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New rules on hiring-out of labour may 
expand the number of foreign workers 
subject to the rules 

In brief 
Denmark recently changed the rules on 
hiring-out of labour to align with the 
Organization for Economic Co-
operation and Development's (OECD) 
definition of hiring-out of labour. The 
hiring-out of labour tax rate remains 
unchanged at 30%. 
 
The rules up to now 

Generally, hiring-out of labour describes 
an arrangement where a local employer 
uses short-term foreign labour and 
avoids taxation of employment income 
in the home country by recruiting 
workers through a foreign intermediary. 
Usually, the employment relationship 
exists between the foreign intermediary 
and the worker and not with the local 
employer.  

In Denmark, the hiring-out of labour 
rules applies to individuals who 
through their foreign employer 
perform work in Denmark for a Danish 
company. Such individuals are subject 

to a special 30% hiring out of labour 
tax (in total 35.6% including AM 
contribution). No deduction is allowed 
for expenses related to individuals 
subject to the rules. The special 30% 
tax rate does not apply to individuals 
who are fully tax liable to Denmark. If 
the hiring-out of labour rules apply, 
the Danish company is obligated to 
report and withhold the tax and AM-
contribution.  

In practice, it can be difficult to 
determine whether an individual is 
subject to the rules on hiring-out of 
labour or whether the contract 
between the foreign employer and the 
Danish company establish a usual 
business relationship. In the situation 
where a foreign company does not 
hire-out employees – but instead has 
entered into a usual business 
relationship with a Danish company, 
the foreign employees have until now, 
often not been tax liable to Denmark. 
This is because the foreign employer 
usually has no permanent 
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establishment in Denmark, and the 
foreign workers often do not stay in  

Denmark for more than 183 days 
within a 12 month period. 

Until now, application of the rules 
placed great emphasis on the following 
conditions: 

 whether the foreign employer 
or the Danish company has 
responsibility for the overall 
management of the work 
performed 

 

 whether the payment is a fixed 
fee or if payment is based on 
hours spent. 

 
Tightening of the rules 
 

The rules on hiring-out of labour were 
changed in connection with the 
passing of tax reform in 2012.  Going 
forward, a main condition is whether 
the work performed by the foreign 
employees can be seen as an integrated 
part of the Danish company’s activity. 
This applies both to the company’s core 
services as well as to work which is 
performed as a natural part of running 
the company, e.g., bookkeeping, 
cleaning and catering services. 

This means that foreign workforce 
used by Danish companies may be 
subject to the rules on hiring-out of 
labour if the work can be seen as an 
integrated part of the Danish 
company’s activity, even though, the 
activity is based on a contract where a 
usual business relationship has been 

established and not based on a specific 
hiring-out of labour contract. 

If the Danish company has outsourced 
the work to an independent provider 
such that the work is no longer 
integrated in the Danish company, the 
situation may be different. 

Effective date  

The new rules have been in effect 
since the passing of the law. 
However, a transitional arrangement 
is provided for contracts already 
signed as the new rules do not apply 
until October 1, 2013. 

Bottom line 
The change implies that there may be a 
far greater number of foreign 
employees working temporarily in 
Denmark subject to the rules on 
hiring-out of labour. As a result, these 
temporary employees may no longer 
be able to avoid Danish taxation. 

Furthermore, Danish companies that 
utilize foreign workers may to a greater 
extent be obligated to withhold Danish 
hiring-out of labour tax for such 
workers, even though the workers are 
not employed by the Danish company. 

We recommend that all agreements 
with foreign suppliers, co-operators 
and subsidiaries be reviewed taking 
these changes into consideration. 
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