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ABSTRACT

This case study involves Irish Cement Ltd., which holds a dominant position in the supply of cement in Ireland. The

main focus of the agreement was the negotiation of an annualised hours arrangement. The negotiations took place on a

phased basis from 1994 to 1999 in the company’s two plants and across different grades of employees. The process

nature of the industry and seasonal working made annual hours especially appropriate for the business. The outcomes of

the various agreements seem positive, with management reporting significant improvement in the work environment.

The unions achieved an income free from the fluctuations of overtime working and a reduction in working hours as part

of the agreement. The company, on the other hand, was able to address their cost base and achieve the early retirement

of some workers, with new workers being hired on different terms. Any long-term effects of this two-tier arrangement

are unclear at this stage.

INTRODUCTION

Until recently, Irish Cement Ltd. was the sole producer of cement in the Republic of Ireland and it enjoyed a dominant

position in the Irish construction industry. Irish Cement Ltd. is part of the Cement-Roadstone Holdings (CRH) Plc. group

of companies. CRH is quoted on all the main stock markets and has an annual turnover of IEP 5,200 million, of which

Irish Cement contributes IEP 140 million. Irish Cement is highly profitable and in 1998 returned just under IEP 30

million in profits on the IEP 140 million turnover. The company has two plants: one at Platin in Drogheda, County Louth,

and the other in Limerick. The two plants currently produce a total of approximately 2.2 million tons of cement annually. 

Prior to the negotiation of the series of agreements which this case study deals with, the company employed a total of

184 workers in Limerick and 270 in Drogheda. Following the agreement, the employment in both plants is 175 and 253

respectively. The 428 employees are employed in occupations such as general workers, tradesmen, clerical and

administrative staff, supervisors, engineers and managers. All occupations, with the exception of supervisors, engineers

and managers, are unionised. As is common in older Irish companies, multi-union representation is in place in Irish

Cement. The Services Industrial Professional and Technical Union (SIPTU) represents general workers in the Limerick

plant and the Amalgamated Transport & General Workers Union (ATGWU) represents general workers in Drogheda.

Craft workers in Platin are represented by the Technical Engineering and Electrical Trade Union (TEEU); in Limerick,

craft workers are represented by both the TEEU and the Amalgamated Engineering and Electrical Union (AEEU). The

Manufacturing Science and Technology Union (MSF) represents clerical and administrative staff who are unionised in

Limerick, while the ATGWU represents this category of workers in Drogheda.

BACKGROUND TO AGREEMENTS

Irish Cement found in the 1980s that it was facing a decline in demand for cement from the high of 2.1 million tons in

1979. By 1987/1988 the demand stood at 1.1 million tons. This reduction in demand was a reflection of the recession

which the Irish economy experienced throughout the 1980s. Cement is produced in a bulk manufacturing process with

little product differentiation, thus a strategy of product differentiation based on superior quality was not a tenable
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strategic option to adopt. According to the employer representative (ER), interviewed for the study, the costs of

production in Ireland were higher than elsewhere in Northern Ireland and in the UK. In 1989, Quinn Cement established

a plant in Derrylin, County Fermanagh in Northern Ireland which had a capacity of 0.4 million tons; O’Brien in

Waterford/New Ross imported some 250,000 tons at this time.

The market for cement has become even more competitive in the late 1990s, with a number of producers seeking to either

extend their productive capacity or enter the market. In addition, the import of cement is continuing to grow and is

roughly IEP 5.00 per ton cheaper than Irish Cement. It is estimated that the above developments have led to a capacity

of just over 5 million tons for a market of about 4 million tons. At present, Cement Ltd. exports very little of its product

- only about 250,000 tons in all, into the North of Ireland through a subsidiary, Premier Cement. Although it does not

have a quality advantage, Cement Ltd. considers that it is able to offer greater consistency in its product due to its

sophisticated testing procedures. As a result of the opening up of the Irish market to competition, the company has seen

its share of the Irish market decline from approximately 80% in the early 1980s to around 65%. 

In the years 1987/1988, the company had total annual sales in the region of 1.1 million tonnes of cement. The Limerick

plant was under considerable threat at that time, as the capacity of the Drogheda plant exceeded annual sales. Industrial

relations practices were a key feature of the concerns which the company had, not least because the new producers in

the Irish market and many of the importers were non-union and their labour costs, especially pay rates, were significantly

lower than Irish Cement. The ER said that there had been ‘a long history of … rather difficult industrial relations largely

based on the company had being doing well but mostly driven, I suppose, by the employees wanting to earn more from

overtime’. By the early 1990s, the company felt that it had to move to protect its market position and to preserve jobs

by reducing production costs. The first objective the company set itself was essentially a pluralist one: to ‘get the concept

of agreements and adherence to the agreements accepted’ (interview ER). To this end, they negotiated and managed to

get accepted a comprehensive procedure agreement with the four unions the ATGWU, SIPTU, AEEU, TEEU in

September 1993. 

This agreement was then adapted when the company sought to rationalise the hours of work and the numbers in

employment. The mechanism which the company used to achieve these objectives was to propose to negotiate a

collective agreement on ‘annual hours’. Annual hours involve employees working a set number of hours per year plus a

proportion of what are know as ‘reserve hours’ and are in return paid an annual salary. Overtime pay (being covered by

incorporating some or all of the previously worked overtime in the overall annual salary) is normally discontinued.

Annual hours agreements, while not common, have been negotiated in a select number of Irish companies. The Irish

Business and Employers Confederation notes it occurs in 11% of partnership agreements (IBEC, 1999). Annual hours

agreements are especially suited to companies which experience seasonal variations in demand or which have planned

shut-downs. The reserve hours can be used by the companies during the peak production periods.

Pacts for employment and competitiveness: case studies
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Irish Cement Ltd.

RATIONALES OF THE PARTIES

Employer’s side

This case study concerns a series of agreements negotiated separately in both plants over a period of time with the two

general unions and the two craft unions. The negotiations commenced in 1994 and the main motive for the negotiations

came from management. They were concerned with enabling the company to rationalise to meet new competitive

pressures emerging in the Irish market. This rationalisation had two central elements to it. Firstly, the reduction of

headcount, and secondly, a reduction in overtime working to reduce costs. The company also wished to rationalise its

wage structure and to achieve greater levels of functional flexibility. In addition to emerging competitive pressures, a

further important factor moving the company in the direction of annual hours was the pending introduction of the

European Union Working Time Directive. Irish Cement had a high overtime working environment. The company was

conscious that the application of the directive would create a requirement for the reduction of overtime working and

consequently earnings. This, they felt, would lead to a reaction from employees who had become used to high levels of

earnings. The company would also have been faced with a need for a major recruitment programme due to inflexibility

in working arrangements. Thus, a requirement for flexibility was one of the key company requirements. On the other

hand, the impending Working Time Directive provided a useful lever for the company during negotiations, as earnings

would reduce anyway through the need to comply with the Directive. To this end, the company strengthened its hand by

not seeking a derogation from the EU directive on working time and also by cutting back on overtime in advance of the

introduction of the Directive from 1990 onward.

Trade union response

The trade union response obviously differed between the various unions; however a common thread can be detected in

their approaches. This was described as follows by the union official involved in the SIPTU agreement in Limerick, Mr.

Kevin O’Connor Regional Secretary SIPTU (interview for this study). He said that the objective of the union was to have

a stable income free from the fluctuations of overtime working. He said that ‘fluctuations in employee’s incomes creates

huge problems and that the approach of the union was to seek reasonable pay without having to work excessive hours’.

Irish Cement, Mr. O’Connor said, was a company categorised by high, but not guaranteed overtime, with an average age

of employees somewhere in the mid-50s. The company had not employed new permanent employees over the last ten

years. They had hired temporary employees who enjoyed lower pay and conditions than permanent workers. There was

a need to regularise their position within the company. 

PROCESS

The company decided that it would not be possible to negotiate with all of the different groups of employees at once,

due to the complicated nature of the working arrangements and the variety of issues which concerned each group.

Initially, they approached the fitter group at the Platin works in Drogheda with a proposal of ‘contracting out’

maintenance work, with a suggestion that current employees be set up as a self-employed ‘contract group’. Despite some
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interest on the part of the fitter group, this proposal was not proceeded with when the fitters lost interest in it. The

company then tabled a proposal for annualised hours in 1994. The company had, as part of this annualised hours

proposal, a number of objectives, among which were the following:

n to eliminate overtime payments as an issue;

n to improve the industrial relations environment;

n to increase workforce flexibility;

n to have freedom in relation to employment of contractors and temporary employees;

n to improve overall workforce productivity;

n to rationalise the payroll system, eliminating the many minor payroll components which made payroll calculations

complex; and

n to allow significant manpower reductions.

Following negotiations, agreement was first reached with the Craft Group in Platin in 1994. This agreement subsequently

provided the basis for the further agreements: with the general workers in Platin in February 1999; with the general

workers in Limerick in June 1998; with the fitter group in Limerick in August 1998 and finally in May 1999 with the

electricians in Limerick. All unionised employees in Cement Limited are now covered by an annual hours agreement,

with the exception of electricians in Drogheda. The company did not seek to introduce annual hours for clerical staff, as

overtime was not an issue with this category of employees. 

CONTENTS OF THE AGREEMENTS

Common elements

Overall, there have been five different agreements reached at the two sites with the trade unions. An outstanding feature

of the agreements is that they are highly sophisticated and detailed in their provisions, with each agreement being

tailored to the circumstances of the category of workers covered by the agreement. Inevitably, there are some variations

in the five agreements, however, the following elements are common to all agreements.

n The payment of an annual salary calculated on the basis of a 39 hour working week.

n Payment for working reserve hours, with employees having a right to opt for one of five bands ranging from zero to

450 hours, with payment reduced on a sliding scale if they opted to work at a band less than the maximum of 450

hours.

Pacts for employment and competitiveness: case studies
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n The 450 reserve hours were to be reduced by a premium number of hours depending on whether theses hours were

worked on normal over time (premium 1.5), or enhanced over time (at a premium of two times for Sunday working

and three times for working on public holidays). Detailed arrangements for decreasing the reserve hours for

unscheduled call-outs, travelling time and other factors were also specified in the agreements.

n The elimination of a wide range of what the company considered anomalous ‘additional payments’ to enable the

rationalisation of the payroll system.

n Payment to be monthly, as distinct from weekly, which had pertained prior to the agreement.

n Agreement to ‘common sense’ flexibility.

n Agreement to company use of private contractors in a wide range of defined situations.

Voluntary severance package

In order to reduce the staffing levels, a voluntary severance package was agreed. This provided for the following groups.

n Group A (those over 55 years and under 60 years of age):

n Voluntary severance;
n statutory entitlement;

n 1.5 week per year of service and IEP 10,000 lump sum; and

n pension based on actual service at time of retirement.

n Group B (those over 60 years and under 65 years of age):

n voluntary severance;

n statutory redundancy entitlement; and

n pension based on potential service to 65 years of age.

n Group C (those under 55 years of age):

n 5 weeks’ pay per year of service; and

n Statutory redundancy entitlement.

© European Foundation for the Improvement of Living and Working Conditions, 2002
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Annual hours elements

Table 1 contains extracts from the agreement dealing with the annual hours elements.  

ANNUAL HOURS ELEMENTS   Table 1

Source: Limerick Works Company - Union agreement between Irish Cement and SIPTU

In the case of the Craft group in Limerick, employees allocated to the top band of reserve hours were paid a total of IEP

7,023 per annum, with the amount paid reducing for each lower band. Provisions relating to the payment of reserve hours

for general workers on a pro rata scale were contained in the agreements pertaining to them. However, following the

signing of the agreement, newly hired workers were placed on band three, whereas virtually all of the existing workers

opted to be placed on band five. This represented the introduction of a two-tier system of employment in which newer

employees did not have the same earning potential as existing employees. Such arrangements were introduced in a

number of employments in Ireland in the 1980s and are examples of ‘concession bargaining’ by unions. In return for

accepting these arrangements, the following concessions were agreed by management:

n security of employment;

Pacts for employment and competitiveness: case studies
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This agreement involves moving from the existing payment system, which consists of basic pay for a
39-hour week plus overtime paid as it is worked and at agreed varying rates, to a system of a fixed
annual salary, consisting of a basic salary element and an additional payment related to the
commitment on additional hours to be worked. The annual salary of each mechanical tradesman shall
be calculated as follows:

(Grade 9, Point 11) Basic hours
39-hour week x 52 weeks

= £17,806

In the case of 450 additional hours = £7,023

Exam Allowance = £1,488

Share Participation = £4,000

Total = £30,317

Paid in 12 equal monthly amounts on or nearest working day to 15th day of each month (except for
share participation).

Reserve Hours and Salary

Each employee's personal commitment to work additional hours to be set at an agreed level on the
following bands.

Band No. Additional Annual Hours

1 0

2 115

3 225

4 340

5 450
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n guaranteed annual salary, including basic pay plus payment for additional committed hours;

n buy-out of ‘additional payments’ in payroll with a lump sum compensation of based on a multiple of two years of the

value of payments to individual employees;

n payment of an examination allowance for craft workers (currently IEP 1,500) and a skills allowance for general

workers (currently IEP 1,300);

n the payment of a share participation bonus, up to IEP 4,000 for certain employees and reduced levels for others; and

n the enhancement of the company pension to include the basic annual salary and the examination/skills allowances, but

to exclude payment for additional committed hours and share participation bonus.

While the company guaranteed security of employment, this took a number of forms. In the craft agreements, a so called

‘establishment number’ specified the minimum number of employees, but in the general worker agreements, no

minimum number of employees was specified. In addition, the guarantee was qualified by the following clause:

Economic circumstances

‘Should economic circumstances result in lay-offs or plant closures during the year, salaries and

additional hours will be adjusted in accordance with the period of the pay-off or closure’.

(Source: Limerick Works Company - Union agreement between Irish Cement and SIPTU)

This provision is one of a number of ways in which management in companies in Ireland deal with the issue of job

security aspects of agreements involving employment and competitiveness. In this instance, the job guarantees are

conditional on market performance and subject to revision in the event of the market not performing as expected. In

effect, production requirements determine manning levels following rationalisation. 

Workforce reductions

In Platin, it was agreed that for a one kiln operation, the number of general workers would reduce from 85 to 65. In

Limerick, the reduction was to be from 78 to 55. On the other hand, a reduction from 21 to 14 craft workers was agreed

for a one kiln operation in Platin. In Limerick, the craft number was to be maintained at 12 but has actually increased to

13 due to increased demand. 

EFFECTS OF AGREEMENT

In general, both trade union and management representatives who were interviewed for this case consider the agreement

to have been a success. The company supplied the information in Table 2, indicating the mutual benefits of the

agreement. The ER interviewed for the study said that ‘the mechanical engineer would say he couldn’t survive today

without the agreement’. The trade union official interviewed indicated that ‘there had been no real problems with the

agreement’ and that there had been considerable benefits to the workforce in line with the items identified by

management in Table 2. 
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LIST OF CLAIMED MUTUAL BENEFITS   Table 2

Source: Company documentation

Many of the benefits from the agreements come from the nature of annual hours. There is no longer any incentive for

employees to maximise overtime; in fact, quite the opposite is the case, as fewer reserve hours need to be worked if work

is completed promptly. This has assisted in promoting functional flexibility between employees. It has also removed

resistance to the employment of private contractors, as this lessens the burden of work on employees. There has been a

reduction in hours of work and employees have begun to appreciate the increased leisure.

The employment security provisions have been made largely irrelevant, at least for the moment, due to the continued

rise in demand for cement because of the booming Irish economy. This was not something which either management or

unions in Irish Cement had anticipated, and has led to the hiring of about eight additional employees above the employee

numbers provided for in the agreement. This is not seen as a major issue by the company, as the new employees have

lower earnings since they are placed on a lower band of reserve hours. The company estimates that currently total

average annual earnings for newly employed craft workers under the agreements is IEP 26,000, which compares with

IEP 32,000 for employees employed prior to the agreements. General workers employed prior to the agreements earn on

average IEP 29,000 and the new employees about IEP 24,000 to IEP 25,000 per annum. 

The long run effects on industrial relations of this two-tier employment system is uncertain, and it was indicated to the

author that it could be a source of future unrest. In addition, both management and union sources indicated that the

agreements are relatively new except for the agreement with the craft group in Platin. Thus it may be too soon to

conclude that all aspects of the agreement will operate to the long-term satisfaction of each side. Management indicated

Pacts for employment and competitiveness: case studies
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Company Benefits Employee Benefits

Improvement in productivity Improved basic pay

Increase in flexibility Stable income

End to demarcation Increased pension benefit

Increased use/access to contractors Redundancy package available for older
employees

Potential reduction in absenteeism Reduction in overtime worked and consequent
increase in leisure time

Decrease in manning levels Improved sick pay scheme

Abolition of weekly/cash pay Only maximum 80% of reserve hours to be
completed

Simplified pay structures The scope for lump sum buy-outs to be taken tax
efficiently

More harmony within workplace due to removal
of overtime and disputes over job demarcation
(sources of many grievances)

Enhanced share option scheme, which is tax
efficient and has the potential for growth in value
of shares

Reduction in overtime worked
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that while the various production departments do not experience mechanical or production breakdowns, the agreement

is likely to be beneficial. The ER said, however, that if mechanical or electrical failures occur on a regular basis, this will

lead to the using up of the reserve hours and that in this event the ‘whole essence of the agreement could come into

question’. The union official interviewed also indicated the potential for further amendment of the agreement at a future

date. There was, he said, unfinished business in relation to the pension provision which had not included the reserve

hours for the calculation of pension entitlement, as is common in other annual hours agreements.

EVALUATION

The company managed to substantially achieve all of the their original objectives, although there was considerable fine-

tuning and compromise on some items. The provision for redundancy terms was a key element of the agreement and

there was not any significant resistance to redundancies by the trade unions. The absence of resistance to redundancies

in Irish industrial relations is common and in Cement Limited there are clear reasons why redundancies were not

opposed but welcomed by some workers. Firstly, the agreements specified that all redundancies would be on a voluntary

basis, thereby making redundancy optional. Secondly, the high average age of the workforce meant that a number of

employees were interested in redundancy, as employees could retire ‘in the full of their health’ (interview ER). The

agreements provided for enhanced early retirement, making them attractive to older workers. Thirdly, some of the plant

agreements made provision for security of employment for remaining employees. In particular, the agreements with the

craft unions specified a minimum number of employees, defined as the ‘establishment number’, which were to be

maintained in employment; furthermore, there was to be no reduction in the number of craft employees. Redundancy

was available to craft employees, but all redundant employees were replaced by new hires. Fourthly, the agreements

provided for the making permanent of a number of temporary employees where the numbers opting for voluntary

redundancy exceeded the numbers required to operate the plants. 

Following negotiation of the collective agreement, a significant number of older employees did in fact take early

retirement. In this way it can be seen that job preservation was not a significant consideration for the employees of

Cement Limited. Significantly, the agreements also made provision for providing security of employment for a large

number of employees who had previously only been employed on a temporary basis, and whose terms and conditions

of employment had been inferior to permanent workers. For instance, in the Limerick plant, 11 of the 17 temporary

general workers were made permanent. This took place on a so called two for one basis. For every two employees taking

voluntary severance, one temporary employee was made permanent. New employees were, however, employed on a

lower band of reserve hours than existing employees. This example of concession bargaining in the agreement has had

the effect of introducing a two-tier employment system. Seeing that the agreement on the whole could not be classified

as an example of concession bargaining, all sides would consider it an attempt to reach a ‘fair compromise’ in the

circumstances, albeit that there are outstanding issues for both sides. These are the continued growth of competition (for

the company) and the two-tier employment system and the non-inclusion of reserve hours in the pension scheme (for the

unions).
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