for certified companies with regulated pay and work-

ing conditions

The government plans to introduce a new scheme where companies can access inter-
national labour with lower salary thresholds for certified companies that adhere to regu-
lated pay and working conditions. This initiative aims to enhance access to international
labour while ensuring that working conditions remain orderly in the labour market.

Work requirement

The government aims to help more non-Western immigrants integrate into the labour
market. Therefore, starting January 1, 2025, the government, together with the Den-
mark Democrats and the Danish People's Party, will introduce a new work requirement
for citizens in the cash assistance system who have integration needs. This require-
ment will replace passive welfare support with an obligation to contribute up to 37 hours
per week.

Reform of the cash assistance system

RRF/
PA

No

No

No

No

No

No

No

CSR CP
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Table 3.4
Selected reforms and investments regarding employment and social affairs

RRF/

PA CSR CP

The government, along with the Socialist People's Party, the Conservative People's
Party, and the Danish Social Liberal Party, has reached an agreement for a new cash
assistance system starting July 1, 2025. This reform aims to simplify the cash assis-
tance system, support more individuals in entering the workforce, and assist children by
ensuring that those in the cash assistance system have opportunities for an active lei-
sure life. The agreement is based on the recommendations from the Benefits Commis-
sion.

Workplace environment and social dumping

The government and several parties have reached an agreement to allocate approxi-
mately DKK 450 mn. (approx. EUR 60 mn.) from 2023 to 2026. This funding aims to fu-
ture-proof workplace safety initiatives and continue developing efforts against social
dumping, including a joint regulatory initiative and enhanced oversight of large con-
struction and infrastructure projects.

No - 2

Social dumping

The government and several parties have reached an agreement to strengthen efforts
against social dumping. This includes the ability to stop contractors who repeatedly and
seriously violate regulations, better monitoring of housing rented by employers to their
employees, and enhanced action against the use of illegal labour in Danish work-
places. The first initiatives are expected to take effect in the fourth quarter of 2024.

Permanent right to educational boost at 110 per cent unemployment benefits

The government and a broad majority of the parties in the Parliament have allocated

DKK 230 mn. (approx. EUR 30 mn.) in 2024 and DKK 300 mn. (approx. EUR 40 mn.)

annually thereafter in the 2024 budget. This funding is aimed at permanently granting No 2019.11 2
the right for unemployed individuals — who are either unskilled or have outdated qualifi-

cations — to upskill in sectors experiencing labour shortages while receiving 110 per

cent unemployment benefit rate.

Agreement on Simplifying and Targeting of the Sickness Benefit System

The government and parties behind the reform of the sickness benefit system reached

a political agreement in 2024 on simplifying the sickness benefit system. Key elements No - 2
in the agreement involve municipalities being granted greater degrees of freedom in

managing their efforts to help sickness benefit recipients back into the labour market.

Spare time jobs

The government wants more young people under 18 to take a spare time job. There-

fore, the government wants to mitigate and simplify some of the rules for working envi-

ronment for young people under the age of 18 to decrease the barriers to take a spare No - 2
time job. The government wants to increase young people’s motivation to take a spare

time job by exempting people under 18 from paying the labour market contribution of

eight per cent.

Young people without education and employment

Around 43,000 young people are not employed nor have an education. The govern-

ment wants to gather responsible parts of the society to find new ways and solutions to No
engage young people. It is important for the government that no young people are left

without a perspective for the future. More young people should be helped to find a job

while others need help to complete an education.

New Elderly Care Reform

In April 2024, the government, along with the Denmark Democrats, Socialist People's
Party, Liberal Alliance, Conservative People's Party, and the Danish Social Liberal
Party, agreed on a reform of the elderly care sector. The agreement aims to reduce
regulation of the elder care sector and fundamentally reshape how elderly care is orga-
nized, executed, and managed. The reform includes several pieces of legislation, nota-
bly a new elderly law set to take effect on July 1, 2025. The agreement ensures a per-
manent quality boost of DKK 1 bn. (approx. EUR 135 mn.) starting in 2027.

No - 2

Together for Disabilities

On May 2, 2024, the government, along with the Liberal Alliance, Conservative Peo-

ple's Party, and the Danish Social Liberal Party, entered into a framework agreement

for the long-term and sustainable development of the disability sector. The main objec- No - 2
tive of the agreement is to ensure a professional and economically sustainable devel-

opment in this area, focusing on prevention, development, and well-being, while sup-

porting people with disabilities in participating in society. The agreement includes 25
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Table 3.4
Selected reforms and investments regarding employment and social affairs

RRF/
PA

concrete initiatives, including specialized planning in the disability sector and a tariff
model for the entire specialized social area.

Children First

In May 2021, the previous government, along with a broad majority in the Parliament,
agreed on the "Children First" reform. The reform aims to assist vulnerable children and
families earlier and more effectively than is currently the case. The agreement provides
a boost of DKK 2 bn. (approx. EUR 270 mn.) from 2022 to 2025, with a permanent an-
nual allocation of DKK 734 mn. (approx. EUR 100 mn.) fully phased in.

No

Homelessness

Combating homelessness is a government priority, particularly through the expan-

sion of the Housing First approach in the homeless area. In spring 2023, the entire
Parliament approved a bill to restructure the efforts against homelessness. The
changes took effect on October 1, 2023, and aim to broaden the Housing First ap-
proach, significantly reduce the number of homeless individuals, and address long-
term homelessness.

The background for the bill is the Agreement on the Fund for Mixed Cities (2021),
which provides for 4,050 especially affordable housing units to be used in Housing First
initiatives for homeless individuals.

No

Implementation of recommendations from the Expert Committee on the Social
Sector

The government and Local Government Denmark have reached a partial agreement
regarding the specialized social sector as part of the negotiations on municipal finances

for 2025. They agree to work on implementing some of the final recommendations from  No
the Expert Committee on the Social Sector, published in April 2024.

The agreement includes several measures aimed at increasing the municipal prioritiza-
tion space, creating greater security and predictability for citizens, and reducing ex-
penses in the specialized social sector.

The Social Exemption Card Scheme

In May 2024, the Parliament passed a law making the social exemption card scheme
permanent. The law, which will take effect on January 1, 2025, continues and improves No
upon the previous trial scheme, allowing socially vulnerable individuals to earn up to

DKK 41,280 annually (approx. EUR 5,500) (2024 level) without deductions from public
benefits. Funding to make the scheme permanent was allocated in the budget for 2024.

Implementation of the Child's Act

The government will continue its efforts for children, young people, and families in vul- No
nerable positions. This includes ongoing support for the implementation of the Child's
Act, which came into effect on January 1, 2024.

CSR CP
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3.4 Healthcare

Table 3.5
Selected reforms and investments regarding healthcare

RRF/

CSR CP
PA

Robustness Commission

As part of the health reform agreement in May 2022, the previous government estab-
lished a Robustness Commission for the healthcare system. The commission reported
in September 2023 with recommendations for solutions to address the fundamental
challenges in healthcare, ensuring robustness in task resolution and access to trained
and competent personnel across the country. Several initiatives have been imple-
mented, including agreements to increase incentives for participating in irregular shifts
and for increasing work hours, as well as measures in the education sector.

No 2020.1.2 2

10-Year Plan for Psychiatry

In September 2022, a broad majority in the Danish Parliament reached a political
agreement on a 10-year plan for psychiatry and mental health. The plan aims to ensure
the necessary treatment capacity in psychiatry and strengthen the area through an an-
nual funding increase of DKK 0.5 bn. (approx. EUR 65 mn.). The government seeks to
further enhance the overall psychiatric sector by prioritizing an additional DKK 3.2 bn.
(approx. EUR 430 mn.) for initiatives leading up to 2030, resulting in an overall increase
of more than DKK 4 bn. (approx. EUR 535 mn.) since 2019. Of the DKK 3.2 bn. (ap-
prox. EUR 430 mn.), about DKK 0.6 bn. (approx. EUR 80 mn.) has already been allo-
cated from 2024 onward.

No 2020.1.2 2

Health Initiative

In 2023, the government established a Health Structure Commission. In June 2024, the
commission reported a series of recommendations for the future organization of the
healthcare system, focusing on creating a cohesive system that emphasizes equity and
accessibility. Based on these recommendations, the government presented a proposal
for a health reform on September 18, 2024.

No 2020.1.2 2

Emergency plan for the healthcare system

In February 2023, the government and Danish Regions agreed on an emergency plan,
prioritizing DKK 2 bn. (approx. EUR 270 mn.) from 2022 to 2024 to reduce waiting
times in the healthcare system. The plan aims to stabilize and strengthen hospitals in
the short term, enhancing emergency departments and reducing waiting lists. The
agreement includes a series of initiatives designed to alleviate pressure on capacity
and has set three key objectives for normalizing the situation, including the reduction of
waiting lists by the end of 2024.

Health fund

In the government platform "Responsibility for Denmark" (2022), the government has

agreed to propose a health fund aimed at ensuring easy and equal access to treatment

within the healthcare system. The fund will also address workforce challenges by main-  No 2020.1.2 2
taining and modernizing hospitals and increasing the use of technology and digitaliza-

tion. A political agreement on the fund's size has not yet been reached, but the govern-

ment plans to present the proposal for the health fund in 2024.

No 2020.1.2 2

National prioritization council

In the government platform "Responsibility for Denmark" (2022), the government has

agreed to establish a cross-sector National Prioritization Council. The council's goal is No 2020.1.2 2
to ensure maximum health outcomes for the investment made, which includes reducing

overtreatment and increasing patient involvement in treatment decisions.

Tripartite Agreement on Wages and Working Conditions

In December 2023, the government and labour market parties reached an agreement

for a wage increase of DKK 6.8 bn. (approx. EUR 910 mn.) for various welfare employ- No 2020.1.2 2
ees, including healthcare personnel. The agreement aims to enhance incentives for

working irregular shifts and increasing working hours.

Agreement on Foreign Workforce in Healthcare and Elder Care

In January 2024, the government reached a broad political agreement with several par-

ties in the Parliament to create better and more flexible frameworks for recruiting for-

eign healthcare professionals from third countries. The agreement implements No 2020.1.2 2
measures to facilitate the recruitment of in-demand foreign healthcare personnel from

outside the EU/EEA to Denmark's healthcare system and elder care, while also ensur-

ing a smoother and more efficient authorization process for these professionals.
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3.5 Digitalization

Table 3.6
Selected reforms and investments regarding digitalization

RRF/

PA CSR CP

Denmark's Digitalization Strategy — Together for Digital Development

In May 2022, the previous government launched a comprehensive digitalization strat- 2022.1.2
egy for Denmark, comprising 61 initiatives aimed at positioning the country as a digital RRF 2021.1.3 1
frontrunner. The strategy addresses both the opportunities and challenges that come 2020.2.3
with digitalization, setting a clear direction for the nation’s digital development. -

The Joint Public Digitalization Strategy — Digitalization That Elevates Society

In June 2022, the previous government launched a new joint public digitalization strat- 2022.1.2
egy for Denmark for 2022-2025. This strategy aims to make digitalization a central part No 202113 1
of addressing the significant social challenges facing Denmark, while also supporting © T
citizens who find digitalization challenging. The strategy builds upon the strong digital 2020.2.3
foundation established through 20 years of digital investments.

Establishment of a Digitalization Council to Advise the Government on Digi-

talization

With the launch of its digitalization strategy, the previous government decided to estab- 2022.1.2

lish a Digitalization Council for the period 2022-2026. This council, consisting of top No 2021.1.3 1
leaders and experts in the digital field, is tasked with continuously advising the govern- 2020.2.3

ment on the potentials and challenges of digitalization, as well as monitoring the imple-
mentation of the digitalization strategy.

10-Year Plan for New Technology and Automation in the Public Sector

The previous government, in collaboration with Local Government Denmark and Dan-
ish Regions, launched a long-term initiative aimed at expanding new technology and
automation in the public sector. The goal is to alleviate workforce shortages by freeing
up time and resources, targeting the release of 10,000 full-time equivalents over a 10-
year period.

Digitalization fund of DKK 500 mn. (approx. EUR 65 mn.) for 2022-2025

The Digitalization Fund, established to follow up on the recommendations of the Digital-

ization Partnership, allocates DKK 125 mn. DKK (approx. EUR 15 mn.) annually from

2022 to 2025 to support Denmark's digital transformation. The fund, detailed in the 2023.1.3
2022 budget, includes initiatives focused on promoting a greener and more digital busi- RRE 2022.1.2 1
ness environment, increased usage of public data, green solutions and new technolo- 2021.1.3
gies in the public sector and establishing a legal and ethical framework. The fund en- 2020.2.3
compasses a total of 10 initiatives, addressing digitalization in both public and private o
sectors, alongside green digital initiatives and efforts focused on data ethics and legis-
lation.

Strengthening of SMV:Digital

Small and medium-sized enterprises (SMEs) do not invest in digitalization to the same

extent as larger companies, which risks putting them at a competitive disadvantage.

SMV:Digital provides support for the digital transformation of businesses through grants

for purchasing private consulting services, competence development programs, men- 2023.1.3
toring, and networking, as well as guidance on regulations and competitive conditions. RRF/ 2022.1.2
This initiative aims to help integrate digitalization, automation, and e-commerce into o 1
Danish SMEs. In the 2022 budget, nearly DKK 120 mn. (approx. EUR 15 mn.) was allo-  PA 2021.1.3
cated to SMV:Digital for the period from 2022 to 2025. Additionally, almost DKK 65 mn. 2020.2.3
(approx. EUR 10 mn.) was set aside for SMV:Digital in 2021 as part of Denmark’s re-

covery and resilience plan, which was disbursed in the 2021 budget and the summer

business package of June 2021. In total, about 550 SMEs are expected to benefit from

the DKK 65 mn. (approx. EUR 5 mn.).

No

Agreement on an Ambitious and Responsible Strategy for Denmark's Digital

Development 2022.1.2

In February 2024, the Danish government reached an agreement on a new digitaliza- No 202113 1
tion strategy for the period 2024-2027. The strategy aims to promote the use of artificial T
intelligence, strengthen the digital green transition, enhance digital skills among the 2020.2.3
population, and support businesses in their digital transformation.

Establishment of a digital taskforce for artificial intelligence

The government, the Local Government Denmark, and Danish Regions have agreed, 2022.1.2
through the economic agreements for 2025, to establish a Digital Taskforce for artificial No 202113 1
intelligence. This taskforce will set the direction and ambitions for the use of artificial in- o
telligence in the public sector, aiming to free up labour, reduce administrative burdens, 2020.2.3
and enhance quality in public services for the benefit of citizens and businesses, with
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the goal of making Denmark a global leader in artificial intelligence within the public
sector. The parties have also committed to providing the necessary funding for the
taskforce's work and the implementation of specific solutions in future economic agree-
ments. The taskforce will replace the 10-year plan for new technology and automation
in the public sector. Some initiated initiatives related to scaling existing solutions (track
1), including those planned for 2024, may be concluded under the current setup by
agreement with the Local Government Denmark and Danish Regions, provided there is
municipal and regional co-funding, as stipulated in the economic agreements for 2023.

Continuation of the Broadband Fund

Since 2016, the Broadband Fund, which received an additional DKK 100 mn. DKK (ap-
prox. EUR 15 mn.) from the EU's Recovery and Resilience Facility in 2021, has en-
sured that more households and businesses gain access to high-speed broadband
(100/30 Mbps) in areas where the market does not provide it on its own. Today, ap-
proximately 99 percent of all addresses in Denmark, equivalent to around 2 mn. house-
holds and businesses, have access to broadband with 100/30 Mbps.

RRF/
PA

RRF

CSR CP

2023.1.3
2022.1.2
2021.1.3
2020.2.3
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3.6 Climate, Environment and Energy Supply

Table 3.7
Selected reforms and investments regarding climate, environment and energy supply

RRF/
PA
Agreement on Green Tax Reform for Industry, etc. (2022)
The agreement was made following the first report from the Expert Group on Green Tax
Reform, which provided recommendations for regulating greenhouse gases based on a

higher and more uniform COZ2e tax. The Green Tax Reform Agreement for Industry, etc. Rrp
(2022) includes the introduction of a more consistent CO2 tax for greenhouse gas emis-

sions from the industrial sector, set to be phased in from 2025 to 2030, as well as fur-

ther investments in carbon capture and storage (CCS) and other compensatory

measures. This agreement is expected to reduce Denmark's CO2e emissions by an ad-
ditional 4.3 mn. tons by 2030.

Agreement on Kilometre-Based Road Charge for Trucks (2023)

It has been agreed to introduce a new kilometre-based and CO2-differentiated road
charge for trucks starting in 2025, which will replace the existing periodic road usage
charge for trucks (the Eurovignette). Additionally, the agreement includes changes to
the national regulations concerning the weight and dimensions of trucks in road freight
transport. This will lead to greater efficiency in road freight transport, contribute to CO2
reductions, and reduce the economic costs associated with the road charge for busi-
nesses.

No

Agreement on Partial Allocation from the Green Fund (2024)

With the Agreement on Partial Allocation from the Green Fund (2024), DKK 4.9 bn. (ap-
proximately EUR 650 mn.) was allocated from the green budget. This includes funding

for the rollout of district heating, the green transition of road freight transport, green agri-
cultural practices through methane-reducing feed, a marine nature fund, a climate adap- No
tation plan, and the management of legacy pollution, among other initiatives. Addition-

ally, it was agreed to increase the diesel tax by 50 gre per litre, excluding VAT, starting
January 1, 2025. This tax increase applies to diesel used for road transport and for con-
struction machinery that pays the same diesel tax as road transport. The equalization

tax will be proportionally reduced.

Climate Agreement on Green Electricity and Heat (2022)

It has been agreed to establish framework conditions that will enable a quadrupling of
land-based renewable energy production by 2030. Furthermore, areas will be desig-
nated to accommodate at least an additional 4 GW of offshore wind capacity by the end
of 2030, provided that offshore wind does not negatively impact state finances during
the project period and that there is sufficient capacity in the electricity grid. Additionally,
a review and analysis will be initiated to remove barriers in legislation and to streamline
case processing, as well as to shorten approval and permitting processes related to off-
shore wind farms.

There is an ambition to eliminate the use of gas for heating in households by 2035, and RRF
Denmark aims to be 100 per cent supplied with green gas by 2030, partly by accelerat-

ing the rollout of district heating. Therefore, several initiatives and improved conditions

will be implemented to expedite the deployment of green heat and increase biogas pro-
duction, thereby reducing the number of households using natural gas and minimizing
Denmark's vulnerability in gas supply.

A central prerequisite for the green transition is a well-functioning and expanded elec-
tricity grid, along with flexible consumption. Therefore, funds will also be allocated for
initiatives and analyses regarding proactive expansion of the electricity grid and support
for more flexible electricity consumption.

Green Transition of Road Transport (2020)

The initiatives aim to increase the incentives for purchasing zero and low-emission vehi-

cles, including through changes in tax regulations, and to support green transport and RRF
infrastructure. A total of DKK 1.625 bn. (approx. EUR 220 mn.) is allocated for the pe-

riod from 2021 to 2025. In 2020, it was estimated that the agreement would result in a
reduction of CO2 emissions by 1.0 mn. tons by 2025 and 2.1 mn. tons by 2030.

Agreement on a Green Denmark (2024)

On June 24, 2024, the government reached an agreement on a Green Denmark with

parties in the green tripartite collaboration: Danish Agriculture & Food Council, the Dan-
ish Society for Nature Conservation, the Food Workers Union NNF, Danish Metal Work-

ers’ Union, Confederation of Danish Industry, and the Local Government Denmark. The
agreement aims to reduce greenhouse gas emissions from agriculture, establish a long-

CSR CP
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RRF/

PA CSR
term framework for the transformation and adjustment of Denmark's land use, and en-
sure better conditions for nature, biodiversity, water quality, and drinking water. This will
involve land reallocation, with an investment of approximately 40 bn. DKK (approx. EUR
5 bn.) from Denmark's Green Land Fund, along with CO2e taxes on agricultural emis-

sions.

Agreement on Extended Producer Responsibility for Packaging and Single-Use

Plastics (2022)

An agreement has been reached on the implementation of extended producer responsi- 2023.3.1
bility for packaging and single-use plastic products. This agreement is expected to con-

tribute to a CO2 reduction of 0.12 mn. tons by 2030 and is part of achieving the antici- 2022.3.1
pated total CO2 reduction of 0.7 mn. tons by 2030, as established in the Climate Plan

for a Green Waste Sector and Circular Economy from 2020.

Follow-up on the Agreement for the Climate Plan for a Green Waste Sector and

Circular Economy (2020)

The agreement strengthens waste supervision and the control of waste exports and im- 2023.3.1
ports. Additionally, it sets an ambitious deadline for municipalities to separately collect o

textile waste from households. This agreement is a follow-up to the Climate Plan for a 2022.3.1
Green Waste Sector and Circular Economy (2020) and contributes to achieving the ex-
pected total CO2 reduction of 0.7 mn. tons by 2030.

Establishment of a national energy crisis task force (NEKST)

The government has established a National Energy Crisis Task Force (NEKST), in-
spired by the National Operational Task Force (NOST). NEKST is designed to ensure 2023.4.1
quicker action on urgent green challenges, such as the rollout of district heating, and to T
identify barriers to the agreed ambitions for scaling solar and wind energy on land and 2023.4.2
offshore. The task force will recommend measures to the government that could accel- RRF 2023 4.3
erate development efforts. NEKST will also support the expansion of the electricity grid 2023.4.4
in areas where capacity issues already exist, helping to remove green barriers and ex- 2023 4.6
pedite ongoing efforts to facilitate timely and effective investments in the grid. Further- ’
more, NEKST will examine whether additional measures are needed to utilize the grid
more efficiently, including promoting more flexible electricity consumption.

Forest plan

The government will present a forest plan aiming to establish 250,000 hectares of new

forest in Denmark by 2045. The creation of new forests is crucial for achieving climate
neutrality and ultimately net negative emissions. The forest plan will ensure maximum No
synergy and balance among the various purposes of the new forest areas. With the
Agreement on a Green Denmark (2024), the government proposes a land conversion

plan involving approximately DKK 40 bn. (approx. EUR 5 bn) from Denmark's Green

Land Fund, focusing on extensive forest establishment.

Green domestic aviation

With the Agreement on Green Aviation in Denmark dated December 15, 2023, involving

the government, SF, and EL, approximately DKK 0.8 bn. (approx. EUR 100 mn.) has

been allocated for the period 2025-2029 to support the establishment of a green do- 2023.4.1
mestic route. Additionally, around DKK 1.5 bn. (approx. EUR 200 mn.) will be allocated No 2022 4.1
for the period 2027-2033 to support fully green domestic aviation by 2030. Furthermore, o
a framework of about DKK 1.1 bn. (approx. EUR 145 mn.) is set for the period 2025-
2033 for the green transition of aviation. This agreement will be financed through a pas-
senger tax.

Agreement on the Establishment of a Green Fund (2022)

A total of DKK 1.5 bn. (approx EUR 200 mn.) has been reserved for 2024, along with

DKK 3.25 bn. (approx. EUR 435 mn.) annually from 2025 to 2040 within the fiscal 2023.4.1
framework for the establishment of a new green fund. In total, DKK 53.5 bn. (approx. No 2023.4.6
EUR 7 bn.) is allocated for the green transition towards 2040, of which DKK 10.6 bn. T
(approx. EUR 1.4 bn.) will be designated for the green tax reform. The green fund will 2022.4.1
prioritize significant and long-term investments in climate initiatives, green energy, and
environmental projects.

Agreement on the Development and Promotion of Hydrogen and Green Fuels

(Power-to-X Strategy) (2022)

In 2022, a broad majority in the Danish Parliament supported the PtX agreement, which  p 2023 4.1
takes initial steps toward establishing the framework necessary to promote the develop- 2022 4.1
ment of a PtX market in Denmark. The agreement aims for Denmark to build an electro-

lyzer capacity of 4-6 GW by 2030. The expansion of PtX should occur as much as

CP
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possible under market conditions, considering the security of supply for Danish citizens.
The PtX agreement also includes a grant scheme of DKK 1.4 bn. DKK (approx. EUR
200 mn., in 2024 prices) for hydrogen production, with the tender held in 2023, resulting
in full allocation of the funds.

Additionally, the PtX agreement stipulates the creation of the necessary frameworks to
enable the establishment of hydrogen infrastructure for transportation via pipelines and
for underground storage. It also allocates DKK 344 mn. (approx. EUR 45 mn.) from RE-
ACT-EU funds under the EU’s structural funds and the EU’s Just Transition Fund to es-
tablish a new investment support scheme aimed at accelerating the maturation and
scaling of innovative green technologies, particularly focusing on PtX and hydrogen but
also including pyrolisis and CCUS, of which DKK 244 mn. (approx. EUR 35 mn.) has
already been allocated. This agreement also supports the EU initiative Net Zero Indus-
try Act.

Supplementary Agreement on Energy Island Bornholm (2022)

As part of the implementation of the Climate Agreement for Energy and Industry, a
broad majority in the Danish Parliament decided in 2022 to expand Energy Island Born-
holm from the originally planned 2 GW to 3 GW, with expected realization by 2030, con-
tingent upon the project's profitability. The agreement acknowledges the decision to es-
tablish a connection between Denmark and Germany, made on July 26, 2022.

Preparatory Agreement for Energy Island North Sea (2022)

As part of the implementation of the Climate Agreement for Energy and Industry, the
government entered into an agreement in 2022 that specifies the framework for
preparing the tender for Energy Island North Sea. This includes aspects such as the
technical concept, company structure, and requirements for private co-ownership and
the construction of the energy island. Furthermore, the agreement states that the
decision-making body will make a final decision on the continuation of the project based
on the final cost allocation model of Energinet's net costs and updated profitability
calculations, given the condition that the project must be profitable.

Supplementary Agreement on Tender Frameworks for 6 GW Offshore Wind and
Energy Island Bornholm (2023)

In May 2023, a broad majority in the Danish Parliament established the frameworks for
the expansion of 6 GW radial offshore wind and 3 GW for Energy Island Bornholm. This
agreement potentially allows for the expansion of 14 GW of offshore wind or more, pro-
vided that the offshore wind developers take advantage of the flexibility included in the
agreement to build the maximum capacity on the designated areas.

Agreement on Pesticide Strategy 2022-2026 (2022)

The agreement allocates approximately DKK 368 mn. DKK (approx. EUR 50 mn.) for
the period 2022-2026 to reduce pesticide load in Denmark. The initiatives in the
strategy aim to enhance the protection of water environments, groundwater, and
biodiversity, as well as to safeguard public health and food safety.

Agreements on Chemical and Biocide Actions (2022)

The agreements allocate approximately DKK 304 mn. (approx. EUR 40 mn.) for the
period 2022-2025 to enhance Denmark's key priorities in negotiations regarding the
EU's future chemical regulations. The funding aims to ensure chemical control, increase
knowledge and regulation of endocrine disruptors and allergens, and better equip
consumers to avoid purchasing products with harmful chemicals. The biocide
agreement includes the introduction of an authorization scheme for insecticides.

Agreement on IPCEI Hydrogen Projects (2021)

The agreement allocates DKK 850 mn. (approx. EUR 115 mn.) for Denmark's
participation in a large-scale European project, Important Project of Common European
Interest (IPCEI), focused on hydrogen. Two projects have been selected to support the
development of Power-to-X (PtX) technologies in Denmark.

New law on nature and biodiversity

The government plans to introduce a comprehensive law on nature and biodiversity
aimed at creating a greener Denmark. This law will align with the EU's biodiversity
strategy for 2030, which targets 30 per cent of EU land and marine areas to be
protected, with 10 per cent designated as strictly protected. The government aims to
establish a goal of at least 20 per cent protected nature in the upcoming legislation.
These objectives will be developed considering overall land use in Denmark, including
coexistence with agriculture and the expansion of renewable energy.

RRF/
oA CSRCP
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2023.4.2
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PA CSR

New plastic action plan

The government intends to implement a plastic action plan aimed at reducing plastic 2023.3.1
waste in the Danish environment. The plan will focus on initiatives to minimize plastic No

pollution and promote sustainable alternatives, contributing to a cleaner natural 2022.3.1
landscape in Denmark.

New national action plan for PFAS

In 2024, the government launched a new national action plan for PFAS, ensuring ongo-
ing monitoring and control while addressing knowledge gaps in the field. The plan sets
the direction for efforts to reduce PFAS in Denmark, the EU, and internationally.

No o

Marine Plan

The government has introduced an updated marine plan, where over 30 per cent of
Denmark’s marine area is protected. By 2030, a total of 10 per cent will be designated
as strictly protected. The marine plan balances the need for new activities to ensure Eu-
rope's energy self-sufficiency, the interests of current sea users, and the necessity of
protecting nature and biodiversity.

The EU’s Just Transition Fund
The fund is targeted at regions most negatively affected by the transition towards a cli-
mate-neutral economy by 2050, focusing on Northern and Southern Jutland. Approxi- 2023.1.3
mately DKK 636 mn. (approx. EUR 85 mn.) is allocated, supporting technology and PA 2022.2.2
business development in Power-to-X, improved conditions for green transition in SMEs,

I X . 2020.2.3
brown biorefining like pyrolysis, and the development of local value chains for carbon
capture, utilization, and storage.

No -

Development of regional business lighthouses

DKK 1 bn. (approx. EUR 135 mn.) from EU funds has been set aside to support the de-
velopment of regional business lighthouses, including from the EU’s Just Transition
Fund, European Social Fund Plus (ESF+), EU’s structural funds, and the REACT-EU
programme. These lighthouses are strategically important efforts in the 2021-2027
structural fund programmes and aim to support the development of existing and new
strengths, particularly in green areas such as Power-to-X, water technology, biosolu- PA 2020.2.2
tions, sustainable construction, and carbon capture. The allocated funds have initiated
several local activities to support the development of these business lighthouses, in-
cluding establishing test and demonstration projects for green technologies and initia-
tives to expand green infrastructure. The business lighthouses are being developed in
public-private partnerships between the state and local actors to support the long-term
development of local business strengths and skills.

Green transition of agriculture

Denmark's Recovery and Resilience plan includes several initiatives within the agricul-

ture and environmental sectors, with a total investment of over DKK 1.3 bn. (approx.

EUR 175 mn.) from the recovery and resilience facility from 2021-2025. The initiatives =~ RRF o
are estimated to reduce emissions by 0.1 mn. tonnes of CO2, with the largest share of

DKK 660 mn. (approx. EUR 90 mn.) allocated to withdrawing carbon-rich land from agri-

culture.

Energy initiatives in the National Security Policy Compromise (2022)

The agreement parties agreed to launch initiatives that phase out gas to make Denmark

independent of Russian gas. They will explore options for temporarily increasing gas

extraction in the North Sea, increasing biogas usage, advancing Baltic Pipe, or similar

measures to help reduce Europe's dependence on Russian gas.

Baltic Pipe became fully operational on November 30, 2022, a month earlier than 2023 4.1
planned. @rsted and Andel have signed contracts with Equinor for the delivery of Nor- © 2022 4.1
wegian gas to Denmark via Baltic Pipe, enhancing Denmark’s energy security. To in-

crease the share of green gas in Denmark's consumption immediately, the previous

government and a parliamentary majority agreed to temporarily maintain the energy

crop limit (April 2022), keeping the current 12 per cent cap in place for another year to

increase biogas production in 2022 and 2023.

Agreement on Accelerated Planning for the Phasing Out of Gas for Heating and
Clear Communication to Citizens (2022)

The agreement aimed to accelerate the rollout of district heating. Municipalities in 2022 2023.4.1
were tasked with conducting planning efforts and sending letters to homeowners with oil  No 2023.4.2
and gas boilers in gas-supplied areas, informing them about the possibility of switching 2023.4.6

to green heating. Based on this, specific project proposals were to be prepared in 2023
to enable district heating rollout by 2028, where feasible.

CP
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Extension of the Lifetime of Three Power Plants (2022)

To strengthen the electricity supply situation in the short term, a political mandate was
granted in October 2022 to temporarily delay the closure of three power plants. The clo-
sure has been postponed until August 31, 2024. The temporary postponement applies
to three @rsted-owned plants: Kyndby Power Plant's Unit 21 (light oil), Studstrup Power
Plant's Unit 4 (coal), and Esbjerg Power Plant's Unit 3 (coal).

Robust Framework for Grid Companies' Finances (2024)

A political agreement has been reached to ensure that the electricity grid companies,
which own and operate Denmark's electricity distribution networks, have the financial
framework to support efficient and timely electrification. A new green electrification sur-
charge is being introduced to the grid companies' revenue caps to cover the additional
costs resulting from electrification.

Potential for hydrogen infrastructure establishment

With the first agreement on the ownership and operation of Denmark’s future pipeline-
based hydrogen infrastructure from May 2023, the agreement parties decided that pipe-
line-based hydrogen infrastructure should, in principle, be publicly owned through Evida
and Energinet. Additionally, Denmark and Germany signed a bilateral agreement in
2023 to support the establishment of cross-border land-based hydrogen infrastructure
between the two countries. The second agreement on the economic framework for hy-
drogen infrastructure from April 2024 determined the regulation and the overall condi-
tions for Energinet's access to state financing (e.g., equity injections, loans, guarantees)
of a potential Jutland hydrogen backbone.

Agreement on Long-Term Framework Conditions for Carbon Capture in the Sup-
ply Sector (2024)

The agreement aims to create clear framework conditions for carbon capture in the sup-
ply sector by removing regulatory barriers, enabling the sector's significant carbon cap-
ture potential to be realized. The agreement will be implemented through legislative pro-
posals supporting the participation of utility companies owned by municipalities, includ-
ing waste incineration plants, in CCS tenders. Additionally, the legislation will create
clear financing frameworks for carbon capture activities for both private and municipal
utility companies.

Climate Agreement for More Green Energy from Onshore Solar and Wind (2023)
The Climate Agreement for More Green Energy from Onshore Solar and Wind 2023 en-
ables the state to take a more active role in planning large energy parks onshore,
thereby supporting the ambition of a fourfold increase from the 2022 Climate Agree-
ment.

Based on the 2023 Climate Agreement, adjustments to the renewable energy schemes
have been made, including increasing the rates for the renewable energy bonus and the
green fund. This ensures that the owners of renewable energy facilities share a larger
portion of the profits from the operation of these facilities with neighbours and local
communities, with the aim of securing greater local acceptance of these facilities.
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3.7 The Housing Market

Table 3.8
Selected reforms and investments regarding the housing market

RRF/
PA
Macroprudential measures in the housing market:
A series of regulatory measures have been implemented to strengthen the financial ro-
bustness of homeowners, known as macroprudential measures. These include the
2013 executive order on good practice for housing credit, which introduced a down

CSR CP

payment requirement of 5 per cent for home purchases in 2015, the Growth Guidance No 2022.1.6 2

from 2016, and the introduction of a debt-to-income ratio limit, which determines the
types of loans borrowers can choose from in the 2018 executive order on good practice
for housing credit. In 2024, a sector-specific systemic buffer for exposures to real es-
tate companies was introduced.

Housing tax system:

A new housing tax system came into effect on January 1, 2024. Under this system,
property taxes follow the development in property value. If housing prices fall, property
taxes are reduced accordingly. No current homeowners will be taxed higher under the
new system compared to the previous system. The new system has also made the
temporary freeze arrangement permanent, allowing for the continued deferral of in-
creases in property taxes from 2024. Deferred property taxes must be paid at the latest
when the property is sold.

Agreement on the Fund for Mixed Cities — More Affordable Housing and a Way
Out of Homelessness:

With the agreement from November 26, 2021, DKK 5 bn. (approx. EUR 670 mn.) is al-
located to a range of new initiatives until 2031 to increase the construction of affordable
housing. The initiatives primarily target more social housing in the capital region, where
affordable housing may be scarce. The legislation implementing the various initiatives
came into force on July 1, 2022. Among the initiatives are:

e Land purchase loans for new social housing projects of DKK 1.778 mn. (approx.
EUR 240 mn.)

o Conversion of private rental properties and commercial buildings into social hous-
ing totalling DKK 1.545 mn. (approx. EUR 200 mn.)

o Support for the establishment of particularly affordable social housing of DKK 900
mn. (approx. EUR 120 mn.)

o Support for densification with new social housing of DKK 422 mn. (approx. EUR
55 mn.)

The fund will receive an additional 5 bn. DKK (approx. 670 mn. EUR) for the period
2031-2035, which has not yet been allocated to specific initiatives.

Comprehensive housing policy proposal

The government aims for a mixed housing market where more people can own their

No 2023.1.5 2

No 2023.1.6 2

homes, and where there is a diverse supply of owner-occupied homes, social housing, No 2023.1.6 2

cooperative housing, and private rentals. The government will present a comprehen-
sive housing policy proposal.
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3.8 Defence and Security

Table 3.9
Selected reforms and investments regarding defence and security

RRF/

CSR CP
PA

Defence Agreement for 2024-2033 and the Ukraine Fund

In June 2023, a broad political majority reached a ten-year framework agreement

for Danish defence in 2024-2033 , aimed at significantly strengthening Danish
defence in the long term. The agreement requires substantial investments in

defence and security throughout the agreement period. With the subsequent first

and second sub-agreements from the first half of 2024 the parties agreed to further
increase the financial framework of the agreement. Thus, the total increase in

Danish defence spending over the agreement period amounts to approximately

DKK 190 bn. (approx. EUR 25,5 bn.).

In addition, with the Ukraine Fund has allocated a total of DKK 64.8 bn. (EUR 8,7
bn.) for military support to Ukraine in the years 2023-2028.

The increase in defence spending under the defence agreement and the funds for the
Ukraine Fund means that Denmark's total expenditure on defence and security will
amount to more than 2 per cent of GDP starting from 2023 (at the time of budgetting).









Appendix A. Macroeconomic projection

Appendix Table A.1
Central variables in the projection of the Danish economy

“2323 2023 2024 2025 2026 2027
GDP Yearly change in per cent
Real GDP 25 1.9 2.2 1.0 1.0
GDP deflator -3.8 2.0 1.7 26 2.0
Nominal GDP (bn. DKK) 2,805 -1.4 4.0 4.0 3.6 3.0
Components of real GDP Yearly change in per cent
Private consumption expenditure 1.4 1.7 1.8 1.9 1.9
Government consumption expenditure™ 0.2 33 25 0.6 0.9
Gross fixed capital formation -6.6 -2.0 1.5 3.5 2.1
S::g?i:“i;ai;\:s;tories and net acquisi- A7 0.3 0.0 0.3 01
Exports of goods and services 10.4 25 4.1 3.6 2.7
Imports of goods and services 3.7 1.9 4.0 5.9 3.8
Contributions to GDP growth Percentage points
Final domestic demand -0.9 1.1 1.7 1.8 1.5
:il::r;gfgszlreinventories and net acquisi- A7 03 0.0 0.3 01
External balance of goods and services 5.1 0.6 0.4 -1.1 -0.5
Price level Yearly change in per cent
Private consumption deflator 2.9 1.8 2.0 1.9 1.9
HICP-index 3.4 1.8 2.0 2.0 1.9
Government consumption deflator 1.7 3.8 3.6 3.6 2.8
Investment deflator 4.5 1.4 1.7 2.3 1.8
Export price deflator -14.0 -0.9 0.7 2.0 1.8
Import price deflator -6.8 -1.2 5 1.7 1.9
Labour market Yearly change in per cent
Employment (1,000 persons) 3,089 1.3 1.1 -0.1 -0.6 -0.3
Average annual hours worked per per- 1,431 04 0.1 01 03 0.2

son employed

2028

0.6

2.6

2.6

0.3

0.7

2.0

0.1
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Appendix Table A.1
Central variables in the projection of the Danish economy

2023 o023 2024 2025 2026 2027 2028
(level)
Real GDP per person employed 1.2 0.8 2.3 1.6 1.3 1.0
Real GDP per hour worked 1.5 0.8 24 1.3 1.1 1.0
Compensation of employees (bn. DKK) 1,429 4.7 6.1 3.3 34 3.2 3.0
Compensation per employee (1,000 490 3.1 5.0 3.4 3.9 35 34
DKK)
Unemployment Per cent
Unemployment rate 2.6 2.7 2.8 29 3.0 3.2
Potential GDP Yearly change in per cent
Potential GDP?) 3.0 21 2.6 1.2 1.3 0.9
g%r;,trlbutlons to growth in potential Percentage points
Labour 0.8 0.7 0.2 -0.2 0.1 0.1
Capital 0.7 0.7 0.7 0.4 0.4 0.4
Total factor productivity 15 0.7 1.7 1.0 0.7 0.4
Per cent of GVA

Output gap® 1.7 1.5 1.2 1.0 0.6 0.3
1) The real growth in public consumption is measured using the input method, excluding deprecia-

tion, and thus reflects the growth in resource consumption rather than the progress in services.

Therefore, it cannot be compared with the real growth in private consumption.
2) Indicates the contribution of inventory changes to GDP growth.
3) Including a contribution from real indirect duties.
4) The output gap is calculated based on Gross Value Added (GVA).

Source:  Updated 2030-projection, August 2024 and own calculations.



Appendix Table A.2
External assumptions

2023 2024 2025 2026 2027 2028
Short term interest rate (yearly average) 2.9 3.4 2.4 2.1 2.2 2.3
Long term interest rate (yearly average) 2.7 2.4 2.2 23 25 2.6
S;S/USD exchange rate (yearly aver- 0.92 0.92 0.92 0.92 0.91 0.91
EéjeF;’DKK exchange rate (yearly aver- 7.45 7.46 7.46 7.46 7.46 7.46
Oil price (Brent, USD/barrel) 82.5 82.4 80.5 81.6 83.4 85.5
GDP growth, world excluding EU" = - - - - -
GDP growth, EU" = - - - - -
Import growth, world excluding EU" o - = - - -
1) In the Ministry of Finance’s projections, there are no explicit forecasts for GDP growth or im-

port volume in the EU or the rest of the world. Therefore, such forecasts are not included in the

current table.

Soutce:  Updated 2030-projection, August 2024 and own calculations.
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Appendix Table A.3
Public revenue and expenditure

2023 (level,
bn. DKK) 2023 2024 2025 2026 2027 2028
Public revenue Per cent of GDP
Taxes on production and imports 388 13.8 13.8 13.8 14.0 141 141

SIS EYES B Ineems, Wi, 827 295 298 295 290 291 292

etc

Social contributions 20 0.7 0.7 0.6 0.6 0.6 0.6
Interest revenue” 42 1.5 1.5 1.4 1.3 1.3 1.2
Other current revenue 125 4.5 4.5 4.4 5.0 5.0 4.8
Capital taxes 7 0.2 0.2 0.2 0.2 0.2 0.2
Other capital revenue -3 -0.1 -0.3 -0.2 -0.2 -0.2 -0.2
Total revenue? 1,406 50.1 50.2 49.8 49.9 50.1 50.0
- of which transfers from the EU® 7 0.2 0.2 0.2 0.1 0.1 0.1

Total revenue other than transfers
from the EU
p.m. Year-to-year changes in dis-

1,400 49.9 50.0 49.6 49.8 50.0 49.9

cretionary revenue measures® = 0 02 o 0.1 2 0.0
p.m. Revenue reductions funded by
transfers from the EU ! L L o 2 2 0.0
p.m. One-offs corrected for by the
Danish Ministry of Finance related 0 0.0 0.0 0.0 0.0 0.0 0.0
to revenue
Public expenditure Per cent of GDP
Compensation of employees 397 14.2 14.4 14.6 14.7 14.7 15.1
Intermediate consumption 227 8.1 8.7 9.1 9.1 9.2 9.4
Interest expenditure 19 0.7 0.7 0.7 0.8 0.7 0.8
Social benefits other than social 400 143 144 146 149 151 153
transfers in kind
Social transfers in kind via market 37 13 14 14 13 13 13
producers
Subsidies 36 1.3 1.4 1.4 1.2 1.3 1.4
Other current expenditure 83 3.0 2.6 2.7 3.3 3.3 3.1
Gross fixed capital formation 89 3.2 383 35 3.6 3.7 35
- of which nationally financed pub- 89 3.2 33 35 36 3.7 35
lic investment
Capital transfers 29 1.0 1.2 0.9 0.6 0.5 0.4
Other capital expenditure -3 -0.1 0.0 -0.1 -0.1 -0.1 -0.1
Total expenditure? 1,314 46.8 48.3 48.7 49.5 49.8 50.2
- of which expenditure funded by

6 2 2 .2 2 1 1
transfers from the EU® 0 0 0 0 0 0
Nationally financed expenditure 1,307 46.6 48.1 48.6 49.4 49.7 50.0
p.m. National co-financing of pro- 1 0.0 0.0 0.0 0.0 0.0 00

grammes funded by EU
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Appendix Table A.3
Public revenue and expenditure

2023 (level,
bn. DKK)

-15 -0.5 -0.5 -0.4 -0.3 -0.2 -0.1

2023 2024 2025 2026 2027 2028

p.m. Estimated cyclical component
of unemployment benefits")

p.m. One-offs corrected for by the
Danish Ministry of Finance related 5 0.2 0.5 0.3 0.1 0.0 0.0
to expenditures

Other temporary factors related to

. . 3 0.1 -0.1 0.0 0.0 -0.1 0.0
the primary expenditures
Net nationally financed primary ex-
penditure (before revenue 1,295 46.2 47.4 47.9 48.8 49.2 49.4

measures)
Net nationally financed primary ex-

. . 7.2 5.0 5.7 3.8 2.9
penditure growth in per cent

Public budget balance Per cent of GDP

Actual budget balance 93 3.3 1.9 1.0 0.4 0.3 -0.1

Primary budget balance 69 25 1.1 0.3 -0.2 -0.3 -0.6

Structural budget balance 1.1 0.6 0.2 -0.1 -0.2 -0.3

Primary structural budget balance 0.5 0.0 -0.4 -0.8 -0.8 -0.8

Public debt Per cent of GDP

Gross debt 944 33.6 32.8 31.4 32.7 33.9 35.6

Change in gross debt -26 -0.4 -0.9 -1.3 1.2 1.3 1.7

Contributions to changes in gross

debt:

Primary budget balance -2.5 -1.1 -0.3 0.2 0.3 0.6

"Snowball-effect” -0.4 -2.1 -1.9 -1.6 -1.5 -1.3

- of which net interest expenditure -0.8 -0.8 -0.7 -0.5 -0.5 -0.5
- of which growth -0.8 -0.6 -0.7 -0.3 -0.3 -0.2
- of which inflation 1.3 -0.7 -0.5 -0.8 -0.6 -0.6

Stock-flow adjustment 24 2.3 1.0 2.7 25 2.4

p.m. Implicit interest rate on debt 1.9 23 2.3 2.5 2.3 23

1) Including dividends and the Danish National Bank's surplus.

2) The calculation of the total public expenditures and revenues is based on the classification of
Statistics Denmark. This implies, for instance, that the sale of goods and services is included as
revenue and not as negative expenditures. As a result, the level of total public expenditures and
revenues differ from those listed in Economic Survey, August 2024 and Updated 2030-projection,
August 2024, while the government budget balance is unchanged.

3) The transfers consist of the total current transfers and capital transfers from the EU.

4) The estimated effects are calculated based on the immediate impact and thus do not include any
revenue or expenditure effects from return flow and behaviour.

5) The expenses covered by EU funds are the total transfers from the EU minus the portion used

for tax measutes as part of Denmark's recovery and resilience plan. This is because lower tax rev-
enues will appear on the revenue side, not the expenditure side.
Source:  Updated 2030-projection, August 2024 and own calculations.



Appendix Table A.4

Estimated effect of discreationary revenue measures

Revenue measures

Housing Tax Agreement

Reduction of electricity tax

Funding for inflation relief
Compensation for rising energy prices"
Funding for Early Retirement Pension
Funding for Green Tax Reform

Tax deduction for R&D

Other

Sum

One-off expenditures corrected for by the

Danish Ministry of Finance

Extraordinary COVID-19-related expenses in
connection with the compensation agreement
for mink farmers and related industries, etc

Repayment of overpaid property tax

Sum

Note:  The estimated effects are calculated based on the immediate impact and thus do not include any

Revenue/
expenditure

Revenue

Revenue

Revenue

Revenue

Revenue

Revenue

Revenue

Revenue

Expenditure

Expenditure

On-offs

No

No

No

No

No

No

No

No

Yes

Yes

revenue or expenditure effects from return flow and behaviour.

1) Compensation for rising energy prices includes, among other things, an increase in the employ-
ment deduction and a reduction in the electricity tax.
Source:  Updated 2030-projection, August 2024 and own calculations.

ESA-code

D.5
D.2
D.2
D.5

D.2

D.2

D.9

D.9

2023

-0.2
0.1

0.1

0.1

0.2

2024

-0.4
0.1
-0.1

0.1

0.3

0.2
0.5
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Appendix Table A.5

Debt and key balance forecasts and underlying assumptions (in the baseline scenario)

Per cent of GDP
Gross debt
Actual budget balance

Cyclical contribution”

One-offs corrected for by the Danish
Ministry of Finance"

Other temporary factors”
Structural budget balance™
Structural net interest revenue
Structural primary budget balance
Interest expenditure

Interest revenue?

Per cent
Long term interest rate (yearly average)
Short term interest rate (yearly average)

P.m.: Implicit interest rate of debt

Change in per cent

Stock-flow adjustment

GDP, yearly change in per cent
Potential GDP

Real GDP

GDP-deflator

Nominal GDP

2023 2024 2025 2026 2027

33.6
3.3
1.5

0.8
1.1
0.6
0.5
0.7

1.5

2.7
2.9

1.9

24

3.0

2.5

-1.4

32.8

0.3
0.6
0.6
0.0

0.7

24
34

23

2.3

2.1

2.0

4.0

314
1.0
1.2

0.0
0.2
0.6

0.7

1.4

2.2
24

23

1.0

2.6
2.2
1.7

4.0

327
0.4
1.0

0.8
1.3

23
21

2.5

2.7

1.2
1.0
2.6

3.6

33.9
0.3
0.6

0.0

0.7

1.3

2.5
2.2

23

2.5

1.3
1.0
2.0

3.0

2028 2029 2030

35.6

2.6
2.3

2.3

24

0.9
0.6
1.9

2.6

374 388
-05 -05
0.0 0.0
0.0 0.0
0.0 0.0
-05 -05
0.4 0.3
-09 -08
0.8 0.9
1.2 1.2
2.7 2.8
24 2.5
2.4 2.5
2.2 21
1.1 1.4
0.8 1.4
1.9 2.0
2.7 3.4
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Appendix Table A.5 (continued)

Debt and key balance forecasts and underlying assumptions (in the baseline scenario)

2031 2032 2033 2034 2035 2036 2037 2038

Per cent of GDP
Gross debt 39.4 401 408 416 422 43.0 437 444
Actual budget balance -0.6 -0.6 -0.7 -0.8 -0.7 -0.7 -0.8 -0.8
Cyclical contribution” 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3?rﬁs?§/so?;f§;iif?r bytheDanish o5 90 00 00 00 00 00 00
Other temporary factors” 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Structural budget balance” -0.6 -0.6 -0.7 -0.8 -0.7 -0.7 -0.8 -0.8
Structural net interest revenue 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.0
Structural primary budget balance -0.8 -0.9 -0.9 -1.0 -0.9 -0.8 -0.9 -0.9
Interest expenditure 1.0 1.1 1.1 1.2 1.2 1.3 1.3 1.4
Interest revenue? 1.3 1.3 1.3 1.3 1.3 1.4 1.4 1.4
Per cent
Long term interest rate (yearly aver- 29 29 30 31 31 392 392 33
age)
Short term interest rate (yearly aver- 26 27 27 27 28 28 28 28
age)
P.m.: Implicit interest rate of debt 2.7 2.8 2.9 2.9 3.0 3.1 3.2 3.2
Change in per cent
Stock-flow adjustment 1.2 1.1 1.1 1.1 1.2 1.3 1.2 1.2
GDP, yearly change in per cent
Potential GDP 1.1 0.9 0.9 0.9 1.3 1.2 1.0 1.1
Real GDP 1.1 0.9 0.9 0.9 1.3 1.2 1.0 1.1
GDP-deflator 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Nominal GDP 3.1 29 29 2.9 33 3.2 3.0 3.1

1) The structural budget balance is calculated by correcting the actual budget balance for cyclical

effects, one-off-measures and the impact of other temporary factors.
2) Including dividends and the central bank’s surplus.

Source:  Updated 2030-projection, August 2024 and own calculations.
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Appendix Table A.6

Implicit and contingent obligations that could potentially have a significant impact on state budgets

Bn. DKK
State guarantees
- Of which to the financial sector

- Of which EU-related (including EIB)

Source: State acconnts for the fiscal year 2023, March 2024 and own calculations.

Appendix Table A.7

Debt projections and additional assumptions (in the baseline scenario)

Per cent of GDP

Gross debt

- Rolled over long-term debt
- Rolled over short-term debt
- New long-term debt

- New short-term debt

Gross debt

- Rolled over long-term debt
- Rolled over short-term debt
- New long-term debt

- New short-term debt

Note:  Denmark’s debt management continuously undertakes various market operations that modify the

2023 2024 2025 2026 2027

33.6

3.3

0.2

0.0

0.0

2031

39.4

2.8

1.0

1.8

0.0

32.8

3.1

0.5

0.0

0.7

2032

40.1

3.0

0.9

1.8

0.0

2.6
1.2
0.0

0.0

2033
40.8
3.1
0.9
1.9

0.0

32.7

1.7

1.1

2.3

0.0

2034

41.6

3.3

0.9

129

0.0

1.9

1.1

2.2

0.0

2035

42.2

34

0.9

2.0

0.0

2028

35.6

2.2

1.1

2.5

0.0

2036

43.0

3.6

0.8

2.0

0.0

2029

37.4

2.4

1.0

2.7

0.0

2037

43.7

3.7

0.8

129

0.0

debt’s maturity profile, including buybacks and new issuances. The projection reflects
expectations for each year’s actual maturities, adjusted for the ongoing market operations

expected to be conducted.

From 2026 onward, it is assumed that changes in the EMU debt arise solely from changes in the

2023

397.2
20.0

89.8

2030

38.8
2.7
1.0
2.6

0.0

2038
44.4
3.8
0.8
20

0.0

state’s bond debt. Additionally, it is assumed that the state’s short-term borrowing strategy for
2024 remains unchanged in all subsequent years and that the remaining maturity of the debt is
eight years, maintained moving forward. It is thereby assumed that the entire short-term debt
portfolio is refinanced annually, and that one-eighth of the debt portfolio, which includes the

short-term debt, is refinanced each year. In years where EMU debt is reduced, it is assumed that

this occurs by not refinancing a portion of the existing debt.
Source:  Updated 2030-projection, August 2024 and own calculations.
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Appendix B. ‘No-fiscal-policy-change’ (EU
NFPC-scenario)

Appendix Table B.1
Debt and key balance forecasts and underlying assumptions (under ‘no-fiscal-policy-change’)

2023 2024 2025 2026 2027 2028 2029 2030

Per cent of GDP

Gross debt 336 328 314 327 339 356 375 39.0
Actual budget balance 3.3 1.9 1.0 0.4 0.3 -01 -06 -0.6
Structural primary budget balance 0.5 00 -04 -08 -08 -0.8 -1.0 -0.9
Cyclical contribution 1.5 1.4 1.2 1.0 0.6 0.3 0.0 0.0
Interest expenditure 0.7 0.7 0.7 0.8 0.7 0.8 0.8 0.9
Per cent

Long term interest rate (yearly average) 2.7 2.4 2.2 2.3 25 2.6 2.7 2.8
Short term interest rate (yearly average) 2.9 34 24 2.1 2.2 23 24 2.5

Implicit interest rate of debt 1.9 23 23 2.5 2.3 23 24 2.5

GDP, yearly change in per cent

Potential GDP 3.0 2.1 2.6 1.2 1.3 0.9 1.1 1.4
Real GDP 2.5 1.9 2.2 1.0 1.0 0.6 0.7 1.4
GDP-deflator -3.8 2.0 1.7 2.6 2.0 1.9 1.9 2.0
Nominal GDP -1.4 4.0 4.0 3.6 3.0 2.6 2.6 34

Fiscal multiplier (0.6)"



Appendix Table B.2 (continued)

Debt and key balance forecasts and underlying assumptions (under ‘no-fiscal-policy-change’)

Per cent of GDP

Gross debt

Actual budget balance

Structural primary budget balance
Cyclical contribution

Interest expenditure

Per cent
Long term interest rate (yearly average)
Short term interest rate (yearly average)

Implicit interest rate of debt

GDP, yearly change in per cent
Potential GDP

Real GDP

GDP-deflator

Nominal GDP

Note:  The table is based on a ‘no-fiscal-policy-change’ scenario, including only reforms that has been passed

2031

2.9

2.6

2.7

1.1

1.1

2.0

3.1

2032 2033 2034 2035 2036 2037

2.9

2.7

2.8

0.9

0.9

2.0

2.9

413

-1.0
0.0

11

3.0
2.7

2.9

0.9
0.9
2.0

2.9

42.2

-1.1

0.0

1.2

3.1

2.7

2.9

0.9

0.9

2.0

2.9

42.9

-1.0
0.0

1.2

3.1
2.8

3.0

1.3
1.3
2.0

3.3

3.2

2.8

3.1

1.2

1.2

2.0

3.2

3.2

2.8

3.2

2.0

3.0

2038

45.4

-1.0
0.0

1.4

3.3
2.8

3.2

1.1
1.1
2.0

3.1

or agreed up by the Parliament. As such it is identical to the planned fiscal path, except that

public expenditure projections after 2028, i.c. after the four year expenditure ceilings, ate based
on demogtaphic changes and do not reflect a political objective of a structural balance at -0,5 per
cent of GDP. Note that in ‘no-fiscal-policy-change’ scenario the structural balance turns out to
be identical to the planned fiscal path, despite the projections being based on different underlying

assumptions.

1) The Danish Ministry of Finance’s calculation of fiscal effects (impact of fiscal and structural
policy on output relative to potential output) is not based on a single fiscal multiplier but on
different multipliers for different fiscal instruments as well as how much these instruments

deviates from a neutral scenario (as defined by the Danish Ministry of Finance). Hence, there is

not a single aggregate fiscal multiplier that is constant over time. For the purpose of EU

surveillance, the Danish Ministry of Finance has in this table listed an average number for the

first-year fiscal multiplier, which reflects an “implicit fiscal multiplier” based on the projection.
Source:  Updated 2030-projection, August 2024 and own calculations.
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