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Traditionally, variable pay systems - whereby employees’ pay is
linked in some way to individual or collective performance -
have been seen as an “employers’ issue”, and they are gener-
ally fiercely opposed by trade unions. However, in recent
years, variable pay seems to have become somewhat less
controversial in Europe, and has even been given a high prior-
ity on some unions’ bargaining agendas. This does not mean,
however, that differences of opinion no longer exist over the
real or perceived advantages or disadvantages of variable pay
and its effects on productivity and competitiveness, social
cohesion, industrial relations, and especially the structure of
collective bargaining. Introducing or changing variable pay
systems can still give rise to industrial action, or even public
controversies.

The comparative supplement in this issue of EIRObserver
examines the issue of variable pay in the 15 EU Member
States, plus Norway. It looks at the incidence and develop-
ment of different systems, the extent to which variable pay is
covered by collective bargaining and the attitudes of the
social partners, the government and the public, concluding
with an analysis of the impact of variable pay on industrial
relations.

Pay, of course, is at the heart of industrial relations, and many
features in this issue focus on various aspects of the subject -
notably gender pay equality and inequality in Austria and the
UK, wage growth in Norway, and pay bargaining in the
Danish finance sector.

EIRObserver presents a small edited selection of articles based
on some of the reports supplied for the EIROnline database,
in this case for March and April 2001. EIROnline - the core of
EIRO’s operations - is publicly accessible on the World-Wide
Web, providing a comprehensive set of reports on key indus-
trial relations developments in the countries of the EU (plus
Norway), and at European level. It can be found at:

http://www.eiro.eurofound.ie/

EIRO, which started operations in February 1997, is based on
a network of leading research institutes in each of the coun-
tries covered and at EU level (listed on p.16), coordinated by
the European Foundation for the Improvement of Living and
Working Conditions. Its aim is to collect, analyse and dissemi-
nate high-quality and up-to-date information on key develop-
ments in industrial relations in Europe, primarily to serve the
needs of a core audience of national and European-level
organisations of the social partners, governmental organisa-
tions and EU institutions.
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Average collectively agreed weekly
working time stood at 38.1 hours
across the EU (plus Norway) in
2000, down half an hour from
1999. Agreed weekly hours are
between 37 and 39 hours in 14
countries. Annual leave entitlement
averages nearly 26 days.

The duration of working time remained
at the core of industrial relations in
2000 across the EU. Although whole-
sale major cuts in the working week
through collective bargaining have
stalled for the present, they are still on
the agenda of many trade unions (as in
Greece, Portugal or Spain) or govern-
ments (as in Belgium). The exception is
France, where legislation introducing a
35-hour week has dominated bargain-
ing in the past few years. Furthermore,
significant working time cuts are still
being achieved in some countries in
particular sectors and companies (as in
Spain). Smaller reductions and shorter
working time in the form of additional
leave, often linked to the introduction
of greater flexibility, are still common
(as in Denmark and Sweden).

Working time is also an important issue
at EU level. For example, in 2000 the
1993 working time Directive was
extended to a number of previously
excluded sectors and activities, while
the 2001 Employment Guidelines refer
to the reduction of working hours as a
potential issue for social partner agree-
ments on modernising work organisa-
tions.

This annual update, based on contribu-
tions from the EIRO national centres,
aims to provide an overview of the
duration of working time in the EU
(plus Norway) in 2000 (and 1999). It is
a brief summary of a full update pub-
lished on the EIROnline website, which
gives detailed information on informa-
tion sources and sets out the problems
of comparison and the numerous
caveats which apply. The figures provid-
ed here should be treated with extreme
caution, and readers should refer to the
full EIROnline update and the various
notes and explanations provided.

Average agreed weekly hours

Collective bargaining plays a key role in
determining the duration of working
time in all 16 countries. However, this
role differs widely between countries,
with different bargaining levels playing
different parts, and bargaining cover-
age varying considerably. Furthermore,
the importance of bargaining differs
considerably between sectors and
groups of workers. The relationship

between bargaining and legislative pro-
visions also varies between countries.
The figure below sets out the average
normal weekly working hours for
full-time workers as set by collective
bargaining, across the whole economy,
for in 2000. 

Agreed hours in 2000 were generally
identical to those in 1999. The main

change is in France, where the statutory
35-hour week came into force in 2000,
with collectively agreed hours largely
falling into line. Finland and
Luxembourg also saw smaller falls in
average agreed weekly hours. Except
for France, the figures indicate that
major working time reductions were
largely absent across the EU in 2000, as
in 1999. However, the overall average
weekly hours for the 16 countries has
fallen from 38.6 in 1999 to 38.1 in
2000 - largely due to the French hours
cut. Other points to emerge include the
following:

• with the introduction of the 35-hour
week in France, the range of normal

weekly agreed hours across the 16
countries has widened, with five hours
separating the minimum (35 hours)
from the maximum (40 hours), com-
pared with three hours in 1999.
However, 14 countries have a normal
working week of 37 to 39 hours inclu-
sive;

• it is hard to discern any clear trend in
relation to geographical groups of
countries. While the southern Member
States of Greece, Portugal and Spain
are among those with above average
weekly hours, and the northern coun-
tries of Denmark, Germany, the

Netherlands and Norway are among
those with the lowest, Belgium,
Luxembourg and Sweden are also
countries with long hours, while Italy is
below the average; and

• the long-standing trade union goal of
a 35-hour week has been reached in
France, though under the pressure of
legislation. It is still is far from being
attained in other countries (though it
has been achieved in particular sectors,
such as German metalworking).

Agreed weekly hours by sector
Our update also examined average nor-
mal weekly working hours for full-time
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workers as set by bargaining in sectors
selected to represent manufacturing
industry (chemicals), services (retail),
and the public sector (central civil serv-
ice).

Comparing the three sectors, in 2000
the highest average collectively agreed
weekly hours were found in chemicals
at 38.4 hours, followed by retail at 38.3
and the civil service at 37.7. In chemi-
cals and retail, average hours were
above the overall whole-economy aver-
age of 38.1 hours, while in the civil
service they were below average. The
only major changes between 1999 and
2000 were cuts from 39 to 35 hours in
French chemicals and retail.

In chemicals, in 2000 the longest
weekly hours (40) were in Greece,
Luxembourg, Portugal and Sweden,
and the shortest - by some distance - in
France (35). The overall ranking of the
countries is similar to that for the
whole-economy figures, though hours
in Belgian, Dutch, Finnish, Luxembourg
and Swedish chemicals are notably
lower than the national average, while
those in Finland are notably higher.

In retail, in 2000 the longest weekly
hours (40) were found in Greece, Italy,
Luxembourg, Portugal and Sweden and
the shortest in France (35). Working
hours in Belgian retail are notably lower
than the national average, while those
in Italy, Luxembourg, the Netherlands
and Sweden are notably higher.

In the central civil service, in 2000
the longest weekly hours (40) were
found in Austria and Luxembourg, and
the shortest in Portugal (35). There are
some clear departures from overall
national averages: working hours in the
Belgian, Greek, Finnish, Italian, Dutch
and Portuguese (very notably) civil serv-
ice are notably lower than national
averages, while those in Austria and
Germany (and France, pending the
introduction of the 35-hour week) are
notably higher.

Statutory maxima
Bargaining on the duration of working
time usually occurs within the frame-
work of statutory rules on maximum
working times. These should at least
respect the provisions of the 1993
working time Directive, including a
48-hour maximum working week (aver-
aged over a reference period not
exceeding four months) and a mini-
mum daily rest period of 11 hours. The
exception is Denmark, where there are
no statutory maximum working time
rules, with the EU Directive implement-
ed through bargaining (as is normal in
this country).

On weekly maxima, the countries form
two groups: those which set maximum
weekly hours at the 48 hours specified
in the Directive (France, Germany,
Greece, Ireland, Italy, Luxembourg, the

Netherlands and the UK); and those
which operate a lower limit of 40 hours
(Austria, Finland, Norway, Portugal,
Spain and Sweden) or 39 hours
(Belgium). In the first group, the statu-
tory maximum far exceeds average col-
lectively agreed weekly hours and aver-
age actual weekly hours - it thus
appears to operate essentially as a
“safety net”. In the second group, the
statutory maximum is far closer to aver-
age agreed or actual weekly hours,
indicating a more active role for the law
in governing working time. These statu-
tory maxima may be exceeded in many
countries, in the context of working
time flexibility schemes allowing weekly
hours to be varied around an average
over a reference period (as permitted by
the Directive). 

All countries also have a form of statu-
tory maximum working day (except
Denmark). In Ireland, Italy and the UK
there is no explicit maximum working
day (except for night workers), but a
13-hour maximum can be derived from
the Directive’s minimum 11-hour daily
rest period. Elsewhere, the daily maxi-
mum varies from 10 hours (Austria,
France, Luxembourg and Portugal) to
eight (Belgium, Finland, Germany,
Greece and Sweden). Again, daily hours
may often be higher in the context of
working time flexibility schemes.

Actual weekly hours
National data on average actual weekly
hours (which include factors such as
overtime) are often problematic for pur-
poses of comparison, given differing
definitions. Notably, many national sur-
veys do not distinguish between full-
and part-time workers. However, fig-
ures are available for the average actual
weekly hours of full-timers in 12 coun-
tries (though the 2000 data for most
countries are not yet available).

The highest levels of actual hours
worked are found in Greece (42.3) and
Finland (41.0) and the lowest (38.0) in
Belgium, Denmark and the Netherlands.
Actual hours worked are in most coun-
tries higher than the normal collectively
agreed working week - as in Denmark,
Finland, France, Greece, Luxembourg,
the Netherlands, Norway and the UK -
while in the remainder actual hours are
below agreed hours (by a maximum of
1.3 hours in Spain). Average actual
weekly hours in the 12 countries were
39.4 in 1999, compared with average
agreed hours of 38.6. The average
actual working week is within one hour
of the agreed normal week in five of
the countries. However, in five countries
actual hours exceed agreed hours by
two hours or more - Greece, the UK,
Finland, Norway and (most notably)
France.

For the same 12 countries, figures are
available for average actual weekly

hours of part-time workers (though the
definition of part-timers varies). The
longest weekly part-time hours are in
France (23.1) and Austria (21.5) and the
shortest in Spain (16.8) and the UK
(15.4). Average actual weekly part-time
hours stood at 19.5. On average,
part-time actual weekly hours are about
half of full-time actual weekly hours.

Labour force statistics in Germany,
Ireland, Italy and Portugal do not distin-
guish between the average actual
weekly hours of part-time and full-time
workers. Of the four countries, the
longest actual weekly hours for all
workers are in Italy (39.0) and the
shortest in Germany (36.2).

Annual leave
The annual duration of working time is
strongly influenced by the amount of
paid annual leave to which workers are
entitled. The average number of days of
collective agreed annual leave for the
12 countries where data are available
(harmonised on the basis of a five-day
working week) stands at 25.6 days (the
figures apply generally to 2000, with
the only significant change from 1999
being an increase in Denmark). The
highest levels of annual leave are found
in the Netherlands (31.4) and Denmark
(30) and the lowest in Norway (21) and
Ireland (20).

All 16 countries have a statutory mini-
mum period of paid annual leave. The
countries fall into two groups: those
which have a 20-day minimum entitle-
ment, as laid down in the EU working
time Directive (Austria, Belgium,
Germany, Greece, Ireland, Italy, the
Netherlands and the UK) - or 21 in the
case of Norway and 22 in the case of
Portugal; and those with a 25-day mini-
mum entitlement (Denmark, France,
Luxembourg, Spain and Sweden), or 24
in the case of Finland. The only change
from 1999 to 2000 was an increase
from 15 to 20 days in the UK. Average
collectively agreed annual leave exceeds
the statutory minimum by five or more
days in Denmark, the UK, Italy,
Germany and the Netherlands - indicat-
ing that the law acts essentially as a
safety net in these countries. Average
agreed annual leave and the statutory
minimum are close or identical in
Ireland, Norway, Portugal, Sweden and
Finland, indicating a more active role
for the law.

TN0103203U
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Despite continued efforts to reduce
gender-related pay inequality, there
are still notable differences
between the wages of male and
female employees in Austria. This
feature presents recent data on pay
inequalities between women and
men, and discusses possible 
reasons for these differentials as
well as their industrial relations
context.
In spite of long-standing legislation on
equal treatment and opportunities for
women and men - including a ban on
pay and other discrimination at work
and the provision of positive action
measures - gender-related pay differen-
tials are still considerable in Austria, as
revealed by a recent report on the
income of the Austrian population car-
ried out by the national statistical
office, Statistik Österreich (Bericht
gemäß Art 1§ 8 Bezügebegrenzungs-
gesetz, BGBl I Nr. 64/1967 für die Jahre
1998 und 1999). The report provides
data on the average gross pay of
Austria’s 3.6 million employees.

In 1999, a male employee earned ATS
378,571 (EUR 27,513) per year on aver-
age, as compared with ATS 227,284
(EUR 16,518) for a female employee.
Hence, women’s gross annual pay
amounted to only 60% of that of their

male colleagues. The same differential
applied in 1998. Differentiating the fig-
ures by employment status reveals that
gender-specific pay inequalities are
higher among white-collar workers
than among manual workers. In 1999,
the average gross annual pay of female
white-collar workers was ATS 276,011
(EUR 20,059), which was about 52% of
that of their male counterparts. The
corresponding figure for female manual
workers was ATS 160,626 (EUR
11,674), or approximately 60% of male
manual pay. 

The table below documents
gender-specific pay inequality by sec-
tors.

As the table shows, the wage gap
between men and women is most pro-
nounced in financial intermediation (ie
banking and insurance) which is charac-
terised by high pay in relation to most
other sectors and at the same time by a
high level of white-collar employment.
Women earn only 54% - ATS 369,800
(EUR 26,875) per year - of men’s
income in this sector. At the other
extreme of gender-related sectoral pay
differentials are private households and
hotels and restaurants, where pay is far
below average and the share of
blue-collar employment high. With an
average annual wage in 1999 of ATS
153,969 (EUR 11,190) in private house-

holds and ATS 136,006 (EUR 9,884) in
hotels and restaurants, women received
92% and 74% of men’s income respec-
tively. The public sector, where women’s
wages were 71% - ATS 324,600 (EUR
23,590) - of men’s in 1999, also has rel-
atively low pay inequality. 

Overall, pay inequalities are accentuat-
ed by the fact that female employment
tends to be concentrated in low-pay
sectors. Aside from private households
and hotels and restaurants, a typical
example is the manufacture of textiles
and clothing. In 1999, the sector’s
female employees had average annual
pay of ATS 209,953 (EUR 15,258),
amounting to 54% of the average
wage of male employees. Sectoral vari-
ations in gender-specific pay inequality
thus more or less reflect differences
across sectors in terms of employment
composition by gender and employee
status, as well as differences in pay lev-
els.

By contrast, one finds no clear pattern
when comparing the different employ-
ment categories (ie private sector man-
ual workers, private sector white-collar
workers and public sector employees)
with regard to gender-specific pay dif-
ferentials by qualifications and tasks. As
far as manual workers are concerned,
no correlation between gender-related
wage inequality and employees’ level of
qualifications and tasks is visible. The
same lack of correlation holds true for
the public sector. As for white-collar
employees, the gender-specific wage
gap has a “hump” shape, in that the

AUSTRIA
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Gender-specific pay differentials by sector, average gross wages, 1999

Sector Gross annual wages, all employees Women’s wages as % of men’s

Agriculture, hunting and forestry ATS 196,371 (EUR 14,271) 58%

Fishing ATS 198,421 (EUR 14,420) 67%

Mining and quarrying ATS 464,673 (EUR 33,770) 64%

Manufacturing ATS 374,421 (EUR 27,211) 59%

Electricity, gas and water supply ATS 588,068 (EUR 42,738) 56%

Construction ATS 312,532 (EUR 22,713) 75%

Wholesale and retail trade; repair of motor vehicles, 
motorcyles and personal household goods ATS 295,605 (EUR 21,483) 56%

Hotels and restaurants ATS 153,381 (EUR 11,147) 74%

Transport, storage and communication ATS 307,626 (EUR 22,357) 71%

Financial intermediation ATS 530,803 (EUR 38,576) 54%

Real estate, renting and business activities ATS 301,201 (EUR 21,890) 62%

Public administration and defence; compulsory 
social security ATS 314,684 (EUR 22,870) 71%

Education ATS 290,869 (EUR 21139) 74%

Health and social work ATS 283,815 (EUR 20,626) 61%

Other community, social and personal activities ATS 274,340 (EUR 19,938) 55%

Private households ATS 155,064 (EUR 11,269) 92%

Extra-territorial organisations ATS 194,400 (EUR 14,128) 62%

All sectors ATS 319,403 (EUR 23,213) 61%

Source: Statistik Österreich.



gap is narrowest for medium pay
grades and widest among the lowest
and top grades. Furthermore, pay dif-
ferences between men and women are
most extreme among white-collar
employees, and women belonging to
the lowest and highest grades earn less
than 50% of the pay of equally quali-
fied men. 

Overall, gender-specific pay inequalities
are much more profound in the private
sector than in the public sector. 

Possible determinants of
gender-specific pay inequality
There is good reason to believe that the
observed inequality in pay ensues not
from one factor but from several, which
may also interact to some extent.
Qualifications, however, can be ruled
out as a significant factor. It is evident
from the above data that pay inequali-
ties within distinct qualification levels
are generally not lower than inequalities
across these levels. A recent study car-
ried out on behalf of the Ministry of
Economic Affairs and Labour (BMWA),
examines developments from 1993 to
1997 and gives an insight into the
causes of gender-specific pay differen-
tials (Einkommen von Frauen und
Männern in unselbständiger
Beschäftigung, P Gregoritsch, M Kalmar
and M Wagner-Pinter, BMWA, 2000).
One essential factor identified in the
study is working time, in the broad
sense of both the length of the work-
ing week and the continuity of working
life over longer time periods.

As regards the length of weekly work-
ing time, the fact that far more women
than men are part-time employees sig-
nificantly contributes to the pay differ-
entials outlined above. In 1996, 29% of
women employees worked part time,
compared with 4% for men. Pay differ-
entials resulting from this employment
pattern are not a matter of unequal
treatment. However, the Ministry’s
study indicates that even men and
women under the same working time
regime are paid differently. In 1996, the
income of female full-time employees
was 22% lower than that of their male
colleagues. In the case of part-time
work, the corresponding gap to the dis-
advantage of women was 15%.
Another factor related to the working
week is that male employees work
more overtime than female employees.
Given overtime pay premia, this is
responsible for about five percentage
points of the gender-specific wage dif-
ferential. 

As far as long-term continuity of work-
ing life is concerned, gender-specific
differences in terms of taking leave for
family reasons are of utmost impor-
tance. Women who had not taken such
leave earned 20% more in 1997 than
they had in 1993, while women who

had taken such leave earned 9% less in
1997 than in 1993. This loss of income
was mainly due to the fact that many
of the women concerned moved to
part-time employment after leave. In a
longer-term perspective, family-related
leave also reduces the opportunities for
career advancement, which in turn
affects remuneration negatively. Finally,
gender differences in pay emerge as
early as an employee’s first appoint-
ment after leaving the education sys-
tem. On average, men start with a
gross wage which is 18% higher than
that of women belonging to the same
occupational group. 

Role of industrial relations in pay
inequality
Two properties of the Austrian industri-
al relations system are likely to con-
tribute to gender-related pay inequality.
The first relates to the fact that pay dif-
ferentials are generally wide, not only
according to gender but also in terms
of sectors and employee status. Pay dif-
ferentials between various sectors in
Austria are among the largest in the
Organisation for Economic Cooperation
and Development (OECD). Pay differ-
ences between employees with differ-
ent statuses are also substantial.
Manual workers in Austrian industry
earn almost 40% less than white-collar
workers (as against 30% in Germany).
This indicates the irrelevance of soli-
daristic goals for wage setting, some-
thing which probably also affects the
gender issue. The unions have tradition-
ally understood solidarity as a device for
maintaining a maximum level of
employment. In this respect, they have
been highly successful by international
standards. In comparison with this goal,
egalitarian bargaining goals have clearly
receded into the background. 

While this mode of wage formation
and the underlying bargaining priorities
are specific to Austria, the other indus-
trial relations factor can be found in
most European states: the lower unioni-
sation rate of women, compared with
men. At the end of 1999, the share of
women in total Austrian union mem-
bership was 32%. This has not signifi-
cantly changed for decades, with the
Austrian Trade Union Federation (ÖGB)
having recorded 30% female member-
ship in 1980. As a consequence of the
expansion of female employment that
has occurred since then, the union den-
sity of female employees has tended to
decline. In 1999, the gross union densi-
ty for women was 35%, compared
with 57% for men. These differences
between the sexes are even larger in
terms of representation on union bod-
ies and works councils, although no fig-
ures are available on this topic. It goes
without saying that this low female par-
ticipation in worker representation
translates into policies.

The under-representation of women on
works councils is especially relevant to
unequal treatment, since this inequality
occurs below the formal regulatory level
of labour law and collective agree-
ments, in the course of everyday prac-
tices in the company. This is under-
scored by the abovementioned fact that
women earn less than men, beginning
with the very first appointment after
completing their education. This
appears to be a specific case of a more
general pattern. As far as gender-spe-
cific pay differences are a matter of
unequal treatment, this mainly results
from classifying a female employee
lower in a company’s grading system
than a man with equal qualifications.
This is possible because classifications
of jobs and pay grades are always
somewhat arbitrary. The gender-related
problems of grading can hardly be
overcome without female representa-
tives on the works council . 

Commentary
A multiplicity of factors account for
gender-related pay differentials in
Austria. On the one hand, these differ-
entials reflect gender-specific employ-
ment structures (eg the relative fre-
quency of part-time work and the con-
centration of female employment in
low-pay sectors). Furthermore, the dif-
ferences echo gender-specific properties
of overall working lives and careers.
Finally, there are also informal practices
which are at odds with the principles of
equal treatment. These practices indi-
cate the limits to the “governance
capacity” of the statutory provisions for
equal treatment. The effectiveness of
these provisions depends on
shopfloor-based mechanisms aimed at
monitoring and controlling labour man-
agement practices within the company.
Since one of the main tasks of works
councils is monitoring the employer’s
observance of the established labour
standards, the 1999 amendment of the
Labour Constitution Act that explicitly
integrates the works council into posi-
tive action for women is certainly an
important means of advancing equal
treatment in the future. However, this
amendment, like any other formal rule,
needs implementation by active involve-
ment. Hence, the extent to which
women will actually benefit from the
amendment is contingent on whether
in the future they engage and partici-
pate in works councils more than they
have in the past. (Franz Traxler,
University of Vienna)
AT0103209F (Related records: TN0103201U,
AT0003215F) 
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The 2001 collective bargaining
round in the Danish financial sector
resulted in agreements provide for
relatively high wage increases and
improvements in occupational 
pensions.
The financial sector is not included
within the main private sector bargain-
ing area covered by the Danish
Employers’ Confederation (DA) and the
Danish Confederation of Trade Unions
(LO), where new four-year agreements
were concluded in 2000 (EIRObserver
2/00 p.5). Instead it bargained sepa-
rately in spring 2001 over agreements
to replace the two-year deals concluded
in 1999. 

As expected, the 2001 bargaining
round in the financial sector took place
without major problems, resulting in
relatively substantial increases in both
wages and pension contributions. The
first steps in the direction of the intro-
duction of a new bargaining structure
in banks and mortgage institutions
were taken with the changed com-
mencement date of the new agreement
for this subsector, which will become
operative from 1 July 2001. It is up to
employees and employers at enterprise
level to reach agreements on some
issues by this date, or be covered by the
central agreement’s provisions. 

First agreements in insurance

On 2 February 2001, the National
Insurance Workers’ Association (DFL),
representing most employees in the
insurance sector, and the Association of
Danish Insurers (CDA), representing
insurance agents, concluded a joint
cooperation agreement with the Danish
Employers’ Association for the Financial
Sector (FA). The two trade union organ-
isations, DFL and CDA, have a number
of common agreements concerning
matters such as training and a group
life assurance scheme, which have been
entered into through a joint body, the
Insurance Cartel (Forsikringskartellet), in
negotiations with the FA employers’
organisation. The whole insurance sec-
tor has about 12,000 employees.

On 15 February 2001, DLF and FA
reached agreement on the content of a
new collective agreement which will
run until 2003 and provides for a
framework for cost increases of of
7.4%. Of this total, 6.4% takes the
form of direct wage increases, while
0.8% will be used for improvements in
occupational pension contributions. The
wage increases will be awarded over a
period of two years. Most employees in

the sector are covered by the so-called
“normal wage system”, whereby agree-
ments are exclusively concluded at the
central sectoral level without subse-
quent local bargaining, but under the
new collective agreement a larger num-
ber of enterprises will adopt a more
individualised pay system, in the form
of a basic wage plus a number of wage
supplements.

Uniquely in Denmark, the occupational
pension contributions of insurance sec-
tor employees are financed exclusively
by the employers. Dependent upon
seniority, the agreed increases in pen-
sion contributions will be 1.5 to 2 per-
centage points. If the current contribu-
tion is 10% of pay, it will increase by
one percentage point a year to stand at
12%. Furthermore, the criteria for join-
ing an occupational pension scheme
will be changed. From 1 July 2002, the
present service requirement for eligibili-
ty will be changed from 12 months to
six. The new agreement also gives
step-parents the right to absence from
work in connection with a child’s sick-
ness. The DLF-FA agreement covers
about 8,500 insurance officers, infor-
mation technology workers, technicians
and ancillary staff and is comparable to
an industry agreement. CDA concluded
a similar agreement with FA on 20
February.

Banks and mortgage institutions
The next agreement to be concluded
was the largest collective agreement in
the financial sector. On 10 March, FA
and the Financial Services’ Union (FF)
concluded an agreement which also
provides for an increase of 7.4% over a
two-year period. This agreement covers
nearly 50,000 employees in banks and
mortgage credit institutions. The agree-
ment is almost identical with that con-
cluded in the insurance sector: 6.6%
has been earmarked for wage increases
over the two-year period, and two per-
centage points of this increase may be
used for “kitties” for distribution at the
local level. The improvements in pen-
sion arrangements take the form of
pension eligibility from the first day of
work and a minimum contribution of
14.25%, of which the employer pays
9.5 points, as a minimum. 

The agreement introduces a new bar-
gaining structure, as previously dis-
cussed. This will make it possible to
conclude agreements on some issues
between management and employees
at enterprise level, rather than applying
central standardised agreements. The
parties also agreed to make use of the

flexibility in the timing of annual leave
recently introduced in connection with
the new Holiday Act. The provisions of
the 1999 EU Directive on fixed-term
work were incorporated into the agree-
ment and the right to absence from
work to take care of sick children was
extended to apply to step-parents.
Finally, the parties concluded a protocol
on equal opportunities.

The ballots of union members on the
new agreements resulted in substantial
majorities in favour. 

Commentary

The new finance sector agreements
contain significant increases in occupa-
tional pension contributions for the
employees with the lowest pension
contributions, while new employees will
be covered by such schemes earlier
than under the existing rules.
Furthermore, the door has been
opened for variable pay schemes. An
October 2000 agreement in the private
services sector concerning deviation
from the normal rules on rest periods in
connection with telework seems to
have had a knock-on effect on the
financial sector. No concrete agree-
ments have been concluded, but the
parties have agreed to await a proposal
from the Minister of Labour concerning
teleworking. Flexibility is thus a key fac-
tor in current developments in the
financial sector, a point which is also
emphasised by a more active role for
employee representatives.

No changes were made to the duration
of the finance sector collective agree-
ments, which will still be two years.
This is mainly due to the fact that the
sector is covered by the “normal wage
system” which does not allow for local
negotiations. However, this is also
undergoing change. New bargaining
structures and pay systems have intro-
duced flexibility in the system, and the
possibilities for concluding agreements
at enterprise level may turn out to have
far-reaching implications in a
longer-term perspective. It is possible
that the four-year agreement period
which now exists in the dominant
LO/DA private sector bargaining area
may be tempting for the social partners
in finance in two years’ time when the
new structures have been tested.
(Carsten Jørgensen, FAOS)
DK0103116F (Related records: DK0002167F,
DK9903114F, DK0011103F, DK0007188F, EU9903162N,
DK0011102N) 

16 March 2001

6

DENMARK

Higher wages and improved pensions
agreed in finance



A new National Centre for
Partnership and Performance was
established in early 2001 to replace
the National Centre for Partnership.
The NCPP’s main role is to provide
institutional support for diffusing
workplace partnership.

The National Centre for Partnership
(NCP) was established in July 1997
under the 1997-2000 national agree-
ment, Partnership 2000 (EIRObserver
1/97 p.6). Its main role was to promote
and facilitate the development of enter-
prise-level “partnership” between
employers, trade unions and workers.
Its functions included: providing assis-
tance and support to organisations in
developing workplace partnership
arrangements; disseminating “best
practice”; and monitoring develop-
ments. In early 2001, the NCP was
replaced by a new National Centre for
Partnership and Performance (NCPP).

Context of the new NCPP
The creation of the NCP was prompted
by concerns that although social part-
nership was evolving at national level,
workplace partnership and advanced
forms of work organisation were not
very widely diffused at local level.
Findings from the University College
Dublin (UCD) National survey of
employee relations and human resource
practices in Ireland (Collaborative pro-
duction and the Irish boom: Work
organisation, partnership and direct
participation in Irish workplaces, WK
Roche and JF Geary, Economic and
Social Review, 51(1), 1999) - conducted
in 1996-7 - revealed that workplace
union-employer partnership arrange-
ments were rare, as were advanced
forms of work organisation that provide
workers with direct participation oppor-
tunities. It was concluded that employ-
ers’ preferred approach for introducing
change is primarily through unilateral
management decision-making, particu-
larly in relation to strategic business
issues.

Roche and Geary also concluded that
the diffusion of new forms of work
organisation in Ireland has been ham-
pered by the institutional environment.
They suggest that in the context of a
“voluntarist” industrial relations system,
there are few institutional forces pro-
moting worker or union participation at
enterprise level, and that firms are free
to choose from many employment rela-
tions models. Ireland thus has a frag-
mented industrial relations system,
characterised by diversity in employ-
ment practices. Ireland’s voluntarist
industrial relations system is less recep-
tive to workplace partnership than

many continental European systems,
which have institutional frameworks
and regulations promoting representa-
tive involvement bodies such as works
councils. 

Another important issue is that respon-
sibility for workplace innovation in
Ireland was divided and replicated
across a number of state institutions
such as the Irish Productivity Centre
(IPC), the NCP and the Labour Relations
Commission (LRC). This has resulted in
structural complexity, a duplication of
roles, difficulty in developing a strategic
direction, and competition for limited
resources. Furthermore, employers and
unions cannot agree on what consti-
tutes partnership. Employers argue that
direct employee involvement in
non-union enterprises constitutes part-
nership, while the unions argue that
genuine partnership must involve col-
lective representation. 

Some progress appears to have been
made in diffusing partnership arrange-
ments since the data for the UCD study
was collated and the NCP was estab-
lished. A survey published by IRN in
December 1999 examined 68 examples
of local partnership arrangements. The
NCP has played an important role in
diffusing partnership arrangements, in
terms of finding out why and how
workplace innovations succeed and
providing guidance to ensure that these
lessons can be diffused. Overall, howev-
er, it is still true that beyond a few
high-profile examples, advanced forms
of workplace partnership are not very
widespread. 

It is in this context that the establish-
ment of the new NCPP must be
viewed. It represents an attempt to
improve institutional support for enter-
prise partnership. 

Structure and role of the NCPP
The NCPP was established in early 2001
under the current national agreement,
the Programme for Prosperity and
Fairness (EIRObserver 3/00 p.8), which
states that: “IBEC and ICTU and the
proposed NCPP will work together to
develop guidelines to assist enterprises
in embarking on and successfully put-
ting in place partnership arrangements.
The important role of institutional sup-
port in this context is recognised by the
parties.”

The NCPP’s executive chair is Peter
Cassells. Significantly, Mr Cassells was
formerly general secretary of the Irish
Congress of Trade Unions and has sub-
stantial credibility, in terms of his key
role in promoting social partnership
over the past 13 years. Such a
high-profile appointment appears likely
to bolster the NCPP’s clout and status.

An important task of the NCPP chair is
to implement the recommendations of
a recent evaluation report to the Prime
Minister’s office on partnership. Some
of the report’s key recommendations
concern the future role of the NCPP,
seen as the “conduit” for public finan-
cial support for partnership. Other rec-
ommendations include deepening part-
nership through consensus building,
dissemination, monitoring, research,
analysis, training and facilitation. 

Mr Cassells has stated that the NCPP
will have been judged to be effective if:
“national prosperity continues and is
shared more fairly, with a reduction in
inequality”; and there is a “remodelling
of social partnership and a deepening
of partnership in the workplace”.
Interestingly, Mr Cassells believes that a
major test for the NCPP will be to try to
engage non-union companies in the
partnership process.

The NCPP has been promised more
resources than the NCP, and significant-
ly, is now one of three bodies - along
with the National Economic and Social
Council and the National Economic and
Social Forum - under a new umbrella
organisation, the Office for National
Economic and Social Development. All
three organisations have now been
established as statutory bodies. They
operate under the auspices of the Prime
Minister’s department, but the relation-
ship is “arms-length”. 

Commentary
Although social partnership has evolved
at national level as a result of five suc-
cessive national agreements since 1987,
partnership is not very widely embed-
ded at enterprise level. It remains to be
seen whether the NCPP can succeed in
triggering the wider diffusion of work-
place partnership. Significantly, the new
body seems to have more “teeth” than
the NCP, in that it has a greater status,
a very high-profile chair and, most like-
ly, a larger budget. It appears to be the
case, however, that workplace partner-
ship is unlikely to increase significantly
in the context of a voluntarist industrial
relations system, under which employ-
ers are free to choose from a wide vari-
ety of employment relations practices.
Moreover, there is still significant dis-
agreement amongst employers and
unions over the definition of partner-
ship: does it encompass collective repre-
sentation or individual employee
involvement? It seems that legislation
or regulation would be required to dif-
fuse partnership, and, in this sense the
proposed EU Directive on national infor-
mation and consultation rules will be
very important. (Tony Dobbins, CEROP,
UCD)
IE0104166F (Related records: IE9706202N, IE9702103F,
IE9807120F, IE0001204F, IE0003149F, EU0012285F) 
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A new national collective agree-
ment for Italian journalists, signed
in April 2001, introduces new rules
on fixed-term employment and
freelance journalists, and for the
first time covers online journalism.

On 11 April 2001, a new national col-
lective agreement for journalists was
signed at the Ministry of Labour. This
ratified an agreement reached on 24
February 2001 by the Italian Federation
of Newspaper Publishers (Fieg), the
employers’ association for the sector,
and the Italian National Press
Federation (Fnsi), the journalists’ trade
union.

The collective agreement was signed
after highly complex negotiations which
lasted for around 18 months and were
marked by a series of conflicts (strikes
totaling 10 days were called in newspa-
pers, 12 in periodicals and eight in
radio and television). Mediation by the
Ministry of Labour was also required.

The background to the agreement is
that the publishing industry and jour-
nalism profession are undergoing pro-
found change in Italy. Exercise of the
profession of journalist in Italy is regu-
lated by a law enacted in 1963 (no. 69)
which provides for mandatory enrol-
ment with the “Order of Journalists”
after an entrance examination and a
trial period lasting at least 18 months.
The law envisages two categories of
journalists: professionals, ie those who
work full time as journalists; and
“stringers” and part-time correspon-
dents who have other activities besides
journalism.

The large-scale presence in Italy of local
radio and television stations has
increased the number of journalists in
the country, and entry to the profession
now increasingly takes place through
unconventional routes. Moreover, pub-
lishing is a sector in which outsourcing
is widespread and, as regards journal-
ism, much use is made of freelance
labour (self-employed professionals or
collaborators “coordinated” by the
employer) and of agency services.

Added to this is the impact of new
information technologies on the pub-
lishing industry. In March 2001, the
Italian government approved a new law
on the publishing industry which
defines its products as not just those
issued on paper but also via multimedia
means (electronic, radiophonic and tele-
visual).

Main features of the agreement
The new agreement for journalists
introduces a number of innovations,

especially in its “normative” (ie
non-pay) part. These novelties concern
two areas in particular: flexibility and
online journalism.

As regards flexibility, the agreement
envisages temporary agency work for
journalists for the first time. Moreover,
changes have been made to the regula-
tions on fixed-term contracts, which to
date have been permitted only in cer-
tain cases - the hiring of unemployed or
temporarily redundant journalists, dur-
ing the start-up phase of new publish-
ing ventures, or the substitution of jour-
nalists on holiday or on paid leave. The
new agreement extends the use of such
contracts to the start-up phase of multi-
media publishing initiatives, and in
order to cope with unforeseen circum-
stances. Moreover, editors and sub-edi-
tors may also be hired on fixed-term
contracts. The maximum duration of
fixed-term contracts has been extended
from 12 to 24 months, while the maxi-
mum percentage of fixed-term con-
tracts in a company’s workforce has
been raised to 20%.

The more flexible use of journalists is
made possible by new rules on working
for several publications at once.
Previously, this was possible only for
journalists writing for magazines, not
newspapers (unless there was a specific
company agreement on the matter).
Now, although the letter of appoint-
ment must state the publication for
which the journalist will work, on the
request of the editor the journalist may
be used on other newspapers or peri-
odicals belonging to the company or
group, whether printed or online.

For the first time, the agreement covers
online journalists, or more precisely
newly-hired ones (those already in post,
even if they are assigned to online
newspapers, are covered by the former
collective agreement). The agreement is
experimental in nature and therefore
applies for the next two years. The
accord provides for only two job rank-
ings for online journalists: editor and
service chief. As in the case of print
journalism, working time is fixed at 36
hours per week, but it can be distrib-
uted across the week according to edi-
torial needs. Compared with print jour-
nalists, those working online receive
lower pay premia for working at week-
ends or on public holidays (30% com-
pared to 55%). Journalists hired to
work on an online newspaper may not
be used for printed newspapers or
magazines unless they receive the same
contractual treatment as for those nor-
mally working in printed media. As
regards trade union and employee rep-

resentation rights for online journalists,
the agreement provides for the creation
of a three-member “editorial commit-
tee” (in editorial offices with more than
nine journalists) or of an “editorial
trustee” in smaller ones.

The agreement also introduces rules on
freelance journalists. For those
employed as temporary “coordinated”
collaborators, the employment relation-
ship must be formalised by a letter
which states the start date of the col-
laboration, its duration, the characteris-
tics of the work, the amount of remu-
neration, and the method of payment.

Finally, the agreement introduces a
number of novelties as regards industri-
al relations. It institutes a joint commit-
tee (with three members, one nominat-
ed by Fieg, one by Fnsi and one jointly)
for the conciliation of labour disputes.
The aim is to achieve the more rapid
settlement of disputes without recourse
to legal action.

Commentary

The new agreement for Italian journal-
ists is an instrument to regulate a pro-
fession which, as mentioned above, is
undergoing great change. This explains
why the talks on its renewal were
marked not only by clashes between
Fieg and Fnsi, but also by heated
debate within the union. Consequently,
after the agreement was signed in
February 2001, doubts were expressed
as to its acceptance by the editorial
committees (the journalists’ representa-
tive bodies). However, following consul-
tation with journalists, the national con-
ference of editorial committees
approved the agreement by a large
majority.

The issues most discussed in talks
between the parties and within the
union were flexibility and work for
online newspapers. A request for
greater deregulation advanced by Fieg
was countered by Fnsi’s demand that
journalists should be afforded greater
protection. Among journalists them-
selves, the debate centred on the provi-
sions agreed on fixed-term contracts,
online work, freelance journalism and
the introduction of temporary agency
work, which some maintained would
make the profession precarious. This
stance was criticised by Paolo Serventi
Longhi, the secretary of Fnsi, who
argued that the union should respond
to change by seeking to introduce new
rules, not by entrenching itself in
defence of the status quo. (Marco
Trentini, Ires Lombardia)
IT0104367F (Related records: IT0011273F, IT0011273F) 
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The Technical Calculating
Committee on Wage Settlements
suggests that Norway’s tight labour
market may lead to growing 
problems in the form of a drop in
productivity, and further increases
in wage growth compared with the
country’s main trading partners.

The Technical Calculating Committee
on Wage Settlements (TBU) - which
comprises representatives from the
main social partner organisations, along
with the relevant ministries and
Statistics Norway (SSB) - issued its
annual report on 28 March 2001. The
TBU’s main findings, supported by two
further reports by the Bank of Norway
(NB) and SSB, are set out below.

Economic developments
Norwegian GDP rose by 1.8% from
1999 to 2000, compared with 0.8%
from 1998 to 1999. This largely reflect-
ed an upturn in the oil-related indus-
tries, which have enjoyed a relatively
long period of high oil prices, with only
marginal growth in mainland industries.
A general, though relatively minor,
improvement in productivity, and slight-
ly lower wage growth than in 1999,
also help to explain the upward eco-
nomic trend. Most commentators
believe that the oil sector will continue
to lift the economy, because oil prices
should remain stable throughout 2001,
and crude oil exploitation on the
Norwegian shelf is expected to peak in
2002. 

Wage growth worries
Although high oil prices boosted
Norway’s disposable income consider-
ably in 2000, all is not well in the econ-
omy. A priority goal of Norwegian
incomes policy in recent years has been
to reduce the national wage growth
rate, and although wage growth has
dropped slightly over the past couple of
years, it remains much higher than
among Norway’s main trading partners
and the EU Member States - see table
below. The wage growth rate dropped
from 4.9% in 1999 to 4.5% in 2000,
which was nevertheless somewhat
higher than anticipated prior to the

2000 wage settlement. The correspon-
ding figures for 2000 produced by NB
and SSB are 4.25% and 4.3% respec-
tively. The equivalent figure for 1998 -
when wage growth was at a high - was
6.5%. In the largest collective bargain-
ing areas, central wage increases for
2001 were laid down in the 2000 set-
tlement. However, neither SSB nor NB
expect significant changes to the wage
growth rate in 2001. The expected
wage growth from 2000 to 2001 is
3.0%-3.5% for the public sector
(though higher for teachers), and
2.0%-4.75% for the private sector.

The TBU report also reveals a slight nar-
rowing of the wage gap between
women and men from 1990 to 2000.
In 1990, women’s average wages were
85% of men’s, while the figure for
1998 was 86%. Although there are
few data yet available for 1999-2000,
the TBU suggests that there has been
little change in the past couple of years.

Labour market
The labour market was relatively stable
in 2000. Employment grew by 0.4%,
mainly in private services and public
administration, while the employment
rate was 73.4% in 2000, the same as
in 1998 and 1999. The main employ-
ment growth came among full-time
workers, while the number of
part-timers declined. The unemploy-
ment rate increased for the first time
since 1993, from 3.2% in 1999 to
3.4% in 2000. Both SSB and NB predict
only marginal changes to the unem-
ployment rate in the coming years.
Both the employment rate and the
labour force are expected to grow
slightly in 2001, and SSB thus predicts
an unemployment rate of 3.5% in
2001 and 3.6% in 2002.

Prices and competitiveness
The consumer prices index rose by
3.1% from 1999 to 2000 - a significant
increase compared with previous years.
Since 1996/7, both prices and wages
have increased faster in Norway than
among its main trading partners, and
Norwegian industry’s competitiveness
has thus been seen to be under threat,
with fears that this will lead to a dis-

mantling of those parts of Norwegian
industry most vulnerable to internation-
al competition. The TBU report provides
a comparative analysis of levels of
labour productivity in Norwegian indus-
try, and goes a long way to confirming,
although with qualifications, concerns
about the decline in its productivity.
Depending on the calculation method,
labour costs in Norway are between
15% and 18% higher than among its
main trading partners.

Commentary
Many commentators see 2000 as a year
of consolidation for the Norwegian
economy, marking the definitive end of
the prosperity of the 1990s. The rever-
sal of positive economic trends started
in 1998 with falling economic growth
and stagnation in employment, but sta-
bilised during 2000. Although the bal-
ance of payments surplus reached a
record high in 2000, labour market and
price developments remained relatively
stable. The unemployment rate
increased slightly after dropping steadily
since the early 1990s, from 5.4% in
1994 to 3.2% in 1999. The unemploy-
ment rate is not expected to rise signifi-
cantly in the near future. 

Nevertheless, there are factors that may
change all this. Norway, as a small open
economy heavily reliant on oil exports,
is vulnerable to international fluctua-
tions, especially in the oil price.
Furthermore, although average price
and wage growth in Norway is drop-
ping, the gap between Norway and its
main trading partners is still an impor-
tant impediment to national competi-
tiveness. The “solidarity alternative”,
the incomes policy compromise that
marked much of the 1990s, has come
under threat recently. There is no longer
a consensus about wage moderation,
and recent reports on increases in man-
agement salaries have added to the dis-
content felt by many trade unions and
employees. 

The pressing labour shortage in many
sectors is a continuing problem for the
Norwegian economy, and if allowed to
continue may contribute to further
undermining wage moderation and
national productivity. The problem is
particularly acute in the private and
public service sectors. Furthermore, SSB
expects the introduction of the four
extra days annual leave agreed in the
2000 wage settlements to reduce aver-
age working hours per employed per-
son by 1% in 2001 and 2002, placing
additional strains on an already tight
labour market. The government has
signalled that it intends to initiate
measures to combat the problem,
including increased labour immigration.
(Håvard Lismoen, FAFO Institute for
Applied Social Science)
NO0104128F (Related records: NO0001174F,
NO0005192F, NO9902116F, NO0006194F, NO0012117F,
NO0005192F, NO0012113N, NO0104127N) 
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Wage growth still high

Annual wage growth (%) in Norway, 1995-2000

Period All groups Manufacturing industry Public sector

1995-6 4.4 4.2 4.3
1996-7 4.3 4.1 3.9
1997-8 6.2 6.1 6.0
1998-9 4.9 4.7 4.8
1999-2000 4.5 4.6 4.6

Source: TBU 2001.



In February 2001, the Equal
Opportunities Commission’s Equal
Pay Task Force published its report
into UK performance on equal pay.
The gap between men and
women’s earnings has narrowed
from 31% to 18% since 1970. The
Task Force put forward a broad
package of recommendations to
close the remaining gap, including
that employers should carry out
gender pay reviews, but its 
proposals have received a mixed
reception from the government,
employers and trade unions.

In October 1999, the Equal
Opportunities Commission (EOC) set up
an Equal Pay Task Force chaired by Bob
Mason, the director of human resources
planning at British Telecommunications,
to explore the pay gap between men
and women. The work of the Task
Force, made up of employer and trade
union representatives from the public
and private sectors and independent
experts, culminated in the publication
of a report, Just pay, in February 2001.

Key findings
The Task Force report notes that
women in full-time work earn, on aver-
age, 82% of the average hourly pay of
male full-time employees (including
overtime). This represents only a two
percentage-point reduction in the gen-
der pay gap since 1997. When
part-time working is included, the pay
gap is said to be the widest of any state
in the EU. The report notes the
far-reaching consequences of the pay
gap: “For individual women, they can
include personal poverty and social
exclusion, particularly for single mothers
... [with] implications for child poverty.
The pay gap also inhibits women’s abili-
ty to build up adequate occupational
pensions. It restricts the resources avail-
able to them for investment in training
and lifelong learning. It reduces their
motivation. For ... employers, it [can
encourage] a lack of competitiveness
and a reduced capacity to recruit and
retain good employees. It can also
mean that they face laborious and
expensive legal cases. For the govern-
ment, the consequences include lost
revenue in tax and National Insurance
contributions and in time, continuing
dependency amongst women on state
benefit.”

The Task Force cites three main
explanatory factors: discrimination in
pay, occupational segregation, and the
unequal impact of women’s family
responsibilities. It focuses on that part

of the pay gap caused by pay discrimi-
nation, believed to account for
25%-50% of the disparity. 

The key recommendations of the task
force are set out in the box opposite.

Government reaction
While the Labour Party government
accepts that employers should be
encouraged to carry out pay reviews, it
rejects the Task Force’s proposal that
they should be mandatory. According
to employment minister Tessa Jowell,
“much can be done by good practice,
and by good example ... We want to
ensure that pay reviews are both work-
able for business and effective for
women.” The government is commit-
ted to monitoring voluntary progress on
equal pay reviews. It has agreed an ini-
tial GBP 100,000 (EUR 161,000) extra
for the EOC to work with employers on
building the capacity to conduct pay
reviews, including developing appropri-
ate computerised pay systems.

Speaking at an Industrial Society semi-
nar on 27 March 2001, Ms Jowell set
out the next steps of the government’s
approach to making existing legislation
work better and working with employ-
ers “to challenge the culture that sus-
tains discrimination and unequal
chances for women at work”. These
include: annual awards to recognise
good practice by employers in promot-
ing equal opportunities and pay;
appointing “fair pay champions” from
a wide range of backgrounds who will
publicly promote the benefits of fair-
ness and equality in pay; and establish-
ing a women’s employment and pay
review. Headed by a leading business
figure, this body will work with “fair
pay champions” alongside the EOC to
build support for voluntary pay reviews
and identify further areas in which
awareness of existing equality law can
be raised. Employers will also be
encouraged to provide: higher-value
part-time work and job shares;
term-time contracts; and “job pool”
opportunities that could meet their skill
and vacancy needs. 

The government has also accepted a
number of proposals arising out of its
own consultation exercise on existing
legislation. On 11 December 2000, the
Department for Education and
Employment published a consultation
paper, Towards equal pay for women
that focused on streamlining equal pay
tribunal procedures, one of the Task
Force’s recommendations. Ms Jowell
commented: “Task Force recommenda-
tions in this area are welcome confir-
mation that our proposals are

well-founded. We will consider how
best to take on board relevant Task
Force recommendations alongside the
next steps in our work on streamlining
tribunal procedures.”

Union and employer views

Trade unions welcomed the report’s rec-
ommendations. John Monks, general
secretary of the Trades Union Congress
(TUC) said that the report “offers many
solutions which would help narrow the
gender pay gap which despite 30 years
of equal pay legislation remains
depressingly wide ... But we are disap-
pointed that the government is not to
accept the Task Force recommendations
that the law be changed to force
employers to carry out gender pay
reviews.” The TUC was pleased at
funding for the EOC to develop “best
practice” pay review models, but
doubted that “bad employers” would
comply. Overall, the TUC views the lat-
est government plans to tackle the pay
gap as “a positive step forward - partic-
ularly for part-time women workers.”

For their part, employers expressed
doubts about the Task Force’s recom-
mendations. The Chartered Institute of
Personnel and Development (CIPD)
argued that a legal requirement for
equal pay audits might not be as effec-
tive as hoped. Commenting on its own
research, to be published shortly, its
advisor on equal opportunities, Dianah
Worman, said: “employee pressure and
unions are the biggest drivers for taking
action to redress equal pay imbal-
ances.” More forcefully, the
Confederation of British Industry (CBI)
said the Task Force had come up with
“ineffective and disproportionate” pro-
posals. Susan Anderson, the CBI’s direc-
tor of human resources policy, com-
mented: “The pay gap is a problem but
the Task Force is directing too much of
its firepower at the wrong target.
Statutory pay auditing would have little
impact and would be a real [administra-
tive] burden ... Many small firms would
not have the resources or expertise.”

The CBI claimed that there is no evi-
dence clearly demonstrating that unfair
discrimination by employers is the main
cause of the pay gap. It argues that the
main causes are the sectoral and occu-
pational concentration of women, and
that they tend to have less work experi-
ence, largely because of family respon-
sibilities. It believes that the situation
would be best changed by giving
“more choices to women who are try-
ing to balance work with family respon-
sibilities” by measures such as improv-
ing childcare facilities, promoting flexi-
ble working patterns, providing
better-quality careers advice, and break-
ing down gender stereotypes.
Correspondingly, employers back the
voluntary steps recently proposed by

UNITED KINGDOM
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the government. Ms Anderson
observed: “[They are] all about tackling
the different causes of the gender pay
gap - not just unfair discrimination ...
This initiative is designed to help
women with their career choices. It is
far more sensible than imposing inef-
fective legislation on all employers to
curb the discriminatory practices of just
a few ... Business will play its part in
helping to develop a voluntary pay
review system.”

Stephen Alambritis from the Federation
of Small Businesses said: “We welcome
the pragmatic approach the govern-
ment is taking ... It is important to get
the right balance between the needs of
employers and employees. The volun-
tary approach to pay reviews will be
particularly welcomed by small busi-
nesses.”

Commentary
There is a broad consensus that, despite
long-standing equal pay and sex dis-
crimination legislation, a significant and
unjustified gap persists in the UK
between the pay of women and men.
Closing the pay gap fits with union
campaigns on equality, employers’ con-
cerns with “family-friendly” working
and maximising workforce potential,
and the government’s agenda on mod-

ernisation, social inclusion and equal
opportunity. The Task Force’s report
suggests that closing the pay gap
requires concerted efforts, including
compulsory equal pay audits and
streamlining the employment tribunal
system (some 2,400 equal pay com-
plaints were made to tribunals in
1999-2000, with mounting frustration
at the lengthy and costly legal process).
So far, the government has concentrat-
ed on the latter, and on tailored volun-
tary measures.

A “best practice” approach could have
an impact on the practices of some
leading employers. The Task Force
report itself cites existing examples of
“good practice” including at Glaxo
Wellcome, HSBC and the National
Health Service. It also praises the
Transport and General Workers’ Union
for organising a pay audit of its mem-
bers at every organisation where they
work. However, the EOC notes that a
voluntary approach has its limits: “the
vast majority of employers do not
believe they have a gender pay gap and
therefore do not believe an equal pay
review is necessary.” Likewise, a survey
of over 300 human resources managers
conducted in summer 2000 found that
only a third of firms analysed pay infor-
mation in this way. 

The government’s rejection of the Task
Force’s key proposal that employers
undertake mandatory pay reviews
defuses a potential pre-election row
with sectors of the business community.
With advances in areas such as mater-
nity leave and pay, work-life balance
initiatives, and the national minimum
wage, Labour is being careful not to
confront employers with additional and
potentially costly legislative proposals.
The CBI has already raised objections to
some government proposals to stream-
line employment tribunals on the
grounds that they may make it more
difficult for tribunals to dismiss weak
claims. However, Labour’s latest steps to
encourage voluntary employer action
against unequal pay has both secured
widespread backing and added impetus
to the drive initiated by the Task Force.

Notwithstanding this, Labour’s more
limited proposals are unlikely to solve
the problem of unequal pay. Arguably,
it needs to consider wider and more
radical measures even beyond those
advocated by the Task Force - for exam-
ple, reviewing the tax and benefit sys-
tem. Similarly, proposals such as those
pertaining to flexible working patterns
might in fact reinforce existing gender
roles, with implications for women’s
real advancement in the workplace. (J
Parker, IRRU)
UK0104126F (Related records: UK9709165N,
TN0103201U, UK9807135F, UK0102115F,
UK0101107N)

20 April 2001

11The Task Force believes that the pay
gap due to discrimination at work
could be reduced by 50% within the
next five years by:

• awareness raising;

• modernising equal pay legislation;

• ensuring that employers and unions
know how to implement equal pay
reviews;

• enhancing transparency and devel-
oping accountability for delivering pay
equality; and

• amending social, economic and
labour market policies to complement
equal pay measures.

Legislative reform is at the heart of
the Task Force’s proposals. It “strong-
ly” recommends that the Equal Pay
Act 1970 is amended to require
employers to carry out regular equal
pay reviews. In a two-stage process,
employers would first undertake a pay
system equality check; for those
which identify a pay gap, a more
detailed equal pay review should fol-
low. The Task Force proposes that, fol-
lowing consultation, the EOC should
produce more detailed proposals in a
revised Code of Practice. Other pro-
posed legislative reforms relate to
improving the effectiveness of
employment tribunal procedures. 

In addition, the Task Force advocates
voluntary “capacity-building” meas-
ures to help ensure that employers
and unions know how to implement
equal pay, including:

• providing EOC literature; 

• working with the Advisory,
Conciliation and Arbitration Service
(ACAS) to advise employers in carry-
ing out equal pay reviews; 

• setting up an Equal Pay Forum to
develop and promote good practice; 

• exploring funding possibilities with
government for the provision of con-
sultancy services to advise employers
how to conduct reviews; and

• persuading software companies to
develop payroll software that can
process management information on
equal pay. 

In terms of macro-policy, the Task
Force considers it important that the
government places equal pay at the
core of its social, economic and labour
market policy agendas. This could
include: the agenda it sets the Low
Pay Commission; the national skills
audit; its own national childcare strat-
egy; and its work/life balance initia-
tives.

Task Force recommendations
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The concept of “variable” pay is a very
broad and often unclear one, but here it
is taken to differ from “normal”
(“fixed”) pay in that it implies an ele-
ment of uncertainty for both employer
and employee(s). There is a relationship
between the pay that an employee
receives and individual or collective per-
formance - this may be the performance
of individual employees, of teams or
departments, or of establishments, com-
panies or group of companies. 

This performance can be measured in
both qualitative and quantitative terms.
When quantitative criteria are used, part
of pay is linked to production (or service)
performance, or to the organisation’s
financial results. When qualitative criteria
are used, pay is related to aspects of
“performance” that cannot be gauged
in terms of productivity, such as qualifi-
cations or “attitude”. Variable pay (VP)
systems are commonly divided into three
categories:

• payment by results (PBR) schemes,
whereby there is a direct relationship
between employees’ pay and output;

• schemes whereby employees are
encouraged to work to certain standards
without this necessarily entailing a direct
relationship with production, such as
performance-related pay (PRP) schemes;

• financial participation schemes, where-
by workers are entitled to a share of the
company’s performance or profitability.

Within these broad categories, VP comes
in many forms. The “classic” examples
are piecework wages, wages based on
commission and productivity bonuses.
An example of a collective form is
profit-sharing, whereby all or some
employees receive a proportion of com-
pany profits. Recently, much attention
has focused on the award to employees
of share options or shares, mostly in list-
ed companies. Schemes linking VP to
employability (rewarding employees for
achieving training and education goals)
have become more popular in the infor-
mation and communications technology
(ICT) and financial sectors. Where the
labour market is very tight, bonuses to
attract or retain employees flourish.

The abovementioned types of VP are
found in most EU countries. In some
countries, however, there are specific
types. France, for example, has its own
systems of profit-sharing. Mandatory
profit-sharing (participation), introduced
in 1967, is a statutory requirement in
companies with over 50 employees,
obliging them to distribute to employees
a statutorily defined percentage of their
profits, or a higher proportion where
special agreements exist. Voluntary
profit-sharing (intéressement), introduced
in 1959, ties a percentage of workers’
pay to company performance.

Austria has its own system, the “distribu-
tion option” (Verteilungsoption), first
introduced in metalworking and imitated
in some other manufacturing sectors.
This splits pay increases into two compo-
nents: a general percentage increase in
actual pay for all employees; and a per-
centage increase to be distributed flexi-
bly among a company’s employees on
the basis of a works agreement between
management and works council. The
decision on whether to apply a standard
flat-rate percentage pay increase, or to
use the distribution option, is left to indi-
vidual companies. Under the distribution
option, the flexible component may be
used to reward specific employee groups
including high-performance groups.

Germany has a specific form of down-
ward pay flexibility related to company
performance. Many sectoral agreements
contain “opening clauses” that allow
downward variation of collectively
agreed pay rates, mainly in the event of
economic difficulties.

The EU has taken an interest in VP over
recent years, and especially in promoting
employee financial participation in com-
pany profits, results and equity. The
European Commission issued a report on
the “Promotion of Participation by
Employed Persons in Profits and
Enterprise Results” (PEPPER) in 1991, and
the Council of Ministers subsequently
adopted a Recommendation on the sub-
ject in 1992 (92/443/EEC). The
Recommendation invited Member States
to acknowledge the benefits of a wider
use of PEPPER schemes by means of
profit-sharing, employee share-owner-
ship and a combination of both. In
1997, the Commission followed up with
a PEPPER II report, making recommenda-
tions to the Member States (eg consider-
ing the development of national frame-
work legislation) and the social partners
(eg promoting such schemes during
negotiations). Under its current five-year
social policy agenda, the Commission is
committed to launching a communica-
tion and action plan on financial partici-
pation during 2001.

This comparative supplement - based on
the contributions of the EIRO national
centres in the 15 EU Member States,
plus Norway - examines:

• the incidence and details of the main
types of VP;

• trends in the use of VP;

• the extent and nature of collective bar-
gaining over VP;

• the views of trade unions, employers’
organisations and governments; and

• public and academic debates on VP.

The supplement is an edited version of a
full comparative study available on the
EIROnline database.

Incidence of VP
Data on the current extent of VP in
Europe are patchy. Many countries lack
reliable statistics on certain aspects of VP
and care is required in interpreting and
comparing across countries the figures
given below. Definitions vary, as do the
year(s) covered. We distinguish between
two main types of VP: PRP linked to indi-
viduals or teams; and VP linked to com-
pany results (profit-sharing, shares, share
options, etc). Table 1 on p.ii provides the
available data on PRP (no figures avail-
able for Belgium and Luxembourg).

Table 2 on p.iii presents the limited data
available (for seven countries) for
profit-related pay and share (option)
schemes. As with performance-based
pay, the incidence of profit-sharing, or
share and share option schemes, varies
widely. In countries with a highly devel-
oped stock market, like the UK, the lat-
ter schemes are far more common than,
for example, in Germany. In France, the
high incidence of profit-sharing can be
explained by legislative developments.

When VP schemes are applied to
employees at a certain level in a compa-
ny, this does not automatically mean that
everyone below that level is covered by
such a scheme - eg in Portugal, 38% of
top executives, but no production work-
ers, are covered by VP linked to global
company results. In Portugal, the higher
the level in an organisation’s hierarchy,
the higher the proportion of employees
covered by performance-based VP.

In many countries, share and share
option schemes have traditionally been
reserved for executives and higher and
middle management, but pressure from
unions has sometimes resulted in some
extension, as in the Netherlands.

Size and sector
The incidence of VP varies according to a
number of characteristics of the employ-
ers concerned. Size seems to be impor-
tant: the larger the organisation, the
more frequent the incidence of VP (as in
France, Germany, Netherlands, Norway,
Portugal and the UK). There is consider-
able variation between the extent and
nature of VP in different sectors of the
economy, as indicated by table 3 on p.iv.

It is hard to draw firm conclusions about
the sectoral distribution of VP from the
data available. A few sectors stand out,
however. The incidence and relative
importance of VP is far higher than aver-
age in the “new economy” and among
professionals, and in banking and insur-
ance. There is a high incidence of PBR in
building/construction in several countries.
VP is almost unknown in health and edu-
cation. Much depends on the type of VP
scheme in question.

Levels and criteria 
VP can apply at different levels of an
organisation, ranging from the individual
employee to the internationally operat-
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ing company, with the team, the plant
and the national company levels
between these extremes. The level to
which VP systems are linked depends
largely on the system used: piecework
applies to individual employees,
profit-sharing occurs at company level
etc. In most countries examined, all the
levels mentioned above play a role in VP
systems. Some trends can be identified:
the importance of the individual employ-
ee level is decreasing in traditional sec-
tors in Spain and Finland, for example;
while at the same time the importance
of the individual employee level is
increasing in the “new economy”. 

As with the level, the criteria used in
defining the level of VP depend largely
on the type of scheme. Quantity of out-
put has long been the dominant criteri-
on. It is still a very important measure-
ment tool for PBR, but is definitely, and
probably to an increasing extent, not the
only criterion. Quality of output seems to
be gaining ground as a measurement
tool. In Finland, for example, factors
such as the number of defective items
produced, customer feedback and the
workplace injury rate may also be con-
sidered. The shift from more traditional
forms of VP such as piecework towards

other systems also implies a shift in the
criteria used, from quantity of output
towards quality or meeting deadlines (as
in Spain). Quality of output is also a cri-
terion in Italy, the Netherlands and
Germany, for instance. Qualifications
play an important role in the Netherlands
and the UK. Target-setting for individuals
or teams is reported from Germany, Italy
and Spain (for management).

The only two countries for which statis-
tics on the incidence of different criteria
are available are Italy and the UK. In Italy,
criteria based on economic performance
are used in 20% of relevant firms. A
combination of economic performance
and quantitative indicators is used in
another 20%. Productivity is used in
25% of cases, while quality indicators
are used in a further 20%. In the UK,
the incidence of PRP criteria is as follows:
piece rates 7%; other output measures
45%; assessment by supervisors 57%;
and acquisition of skills/core competen-
cies 17%. UK figures on profit-sharing
criteria are also available: 33% at man-
agement’s discretion; 33% as a fixed
percentage of profits; and 33% as an
annual bonus.

Unsurprisingly, profit-sharing is linked to
company performance, but even here

differences exist. Sometimes the per-
formance of a multinational company’s
national operations may be decisive, but
profit-sharing may also be linked to its
European or worldwide performance.

VP in total remuneration
The amount of variation which may
occur in a VP scheme can be restricted
or unrestricted, but usually the potential
variations are restricted to a certain
“bandwidth”. Furthermore, the direction
of the variation can be positive or nega-
tive, with or without a floor. In most
cases, “negative variation” means the
loss of a bonus or no entitlement to a
pay rise, but there are examples of real
pay decreases.

There are large differences between
countries in the relative importance of
VP in employees’ total salary. Where fig-
ures are available, these are presented in
table 4 on p.v.

The amount of (potential) variation varies
within countries according to the sector
and level in the organisational hierarchy.
In general, the highest variation occurs
for managers and executives, while the
lower the level in the hierarchy, the
lower the proportion of remuneration
that is variable. There are some excep-
tions, however, such as the building sec-
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Table 1. Performance-related pay in the EU and Norway

Country Companies affected Employees affected

Austria (2000) (1) – 25% of white-collar, 10%-15% of blue-collar

Denmark (2000) (2) 15,000–20,000 companies in One-third of employees (600,000) in DA/LO area
DA/LO private sector 
bargaining area

Finland (1998) (3) – 36% in industry, 9% in state sector and 2.4% in municipal sector

France (1992) – 20.8% have pay linked to company performance, 5.4% to team performance; 15.4% to
individual performance, 28.8% to other factors

Germany (1999/2000) 53.8% of private firms 35.4% of white-collar, 30.3% of blue-collar and 30.2% of executive (46.2% not cov-
ered by PBR)

Greece (1995) 40% have production bonuses, –
10% have productivity bonuses

Ireland (1998) 57% have performance/merit- –
related pay (individual), 37% 
performance/merit-related pay 
(company), 30% output/
production-related bonuses, 
25% commission payments, 
6% teamwork pay, 6% skill-
based pay, 3% competency 
pay and 2% “broad-banding”

Italy (1995-6) – Of workers covered by company-level bargaining, VP affects 64.2% in manufacturing
and 52.8% in services. 22.7% of all employees are affected by PBR, 12.5% by produc-
tion bonuses, 5.1% by attendance bonuses and 3.9% by piecework

Netherlands (1999) – 49% covered by PRP, 23% by pay related to qualifications

Norway (1997) (4) 40%-50% of larger –
manufacturing firms -

Portugal 94% have annual bonuses, –
26% have commission payments

Spain (1999) 40% of company agreements 25% covered by productivity-linked incentives
contain individual incentives, 
30% contain objectives by 
groups or areas

Sweden (2000) – 100,000 construction workers, 27,000 electricians

UK (1998) – 35% of middle/senior managers, 62% of skilled manual workers

Source: EIRO. (1) distribution option; (2) all forms of VP; (3) VP based on company performance; (4) includes schemes based on company economic performance.



tor. In several countries, the “new econ-
omy” is a sector where the proportion of
VP in pay is higher than average.

Downward variation

VP is usually associated with increases in
remuneration, but of course variation is
possible in two directions. Most trade
unions accept only upward variations,
while a key reason why many employers
advocate VP is the possibility of down-
ward variations, especially in adverse cir-
cumstances (see below).

Downward variations are exceptional,
and sometimes they are explicitly ruled
out. In Spain, the chemicals sector
national collective agreement states that
in no case may introducing or modifying
a VP system lead to a loss of remunera-
tion for a worker performing the same
activity. In the UK, most incentive
schemes are designed to ensure that
individuals are unlikely to receive an
overall decrease in pay. In Austria, collec-
tive agreements allow for upward varia-
tions only. In France, the value of bonus-
es paid under the voluntary profit-shar-
ing scheme has continually increased.

Downward variation does exist, however,
especially where VP schemes take the
form of shares or share options, or in the
case of sales commission (as in Belgium).
Upward variation only is normally possi-
ble in Italy. In 1996, however, it was
reported that significant downward vari-
ations were possible in 20% of cases
where VP was linked to company per-
formance, covering a third of the
employees involved. In Germany, many
sectoral collective agreements contain
opening clauses allowing companies to
pay less than the collectively agreed
standard rate under certain conditions.
According to a recent survey, one fifth of
companies concerned had recently used
such an opening clause.

Trends in use of VP
Overall, the incidence of VP is increasing
throughout the EU. Between 25% and
75% of current teamwork pay, gainshar-
ing, skill-based pay and “broad-band-
ing” schemes in Ireland were introduced
between 1995 and 1998, for example.
The coverage of VP systems (excluding
piecework) in Norway doubled from
11% of employees to 22% over
1989-98. Finland recorded a significant
increase during the 1990s.

The overall increase does not imply that
all types of VP systems are spreading in
all countries. The more traditional forms
of piecework, for example, are decreas-
ing in countries such as Austria, Spain
and Sweden. The incidence of PRP has
been fairly stable over a longer period in
countries like Portugal, the UK, west
Germany, the Netherlands and Spain. 

There are various explanations for the
increasing use of VP. In Italy and Spain,
the decentralisation of the collective bar-
gaining structure towards company level
has lent a strong impetus to the intro-
duction and spread of VP. In France, the
increase is largely due to legislation.

Most countries are experiencing an
increase in share and share option
schemes. A notable exception is the UK,
which witnessed an increase during the
1980s under Conservative governments,
but a decrease in the 1990s.

VP and bargaining
To what extent is VP covered by collec-
tive bargaining? Who makes the decision
to introduce, modify or abolish VP sys-
tems and who decides how they are to
be applied? There is a range of possibili-
ties, varying from no influence at all for
employees and/or their representatives to
joint decision-making powers, and from
a strictly individualised process to various
forms of collective bargaining. The fol-
lowing parties – alone or in combination
– may be involved in decision-making:

management; individual employees;
works councils; trade unions; and, in the
case of shares and share options, the
general meeting of shareholders.

There is thus no automatic link between
VP and bargaining. VP systems are often
introduced and implemented at the
employer’s sole discretion, or their intro-
duction is negotiated between manage-
ment and individual employees without
union involvement or control. Employers’
discretionary powers seem to be greatest
in Greece, the UK, Finland and Portugal.

Care should be taken to distinguish
between collective bargaining and collec-
tive agreements. In the UK, for instance,
it is usually management that introduces
VP schemes, with unions then trying to
influence the decision in negotiations.
Most UK VP systems are not covered by
collective agreements. By contrast, in
Luxembourg, all VP systems are regulat-
ed through collective agreements. 

The fact that collective agreements con-
tain VP provisions does not mean that
these provisions are always implemented,
or result in a payment every year.
Furthermore, it is not only unions that
conduct bargaining on the employees’
side, but also works councils in some
countries - as in Austria, the Netherlands
and especially Germany. In Belgium, they
must be consulted about the criteria for
VP schemes.

Bargaining over VP takes place to some
extent in all countries examined - see
table 5 on p.vi for details. It is clear that
more traditional forms of VP are regulat-
ed by collective agreements more often
than newer forms. However, few figures
are available on the number of relevant
agreements or the number of employees
covered by these agreements.

Level of bargaining on VP
Unsurprisingly, most collective bargaining
over VP takes place at company level
(see table 5). This highlights the relation-
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Table 2. Incidence of profit-related pay and share (option) schemes,
seven countries

Country Companies Employees

Finland (1998) – 5% of industry employees receive payments (13% covered by schemes)

France (1997) 19,000 companies have mandatory 4.9 million in private sector (33%) covered by mandatory profit-sharing, 3 million 
profit-sharing, 14,600 companies covered by voluntary profit-sharing and 2.4 million covered by both
have voluntary profit-sharing and 
6,000 companies have both

Germany (1997/2000) 46% have profit/company 13% of western employees and 8% of eastern employees receive annual company 
performance-related schemes performance-related bonus, 1.7 million workers covered by employee share schemes.
covering all employees, 54% have 
such schemes covering only certain 
categories, and c. 400 companies 
have employee share schemes

Ireland (1996-7) 11% have profit-sharing and –
11% employee share ownership

Netherlands (2000) 4% have share/share options 13% covered by profit-sharing

Portugal (2000) 9% have profit-sharing -

UK (1998) - 23% covered by profit-sharing, 24%–32% covered by share ownership 

Source: EIRO.



ship between VP and the – real or per-
ceived - decentralisation of bargaining in
many countries. This is a two-way rela-
tionship: decentralising bargaining fur-
thers the introduction or spread of VP (as
in Italy and Spain), while VP systems sup-
port this decentralisation process (as in
France and Germany). The increasing use
of VP may thus be seen as a direct threat
to the existence or relevance of sectoral
collective agreements, while within com-
panies it helps to achieve greater individ-
ualisation of employment relations. 

The fact that VP is closely connected to
company-level bargaining does not,
however, imply that national or sectoral
levels are unimportant. In Austria, unions
negotiate on the issue at sectoral level
and details of their agreements are then
negotiated by works councils at compa-
ny level. Higher-level negotiations and
agreements often result in recommenda-
tions on VP (eg Denmark), or in proce-
dures to be followed at lower level (eg
Spain or Italy). In Finland, the desire to
develop a framework to deal with the
increase in VP led to higher-level negoti-
ations, though these were unsuccessful.
In Germany, many sectoral agreements
contain opening clauses allowing down-
ward variation of collectively agreed pay,
mainly in the event of economic difficul-
ties. However, only limited use is made
of these clauses. In Ireland, the national
intersectoral level has played an impor-
tant role in stimulating financial partici-
pation.

More substantive sectoral agreements on
VP are found in some countries in build-
ing/construction (eg Sweden and
Norway). In Luxembourg, the collective
agreements for banking and iron/steel
contain provisions on VP. 

Though not all VP systems are based on
collective agreements, the rise of VP has
been accompanied by an increase in col-
lective agreements on the subject. In
some countries much of the increase in
VP’s incidence can probably be attributed
to the decentralisation of bargaining.
This is certainly the case in Spain and
Italy, where national agreements reached
in 1993-4 opened the way for
company-level bargaining on this issue.

Industrial conflict
VP is not, it appears, a major source of
industrial relations conflict in the EU and
Norway, although at least one example
of a conflict is reported from most coun-
tries examined. In Italy, VP represents the
core of company-level bargaining and
has therefore triggered conflicts - eg a
recent strike at Fiat over the renewal of
the collective agreement in November
2000. Several conflicts have occurred in
Belgium, for example at IBM and the GIB
retail group, with unions opposing VP on
principle. In Spain, the introduction or
modification of VP is usually a source of
conflict when it involves greater risk for
employees, more discretionary powers
for the employer or increased individuali-
sation. A major conflict was sparked off
in 2000 at the Telefónica telecommuni-
cations group by a programme of share
options for executives. One UK conflict
concerned the introduction of a PRP
scheme at Barclays Bank in 1997, with-
out consulting the unions.

In Finland, one dispute is reported in the
paper industry, when a profit-sharing
scheme for all employees was replaced
by a PRP scheme. In France, the compa-
ny’s plan to abolish the voluntary
profit-sharing system led to industrial
action at Renault’s Flins plant in 1999.

There was conflict in the Dutch 2000
bargaining round when unions resisted
the introduction of VP at Philips (elec-
tronics) Akzo (chemicals) and ING
(finance). In the same country, the courts
have ruled that workers’ participation in
a profit-sharing system cannot be linked
to their non-participation in a strike.

Social partner and government
views
On the whole, VP tends to be placed on
the agenda by employers. Whether
prompted by the time-honoured argu-
ment that linking pay to results will
increase employee motivation, or by the
newer factor of the wage implications of
EU Economic and Monetary Union
(EMU), employers’ organisations are in
favour of VP. In countries where govern-
ments facilitate a policy promoting VP
by, for example, offering tax exemptions
and special arrangements for small and
medium-sized enterprises (SMEs),
employers’ representatives are basically
content. Where there are objections to
VP, these mostly come from the unions.
However, unions differ in the extent to
which they accept VP, and a pragmatic
attitude predominates. The unions that
oppose VP accept it only when absolute-
ly unavoidable, and seek to establish
strict conditions and procedures.
Governments also take a variety of posi-
tions on this issue. Some offer extensive
tax exemptions, others leave the ques-
tion up to the social partners, and yet
others have begun introducing measure-
ment systems with a view to promoting
“responsible” pay trends. 

Unions: partial shift to pragmatism

The greatest contrast in attitudes
towards VP can be found between the
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Table 3. Sectors with especially high incidence of variable pay, EU and Norway

Country Sectors

Austria General - “new economy”; distribution option (see above) - manufacturing.

Denmark Piecework - construction; bonuses, options and shares - commerce, private business services, “new economy” and finance; sales com-
mission - mainly service sector.

Finland General - export sector, more widespread in private than state sector.

France Voluntary and/or mandatory profit-sharing - auto industry (60% of workforce) and energy and financial sectors (70%) (under 30% in
agriculture and services).

Germany PBR - construction and other services (low in transport and communication, finance, raw materials and investment goods); profit-related
payments - banking and insurance, commerce (low in construction, consumer goods industry and other services).

Ireland Employee share ownership - mainly in semi-state companies; profit-sharing - IT and software; output/production-related bonuses - other
manufacturing; commission payments - banking/insurance/finance; individual performance/merit-related payments -
banking/insurance/finance, chemicals/pharmaceuticals/healthcare and electronics.

Italy PBR - more common in manufacturing (especially vehicles) than services.

Netherlands PBR - more common in agriculture, construction, trade, hotels and catering (none in education and healthcare)

Norway General - manufacturing.

Portugal General - above average in financial services (below average in textiles, machinery and equipment, and construction).

Spain General - communications, energy, consumer goods, distribution and services; employee share ownership - construction, real estate,
consumer goods, distribution and services.

Sweden General - building industry; shares and share options - IT, banking, insurance and finance.

UK General - more common in private (mostly manufacturing) than public organisations; financial participation - finance, public utilities
(very low in education and health); PRP - distribution, banking and finance, manufacturing and other services.

Source: EIRO.



Irish and Italian trade unions on the one
hand, and the Belgian and French unions
on the other. The former view VP as a
way for employees to share in favourable
company results, with the Irish unions
seeing VP as a way of broadening
employee “stakeholding” in modern
enterprises. By contrast, the latter believe
that workers should not shoulder the
burden of corporate risk through VP.

The Italian unions have had experience
with negotiating VP since 1993, when a
tripartite agreement was reached which
provided that future pay bargaining
would be conducted at two levels: the
first level (national sectoral) should agree
minimum wage increases which ensure
that real pay is maintained against infla-
tion; and the second level, company or
local (“territorial”), “should negotiate
redistribution of productivity gains”. The
Cisl union confederation particularly
stresses the importance of decentralised,
second-level agreements, and believes
that the percentage of workers who are
currently covered by such agreements –
over 40% - should increase. Cisl believes
that decentralised bargaining over PRP is
in keeping with the increased impor-
tance of competitiveness issues.
However, sceptics within the union
movement claim that, in practice, a com-
bination of insufficient protection of real
wages and the limited percentage of
workers covered by second-level bargain-
ing has eroded wage levels.

To Italian unions, “controlled decentrali-
sation” of bargaining should mean that
pay variability is linked to objectives
shared by the company and its employ-
ees and that the criteria are subject to
bargaining, relating to issues over which
employees have real influence, and joint-
ly supervised. Most European unions
would endorse these conditions.

Danish, Swedish and Norwegian unions
have essentially accepted VP, provided
that the whole process is transparent
and regulated and that the majority of

remuneration is fixed (eg that only 10%
of pay is variable). The Danish unions
have stipulated that employee-share
ownership schemes must be available to
all employees and therefore regulated in
collective bargaining. Finnish unions are
divided, ranging from slight resistance to
strong support. Supporters believe that
VP offers companies greater flexibility in
the context of the demands of EMU, but
that it should be linked to strict (prede-
fined) conditions and apply only to a lim-
ited proportion of remuneration.

The Irish unions are strongly in favour of
VP, provided that the abovementioned
conditions are met. The Irish Congress of
Trade Unions (ICTU) has acknowledged
that union bargaining priorities have, to
a significant extent, shifted away from
“the traditional annual pay claim”. In
present conditions, financial participation
is seen as a way of securing a fairer
share of the gains arising from the coun-
try’s recent substantial increases in pro-
ductivity and profits. It is therefore per-
ceived by ICTU to be one of the most
effective ways of making the concept of
“workers as stakeholders” a reality. It is
seen as a vital tool for developing “the
broader employment relationship by
underpinning and deepening workplace
partnerships and facilitating the broad-
ening of worker stakeholding in modern
enterprises”. According to ICTU, feed-
back from organisations operating VP
schemes indicates that both workers and
companies benefit. VP is even a major
issue for unions in the public sector,
which propose a new gainsharing fund.

This contrasts with attitudes in the
Netherlands, where public sector unions
are strongly opposed to VP, despite the
fact that in 1997 the union confedera-
tions agreed on the principle of VP with
employers in the bipartite central Labour
Foundation. In the longer term, this new
pay system is supposed to replace the
old system with its automatic salary
increases based on seniority or position.

“Stakeholder” considerations play no
role in Spain or Greece. For Greek
unions, VP may reflect a demand for fair
treatment and recognition of workers’
positive contribution to improved com-
pany performance. For pragmatic rea-
sons, Spanish unions support VP,
although only under certain conditions.
Furthermore, they believe that VP should
be regulated collectively, and the CC.OO
and UGT union confederations declare
that the amount of VP should not sub-
stantially alter the total wage packet.
Spanish unions have a long tradition of
negotiating bonuses and similar produc-
tivity incentives. Although they have
reservations about new forms of VP,
these are often introduced outside the
framework of collective bargaining,
through individual agreements. Ignoring
this reality would encourage even
greater individualisation of industrial rela-
tions and a reduction of union influence.

Belgium’s largest union confederations,
CSC/ACV and FGTB/ABVV, have rejected
“stakeholder” ideas or pragmatic atti-
tudes completely. This is explicit in a joint
response to a recent government bill on
employee financial participation, stating
that the unions:

• do not believe in the benefits attrib-
uted to financial participation;

• view the alleged link between partici-
pation and motivation as non-existent
for many workers;

• think that financial participation has
been wrongly presented as a step
towards social and economic democracy;

• believe that profit-sharing may encour-
age workers to adopt attitudes detrimen-
tal to other workers; and

• reject the decentralisation of bargain-
ing to enterprise level because it under-
mines “cohesion” at sector or group
level. 

Although they oppose the bill, if it is to
be adopted the Belgian unions want it to
meet certain minimum requirements - eg
compulsory consultation with employee
representatives, collective regulation,
maintaining employment levels and mak-
ing benefits available to all workers.

While German unions display the divi-
sions that VP tends to evoke nowadays,
in the past they were unanimously
opposed to piecework. Some unions
believe that financial participation means
little more than shifting entrepreneurial
risk onto employees; others recognise
that the importance of PRP will grow in
any case and that the question is
whether the unions can influence the
conditions. The unions insist on funda-
mental conditions: VP should be paid out
over and above collectively agreed pay
and should not replace part of existing
basic pay; and performance- or
profit-related payments should be regu-
lated through sectoral agreements, in an
attempt to oppose the “trend towards
decentralisation of pay determination”.
On the latter point, many unions have
had to accept “opening clauses” in sec-
toral agreements (see above).
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Table 4. Proportion of total remuneration that can be
attributed to variable pay, EU and Norway

Country Percentage (range)

Austria 5%–15% in industry; 30% in “new economy”

Belgium nd (but government bill provides that financial participation may not exceed 
10% of total payroll costs or 20% of profits)

Denmark nd (but not insignificant)

Finland Average of 5%, but up to 20%

France 8.2% (1997 figure for companies combining mandatory and voluntary 
profit-sharing)

Germany 5%–27%

Italy 3 %– 5% (excluding management)

Netherlands 10%–15%

Norway Usually under 10% (50% of employees covered report less than 5%)

Portugal nd (but increasing)

Spain 10%–20%

Sweden 25%

UK 2.9%-5% for merit pay; 5%–9% for profit-related pay

Source: EIRO.



The individualisation of some aspects of
employment relations and decentralisa-
tion in general are widespread trends
throughout Europe. Although generally
not in favour, unions recognise that they
cannot ignore these developments. They
have in many cases developed a prag-
matic attitude in an attempt to keep a
grip on the process (as in the
Netherlands, the UK and France). 

Employers’ organisations: generally
in favour

Employers’ organisations in Europe are in
favour of VP. For some it is a key issue: in
Ireland, for example, the IBEC employers’
confederation has set up its own organi-
sation to promote financial participation.
In favour of VP, employers’ associations
often cite the traditional arguments of:
increasing employees’ motivation and
performance; increasing companies’ flex-
ibility and competitiveness; and decreas-
ing corporate risks and fixed pay costs.

However, new arguments have emerged
alongside these traditional ones. In
Ireland it is the shortage of labour, par-
ticularly in IT, that is forcing employers to
argue that more scope should be
allowed for VP. Dutch and German
employers hope that VP will lead to
moderate wage trends. In Finland, EMU
has helped to increase the popularity of
result-based schemes among employers,
including the public sector, though the
argument is the traditional one of
increasing companies’ flexibility and
competitiveness.

In some countries, employers’ represen-
tatives now more or less explicitly reject
existing bargaining systems as incompati-
ble with VP. In Austria, for example,
employers maintain that VP cannot be
achieved under the existing sector-based
bargaining structure. The Chamber of
the Economy (WKÖ) has repeatedly pro-
posed that pay bargaining should be
shifted to company level.

In Germany, employer representatives
seem to accept that sectoral agreements
are inevitable, as evinced by a 1999 joint
statement from the BDA employers’ con-
federation and DGB union confedera-
tion: “on the basis of sectoral collective
agreements, at company level there
should be better participation in compa-
ny performance by employees in order to
consider the different situations in com-
panies’ performance and competitive-
ness”. However, employers, unlike the
unions, prefer the details of VP to be
regulated at company level in order to
safeguard the flexibility of companies’
pay options. They also reject variable
payments above existing collectively
agreed pay. Indeed, they argue that
some of collectively agreed fixed pay
should be converted into
performance-related VP. So, although
employer representatives pay lip service

to sectoral agreements, they want to
delegate part of pay bargaining to com-
pany level.

Larger companies are generally more in
favour of VP than SMEs. In Ireland, how-
ever, some SME employers have adopted
a positive stance towards VP. 

In general, across Europe employers sup-
port VP, but also propose limits.
Employers in Luxembourg, for example,
are increasingly demanding that employ-
ee participation should not become glob-
al or “across-the-board” for all workers.
Even employers believe that financial
participation by employees has its
“boundaries”.

Governments: a society of 
stakeholders

European governments have taken
stances towards VP ranging from “no
commitment ”(as in Denmark, Norway
and Sweden) to strong commitment (as
in Germany, Ireland and the UK), and
there seems to be little opposition. 

Apart from the French government,
which first introduced measures to stim-
ulate employee profit-sharing in the
1950s and 1960s, it is perhaps the Irish
government that has the longest tradi-
tion of regulating VP, although its atti-
tude has shifted over the years. In 1992,
it cited “large-scale abuse” as the reason
for abolishing all tax breaks for share
options and profit shares issued to
employees and directors. In recent years,
however, the government has introduced
measures to encourage VP.

The situation is different in Spain. While
the present centre-right government
sympathises with the employers’ positive
stance on VP, the steps it has taken in
this area have tended to be restrictive. In
late 1999, following controversy over
share options for senior management at
Telefónica (see above), the government
introduced higher taxation on VP over a
certain limit and obliged companies to
increase the transparency of share-based
VP. The 1994 labour reform carried out
by a socialist government remains Spain’s
main legislative tool for diffusing VP.

The tripartite agreement on a two-tier
wage system that the Italian government
signed in 1993 (see above) was an
important gesture towards VP, envisag-
ing the introduction of incentives to pro-
mote such schemes - eg reducing the
social security contributions on VP
awarded on the basis of collective agree-
ments. The Italian government’s positive
attitude towards VP has been motivated
by attempts to curb inflation and imple-
ment a sound incomes policy; to prevent
“wage-push” inflation, it has sought to
eliminate automatic wage increases and
link pay rises to productivity gains.

Some governments have extended or
replaced a policy of promoting wage

moderation with a broader vision of “a
society of stakeholders”, as the German
Chancellor, Gerhard Schröder, puts it,
endorsed by the UK’s ruling Labour Party.
For Chancellor Schröder, this society of
stakeholders forms a core element of a
comprehensive social democratic strategy
for modernisation. Germany’s
“red-green” coalition government views
the “improved participation of employ-
ees in productive capital” as a principal
political aim, with various advantages: a
fairer distribution of assets; an additional
form of employee co-determination;
increased employee involvement and
participation in the work process; and a
new pillar of financial security in old age.
In March 2000, Chancellor Schröder
invited the social partners to develop
new provisions to achieve greater
employee participation in their employ-
ers’ success, on the basis of sectoral col-
lective agreements. The government will
take the social partners’ possible recom-
mendations into account when deciding
on possible legislative measures to pro-
mote VP (currently rather limited).

The current UK Labour government has
proposed changes to public sector pay
that reflect its agenda of linking pay to
individual performance in both the pri-
vate and public sectors. The introduction
of PRP for teachers has recently been
particularly controversial. In general, the
government encourages profit and share
schemes by providing tax incentives.

Although the Greek government has
introduced legislation to regulate some
aspects of VP, it is the Belgian govern-
ment that has proposed the most com-
prehensive specific statutory framework
to regulate VP. A bill published in 2000,
aimed at ending current uncertainties,
proposes that employers should be
allowed to introduce financial participa-
tion for all workers in the form of either
profit-sharing or equity participation,
either under the terms of a collective
agreement or by an official announce-
ment. Employees’ earnings under
profit-sharing schemes would be subject
to 25% taxation, plus social security con-
tributions, while equity participation
would be subject only to 15% taxation.
Such schemes would be subject to con-
ditions: financial participation must not
replace pay rises; there must be no
reduction in employment; and the total
benefits must not exceed 10% of payroll
costs or 20% of profits.

Public and academic debates

Scandals and controversies over VP have
provoked both public discussion and leg-
islation in Ireland and Spain (see above).
Government representatives in Norway
and the Netherlands have expressed dis-
satisfaction with lucrative share-option
schemes for management in larger com-
panies; they claim that preaching moder-
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Table 5. Collective bargaining on variable pay, EU and Norway

Austria Bargaining over VP occurs at sector and company level. The distribution option (see main text) is addressed by sectoral agreements in
metalworking and some other industries, while details are negotiated between management and works council at company level.
Piecework and incentive payment systems are also regulated by sectoral agreements (eg in metalworking).

Denmark Provisions on “productivity-enhancing wage systems” (ie VP) are very common in collective agreements in the private sector area cov-
ered by the LO union confederation and DA employers’ confederation. They are found in all major agreements in manufacturing, build-
ing/construction, and service-related industries. Negotiations occur at both sector and company level. Sectoral agreements generally rec-
ommend the introduction of VP systems, where possible, or state that the parties regard favourably their use, adapted locally according
to individual enterprises’ specific conditions.

Finland VP is regulated by some sectoral agreements, as in metalworking and paper. However, decisions over implementation procedures are
made by individual employers. Pressure to regulate these schemes has increased as they have become more common. Central employ-
ers’ organisations and unions have tried to agree on VP, without concrete results. 

France Bargaining on VP is mainly company bargaining (usually in larger firms) on mandatory and voluntary profit-sharing schemes (see main
text). In 1997, 19,000 companies had mandatory profit-sharing agreements, covering 4.9 million workers, while 14,600 companies
with over 3 million workers had a voluntary profit-sharing agreement. 6,000 companies with 2.4 million workers had agreements
implementing both types of profit-sharing.

Germany In companies with VP schemes (according to a recent WSI survey), these are in three-quarters of cases governed by works agreements
(between management and works councils) rather than collective agreements (signed by unions), while in many companies VP is deter-
mined neither by collective nor works agreement, but by individual or group agreements, or unilateral management declarations. On
PBR, nearly 40% of relevant companies apply the provisions of collective agreements, mainly because pay premia and piecework have
traditionally been determined by such agreements. There are few collectively agreed provisions on newer forms of PBR, such as
target-setting. Regarding company performance- and profit-related payments, only 13% of companies concerned apply provisions
determined by collective agreements, with 70% having works agreements on the issue. Many sectoral agreements have opening claus-
es, allowing downward pay variations in certain circumstances.

Greece Profit-sharing and other ways of linking pay with productivity or company performance have not generally been the subject of collective
agreements (being introduced unilaterally by employers).

Ireland The current national agreement, the Programme for Prosperity and Fairness (PPF), contains provisions on the diffusion of financial par-
ticipation at enterprise level. A “partnership clause” provides for the voluntary establishment and deepening of financial participation. A
tripartite consultative committee was established to prepare proposals on financial participation, and its tax treatment, for consideration
in the national budget. An increasing number of local agreements on financial participation have been negotiated under the partner-
ship clause of the PPF and previous national agreement, though the total remains fairly low.

Italy Bargaining over VP takes place essentially at company level, though some “framework” rules may be set at sector level, as in chemicals
and banking. A 1997 Istat survey found that company-level bargaining covered 9.9% of businesses with at least 10 workers and 3.2
million workers (38.8% of all employees). VP agreements covered 64.2% of these workers in manufacturing and 52.8% in services,
and dealt with PBR (introduced after a 1993 tripartite agreement), plus more traditional VP (attendance bonuses, production bonuses,
piecework etc). A Bank of Italy survey found that in 1996, 60% of manufacturing firms with at least 50 workers had a company-level
VP agreement.

Luxembourg Collectively agreements have increasingly (if slowly) begun to deal with VP over the past decade. In nearly all main sectors (eg banking
and iron/steel), agreements provide for a 13th-month bonus or a fixed or variable end-of-year bonus, though variable payments during
the year are rare.

Netherlands Research indicates that VP was dealt with in one-third of collective agreements in 1998, especially at sector level. The main forms are
PRP, result-related pay and qualifications-related pay. In agriculture, construction, the civil service, trade and catering, and to a lesser
degree education, health and welfare, collective agreements deal with VP in a significant way, covering more than 90% of employees
concerned.

Norway Many collective agreements in manufacturing allow for local piecework and bonus arrangements. Such agreements may be negotiated
at company level, though the exact number is not known. In construction, piecework agreements are negotiated at industry level.

Portugal Provisions on some forms of VP (eg productivity and attendance bonuses) are included in some collective agreements, but this is not
widespread. 

Spain Bargaining on VP has increased greatly since a 1994 legislative change prompting the rationalisation of wage supplements and the
modification or establishment of variable supplements. VP is usually regulated at company level by collective or company agreements,
though sectoral agreements may regulate the procedure for introducing or modifying VP (eg in chemicals). Only exceptionally do sec-
toral agreements regulate VP itself. The content of company bargaining varies - though traditional bonuses are still predominant, more
complex schemes are increasing. According to the Ministry of Labour, in 1999 productivity bonuses featured in 26% of collective agree-
ments. According to the Economic and Social Council, in 1998, VP supplements depending on company results and objectives were
found in 15% of company agreements and 5% of sector agreements. A 1999 survey by the CEOE employers’ confederation found
that: 15% of company agreements establish variable supplements linked to achieving the company’s general objectives; 30% establish
objectives by groups or areas; and 40% establish individual incentives. The percentages are far lower for sectoral agreements.

Sweden Most sectoral collective agreements concluded by affiliates of the LO union confederation provide for systems based typically on a 90%
fixed pay component and a 10% variable bonus depending on production quality and other economic factors. Only three unions have
sectoral agreements of other kinds - electricians (pay partly based on the price of work) painters (piece rates) and building workers (a
mixture of piecework and monthly pay). Piecework agreements have largely been superseded since the 1980s, though they remain in
some small companies.

UK There is little information on the extent of collective agreements over VP. However, in 1998 only 29% of workplaces had pay deter-
mined by collective bargaining at all (bargaining usually occurs at organisation, or sometimes workplace, level). Bargaining coverage is
highest in the public sector, which is not affected by profit-related pay and share ownership. The extent of bargaining over such
schemes is therefore probably low. Indeed, VP’s increased importance has coincided with the decentralisation and decline of collective
bargaining. PRP schemes are usually introduced unilaterally by management, but unions often attempt to influence them in order to:
regulate the performance-appraisal process to ensure that management decision-making involves rules and procedures; reduce employ-
ees’ financial risk; and secure procedural rights to pursue appeals, have access to information and jointly review schemes with manage-
ment. In general, their current emphasis on “workplace partnership” means that unions look to play a role in VP wherever possible.

Source: EIRO.



ate pay rises for the general workforce
loses credibility when some particular
staff enrich themselves to an unlimited
degree. In countries such as Denmark,
there has been much public and media
attention on workers in the ICT sector
supposedly making large amounts of
money from share options in their boom-
ing companies. Overall, the conclusion
appears to be that uncontrolled remu-
neration poses a threat to: governments’
pay policies; pay coordination; coopera-
tion between the social partners; the
frameworks for wage negotiations; and
the established mechanism of collective
agreements.

Aspects of the public debate highlight a
key question in the current academic
debate: is VP inevitably involved in the
decentralisation of bargaining, the gen-
eral trend towards more individualised
employment relations and the growth of
a neo-liberal cultural climate with an
emphasis on competitiveness? Is VP
another threat to social cohesion? 

Some academic work touches on these
questions, but most studies concentrate
on more “instrumental” issues. In partic-
ular, certain claims for VP - that it moti-
vates employees to attain higher produc-
tivity and better performance - are being
questioned. In the UK, for example,
these claims are the subject of fierce
debate, often with negative findings,
while a Portuguese study suggests the
opposite relationship: high productivity
seems to be linked to high levels of fixed
wages for employees and low employee
turnover. Other questions examined in
research include: How can the effective-
ness of VP be measured, given that com-
panies’ performance and success depend
on a wide variety of factors? Since
team-based PRP is rare, what means are
being used to encourage vital coopera-
tion between employees? Is this cooper-
ation not undermined by individual
result-based pay? What do employees
think of VP? On this last question, for
example, Dutch research indicates that
employees are reaching different conclu-

sions on VP as time goes by. At present,
a small majority is in favour, but this
majority also believes that effort is a
more satisfactory criterion for determin-
ing pay than results, which also depend
on other factors and on colleagues’
efforts.

The VP debate has specific focuses in
particular countries. In Italy, macroeco-
nomic questions such as the competitive-
ness of the national economy and wage
moderation have prompted much debate
and numerous academic studies on VP.
French research highlights the drop in
tax and social security revenues caused
by the exemptions for profit-sharing .

In conclusion, VP is a controversial issue
in quite a few countries, while in others
it is not an issue at all. Research on VP is
relatively scarce, with most studies seek-
ing to scrutinise VP’s effectiveness at dif-
ferent levels.
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Commentary
Most of the 16 countries have seen an increase in the use of VP in recent years. However, the picture is not uniform. The UK,
for example, actually saw a decrease in the use of share and share option schemes in the 1990s, while in several other coun-
tries more traditional systems of VP are declining, or seem to have more or less stabilised. Having said this, the overall picture
is still one of a gradual increase in the use of VP systems. What are the implications for industrial relations systems?

First, there is the question of power. In several countries there is a strong link between the decentralisation of collective bar-
gaining and the increasing use of VP. This raises the question of who decides on the introduction, continuation or abolition of
a VP system. Is it the employer, or the employer and the individual employee together? Or is the VP scheme part of a collec-
tive agreement? 

As bargaining becomes decentralised, the importance of the company-level parties increases. Where the presence of unions
at company level is weak, the relative power of management increases unless another power is present to counterbalance it.
This counterbalancing power seems to be present only in Austria and Germany, and possibly the Netherlands, in the form of
the works council. However, it is debatable whether works councils can fully replace unions. 

Where VP is agreed at individual level, the question of power is even more acute. This is self-evident where management
makes the decision on pay unilaterally, but probably less so in situations where VP deals are negotiated between manage-
ment and individual employees. The transparency of the power relationship here may become blurred by a tight situation in
the labour market, as illustrated by the cases of Ireland and the Netherlands.

Second, given the connection between decentralisation and individualisation on the one hand and VP on the other, the ques-
tion arises of how far the process of individualisation and decentralisation will go. The unions’ fear that present developments
will continue indefinitely seems unjustified. Employers appear to recognise that total individualisation of setting terms of
employment has disadvantages. Surprisingly – or maybe not - collective agreements are currently emerging in some countries
in the sector where they might least be expected, ICT. Admittedly, these agreements contain more far-reaching clauses on VP
than the average collective agreement, but their emergence seems to prove that employers recognise that the complete indi-
vidualisation of terms of employment has disadvantages. Transaction costs are one such disadvantage: these are likely to
increase prohibitively as negotiations approach the individual employee level. At the same time, this may also highlight the
potential limits on the use of VP systems. SMEs do not seem to be particularly fond of PBR and PRP systems.

Finally, this brings us to the question of the effects of VP. The assumption that VP systems increase productivity and relate
positively to economic performance is generally taken for granted by economists, but is far from being universally recognised.
Commentators in several countries question the effects of PRP systems: not only because of measurement problems, but also
because of possible adverse effects and the “free-rider” problem (ie employees not pulling their weight) that can arise in sys-
tems linked to team performance. Nor is there unanimity about the more general impact of VP. Employers stress the benefits
of the flexibility that these systems can provide by linking incomes to changing economic circumstances and possible “exter-
nal shocks”. However, many unions fear that employees will ultimately be losers, and that the spread of VP systems will erode
social cohesion and solidarity. This threat is highlighted when unions call attention to the sometimes lavish share and share
option schemes offered to executives, and the impossibility of introducing such schemes in the public sector. In several coun-
tries, management remuneration in the form of VP has been a core issue in industrial relations in recent years.

Looking ahead to the future, it is important to recognise that opinions on this subject still differ between employers and
unions, and will probably continue to do so for a long time to come, although the picture is less clear than it was 10 years
ago. Here a “procedural approach” may be more promising than attempts to reconcile fundamentally different views. Under
such a procedural approach, employers and unions agree on sets of rules that companies must follow when introducing or
modifying VP schemes. The exact procedures will vary between different industrial relations systems, but the approach elimi-
nates unilateral employer decisions. Where this approach is taken, the opposing views will not vanish, but the outcome will
probably reflect a balance between the need for employers to achieve a certain degree of flexibility and for employees to
enjoy a certain degree of security. (Robbert van het Kaar and Marianne Grünell, HSI)


