
EUROPEAN 
INDUSTRIAL 
RELATIONS 

OBSERVATORY

EUROPEAN

FOUNDATION

for the 

Improvement 

of Living and 

Working Conditions 

UPDATE
6’01

EU Joint declaration on temporary agency work Page 2

Austria Future role of social partnership under dispute Page 3

France Recent agreements on trade union rights Pages 4-5

Italy Government presents White Paper on labour market Pages 6-7

Luxembourg Unions table joint claims in banking and insurance sectors Page 8

Norway Agreement on sickness absence and an 'inclusive working life' Page 9

Sweden Equal Opportunities Ombudsman clashes with Labour Court Page 10

United Kingdom Job cuts hit aviation and aerospace industries Page 11

Supplement Progressive retirement in Europe Insert

Across the EU, there is an increasing awareness among gov-
ernments and social partners of the problems raised by an
ageing population. One possible way of addressing the need
to keep older workers in employment longer and to reduce
the burden on pensions systems is ‘progressive retirement’.
Progressive retirement schemes allow workers approaching
retirement age to cut their working hours and receive some
form of income support to make up for the shortfall in pay.
The issue is receiving increasing attention, and the supple-
ment in this issue of EIRObserver analyses the extent and utili-
sation of progressive retirement in the EU Member States
(and Norway), its regulation by law and collective bargaining,
the main features of the existing schemes, and its role and
importance in the current debate between governments and
social partners.

The supplement finds that a variety of progressive retirement
schemes (often closely linked to early retirement) exist in 10
of the countries examined, with collective bargaining playing
an important role in their introduction and/or implementation
in most cases. However, there are major variations in the
details and take-up of the schemes in the various countries.
Governments and social partners are generally in favour of
more flexible retirement arrangements, but differ in some of
their views on progressive retirement.

EIRObserver presents a small edited selection of articles based
on some of the reports supplied for the EIROnline database,
in this case for September and October 2001. EIROnline - the
core of EIRO’s operations - is publicly accessible on the World-
Wide Web, providing a comprehensive set of reports on key
industrial relations developments in the countries of the EU
(plus Norway), and at European level. EIROnline - which has
been comprehensively redesigned in September 2001 - 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.12), 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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The EU-level sectoral social partners
in the temporary agency work sector
concluded a joint declaration in
October 2001. The signatories hope
that the text will serve as a basis for
an EU Directive regulating this area.

A joint declaration on temporary
agency work was signed on 8 October
2001 by Euro-CIETT - the European
committee of the International
Confederation of Temporary Work
Businesses - and Uni-Europa - the
European regional organisation of
Union Network International (UNI), the
international organisation grouping
services and white-collar worker’ trade
unions. The declaration was negotiated
within the framework of the European
sectoral social dialogue committee for
temporary agency work.

The signatories have forwarded the text
to the European Commission, stating
that they hope that it will serve as a
basis for a future EU Directive on tem-
porary work.

Background

Intersectoral EU-level talks on the issue
of an agreement on temporary agency
work between the central  social part-
ners – ETUC, UNICE/UEAPME and CEEP
- commenced in May 2000, following
consultations over possible legislation in
this area launched by the European
Commission. However, the negotiations
broke down conclusively in May 2001.
The Employment and Social Affairs
Commissioner, Anna Diamantopoulou,
subsequently stated that the
Commission would draw up a statutory
instrument to regulate temporary
agency work, in order to complete EU-
level regulation of ‘atypical’ work
adding to Directives, based on EU-level
social partner agreements, already regu-
lating part-time work and fixed-term
work.

Following the breakdown of the inter-
sectoral talks, Euro-CIETT and UNI-
Europa issued an initial joint declaration
on 3 July 2001. Having been part of the
negotiating delegations in the intersec-
toral talks, the sectoral social partners
regretted that these negotiations did
not conclude in an agreement.  They
welcomed the Commission’s announce-
ment that it would propose legislation
on temporary agency work and called
on the Commission to ensure that the
sectoral sectoral partners were consult-
ed during the preparation of the pro-
posed legislation, in a manner which
allowed for their views and recommen-
dations to be taken into account. The
second joint declaration agreed in
October 2001, sets out the sectoral
social partners’ jointly agreed objectives
for the draft EU legislation. 

Objectives
The October joint declaration states
that any EU Directive on temporary
agency work should reach a balance
between protecting agency workers
and enhancing the positive role that
agency work can play in the European
labour market. It lists 13 objectives
which the signatories feel that such a
Directive should include. The Directive
should:

• stress that non-agency employment
and open-ended contracts remain the
most common forms of employment,
although it should also recognise and
respect the potential contribution of
agency work to the EU’s employment
and economic objectives;

• promote quality in temporary agency
employment and strike a balance
between the needs of workers, user
companies and agencies, particularly in
the areas of flexibility and security;

• recognise that agency work may
enhance job opportunities and labour
market integration, particularly in the
case of special and/or disadvantaged
groups. This could be achieved by
means of training and development;

• establish the principle of equal treat-
ment, both in terms of the relationship
between the agency and the worker
and the relationship between the work-
er and the user company;

• ask Member States to identify, review
and, where appropriate, eliminate
obstacles of a legal or administrative
nature to agency work playing a posi-
tive role in the labour market. It should
also recognise that ‘certain prohibitions,
restrictions and/or regulations’ may be
necessary to prevent potential abuses,
both in terms of undermining employ-
ment conditions or workers in the user
company and those of other workers in
non-agency employment;

• ensure that temporary agency work
respects both EU-level and national
non-discrimination principles on all
issues, and that the ‘triangular’ nature
of agency work ‘calls for specific regu-
lations’;

• ensure that temporary employment
agencies do not make workers available
to a user company in order to replace
striking workers;

• ensure that Member States promote
the exercise of agency workers’ individ-
ual and collective rights, which include
trade union rights;

• state clearly that agency workers are
employed by the agency and that these
agencies therefore have the obligations
of an employer with regard to these
workers. Agency workers should also
be protected by applicable labour legis-
lation;

• ensure that agency workers have
access to training and development
opportunities which are appropriate,

both in the agency and the user com-
pany;

• ensure that agencies do not charge
their workers, either directly or indirect-
ly, for employment services;

• encourage the social partners to
negotiate on the implementation of the
Directive; and

• recognise that innovations in occupa-
tional benefit systems (such as pen-
sions) will be necessary to provide for
continuity of rights for temporary
agency workers.

Reactions
UNI-Europa has hailed this declaration
as a ‘breakthrough’. Its regional secre-
tary, Bernadette Tesch-Ségol, stated
that: ‘We hope the EU will now act
upon the recommendations and recog-
nise the growing contribution to the
European economy made by temporary
workers. We recognise that working
through agencies will be a minority of
the workforce, but this declaration
greatly strengthens their rights and
should offer the opportunity for more
unemployed people to find a way back
into the labour market.’

Euro-CIETT has stated that it is ‘delight-
ed’ to have been able to reach consen-
sus with UNI-Europa on this declara-
tion. The issue of European-level regula-
tion of temporary agency working is
central to Euro-CIETT’s aims. When the
intersectoral EU-level social partner talks
broke down in May, Euro-CIETT issued
a statement that it deeply regretted the
fact that the European social partners
had been unable to find a compromise.
It added that it felt that the agency
work industry, and as such the EU
labour market as a whole, would have
benefited from a European legal frame-
work negotiated by the social partners. 

Commentary
This joint declaration, by EU sectoral
social partners who are directly involved
in the temporary work agency sector,
will no doubt serve as an extremely use-
ful framework for the Commission
when it comes to drafting a statutory
instrument regulating this sector.
Although the EU-level intersectoral
social partners failed to reach consen-
sus, this declaration shows that there is
common ground between employer
and employee representatives on many
key issues, such as equal treatment,
union rights, statutory protection,
access to training and a prohibition on
agencies charging workers fees to use
their services. 

The Commission will be anxious to
draw up a statutory proposal which is
acceptable to all, as it wishes to com-
plete the statutory framework for the
regulation of atypical work. Therefore,
it is likely that it will use many of the
principles set out in this declaration to
form the basis of a draft Directive.
(Andrea Broughton, IRS)
EU0110208F (Related records: EU0106215N,
EU0005245N, EU9706131F, EU9901147F)

26 October 2001
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Since the formation of the new cen-
tre-right coalition government in
February 2000, the consensual
atmosphere in Austria’s public policy-
making has been greatly disrupted.
Social partnership has increasingly
lost its function as a platform for
‘interest clearing’ and its ability to
resolve problems.
Austria is well known for its ‘social
partnership’ system, which has secured
continued political and social stability
since 1945 and has remained largely
intact even in recent years. By interna-
tional standards, Austria can be regard-
ed as one of the countries in which
‘corporatist’ structures are most highly
developed. Unique to Austria’s social
partnership is its dominant role in socio-
economic policy-making. Its key actors
(ie the social partners) are the Federal
Chamber of Labour (AK), the Austrian
Chamber of the Economy (WKÖ), the
Austrian Trade Union Federation (ÖGB)
and the Federation of Austrian Industry
(IV). 

The fact that social partnership has
developed into a permanent and stable
element of the Austrian society is,
among other factors, due to the close
links between the employees’ organisa-
tions and the Social Democratic Party
(SPÖ) on the one hand and analogous
links between organised employers and
the conservative People’s Party (ÖVP) on
the other. These links are mainly crys-
talised in multiple office-holding (ie one
and the same person performing repre-
sentative functions in both a political
party and an employee or employer
interest association).

New government challenges cor-
poratist style of policy-making
However, since the new coalition gov-
ernment of the populist Freedom Party
(FPÖ) and ÖVP took power on 4
February 2000 (EIRObserver 2/00 p.4),
the traditional corporatist process of
policy-making has been severely chal-
lenged. The political initiatives proposed
by the new government met with harsh
criticism, mainly from organised labour
(EIRObserver 5/00 p.4). Most recently
and dramatically, government legisla-
tion on reforming the structure of the
central organisation of the public social
insurance system, the Association of
Social Security Providers (Hauptverband
der Sozialversicherungsträger, HSV),
provoked outrage among employees’
organisations. For the first time in its
100-year history, ÖGB called upon its
members nationwide to take part in
demonstrations. About 50,000 people
demonstrated in Vienna on 5 July 2001
in support of basic democratic rights,
which the unions regard as being vio-
lated by the government’s latest reform. 

The reform of the HSV is designed to
change significantly the representation-
al structure of this body.  Up to now,
the members of the ‘main conference’
(Verbandskonferenz) of the HSV were
recruited from representatives of organ-
ised labour and business, in accordance
with the results of the elections of their
representatives in the Chambers of
Labour and the Chamber of the
Economy. The most recent Chamber of
Labour elections in May 2000 brought
overall gains for the candidates repre-
senting the Fraktion Sozial-
demokratischer Gewerkschafter (FSG),
which is affiliated to the opposition
SPÖ, and the main loser was the
Freiheitliche Arbeitnehmer (FA) group-
ing, affiliated to the populist FPÖ. The
results of the elections were widely
regarded as a warning signal of opposi-
tion to the ÖVP-FPÖ coalition govern-
ment and its reform initiatives address-
ing the social welfare system.

Under the new system, HSV will have a
governing board (Verwaltungsrat),
whose members will still be recruited in
line with the results of the Chamber
elections. However, they will include at
least one representative of the three
most successful groupings in the elec-
tions. This means that the FPÖ-affiliated
FA, despite being the main loser in the
most recent Chamber of Labour elec-
tions, will have one seat on the govern-
ing board.

The government eventually pushed
through the reform of HSV and political
tensions between ÖGB and govern-
ment, especially FPÖ, have reached a
new peak of intensity. 

ÖGB holds ballot
On 29 August 2001, the presidium of
ÖGB unanimously decided to hold a
ballot of its 1.44 million members
between 24 September and 15 October
2001, in order to strengthen its political
position and to legitimise further
protest actions against government leg-
islation. The presidium presented the
following six political demands, to be
agreed on or rejected by its members:

1. Austrian social partnership should be
strengthened. Workers’ participation
must be extended to all fields of work-
ing life;

2. the obligatory system of social insur-
ance (Pflichtversicherung) should be
maintained in order to secure health-
care and pensions for all regardless of
their income;

3. wage increases and working time
should continue to be regulated
through collective bargaining;

4. employees should be entitled to sev-
erance pay from the first day of service
with their current employer
(Betriebszugehörigkeit) even in the case
of termination of contract by the

employee and with unrestricted avail-
ability by the employee;
5. the government should launch an
education initiative to remove any social
barriers to education; and

6. high-quality public services should be
maintained and the sale of public prop-
erty (eg companies, electricity, water
and forestry) stopped, in order to
secure people’s basic needs. 

The seventh and final question refers to
the kind of measures ÖGB should take
in order to achieve its demands, asking:
Shall ÖGB, if necessary, adopt a policy
of confrontation to enforce its demands
concerning the future of Austria and its
people? 

Political reactions
FPÖ heavily attacked ÖGB and dis-
missed its planned membership ballot
as a mere distraction. Hubert Gorbach,
the vice-chair of FPÖ, even suggested
abolishing trade unions. In the mean-
time, the other coalition partner, ÖVP,
faced internal disruptions over its future
strategy vis-à-vis the social partners.
Christoph Leitl, both the president of
the Chamber of the Economy and a
high-level representative of ÖVP, under-
scored the importance of ÖGB as an
indispensable part of Austria’s social
partnership and democracy. In addition,
he requested the government to
change its policy in relation to the social
partners. The President of the Republic,
Thomas Klestil, also intervened in an
attempt to settle the dispute and
stressed the importance of free trade
unions for a democratic political sys-
tem. Eventually, the Chancellor,
Wolfgang Schüssel, took part in the dis-
cussion and mentioned the strategic
role of the social partners during the
annual collective bargaining rounds. He
pointed out that, in macroeconomic
terms, collective bargaining outweighs
the tax reform currently under discus-
sion.

Commentary
Although the current conflict is
between the government and the social
partners, one cannot rule out the possi-
bility that it will also negatively affect
the relationship between the social
partners in the long run. This is because
the government’s policy of limiting
social partnership harms ÖGB more
than WKÖ, due to the latter’s links with
ÖVP. Hence, it is primarily ÖGB which
actually has to face a loss of influence
in public policy. This loss may induce
ÖGB to focus all the more on collective
bargaining as a means of advancing
employee interests, something which
may imply tougher union demands in
negotiations with the employer side.
(Susanne Pernicka, University of Vienna)
AT0109201F and AT0108225N (Related records:
AT0002212F, AT0007225F, AT0007225F, AT9811109F,
AT0007224N)

21 September 2001
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During 2001 and 2000, agreements
on trade union rights have been
signed in a number of major French
companies, such as Renault, PSA
Peugeot Citroën, Alstom, and Crédit
Lyonnais. They lay down the operat-
ing conditions for employee repre-
sentative bodies and trade unions,
and the resources put at their dis-
posal by the companies. 

A number of large companies have
recently signed agreements laying
down new rules on industrial relations
and trade union rights. These agree-
ments, the fruit of lengthy negotiations,
have been signed before the passage of
the ‘social modernisation’ law , which
deals - among other issues - with
improved improved employee represen-
tation arrangements and will receive its
final reading in the Senate in autumn
2001. The agreements also come prior
to the translation of the government’s
latest proposals on social dialogue -
including the funding of trade unions,
the representation of employees in
small businesses and the role of
employees in the economic decision-
making process - into legislation. 

From the perspective of the employers,
these new agreements are an expres-
sion of the acknowledgement of the
role of trade unions, and even of the
pluralism which characterises unions in
France. In most cases, the agreements
lay down or amend rules on the activity
of trade union delegates, and in some
cases they grant physical and financial
resources to these delegates. The aim is
to ensure greater transparency and a
more egalitarian character for these
companies’ support for union activity,
while seeking to bring the employees’
representatives closer to decision-mak-
ing circles within the company, by
improving, among other measures, the
training and the information given to
elected officials with seats on suprana-
tional representative bodies, in particu-
lar European Works Councils (EWCs).

Renault agreement 

An agreement on ‘employee represen-
tation and social concertation’ was
signed on 23 June 2000 by the man-
agement of the Renault motor manu-
facturing group and four unions - the
French Democratic Confederation of
Labour (Confédération française
démocratique du travail, CFDT), the
French Christian Workers’
Confederation (Confédération française
des travailleurs chrétiens, CFTC), the
General Confederation of Labour-Force

ouvrière (Confédération générale du
travail-Force ouvrière, CGT-FO) and the
French Confederation of Professional
and Managerial Staff-General
Confederation of Professional and
Managerial Staff (Confédération
française de l’encadrement-
Confédération générale des cadres,
CFE-CGC). 

The agreement, which came into force
on 1 January 2001, governs dialogue
between the social partners and the
way in which it operates in the various
Renault group employee representative
bodies at national, European and
worldwide levels. The General
Confederation of Labour
(Confédération générale du travail,
CGT) did not sign the deal.

The agreement provides for a new dis-
tribution of time off set aside for repre-
sentative work. It adds to the hours
available to central union delegates, the
secretaries of the largest establishment-
level works councils, and the secretary
of the group-level works council,
enabling them to perform their func-
tions as representatives on a full-time
basis. At the same time, the agreement
reduces and more strongly regulates
the time off for grassroots delegates.

Moreover, the agreement has notably
improved the resources made available
to staff representatives and unions.
Company intranet sites have been
placed at the disposal of every union
deemed representative in each work-
place, and for the social and education-
al activities of each establishment-level
works council. Funding for unions has
also been provided, with an annual
contribution set at EUR 45,735 (FRF
300,000) for each union deemed repre-
sentative (ie which received at least 5%
of the vote at the most recent establish-
ment-level works council elections), plus
a contribution proportional to the per-
centage of votes won at these elec-
tions. Additionally, Renault pays an
annual subsidy of EUR 91,470 EUR (FRF
600,000) to each national metalwork-
ing trade union federation whose local
branch has received at least 5% of the
vote at the Renault works council elec-
tions.

Lastly, the agreement contains provi-
sions guaranteeing the career develop-
ment prospects of staff representatives.

PSA Peugeot Citroën union rights
deal

An agreement on the exercise of union
rights was signed by management and
all the unions in the car-manufacturing

arm of the PSA Peugeot Citroën group
on 26 June 2001. This agreement
establishes a policy of training for elect-
ed officials and union delegates in the
social and economic fields, and in the
area of communications (ie running
meetings, as well as new communica-
tion methods) to facilitate the carrying
out of their responsibilities. This training
policy is complemented by a long-term
training plan to enable these elected
officials to retain job-related skills and
allow possible retraining to be planned
for. 

In terms of time off for representative
work, the agreement provides for a
credit of at least 100 hours per month
per central union delegate, topped up
at each workplace by an hours credit
granted to the unions deemed repre-
sentative at company level, added to
the statutory minimum amount. There
is also an hours credit for union work at
multi-workplace (intermediate) level for
unions with representative status in the
company, calculated on the basis of the
average of the votes won at workforce
delegate elections across several work-
places. 

The agreement also provides for
resources in terms of documentation, as
well as funding of EUR 6,000 (around
FRF 40,000) for each central union del-
egate as a contribution to the union’s
operating costs, payable on receipt of
paid invoices. 

Alstom employee representation
charter
An ‘employee representation charter’
was signed on 14 May 2001 by the
management of the Alstom engineering
group and CFDT, CFE-CGC, CFTC and
CGT-FO, but not CGT. The charter con-
stitutes the basic framework for compa-
ny-level negotiations within the group.
It provides a structure for consultation
between unions and management, and
is intended to improve the quality of
information received by union members
by facilitating attendance at union
branch meetings. The charter also pro-
vides for a training policy for elected
officials, to inform them of the group’s
activities. 

The ways in which unions can access
the group’s internal communication
networks are detailed in the charter.
These are: the possibility of creating
databases for publicising union posi-
tions on issues, but not for organising
discussion fora; and the use by the
unions of the e-mail system for the per-
formance of officials’ responsibilities,
but not for sending individual or group
messages to employees.

The charter ensures that an employee
representative’s career and level of pay
can develop normally, and allows for
the option of an employee suspending
his or her employment contract (with

FRANCE
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the right to be taken on again at a later
date) in order to become a full-time
union official.

Local or company-level agreements in
the group’s member companies will
stipulate the actual amounts of funding
given to unions, although the idea is
agreed on in principle.

Crédit Lyonnais accord

An agreement on ‘the renovation of
industrial relations’ was signed on 27
June 2001 by the management of the
Crédit Lyonnais bank with CFTC, CGT,
CGT-FO and the National Banking and
Credit Union (Syndicat national de la
banque et du crédit, SNB), but not
CFDT. The deal sets the rules for dia-
logue and the representation of
employees at the company, after the
number of establishment-level works
councils was reorganised so that there
are now nine instead of 50. 

Under the agreement, the unions with
representative status at Crédit Lyonnais
(CFDT, CFTC, CGT, CGT-FO and SNB)
each have a full-time national union
delegate with a status equivalent to a
central union delegate (as laid down in
Article L.414-12 of the Labour Code),
and four full-time national officials
(making a total of 20 for all the unions
together). Ten full-time national dele-
gate posts are also divided among the
five unions in proportion to the most
recent results in the elections for work-
force delegates and establishment-level
works councils. Additionally, in the vari-
ous operational divisions of Crédit
Lyonnais, the five unions may each
appoint a ‘regional union coordinator’,
given half-time secondment. The union
representatives on the works council
are given a monthly 40-hour time off
credit, while the ordinary union dele-
gates have only the statutory amount
of time off. In addition, company-
approved short-term union leave will be
granted to enable union organisations
to run smoothly. This leave is divided
up, in proportion to the workplace and
national quotas, for each of the unions
concerned. 

In the name of equal treatment for all
employees, the agreement ensures that
all union delegates and elected staff
representatives have the right to a
career structure and levels of pay similar
to those of other employees.

An annual grant is made by the com-
pany to the unions with representative
status nationally. It is comprised of a
fixed element of EUR 30,000 (around
FRF 200,000) and a variable element
depending on the results of the work-
place elections, worth EUR 4,500
(approximately FRF 30,000) per 5%
block of votes won.

Other company agreements

Other agreements on union rights have
recently been concluded in other large
companies. The Federal Express delivery
company, for example, reached an
agreement on union rights with CFDT,
CFE-CGC and CGT on 21 February
2001, which specified, among other
items, the amount of time off for union
delegate work, the resources granted to
unions and provisions concerning career
structures for union officials. 

The Air France group adopted a ‘social
and ethical charter’ on 25 June 2001,
signed by company management, all
the European unions represented in the
European Works Council, and the
European Trade Union Confederation
(ETUC) represented by the European
Transport Workers’ Federation (ETF).
The French unions with seats on the
EWC - CFDT, CFE-CGC, CGT, CGT-FO
and the the National Union of Airline
Pilots (Syndicat National des Pilotes de
Ligne, SNPL) - all signed up to the char-
ter.

This charter states that Air France will
adhere to the fundamental principles
and rights expressed in the United
Nations Universal Declaration of Human
Rights, and the Charter of Fundamental
Rights of the European Union. The
charter adopted by Air France is appli-
cable not only to the group’s employ-
ees, but also to those of subcontractors
with which Air France does business
worldwide.

Commentary

The signing of a number of agreements
on union rights in large French compa-
nies operating in world markets is a
response to a concern to make support
for dialogue between unions and
employers and union funding more
transparent (or more egalitarian even),
by prioritising national-level and
transnational bodies.

For the unions, most of which are anx-
ious to be able to reply unequivocally to
questions about their funding, these
agreements have allowed the shroud of
mystery to be raised, and thus the pre-
vious climate of suspicion in relation to
the funds that a particular company
might agree to grant them to be dis-
pelled, at a time when the issue of
union funding is being scrutinised in
parliament. 

However, in practical terms, such agree-
ments have encountered implementa-
tion problems in certain companies,
particularly with management teams
trained in a spirit of defiance of, or
even confrontation with, the unions
and their representatives.

Lastly, for the unions themselves, recog-
nition of union activity and obtaining
operational funding, although positive
outcomes, are not risk-free, and may
also lead to officials losing touch with
the grassroots membership, and foster
trends toward bureaucracy. (Maurice
Braud, IRES)
FR0109105F (Related records: FR0107172F, FR0108163F,
FR0008187F)

21 September 2001
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In October 2001, the Italian govern-
ment presented a White Paper on the
labour market. The document is a
programme of the legislative and
other measures that the new centre-
right government intends to carry out
during the next five years. 
On 3 October 2001, the Minister of
Labour, Roberto Maroni, on behalf of
the new centre-right government, pre-
sented a White Paper on the labour
market.

Context
The Italian economy has recovered
somewhat during recent years. GDP
grew by three percentage points more
over 1995-2000 than during the previ-
ous five-year period. The employment
rate, at 50.6% in 1995, increased to
53.5% in 2000 but remained far below
the EU average (63.3% in 2000).
Women’s employment rate is particular-
ly low - only 39.6% of the female
working age population is employed,
compared with 67.5% for men.

Despite the recovery, the Italian econo-
my still has important structural prob-
lems. There is a clear distinction
between a highly industrialised Centre
and North, with high employment
rates, and a depressed South with poor
infrastructures, a high rate of clandes-
tine, underground economic activity
and (in some areas) a significant influ-
ence of organised crime in business life.
Even if the labour market is going
through a period of recovery, there is a
very high unemployment rate in the
South - 21% in 2000, against 5.7% for
the Centre and North.

To this ‘economic dualism’ must be
added the widely perceived need to
modernise the industrial relations and
bargaining system. The Italian system is
characterised by strong centralisation,
which does not allow taking into
account the differences in productivity
which characterise the different areas
of the country.

It is also seen as necessary to modernise
labour market structures. Public
employment offices are not adequate
to manage the supply and demand of
labour: less than 4% of recruitment
takes place through these offices. The
various forms of employment contract
enabling access to the labour market
have multiplied, creating confusion and
competition among them. Some forms,
such as the work/training contract,
have been criticised by the EU.

The White Paper
The White Paper was developed by a
team of industrial relations experts. The

objectives are ‘to guarantee a substan-
tial increase in the employment rate, to
improve the quality of labour and to
obtain stronger social cohesion’. The
paper sets out a  programme of legisla-
tive and other measures that the new
government intends to carry out during
the next five years

The document is divided into two parts,
the first contains an analysis of the
labour market and the second a series
of proposals - set out in the box oppo-
site.

The analysis focuses on the perform-
ance and characteristics of the Italian
labour market. It assesses the impact of
EU guidelines on existing passive and
active labour policies, focusing particu-
larly on the ‘social shock absorbers’
which cushion the effects of redundan-
cies and restructuring, on employment
incentives and on the training system.

Among the difficulties of the Italian
labour market, the White Paper high-
lights demographic and generational
problems: young people find the transi-
tion between school and work and
training and work very difficult; older
people have problems with updating
their vocational skills and adapting to
new forms of flexible work; while
women find it difficult to enter and
remain in the labour market.

The mediocre ‘quality’ of work is
reflected in the high rate of ‘irregular’
work, which makes up 14.7% of the
total.

According to the government, Italian
social expenditure has an uneven struc-
ture. About 80% is absorbed by the
pensions system and little space is given
to dealing with unemployment and
providing incentives for the working
population. The system of incentives
and ‘social shock absorbers’ is regarded
as inadequate and inefficient, as are the
public employment services.

In the second part of the White Paper
(see box), the government sets out the
methods available to it and its objec-
tives. The methods are: ‘social dialogue’
based on the EU model; development
of the current decentralisation of labour
market regulation to the regions; the
use of ‘soft’ laws; and legislative inter-
ventions. The objectives set out are:
employability and labour quality (more
and better jobs); flexibility and security;
equal opportunities; and social inclu-
sion. The collective bargaining structure
is the last issue dealt with. The govern-
ment proposes that the social partners
should develop a ‘participative’ system,
including workers’ economic participa-

tion within companies and the regula-
tion of strikes.

Social partners’ reactions
The Confindustria employers’ confeder-
ation was not completely satisfied with
the White Paper. It considered the doc-
ument ‘timid and uncertain’ compared
with expectations, especially regarding
dismissals.

The Cgil trade union confederation
expressed a negative opinion.
According to Giuseppe Casadio, Cgil’s
confederal secretary, the document
describes a system of industrial relations
whereby the exercise of the collective
representation of workers is completely
denied. The main objective of the paper
‘is to reinvent the whole of Italian
labour law around the individual
dimension of the employment relation-
ship’.

The other two main union confedera-
tions - Cisl and Uil - seem more open
towards the White Paper. Savino
Pezzota, the Cisl general secretary,
believes that the document ‘describes a
contractual model which leaves room
for discussion and interventions in
terms of employability’.

Commentary
Three aspects of the government’s ini-
tiative have particular political rele-
vance: the method used; the proposed
move from ‘concertation’ to ‘social dia-
logue’; and the characteristics of the
government action proposed

The method used by the White Paper
is undeniably a new practice in Italy and
comes from the wider European tradi-
tion. The objective of the government is
to allow broad debate, to gather the
results of this debate which indicate the
existence of common understanding,
and to use these results as the basis for
subsequent legislative initiatives. This is
the first time that an Italian govern-
ment has believed that such a dialogue
could be a useful method. This is
thanks to the existence, for the first
time in many years, of a government
with a solid parliamentary majority, and
also thanks to a political perspective
which covers the entire field of legisla-
tion.

The passage from ‘concertation’ to
‘social dialogue’ is a novelty which
has an important political dimension.
The government intends to mark a
turning point with the approaches
adopted by previous centre-left govern-
ments. So far, concertation has meant
negotiation between social partners
and government on a series of general
issues These negotiations could go
beyond the direct responsibility of the
social partners and usually ended with
unanimous agreement. The present
government intends to limit the field of
discussion with the social partners. It
wants to avoid transforming the discus-
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sions into genuine negotiations and in
any case intends to take its decisions
with full autonomy. There may be two
explanations for this position. 

The first reason could be political/insti-
tutional. According to many observers,
in the past the process of concertation
over-ruled parliament’s prerogatives and
parliament was de facto deprived of the
possibility of expressing its authority on
general issues, because the government
and the social partners had already
agreed on them. A symbolic example,
mentioned by many observers, was the
negotiations on tax policy, whereby the
personal income tax rate was set
through negotiation with the unions. 

The second reason is purely political.
The government wants to avoid giving
trade unions, and in particular Cgil -
the union seen as least prone to accept
the challenge of modernisation of the
labour market a sort of power of veto
on the government’s action. The gov-
ernment believes agreement with the
social partners is desirable, but that it
should not be binding on the govern-
ment’s power of initiative.

In order to put its plans into action, the
government intends to adopt a practice
of ‘open coordination’, consistent with
the logic of the ‘subsidiarity principle’
underlying the ‘federalist’ changes to
the Constitution approved by a referen-
dum on 7 October 2001. The amended
Constitution entrusts the regions with
greater responsibilities in the definition
and implementation of labour policies.
The government wants to define the
general objectives, monitor the results
and promote the dissemination of good
practices - but it wants to leave to the
regional authorities the task of innovat-
ing and adapting labour regulations.

The government intended to close the
debate on its White Paper before 15
November 2001. Such a rapid conclu-
sion does not seem realistic, and nei-
ther does any general agreement on
the White Paper with the three main
union confederations. The most realistic
hypothesis seems to be a partial agree-
ment among the employers’ organisa-
tions, Cisl and Uil on some issues con-
cerning employability. At that point the
government will translate into legisla-
tive terms the main points of such an
agreement. For the other issues, is not
possible to imagine any legislative initia-
tive without the agreement of the
social partners.

It is very likely that after a first ‘trial of
strength’, involving the translation into
law of the results achieved during the
first phase of the dialogue, the govern-
ment will reopen bargaining with the
social partners. The government may be
influenced to avoid a clash by a number
of factors - such as the difficult interna-
tional economic situation, the problems
caused by the current renewal of the
collective agreements for the public sec-
tor, a strike in the schools sector and

protests by metalworkers represented
by Cgil (EIRObserver 5/01 p.8). The risk
for the government is of fostering indi-
rectly the most conflictual trade union
positions rather than more favourable
dialogue-oriented positions which could

foster the modernisation of the labour
market. (Domenico Paparella, Cesos).

IT0110104F (Related records: IT9802319F, IT0109101N,
IT0102277F, IT0111101N, IT0110103N, IT0107193F,
IT0106188N)
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The government intends to attain a
higher employment rate by strengthen-
ing the ‘efficient capacity of function-
ing of the market’. In order to achieve
this, the labour market must be freed
from the economic and regulatory
mechanisms which are seen as immo-
bilising it. There should be a shift from
a system which guarantees a particular
job to a system which guarantees life-
long full employability. Workers will
benefit from an ‘efficient and fair
meeting between labour demand and
supply’.

The actions that the government
intends to carry out in this area have
three directions:

1. modernisation and liberalisation of
public employment services;

2. enhancement of public intervention
in the school-work-training transition.
Continuing training will be supported
by stronger public interventions.
Apprenticeship will be upgraded as a
training tool while the work/training
contract will be used to foster the
entry of workers into companies; and

3. reform of the ‘social shock
absorbers’ to make them act as
employment incentives. People who
benefit from the social shock absorbers
will have to ‘look for a job in an active
way’. The methods of such a search
will have to be agreed upon with the
public employment services.

Particular attention will be given to the
participation of women in the labour
market. All external factors which pre-
vent women from starting work activi-
ty and which make it difficult to recon-
cile work and family life must be
removed. All gender discrimination
regarding economic and occupational
treatment must be abolished and
incentives will be provided for flexible
forms of employment, especially part-
time contracts.

The government will also develop a
series of policies aimed at regulating
migration flows. Employment contracts
for non-EU immigrant workers will be
strictly dependent upon their holding a
residence permit, and entrepreneurial
initiatives among migrants will be pro-
moted.

According to the government, the
development of the labour market and
of work organisation requires an adap-
tation of the regulation of employment
relations. The present regulatory
framework ‘reflects a work organisa-
tion which is now completely outdat-
ed’. Workers should no longer have a
dependent employment relationship
but should consider themselves as a

‘collaborator who works within a cycle
of working activities’. Such a cycle will
be composed of periods of dependent
work and periods of autonomous
work, alternating with periods of train-
ing and vocational requalification.

Within such a framework, all existing
types of employment contracts must
be adapted and flexible contracts must
be further developed, removing pres-
ent regulatory hindrances.
Furthermore, the government intends
to ‘clear’ from the labour market the
inappropriate use of some measures,
providing instead for the creation of
new forms of employment contracts.
The document proposes two new
forms of employment - ‘intermittent
work’ and ‘work on projects’.
‘Intermittent work’, a type of ‘on-call’
work, would provide a minimum
remuneration for workers to be avail-
able to be called on by an employer,
with increased remuneration during
periods when they were actually called
on to work. ‘Work on projects’ would
be be a form of ‘semi-subordinate’
autonomous employment linked to the
realisation of a project.

The government also intends to
increase labour flexibility by modifying
Article 18 of law 300 (the Workers’
Statute), which obliges employers to
reinstate workers if their dismissal has
been judged by the courts to be invalid
replacing the right to be reinstated
with economic compensation.

The government intends to modify the
present collective bargaining system.
The reduction of the employment gap
between the North and the South of
the country should be achieved
through wage policies which are differ-
entiated by area and take into account
the economic situation of each area. In
order to achieve such a ‘local’ wage
policy, the government intends to give
more space to decentralised bargain-
ing. National sectoral collective agree-
ments should provide guidelines on
the various issues while decentralised
bargaining should develop them in
detail ‘taking into account where pro-
ductivity gains occur and the specific
conditions of the local labour market’.

Worker participation practices will be
developed in accordance with the rules
provided for by various EU Directives in
this area. Recourse to strikes will be
further regulated, providing for ‘cool-
ing-off’ procedures and strengthening
the prevention and resolution of col-
lective disputes.

The White Paper’s proposals



In a display of new-found unity, in
October 2001 the three representa-
tive trade unions in the Luxembourg
banking and insurance sectors made
a joint claim for bargaining over new
collective agreements. The demanded
a large pay rise and abolition of the
system of payment based on per-
formance criteria. 

The banking industry is the sector of
the Luxembourg economy which has
experienced the most debate and con-
troversy over the identity of representa-
tive trade unions and the conclusion of
collective agreements by such unions
(only ‘representative’ unions have cer-
tain collective bargaining and other
rights).

In 1993, a collective agreement was
signed for banking only by two trade
unions - the Luxembourg
Confederation of Christian Trade
Unions (Lëtzebuerger Chrëschtleche
Gewerkschafts-Bond, LCGB) and the
Federation of Private Sector White-
Collar Employees-Independent Workers’
Federation (Fédération des employés
privés-Fédération indépendante des tra-
vailleurs, FEP-FIT) - that enjoyed nation-
ally representative status at the time,
but were minority organisations in the
banking sector.

The Luxembourg Association of Bank
Staff (Association luxembourgeoise des
employés de banque, ALEBA), which
represents the great majority of bank
employees but did not have nationally
representative status at this time, con-
tested the legal validity of the 1993 col-
lective agreement, and indeed brought
the matter to the attention of the
administrative courts (the Council of
State). However, the Council never
examined the case in detail, saying that
case was inadmissible. The 1993 agree-
ment was also strongly disputed by the
non-signatory unions - ALEBA and the
Luxembourg Confederation of
Independent Trade Unions
(Onofhängege Gewerkschafts-Bond
Lëtzebuerg, OGB-L) - on the grounds
that it introduced a new payment sys-
tem based on new ‘groups of duties
and performance criteria’.

In 1997, the three trade unions consid-
ered representative at the time - LCGB,
OGB-L and FEP-FIT - with the support
of ALEBA, signed a new three-year col-
lective agreement that specifically
retained the ‘performance-linked’ pay
system.

In April 1999, on the expiry of the 1997
agreement, ALEBA signed a new collec-
tive agreement for white-collar banking
staff with the Luxembourg Association
of Banks and Bankers (Association des

banques et banquiers du Luxembourg,
ABBL). The representative unions did
not sign. By a Ministerial Decree of 1
December 1999, the Minister of Labour
blocked registration of this collective
agreement, thereby denying ALEBA
nationally representative status.

When ALEBA appealed, the
Administrative Tribunal (newly created
in 1997) decided on 24 October 2000
that the union met the criteria set out
in the law to be deemed nationally rep-
resentative (EIRObserver 1/01 p.8). This
decision was confirmed on appeal to
the Administrative Court.

Joint trade union demands
Despite this background of division, on
2 October 2001, ALEBA, OGB-L and
LCGB tabled a single list of demands
for the renewal of the collective agree-
ments in the banking sector, and also in
the linked insurance sector. Their desig-
nated spokesperson, the president of
ALEBA, stressed the solidarity that exist-
ed between three unions, which want-
ed to work together in their members’
interests.

The unions suggested to ABBL and the
Association of Insurance Companies
(Association des compagnies d’assur-
ance, ACA) that the new agreements
should last for three years. They also
claimed that working time in
Luxembourg is longer than in other
countries, and called for annual work-
ing time to be reduced by 32 hours.
Another new element in the unions’
claims involved the introduction of
‘long-term accounts’ whereby staff can
save additional hours for use in more
flexible working time models.

The unions are also asking for the abo-
lition of the performance-related pay
system, claiming that: performance can
never be satisfactorily defined, and only
leads to favouritism; and pay based on
performance criteria has not been
favourable to the internal working envi-
ronment in banks. Instead, the unions
propose new salary scales that will give
employees longer-term pay rises.
According to the unions, the introduc-
tion of new pay structures should be an
additional tool with which to recruit
new staff in the finance sector. The
union’s pay claims include salary rises of
4% a year, a new end-of-summer-holi-
day bonus, and an improved June
bonus.

The unions have stated that they do
not expect the employers to agree to
their demands, because they will cite
the unfavourable economic climate. In
this context, the unions point out that
the Finance Sector Supervisory
Commission (CSSF) published spectacu-

lar figures on growth in the
Luxembourg financial market in June
2001: during 2000, total balance sheets
rose by 8.17%, gross profits before
allocations by 20% and net profits by
27%.

Employers’ positions 
The president of the ABBL described
the trade union demands as ‘dispropor-
tionate and unrealistic’, and said that
they would represent an increase in
costs of about 30% over three years. If
combined with the other demands, the
pay rise of 4% would lead to a 14%
increase in staff costs in the first year.
The employers’ representative also stat-
ed that he wanted to maintain a pay
system based on performance criteria.

In addition, the ABBL president stated
that, in the present circumstances, he
did not think there was any chance of
achieving a result in bargaining, given
union demands that he claimed were
designed to end in failure from the
moment they were formulated. Lastly,
he wondered how OGB-L and LCGB,
which are represented in all sectors of
the economy, would manage to explain
their demands to their other members,
particularly in view of the fact that the
banking sector already pays the best
salaries in Luxembourg.

Commentary
It seems sensible for the three represen-
tative trade unions to draw up joint
demands following resolution of the
ALEBA’s problem over its national repre-
sentative status. If the figures put for-
ward by the employers are correct, the
pay claims are effectively average for
wage demands over the last few years.
Although banking turnover rose appre-
ciably during 2000, the employers will
unquestionably insist on the changed
situation that has applied since the ter-
rorist attacks in the USA on 11
September 2001.

The current trade union united front
will have to demonstrate its solidarity in
forthcoming bargaining meetings which
will, as usual, end up before the
National Conciliation Office. (Marc
Feyereisen)
LU0110107F (Related records: LU9810172F,
LU9706113N, LU9905104F, LU9912117N, LU0011152F)

26 October 2001
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In October 2001. the Norwegian gov-
ernment and social partners conclud-
ed an agreement aimed at achieving
a more ‘inclusive working life’. One
of the objectives is to reduce sickness
absence by 20% by 2005.
On 3 October 2001, the social partners
and the outgoing Labour Party govern-
ment concluded an ‘agreement of
intent’ aimed at creating a more ‘inclu-
sive working life’. The agreement seeks
to reduce the utilisation of sickness
benefits and the sickness absence rate,
and take better advantage of the
human resources represented by older
employees. The agreement also carries
on some of the recommendations of
the ‘Sandeman committee’, which pub-
lished its ‘An inclusive working life’
report in autumn 2000. However, the
committee’s majority proposal to alter
the sick pay scheme, which presently
grants employees full wage compensa-
tion from the first day of sick leave, was
not included. The agreement puts to
rest the controversial issue of sick pay
for now, by attaching to the agreement
an explicit goal of reducing the sickness
absence rate. 

Content
The agreement’s objectives are to:

• reduce the sickness absence rate by at
least 20% over the period 2001-5;

• ensure that a higher share of employ-
ees with ‘impaired functionality’ are in
employment; and

• increase the average actual retirement
age.

The agreement came into force on 3
October 2001 and will run until 31
December 2005. It is, however, to be
re-evaluated after the second quarter of
2003, and will be terminated if it
becomes evident that the objectives will
not be achieved, unless the parties
agree otherwise.

The agreement stipulates a number of
measures that should contribute to the
accomplishment of these goals.

The monitoring and management of
employees on sick leave will be made
quicker and improved qualitatively. The
measures are to be based on individual
workplaces, and will contribute to
enhancing the responsibility of both
employees and employers. A ‘function-
ality evaluation’ will be carried out on
employees whose sickness absence
goes beyond the self-reporting period
(ie beyond the three first days of
absence).

Companies may conclude a cooperative
agreement with the national insurance
authorities, outlining various measures
to combat sickness absence and reduce
the rate of retirement on disability

grounds. In concluding such agree-
ments, companies will commit them-
selves to working systematically
towards reducing sickness absence.
Furthermore, these agreements require
the authorities to provide companies
with financial and administrative means
to achieve these objectives. Companies
covered by an agreement will thus, for
instance, receive better care and super-
vision from the national insurance
administration. Employees in such com-
panies will be allowed to use ‘extended
self-reporting’, ie they may be off work
for up to eight days without a doctor’s
certificate.

Parliament will consider a number of
financial measures raised by the Labour
government, on which the viability of
the agreement rests, including a reduc-
tion of employers’ social security contri-
butions for employees over 62, and
making the national insurance adminis-
tration responsible for expenses caused
by sickness absence in connection with
pregnancy. The government also wants
to extend the national insurance admin-
istration’s practice of purchasing health-
care services in order to get sickness
absentees back into employment 
earlier. Furthermore, companies that
employ or recruit employees with limit-
ed ability and functionality will receive
significant wage support funding.
Finally, efforts directed at employees
with disabilities and those on disability
pensions will be strengthened.

A significant feature of the new agree-
ment is the obligation on the govern-
ment not to propose changes to the
present sick pay scheme, which means
that employees will continue to receive
full compensation from day one of
absence. Furthermore, employer finan-
cial commitments will not be extended
to cover a longer period of sick leave
than at present.

Commentary
Both the social partners and ministers
involved have expressed satisfaction
with the agreement. The employers are
especially satisfied with the concrete
and ambitious goals established for
reducing sickness absence, and the fact
that the agreement may be cancelled if
it becomes evident that these goals are
beyond reach. Employers are also
pleased that the national insurance
administration is taking over responsi-
bility for sickness absence related to
pregnancy and that employers’ social
security contributions in respect of older
employees are to be reduced. This is a
significant cost-saving measure for most
employers. 

Trade unions are delighted to see the
sick pay scheme remain unaltered for
now, especially in light of the parlia-

mentary majority in favour of change to
the scheme. The leader of the
Norwegian Confederation of Trade
Unions (LO), Gerd-Liv Valla, argues that
the agreement is an important step
towards a better and more inclusive
working life, but nevertheless emphasis-
es that LO will not accept weakening
the present sick pay scheme. The
unions also welcome the financial
measures proposed, not least because
they should ease the reluctance among
employers to recruit younger women.
Surveys show that illness in connection
with pregnancy makes up a significant
share of women’s sickness absence,
thus leading to increased costs for
employers. The unions have also
stressed that a reduction of compensa-
tion level in the present sick pay
scheme would particularly affect
women, since their sick leave levels are
higher than men’s.

The agreement is regarded primarily as
an accord on sickness absence,
although its content is rather more
comprehensive. There is a general con-
sensus about the problems connected
to the increasing sickness absence rate.
Many commentators believe, however,
that  a 20% reduction will be difficult
to achieve, especially when the pressure
on the labour market is as great as it is
today. Experience indicates that sickness
absence increases in such periods, while
it decreases in periods with increasing
unemployment. In order to achieve a
20% reduction, efforts have to be
directed at tackling the problem of
long-term absence, and again experi-
ence suggests that this will be demand-
ing. It also requires the capacity to
reach employees with heavy and repeti-
tive work and their employers, since the
sickness absence rate is particularly high
among these groups of workers.

The agreement was the result of an ini-
tiative taken by the outgoing Labour
government, which was replaced in
mid-October 2001, following the gen-
eral election on 10 September, by a
centre-right coalition. The Labour gov-
ernment had long endeavoured to
establish an agreement between the
social partners on measures to reduce
sickness absence. The outgoing govern-
ment kept the parties in the incoming
coalition government up to date with
developments, and as such the agree-
ment will most probably not be altered
by the new government. The sick pay
scheme is a controversial issue, and the
agreement has thus contributed to eas-
ing any potential conflict with the
unions for the new coalition. (Kristine
Nergaard, FAFO Institute for Applied
Social Science)
NO0110107F (Related records: NO0010109F,
NO0109140N)
26 October 2001
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In September 2001, the Swedish
Equal Opportunities Ombudsman lost
the latest in a series of gender wage
discrimination cases in the Labour
Court. The Ombudsman now wants
to take such cases to the public
courts instead.

On 12 September 2001, the Labour
Court delivered its judgment in a gen-
der wage discrimination case (AD dom
nr 76/01), the latest in a series of simi-
lar cases which had a negative result for
the plaintiff, the Equality Opportunities
Ombudsman. On this occasion, the
Ombudsman represented a female
nurse, arguing that the fact that she
earned less than a colleague at the
same workplace, a male medical techni-
cian, constituted illegal sex discrimina-
tion. The Court agreed that the two
workers could be seen as performing
tasks of equal value, but ruled that it
was not wage discrimination to give the
medical technician a higher wage. The
employer, a county council, could prove
that the wage difference had no con-
nection with the workers’ gender but
resulted from the existing labour mar-
ket situation .

On 25 September, the Ombudsman
announced the withdrawal of a similar
case, which was to be dealt with by the
Court later in the autumn, because the
costs of the legal proceedings were too
high. It was not worthwhile to carry on
with the case as it seemed impossible
to win, the Ombudsman reasoned. The
Ombudsman also claimed that, in two
earlier lost wage discrimination cases in
2001, the Labour Court had requested
too little in terms of counter-evidence
from the employer. The Court thus,
according to the Ombudsman, too easi-
ly accepted the employers’ arguments
about ‘market wages’. 

There have been eight wage discrimina-
tion cases taken to the Labour Court
since 1984, of which the Ombudsman
and the employees concerned have lost
six and won two.

New rules

In January 2001, amendments to the
Act concerning Equality between Men
and Women came into effect, introduc-
ing new rules which place greater
emphasis on employers to present
counter-evidence in equality cases.
However, the legal rules covering the
wage discrimination cases mentioned
above were those in the earlier version
of the Act. The new amendments
include provisions concerning the job
evaluation process at the Labour Court.
In examining what ‘work of equal

value’ means in a particular workplace,
a comparison must now be made
between groups performing what is
considered as work of equal value.

The Ombudsman believes that the new
rules will be much more effective and
make it easier for workers to win a
wage discrimination case. However, the
Swedish Association of Local
Authorities, whose members employ
many workers in sectors such as health-
care and have been involved in earlier
wage discrimination cases, disagrees.
The Association’s chief lawyer has stat-
ed that there will probably be no
change at all following the introduction
of the new rules. 

A biased Court? 
At the basis of the Ombudsman’s dis-
satisfaction with the Labour Court is a
belief that the procedural rules at the
Court are unsuitable for wage discrimi-
nation cases. He first argued that the
members of the Court (who include
representatives of trade unions and
employers) should be seen as being
partial in wage discrimination cases,
and now he advocates that all such
cases should thus be taken before the
public courts. The effect would mainly
be the possibility to have the case
reconsidered in a Court of Appeal, in
line with the European Convention for
the Protection of Human Rights and
Fundamental Freedoms. Cases in the
Labour Court cannot be reviewed at a
higher level. 

The chief lawyer at the Swedish
Confederation of Professional
Employees (TCO), Ingmar Hamskär,
opposes the Ombudsman both on the
issue of possible partiality of the Labour
Court, and on removing wage discrimi-
nation cases from the Labour Court’s
jurisdiction. The partiality issue refers to
the fact that four of the Labour Court’s
seven members are appointed from
among the social partners. The
Ombudsman considers it improper that
members of social partner organisations
should act as judges in wage discrimi-
nation cases. In an official TCO state-
ment, Mr Hamskär said that the
Ombudsman’s proposal to move wage
discrimination cases to the public courts
would decrease legal safety and
obstruct effective work against discrimi-
nation in working life.

Human rights 
Mr Hamskär of TCO argues that a
human right such as wage equality is
an obvious issue for trade unions to
deal with. Negotiations, and eventually
agreements, are the best ways to elimi-

nate local conflicts on such issues.
Many conflicts are solved this way, and
only a few are taken to court. It is,
however, not self-evident what the
Labour Court can do within a frame-
work of individual wage negotiations
where the ‘market’ is often seen as the
standard for setting pay rates. What
burden of proof, asks Mr Hamskär,
should there be in a Labour Court case
in order to assess whether ‘market
forces’ are an adequate explanation for
wage differences between jobs of equal
value?

According to Mr Hamskär, other meas-
ures must be drawn up to fight struc-
turally-related wage discrimination - a
problem that many female employees
come up against in the public sector.
This is, however, no reason to move
wage discrimination cases to the public
courts. A case tried in the open public
courts places restraints on the individ-
ual. In the Labour Court, the union acts
as a ‘shield’ between the individual and
the court. Also it is the union that pays
the costs of the case. In the public
courts, the individual would be on his
or her own, although perhaps repre-
sented by a lawyer, and the costs would
all be on the individual, if he or she
loses.

Commentary

Some rules in the Act concerning
Equality between Men and Women
have recently been tightened up in
order to strengthen the employees’
position in cases of alleged wage dis-
crimination tried at the Labour Court.
The Ombudsman has for some time
been fighting in vain to win a case, and
lately all cases have been lost. The
majority of the Court has consistently
ruled against the female workers repre-
sented by the Ombudsman, arguing
that if employers pay male workers
higher wages because of the market
situation, this cannot be seen as wage
discrimination.

The Ombudsman optimistically pins his
hopes on one of the new rules in the
equality Act, allowing groups of
employees performing jobs of equal
value to be considered when compar-
ing one individual’s work tasks with
another’s. Personally, the author thinks
that, as long as the ‘market wage’ issue
cannot be addressed in a more creative
way, the risks of further failure in wage
discrimination cases is very high. One
might change the procedural rules in
the Labour Court or move wage dis-
crimination cases to a public court, but
the market wage syndrome would still
exist. (Annika Berg, Arbetslivsinstitutet)
SE0110101F (Related records: SE0103187F,
SE0102179N)
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September 2001’s attacks in the USA
are already having a profound effect
on the UK airline and aerospace
industries.

The attacks on the USA on 11
September 2001 have had a dramatic
impact on airline passenger numbers
and heightened fears of a major US
recession. The immediate consequences
were felt across the world’s airline
industry as aircraft were grounded,
routes cut and large-scale job losses
announced. This sudden drop in busi-
ness comes on top of a slowdown in
the industry, leading many companies
to react quickly by cutting capacity. The
knock-on effects are now being felt in
other sectors, in particular aerospace,
with the US-owned Boeing cutting
30,000 jobs worldwide. The response in
the UK has been almost as rapid, with
airline and aerospace companies
announcing substantial redundancies.

Aviation

The aviation industry directly supports
around 180,000 jobs in the UK. There
are around 40 UK airlines operating
larger aircraft, with British Airways
accounting for around half of the mar-
ket. The UK is central to the interna-
tional airline industry, particularly flights
to the USA. Within days of the attacks
in the USA, UK airline companies
responded by drastically reducing the
number of routes  and announcing
widespread redundancies, including:
7,000 at British Airways; 600 at BMI
British Midland; 1,200 at Virgin
Atlantic; and 700 at Go-Ahead.

It is expected that other job cuts will
follow, and that redundancies in non-
UK airlines will also affect employees in
the UK. The airlines’ response has been
rapid, reflecting the impact of the
September attacks on a worldwide
industry already suffering growing
financial problems. Following the Far
East recession, a predicted downturn in
the US economy has threatened further
to depress passenger numbers. Higher
fuel costs and a fragmented industry
with overcapacity have also meant poor
prospects over the last year. Earlier in
2001, British Airways reported that it
would be cutting capacity by 20%, as
part of a strategy aimed at focusing on
higher-profit routes.

Aerospace

The crisis in the airline industry has had
an immediate knock-on effect on the
aerospace industry, ie aircraft manufac-
turers, which includes the major UK
employers BAE Systems and Rolls
Royce. The UK aerospace industry is

Europe’s largest and has been described
as the country’s most globally successful
manufacturing industry. It is one of the
few growth areas in UK manufacturing,
with employment increasing from
110,000 in the mid-1990s to over
150,000 in 2000. However, with the
threat of orders being cancelled and
airlines looking to renegotiate existing
contracts, aerospace companies have
started to reassess their position.

Shorts Aerospace, a subsidiary of the
Canadian Bombardier, announced in
September plans to cut 2,000 jobs in
Northern Ireland. In October, the US-
owned TRW Aeronautical Systems dis-
closed that it will lose more than 1,000
jobs, including 670 in the UK. Rolls
Royce, the world’s second-largest sup-
plier of civil aircraft engines, has
announced that 5,000 jobs will be cut
from its worldwide workforce of
43,000, with 3,800 to go in the UK.
GKN, the UK-based engineering com-
pany, plans to cut 1,250 jobs, mostly in
its aerospace business. All these compa-
nies have linked the proposed redun-
dancies to the aftermath of 11
September. 

Although aerospace companies have
strong order books, there has been
concern for some time that the stagna-
tion in passenger numbers and the
squeeze on airlines would lead to a
short-term downswing in demand.
Reduction in capacity had already been
planned at Rolls Royce, which
announced job losses earlier in 2001,
and BAE Systems, which has cut 5,300
jobs over the past year. Nevertheless,
commentators remain optimistic that
the worldwide civil aerospace industry
will continue to expand over the longer
term.

Response to the crisis

The UK government has stated that it
will be considering ‘targeted support’
for the airline industry, including help
with insurance and security. It has been
reported that Prime Minister Tony Blair
would not let British Airways go bank-
rupt, although the company has made
no request to date for state aid.
Stephen Byers, the transport secretary,
has met with trade union representa-
tives to discuss the situation facing UK
airlines, but there has been no formal
response on how or if the industry will
be supported. Airlines have been lobby-
ing the European Commission to ensure
that government assistance to support
the industry will be permitted. In
response to Rolls Royce’s redundancies,
Patricia Hewitt, the trade and industry
secretary, has promised help with
retraining.

Unions in the two sectors have reacted
angrily to what many see as the air-
lines’ ‘knee-jerk’ reactions. There is a
concern that companies are over-react-
ing and announcing more redundancies
than justified by the crisis. Following
the Shorts announcement, the general
secretary of the Manufacturing Science
Finance union, stated: ‘We are angry
that the announcement was made
without any prior consultation with
staff representatives. This is another
example of why the government should
introduce the EU Directive on informa-
tion and consultation in full and with-
out delay.’ The Transport and General
Workers Union (TGWU) and the
Amalgamated Engineering and
Electrical Union (AEEU), both with sig-
nificant membership in the two sectors,
have stressed the need for government
to support the industries.

Commentary
UK companies have been quick to
respond to the attacks on the USA with
the announcement of major redundan-
cies, first in the airline industry and
then in the aerospace sector. The airline
industry was already facing overcapacity
and companies such as British Airways
were planning major cutbacks earlier in
2001. It seems that the crisis has
enabled them to undertake redundan-
cies swiftly and with little fear of reac-
tion either by unions or more widely.
Redundancy announcements have
taken their usual form in the UK - issu-
ing statements to the press, rather than
consulting with employee representa-
tives first. With limited legal regulation
and little pressure in practice to seek
alternatives to redundancy, UK employ-
ers often find job cuts the cheapest
short-run means to reduce costs and
maintain share value.

Despite full order books, it seems that
aerospace companies are pre-empting a
short-term contraction in the industry
by making cutbacks as quickly as possi-
ble. In opting for such an approach, the
industry will lose many highly skilled
employees, who may be unwilling to
return to the industry following any
subsequent expansion. With an ageing
workforce, and a failure to replace ade-
quately those skilled workers lost with
young people, the industry is likely to
face a major skills crisis in future unless
greater effort is made to retain existing
employees.

In addition, over the last five years,
there have been attempts in a number
of companies to move away from the
aerospace industry’s traditional conflict-
ual industrial relations climate. Any
progress made in this direction is likely
to be undermined by the prospect of
widespread redundancies and a general
lack of job security. (Caroline Lloyd,
SKOPE)
UK0110114F (Related records: EU0110206F)
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One of the measures that have been
implemented in order to encourage
participation by older people in the
labour market in a number of European
countries is ‘progressive retirement ’
(PR). PR aims to retain older people
within the active population by decreas-
ing their working time and, at the same
time, granting some sort of income
support. For example, a scheme might
allow older workers to work half time
from the age of 55 until full retirement
age, receiving pay for the time spent in
work and a pension or other financial
compensation for the remainder of the
time. There may be a number of rea-
sons for supporting such arrangements:
first, it may help reduce the social
exclusion of older people; second, it
may represent an important way to
keep valuable competence and skills
within firms and transfer know-how to
younger employees; third, it may
reduce the burden on pension systems,
insofar as it keeps people working
longer than they would do otherwise.

PR schemes may be seen within the
European Union Employment
Guidelines’ call on Member States to
‘develop policies for active ageing with
the aim of enhancing the capacity of
and incentives for older workers to
remain in the labour force as long as
possible, in particular by: adopting posi-
tive measures to maintain working
capacity and skills of older workers, to
introduce flexible working arrange-
ments and to raise employers’ aware-
ness of the potential of older workers’.
At the same time, they can be part of
the social partners’ strategies to address
economic and corporate restructuring,
in order to retain valuable know-how
within firms as well as to ‘soften’
redundancy plans and exit from
employment. Moreover, PR may repre-
sent an alternative to expensive ‘full’
early retirement schemes and ease the
reform and financial restructuring of
national pension systems. The attrac-
tiveness of PR may well be that it allows
for all these objectives to be combined.

This supplement analyses the diffusion
and utilisation of PR in the EU and
Norway, its regulation by law and col-
lective bargaining, and its role and
importance in the current debate
between governments and social part-
ners, notably as far as pension system
reforms and the issues raised by an
ageing workforce are concerned. The
supplement is an edited version of a full
comparative study - based on informa-
tion provided by the EIRO national cen-
tres - available on the EIROnline web-
site.

Diffusion of PR

There is a quite uneven distribution of
PR arrangements in the countries exam-
ined, though it is present in the majori-
ty of them - Austria, Belgium, Denmark,
Finland, France, Germany, the
Netherlands, Norway, Spain and
Sweden.

However, the issue of the transition
from work to retirement is attracting
more and more attention in many
countries - the exceptions being
Greece, Luxembourg and Ireland,
though in Luxembourg and Ireland the
issue is seemingly starting to emerge.
There is a widespread debate on the
introduction of periods of reduced
working time in order to ‘soften’ (and,
in rare circumstances, delay) the exit
from work. The particular features that
this debate has in any country vary
depending on the main objectives that
PR is supposed to help attain. In gener-
al, the discussion centres on three
broad goals of the introduction of par-
tial retirement:

1. the reduction of the financial burden
imposed by national pension systems.
Partial retirement is seen as a means to
control the cost of pensions and to
redress imbalances induced by demo-
graphic trends;

2. the provision of equal opportunities
in employment for older people. The
decrease in working time and effort
allowed by partial retirement is consid-
ered an important incentive to support
the retention of older people in the
active population or, at least, an essen-
tial step to provide an alternative to
early retirement. The fundamental aim
is to support the employment of older
workers; and

3. the mitigation of labour shortages.
With a view to coping with the effects
of demographic trends on labour sup-
ply (rather than on the financial equilib-
rium of pension systems), the prolonga-
tion of active life is seen as an impor-
tant source of ‘additional’ labour, often
characterised by high levels of skill and
qualification.

Of course, these three objectives are
greatly intertwined and the existence of
partial retirement arrangements has a
simultaneous impact on all three
dimensions. In each country concerned,
all three issues are usually taken into
consideration, though the public debate
may highlight a particular goal and the
actual implementation of partial retire-
ment may be designed to address
specifically - or to a large extent - only
some of them.

Existing PR schemes
Two features may help distinguish
among the different PR schemes:

• the origin of partial retirement provi-
sions. Measures may be designed and
introduced by either law or collective
bargaining. In the latter case, there
might also be some sort of governmen-
tal promotional initiative, though the
reason for bargaining on such issues is
very likely to be different from the need
to assure the financial equilibrium of
public pension systems. Rather, it may
be linked to the need to reduce costs
incurred by companies, to avoid the
sudden loss of older and skilled work-
ers, or to promote equal employment
opportunities regardless of age.
Legislation, on the other hand, though
it may be concerned with a wide array
of policy objectives, usually shows a
strong attention to the sustainability of
welfare and pension systems; and

• the reference period for the partial
retirement. If this ‘soft’ transition to
retirement covers the years before the
statutory retirement age, then it is best
suited to avoiding full early retirement,
with its considerable financial costs and
notable loss of often qualified workers
who are still relatively young. By con-
trast, if PR concerns (also) the period
after the normal retirement age, and
therefore allows a postponement of the
standard exit from the active popula-
tion, the measures may be considered a
specific incentive to support the
employment of older people, as well as
a means to ease pressure on pension
systems.

In practice, law is the prevalent source
of PR arrangements. This can be easily
understood, given that PR has usually
an impact on welfare and pension sys-
tems and therefore needs to be regulat-
ed on a general basis. The role of nego-
tiations among social partners varies
considerably in the different countries,
but can be significant. Collective bar-
gaining is the main basis of partial
retirement arrangements in Belgium,
the Netherlands and Norway. Another
country where the role of bargaining is
very important is Germany, though PR
was originally introduced there by law
in 1996 - the basic legal provisions have
been supplemented by sectoral and
company-level agreements which lay
down the conditions which are actually
applied to PR in many cases. In
Denmark, there is a close link between
law and bargaining: while PR schemes
have been introduced by legislation,
collective agreements often cover poli-
cies for older workers in their so-called
‘social chapters’. In Austria, Finland,
France, Spain and Sweden, the rules
that govern PR essentially derive from
law (and from social dialogue in Austria
and Spain) and no collective agreement
is required to implement partial retire-
ment schemes.

Progressive retirement in Europe
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As far as the other key feature of PR is
concerned, ie the reference period, the
schemes almost invariably concern the
years just before normal retirement and
usually end when the workers reach
statutory retirement age. It is rare that
PR extends beyond the limit of the offi-
cial retirement age. Even if the empha-
sis has changed to some extent in the
most recent years, the main apparent
objective of PR measures is thus to
avoid full early retirement and pensions,
rather than to support the prolongation
of active life beyond the ordinary retire-
ment age. The stress is, on one hand,
on easing the exit from work of older
workers by reducing the level of effort
required on their part (in some cases,
there is also the possibility of shifting to
reduced hours without any combination
of income from work and other
sources) and, on the other hand, to
soften the burden of early retirement
on pension systems and state budgets.
PR arrangements have often developed
within the framework of wider regula-
tions on early retirement.

A major exception to the general rule
that PR usually does not extend beyond
the statutory or ordinary retirement age
is ‘gradual retirement’ in France, which
is devised for people who continue to
work on reduced hours after the statu-
tory retirement age of 60. A similar
scheme can be found in Spain: an April
2001 tripartite agreement envisages the
introduction of a flexible retirement sys-
tem which should extend beyond the
age of 65, by allowing the amount of
the pension to be increased if workers
stay in their job after the normal retire-
ment age.

A debate on this issue is under way in
Italy, where the focus of the discussion
between the social partners and the
government is the revision of the 1995
reform of the pension system. There are
suggestions that the opportunities to
retire with a seniority pension (a pen-
sion connected to the number of years
worked), rather than an old-age pen-
sion, should be restricted and that
incentives to continue working after the
statutory retirement age should be rein-
forced. In the UK, there has been a
debate on the abolition of the statutory
retirement age, and more generally on
favouring the retention of workers in
the active population as long as possi-
ble, without strict limitations. In
Portugal, a 1999 law introduced a flexi-
bilisation of the retirement age by
granting both the possibility of early
retirement and incentives for those who
continue to work beyond the statutory
retirement age and request their pen-
sion later.

PR has to be seen against the back-
ground of low activity rates among
older workers that have been influ-
enced in the past two decades by reor-
ganisation and restructuring, which
have notably affected older workers.

Activity rates for men and women aged
55-64 averaged 41.4% in the EU in
1999 (up slightly from 40.3% in 1996),
ranging from 68.6% in Sweden to
26.2% in Belgium.

There are many reasons which may
explain this tendency: from the firms’
point of view, a reduction in the num-
ber of workers with long service allows
them to involve in restructuring
processes the workers with the highest
salaries and with skills that they may
consider as outdated; while for trade
unions, early or partial retirement may
be seen as a sort of ‘reward’ for long
service and as a way of reducing the
social costs of restructuring, since out-
right redundancies can be avoided or
substantially reduced. Such policies may
thus be an important tool to keep con-
flict under control and sustain consen-
sus.

Schemes considered
As mentioned above, out of the 16
countries reviewed here, PR schemes
are present in 10: Austria, Belgium,
Denmark, Finland, France, Germany,
the Netherlands, Norway, Spain and
Sweden. We focus our attention on the
arrangements which reflect the above
definition - PR entails both: a reduction
in working time; and integration of the
part-time pay with either a partial pen-
sion or another contribution, be it in
the form of unemployment benefit or
supplementary pay. A mere option for
older workers to reduce their hours
granted, in order to diminish their
workload and effort, is not regarded as
PR.

In general, it is quite easy to identify
which schemes meet our criteria for
consideration as PR. A partial exception
is PR in the Netherlands. The great het-
erogeneity of Dutch ‘pre-pension’
arrangements (see below) means that
there are some ‘grey’ areas, not least
because of lack of information. In prac-
tice, there are not enough data to dis-
criminate between ‘real’ PR and more
generic effort-reduction measures for
older workers in the Netherlands.

It is difficult to summarise the main fea-
tures of the various PR schemes which
are available in the 10 relevant coun-
tries, since they are very different from
one another. In the text below, we try
to identify some common elements and
the main distinguishing features of
each scheme. More information is pre-
sented in tables 1 and 2 (p. iii and p. v).

Role of collective bargaining and
law
The role of collective bargaining in the
introduction and the definition of PR
arrangements varies considerably.
However, in only three cases - Finland,
France and Sweden - does bargaining
seem to have played only a marginal
part. In these three countries, PR has

essentially been introduced and imple-
mented through legislation. Collective
agreements in these countries may
include the use of PR schemes - eg as
one of a number of measures to deal
with workforce reductions - but the
rules and structure of the schemes have
been defined by law.

Negotiations between the social part-
ners have played the greatest role in
the Netherlands, Belgium and Norway.
In these three countries, PR was essen-
tially introduced by collective agree-
ments and further specified and imple-
mented through sectoral and decen-
tralised agreements. Indeed, in the
Netherlands collective agreements are
the sole source of PR arrangements,
which emerged from the autonomous
initiative of social partners at sectoral
and company level. As a consequence,
the ways in which PR is implemented in
the Netherlands are quite heteroge-
neous and depend on the sector and
the company. In recent years, bargain-
ing over PR, and more generally on
‘pre-pension’ and flexible retirement
arrangements, has increased, trans-
forming previous early-retirement provi-
sions.

In Belgium and Norway, the introduc-
tion and implementation of PR has
taken place in a more centralised and
coordinated way. In Belgium, it was
defined by an intersectoral collective
agreement in July 1993. Since this is a
framework agreement, for PR to be
effectively available, further accords had
to be reached at sectoral or company
level. In 1997 and 1998, 67 sectoral
joint committees and subcommittees
signed agreements covering partial
early retirement on half the normal
working hours. In Norway, agreements
on PR have been concluded at both
intersectoral and sectoral levels. In
Belgium, the bargained provisions were
later confirmed by law, while in Norway
PR can benefit from the state support
granted to early retirement arrange-
ments, of which it represents a special
type.

In Germany, a 1996 law which intro-
duced the possibility of PR explicitly
empowered the social partners to speci-
fy further the ways in which employees
may arrange for a smooth shift into
retirement. The social partners have
widely taken advantage of this possibili-
ty and there are a number of collective
agreements which cover this topic.
Agreements have usually been conclud-
ed at sectoral level, though there are
also some important company-level
agreements. These agreements have
introduced various modifications to the
legislative PR provisions. For instance,
an important change relates to the min-
imum net wage, which has usually
been increased above the statutory level
of 70% of the previous wage.

However, the most notable innovations
introduced by bargaining in Germany
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Table 1. PR schemes: introduction and implementation

Country Scheme Introduction Objectives Type of implementation 
agreement

Austria Part-time work for older 2000, by law (after discussion Allowing reduced working Either collective agreement, 
workers (Altersteilzeit). with social partners). hours for older workers or agreement between 

(thereby avoiding early management and works 
retirement). council, or between employer and

employee.

Austria Partial pension (Gleitpension). 1993, by pension reform law. Providing alternative to early Individual agreement; if 
retirement. employer and employee fail to agree,

works council can be brought into nego-
tiations.

Belgium Early retirement on half 1994, by intersectoral collective Allowing reduced working hours Sectoral or company-level 
normal working hours. agreement (no. 55). for older workers. collective agreements implementing the

intersectoral agreement, plus individual
agreement (for workers aged 58, the
implementing collective agreement is
not mandatory).

Belgium Career break. 1985, by law; special conditions Providing older workers with right In small enterprises (up to 10 
for over-50s provided by inter- to shorter working hours. workers), employee must obtain 
sectoral agreement in 2000 employer's agreement. Works 
(no. 77). council or union representatives may

negotiate with company ito regulate
some aspects of scheme (requests
exceeding 5% of the workforce in small
businesses and definition of grounds on
which employer may defer worker's
right to reduced working hours).

Denmark Flexible early retirement. 1998, by legal reform of the 1979 Retaining people over 60 in Collective agreement is 
voluntary early retirement (Efterløn) employment. needed in public sector, where-
regulation. as in private sector an individual agree-

ment is sufficient.

Denmark Partial pension. 1986, by law, most recently Allowing reduced working hours Individual agreement.
amended in 1999 and 2001. for older workers. 

Denmark Working hours reduction and In 1990s, by sectoral agreements Allowing reduced working hours Sectoral and company-level 
part-time work (as part of to be further specified by for older workers. agreements which define older 
older workers policy). decentralised negotiations. workers policy.

Finland PR. 1987 in private sector and 1989 in Introducing active labour policy for Individual agreement.
public sector, by law. older workers and reducing 

pension expenditure. 

France Progressive early retirement 1982, modified in 1993 and 1997, Allowing working time reductions Individual agreement. Agreement
(Préretraite progressive, PRP). by law. for employees approaching retire- between Ministry of Labour and 

ment and supporting compensatory firm needed to set company commit-
hiring of people in priority groups ments in terms of compensatory
targeted by employment policy. hiring and recruitment among priority 
Introducing tool to manage groups, thereby providing basis for
reorganisation plans and determination of firm's financial 
redundancies. contributions. Before signing agreement

with Ministry, firm must consult employ-
ees' representatives.

France Phased-in retirement 1982, by law. Allowing working time reductions Individual agreement.
(Cessation Progressive for public sector employees. 
d'Activité, CPA) (public sector 
employees only). 

France Gradual retirement. 1988 and modified in 1992, by law. Allowing employees to work Individual agreement.
beyond statutory retirement age of 60. 

Germany PR. 1996, by law (which empowers social Fighting unemployment and replacing Unions and works councils may 
partners to negotiate further provisions). overly expensive early retirement conclude agreements at sector and 
Possible to enter programme until 2009. provisions introduced in 1992. company level to further specify imple-

mentation rules.

Netherlands PR (part of flexible pre-pension Since 1980s, and increasingly in 1990s, Turning full early retirement into Collective agreement which sets 
schemes). by collective agreements and company partial retirement. rules for PR.

policies. 

Norway Partial pension. 1997, by collective agreements Providing alternative to early retirement Individual agreement.
modifying 1988 early retirement and supporting financial sustainability 
provisions. of pension system. 

Spain Deferred retirement (still awaiting 1997, by law, following social concerta- Prolonging worker's active life beyond Not yet available (scheme awaiting 
implementation). tion and later specified by intersectoral ordinary retirement age. implementation).

agreement, still awaiting implementation. 

Spain Early retirement through ‘hand-over’ 1984, by law. Postponing early retirement. Individual agreement.
contracts (contrato de relevo). 

Sweden Reduced hours. 1998, by pension reform law. Allowing reduced working hours for Individual agreement.
older workers.

Source: EIRO.



concern: the introduction, under certain
circumstances, of a sort of ‘right to PR’
(already envisaged by the law); and the
specification of a particular kind of PR,
the so-called ‘block model’, which was
originally introduced in the chemicals
sectoral agreement. On the first point,
various collective agreements have
introduced an obligation on the
employer to accept employees’
demands for PR, provided that these
remain within the limits of a fixed per-
centage of the workforce. This possibili-
ty was expressly mentioned in the law,
which left to trade unions or even
works councils the opportunity to
negotiate on this matter, setting a
threshold of 5% of the workforce. In
the relevant collective agreements, this
percentage has sometimes been low-
ered or increased and ranges between
3% and 8%, depending on the sector,
the kind of workers (blue-collar, shift-
workers etc) and sometimes the age
cohorts to which the employees
belong.

The introduction of the ‘block model’
has transformed considerably the
nature of PR in Germany and in some
ways contradicted the original rationale
for introducing the scheme. The ‘block
model’, which has become the first
choice for German ‘partial pensioners’,
entails no gradual shift into retirement.
The PR period is split into two equal
parts: in the first, the employee works
full time; whereas in the second he or
she enjoys full paid (according to the PR
rules) time off.

In Denmark, there is a relatively close
connection between law and bargain-
ing. The two main PR schemes (flexible
early retirement and the partial pension)
were introduced by legislation. Sectoral
and company agreements often contain
provisions on ‘senior policies’ (ie policies
for older workers), which usually
include reduced working hours, togeth-
er with other provisions such as the
possibility to move to other job posi-
tions or access to training. Special
schemes are provided for workers aged
at least 55, which include the possibility
to apply for shorter hours, part-time
work and transfers to other job posi-
tions. 

In this sense, these agreements are sim-
ilar to those which can be found in the
Netherlands and cannot be considered
as such as PR. In general, however, the
application of Danish PR and older
workers’ schemes is defined through
collective agreements. Furthermore,
partial pension schemes may be includ-
ed in the measures laid down by collec-
tive agreements and applied in the
framework of older workers’ policies.
For this reason, in Denmark, PR can be
regarded as an element of an active
labour market policy initiated by the
government and conducted in coopera-
tion with the social partners. Yet, PR
arrangements and schemes for older
workers may also be established as a

part of staff reduction measures or to
rebalance the age composition of the
workforce.

In the other two countries which have
PR arrangements (Austria and Spain),
the social partners have played a role
essentially at national intersectoral level,
through social dialogue and concerta-
tion. In Spain, there have been two rel-
evant agreements which have referred
to PR: the agreement on the consolida-
tion and rationalisation of the social
security system, signed in 1996
between the government and the trade
unions; and the agreement for the
improvement and development of the
social security system, reached in April
2001 by the government, employers’
organisations and one union confedera-
tion. There have been no significant
negotiations at lower levels, since the
choice to postpone retirement age is
essentially regarded as an individual
one. In Austria, the issue of PR has
been taken into consideration exten-
sively within social dialogue, but no
specific central agreements have been
reached.

Table 1 on p. iii sets out the titles, date
and nature of introduction, and objec-
tives of the various PR schemes in the
10 countries concerned (some have
more than one main type of scheme) as
well as the types of agreement (collec-
tive at various levels and/or individual
employer-employee) required for the
implementation of the schemes. 

Main features of PR schemes
Below we compare the main provisions
of the PR schemes in the 10 countries
concerned - the schemes are sum-
marised in table 2 on p. v.

Age

The first eligibility requirement for
entering a PR scheme is reaching a cer-
tain age. The eligible workers have to
be close to the statutory retirement
age: generally, the maximum duration
of PR is around five years. In the case of
the career break scheme in Belgium,
there is no age requirement, because
the opportunity to take partial retire-
ment does not proceed from PR
arrangements as such, but rather from
a sort of ‘functional equivalent’. A
career break can be arranged by all
workers and allows them to combine
reduced working hours with an income
support contribution, provided that an
unemployed person is recruited as a
replacement. However, even in this
case, a recent intersectoral agreement
has envisaged the introduction of spe-
cial career break conditions for workers
over 50.

Career and social security contribu-
tions

It is very common for PR schemes to set
eligibility requirements related to the

career of the applicants. The employees
must have worked for a certain number
of years and notably must have paid
social security contributions of at least a
given amount or for a certain period.
Sometimes, they need to have a certain
length of service in the company where
they are working when they apply for
PR.

Initiative and implementation

Usually the initiative to seek PR may be
taken by both the employer and the
employee. Access to early retirement is
a personal choice by the employee and
is generally implemented through indi-
vidual agreements between the worker
and the employer.

Compensation and incentives

Under the definition of PR used here,
workers involved must benefit from a
supplement to the pay they receive for
their reduced working hours. This can
be either a state contribution, like
unemployment benefit, or a partial
pension, or both. The role of such
‘income integration’ is essential in order
to make PR attractive beyond the mere
reduction in working hours and effort,
and sustainable in economic terms for
the partial pensioners. 

Sometimes there is some sort of eco-
nomic incentive for the employer, often
in the form of reductions in social secu-
rity contributions. In other cases, as in
France, the employer has to pay a fee
in order to utilise PR schemes. Even in
France, however, an incentive mecha-
nism applies: the charge that the
employer has to pay is linked to the
replacement rate of partial pensioners
(that is, the amount of working time
freed up by partial retirement which is
covered by new recruitment). The high-
er the replacement rate, the lower are
the financial contributions the employer
has to pay. The existence of this fee
stresses the similarity between PR and
other tools (such as early retirement),
which may be available to employers to
manage reorganisation processes, and
for whose utilisation employers have to
pay a contribution to costs.

Compensatory recruitment

Compensatory recruitment to replace
employees taking PR is seldom manda-
tory. In France, there are significant
incentives to recruit as replacements
young people and persons who belong
to priority groups targeted by employ-
ment creation policy. Indeed, the finan-
cial contribution that employers have to
pay for making use of PR is linked to
the level and the composition of new
recruitment to compensate for the time
freed up by PR. A similar mechanism
operates in Germany, where employers
have to make compensatory recruit-
ments in order to benefit from the eco-
nomic incentives available for the
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Table 2. Main features of PR schemes
Country Scheme and hours Minimum age Career requirements End of scheme Income and incentives Compensatory recruitments

reduction (besides part-time pay) 
Austria Part-time work for older 55 for men, 50 for Unemployment insurance Early retirement age Worker: at least 50% of Repealed in 2000. 

workers. Full-timers can women. contributions for at least (61.5 for men and 56.5 pay reduction. Employer: No longer required.  
work up to 28 hours per 15 years in the last for women). the Labour Market 
week and part-timers up 25 years. Service pays 25% of 
to 70% of previous hours. gross pay and covers 

social contributions 
exceeding actual 
working hours. 

Austria Partial pension. Hours 61.5 for men, 56.5 for Pension contributions for Retirement age (65). Worker: proportionate None.  
reduction of 40%-60%. women (new limits to at least 450 months. ‘partial pension’. 

be progressively 
implemented up to 
October 2002). 

Belgium Early retirement on half 55. a) Full-time employment Retirement age. Worker: unemployment Obligation to replace 
working hours. Hours in same enterprise for at benefit and employee with unemployed 
reduction of 50%. least 12 months prior to supplementary worker (some exceptions).  

reduction of working compensation. 
hours; b) entitled to 
unemployment benefits. 

Belgium Career break. Hours Any, but rules for over- For over-50s, 20 years' For over-50s, career Worker: career break Employer must hire 
reduction of 20% or 50%. 50s to be introduced employment and five break is re-examined benefit. unemployed worker (some 

from January 2002. years' service with every six months. exceptions).  
current employer. 

Denmark Flexible early retirement. 60. Eligibility for early Retirement age (65), or Worker: a) proportionate None.  
Variable hours reduction. retirement, ie member- early retirement. partial early retirement 

ship of unemploy- pay; b) tax-free payment 
ment fund for 25 years. if worker postpones full 

early retirement. 

Denmark Partial pension. Hours 60. Full pension contributions Retirement age (65). Worker: partial pension. None..  
reduction of at least for 10 years during last 
seven hours or 25%, 20 years. 
part-time hours of 
12-30 hours per week. 

Denmark Working hours reduction Usually 60, 55 in public Varies by sector and firm. Retirement age (65). Varies according to None.
and part-time work (as sector. collective agreements 
part of older workers and usually includes 
policies). Variable hours provision of partial 
reduction. pension. 

Finland PR. Weekly working 58 (56 on experimental Private sector: Retirement age (65). Worker: a) part-time None.
time reduced to 16-28 basis until 2002). a) full-time employment pension of 50% of 
hours. for 12 months during last difference between 

18 months; b) five years full- and part-time 
of pensionable employ- earnings; b) no signifi-
ment during last 15 cant reduction in old-age
years. Public sector: full- pension entitlement. 
time employment for 
three years during 
previous five, of which 
six months just before 
starting part-time work. 

France Progressive early retire- 55. a) Service in firm for at Retirement age (60). Worker: a) benefit of Employers' financial contri-
ment. Average hours least one year; Scheme continues after c.30% of previous basic bution depends on level of 
reduction of 50%. b) affiliation to social 60 only if worker cannot wage; b) social contribu- compensatory hiring and 

security scheme for qualify for full pension. tion reductions; c) company proportion of recruits from 
10 years; c) in full-time agreements may grant priority groups: contribution 
work. Workers over 60 special bonus. Employer: lower for more compensa-
must have fewer pension contribution to financial tory recruitment.
contributions than needed costs of scheme - contri-
to qualify for full pension. bution level depends on 

compensatory recruitment.

France Phased-in retirement 55. a) Full-time job; Retirement age (60). Worker: 30% of basic None.
(public sector employees b) 25 years' service as Scheme continues after wage. 
only). Hours reduction of state employee. 60 only if worker cannot 
50%. qualify for full pension. 

France Gradual retirement. 60. a) Enough pension con- ‘Late’ retirement after Worker: partial pension None.
Variable hours reduction. tributions to qualify for age of 60 (or return to proportionate to % of 

full pension; b) only one full-time job or second full-time hours worked.
part-time activity. part-time job). 

Germany PR. Hours reduction of 55 (possible to enter a) Unemployment contri- Retirement age (65) Worker: at least 70% of Needed for employers to benefit 
50%. programme until 2009). butions for 36 months former net full-time income. from economic incentives.  

during last five years; Employer: if employers hire 
b) not entitled to full new workers, they receive 
pension. payments to compensate the 

difference between actual 
working hours (50%) and 
wage (at least 70%) and 
90% of full-time worker's 
pension contributions; 
incentives may last up to 
six years. 

Netherlands PR (part of pre-pension 60. Varies according to Retirement age (65). Varies according to None.
schemes). Variable hours collective agreements collective agreements. 
reduction. 

Norway Partial pension. Variable 62. a) Employed in company for Retirement age (67). Worker: partial pension. None.
hours reduction. three years, or covered by 

agreement on early retire-
ment for five years; b) 10 
years of pension contribu-
tions since age of 50. 

Spain Deferred retirement (still 61. 35 years' pension contribu- ‘Late’ retirement after age Worker: a) higher pension None. 
awaiting implementation). tions to benefit from of 65. on retirement; b) reduction 
Variable hours reduction. incentives. of social contributions. 

Employer: social contribution 
reductions. 

Spain Early retirement through 60. Eligibility for early retire- Retirement age (65). Worker: partial pension pro- Obligation to recruit replacement.
hand-over contracts. Hours ment, ie 30 years of pension portionate to working 
reduction of 50%. contributions. hours reduction. 

Sweden Reduced hours. Hours 61 Eligibility for pension. Retirement age (67). Worker: partial pension. None.
reduction of 25%, 
50% or 75%.

Source: EIRO.



implementation of PR schemes. An obli-
gation to recruit new employees exists
in Belgium, both for early retirement on
half working hours and for career
breaks - though with some exceptions -
and in Spain, for ‘hand-over’ contracts.
In Austria, a similar requirement was
repealed in 2000. 

The general lack of an obligation to
recruit replacement employees seems to
suggest that PR is only marginally con-
ceived as an employment creation poli-
cy. Rather, it targets specifically older
cohorts and, on one hand, tries to sus-
tain employment of older workers and,
on the other, tends to become part of
the retirement and pensions system.

Working time reductions

The working time reductions for
employees taking PR vary considerably,
depending on the different schemes
and the individual agreement between
the employer and employee. Often,
there is the possibility of a certain
degree of flexibility in the definition of
the reduced working hours (generally
ranging from a 25% to a 75% cut in
normal hours). This happens in nearly
all countries, while in Belgium (early
retirement on half normal working
hours) and Germany, the working time
cut is fixed at 50%.

Connection with early retirement

In almost all countries there is a strong
link between the provisions on early
retirement and PR. Usually, PR is part of
the general rules on early retirement or
has emerged as a way to amend early
retirement schemes, by making them
more ‘flexible’ and less expensive, as
follows:

• in Austria, part-time work for older
workers can last up to the early retire-
ment age. Thereafter, employees may
effectively opt either for a partial pen-
sion or for early retirement (the majority
chooses the latter);

• in Belgium, early retirement on half
normal working hours is an option
available within the framework of early
retirement arrangements;

• in Spain, hand-over contracts were
introduced in 1984 as part of the regu-
lations on early retirement.
Furthermore, the April 2001 tripartite
agreement on the social security sys-
tem, still awaiting implementation,
envisages the introduction of a new
form of PR, which should postpone
retirement beyond 65, and imposes sig-
nificant restrictions on early retirement
possibilities;

• in France, the main PR route is the
progressive early retirement scheme;

• in Norway and Denmark, PR repre-
sents a modification added to early
retirement provisions, in 1997 and
1998 respectively;

• in the Netherlands, PR is one of the
flexible pre-pension provisions which
have recently been replacing early
retirement arrangements in collective
agreements; and

• in Germany, PR was meant to reduce
the number of early retirements, but in
theory and in practice it can serve as a
sort of ‘pre-early retirement’. In fact,
under the statutory provisions, PR can
start at 55 - then, as the public subsi-
dies may last for a maximum of six
years, at 61 the employee may turn to
early retirement. Taking into account
the possibility of utilising the wide-
spread ‘block model’, subsequently
introduced by many collective agree-
ments, the workers concerned may be
practically retired by the age of 58. 

An apparent exception is Finland.
However, even here PR is included in
the general pension system norms and
is an alternative to disability and unem-
ployment pensions (which are special
forms of early retirement). In Sweden,
PR is an option available within a new
pensions system introduced in 1999:
starting from the age of 61 and up to
the statutory retirement age, workers
may opt either to retire fully, turn to
part-time work (receiving a partial pen-
sion), or continue to work. 

Take-up of PR
In some countries, PR schemes are used
to only a limited extent. The main rea-
son for this under-utilisation is appar-
ently that when workers are eligible for
both PR and retirement, they tend to
opt for the second possibility. This is
reported from Austria - notably as far
as the partial pension scheme is con-
cerned - France and Belgium. In
Belgium, another important factor is
‘competition’ with the career break
scheme, which is perceived as being
easier to access: at the end of 1998,
only 706 people had opted for early
retirement on half-time hours, while
more than 24,000 workers over the age
of 50 years were on a career break . 

A similar case is France, where the pro-
gressive early retirement scheme gained
momentum between 1993 and 1995.
However, the number of people choos-
ing it has steadily decreased since. In
2000, some 11,500 workers opted for
progressive early retirement. Since there
are no strong financial incentives for
preferring partial retirement to full early
retirement, many workers may decide
to leave their job rather than moving to
part-time work. As for as the gradual
retirement scheme, which extends the
worker’s activity beyond the statutory
retirement age of 60, in 1998 only 260
people opted for it. However, some
French firms have become regular users
of progressive early retirement and
utilise it as an effective tool to manage
the age composition of the workforce,
as well as to meet  demands from

employees and trade unions. In Spain,
hand-over contracts (which require
compensatory recruitment) have since
1990 led to less than 0.05% of all
recruitment.

A further element to be taken into con-
sideration is the effect of PR on future
pension entitlements when the worker
retires fully. For example, in Sweden
specific provisions on a partial pension
scheme were repealed by a 1998 pen-
sion reform and no new applications
have been allowed since 2000. Now,
within the new pensions system, it is
still possible for employees aged at least
61 to ask their employer for reduced
working time. If this is agreed, the
workers concerned may combine part-
time work with a partial pension.
However, the amount of their final pen-
sion will be reduced, since the lower
earnings during the period of PR will be
included in the calculation. Therefore,
the income-based calculation method
for pensions may discourage both early
and PR. In 2000, there were 13,000
partial pensioners in Sweden under the
old system.

In other countries, the experience has
been more successful. In Germany,
since PR was introduced in 1996, the
number of applications has increased
sharply from fewer than 10,000 in the
first two years to nearly 40,000 in
2000. Research shows that the take-up
of PR is strongly linked to establishment
size. For instance, in the private sector,
PR is utilised in 9% of establishments
with under 50 employees and in 85%
of plants with over 1,000 employees.
As PR is significantly linked to work-
force reductions, some researchers sug-
gest that it might be used to accommo-
date for redundancies rather than being
a tool of active human resource man-
agement.

In Finland, an experimental reduction in
1998 of the access age for PR from 58
to 56 has led to a substantial increase
in the number of part-time pensioners,
while in Norway, PR has become
increasingly popular in the state sector
and notably in the educational system.

Position of governments and
social partners

Governments generally favour the intro-
duction of forms of flexible retirement
and, among other measures, of PR
schemes. The main reasons are that:

• at least since the early 1990s, and to
an increasing degree, the issue of pen-
sion system sustainability has figured
prominently on the reform agenda of
European governments; and

• more recently, the problem of low
activity rates among older people has
emerged, as well as some worries
about possible future labour shortages,
partly already evident - as in the case of
the information and communications
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technology sector throughout Europe,
or police officers, school teachers and
nurses in the UK. 

If older employees remain longer at
work, this could help redress the bal-
ance of national pension system budg-
ets (more contributions will accrue to
the funds and fewer pensions will be
paid out) and fill the labour supply gap.
In recent times, the emphasis has shift-
ed somewhat towards the support of
the employability of older people, also
in connection with EU initiatives to
address the ageing workforce issue.

The position of the Dutch government
on flexible retirement is interesting. It
maintains that there is a need for a
structural rise in the activity rates of
older employees and for the reduction
of early retirement costs, and it is trying
to provide the social partners with vari-
ous tools to reach such a goal (such as
tax relief linked to training for older
workers). However, the emerging policy
option seems to be to support full
employment until the statutory retire-
ment age, rather than a gradual move
into retirement. The government seems
to be worried that a general regulation
of PR, perhaps providing incentives,
might lead to an increase in demand,
thereby involving the same negative
effects as the previous early retirement
schemes (which are generally being
replaced by more flexible pre-pension
arrangements).

Among the countries where PR
arrangements are not present, the Irish
government has recently raised the
issue of flexible retirement. Increasing
concerns about labour shortages have
led the government to move away from
its past encouragement of early retire-
ment, which was seen as a source of
employment creation. The government
has suggested that continued working
by older people should be promoted by
introducing incentives and proper train-
ing schemes.

In Italy, law 196 of 1997 envisaged the
introduction of incentives for support-
ing a move to part-time work by
employees within three years of retire-
ment, provided that young unemployed
people were recruited to cover the
working hours freed up. A similar provi-
sion was included in a 1999 law which
empowers the government to reform
the system of job-creation incentives
and ‘social shock-absorbers’ to ease the
effects of redundancies. However, nei-
ther of these two measures has been
implemented so far.

Denmark and the UK provide interest-
ing examples of governmental cam-
paigns designed to induce the social
partners, and notably employers, to
consider the benefits of a proactive pol-
icy which would help keep older work-
ers in employment as long as possible.
In Denmark, the government has start-
ed a series of initiatives to support
activity rates and prevent social exclu-
sion among older cohorts. These initia-
tives aim at fostering the diffusion of
‘senior policies’, by stressing the poten-
tial role of older workers in the trans-
mission of skills to younger employees.
In the UK, besides the concerns about
social exclusion and the impact on the
financial equilibrium of pension
schemes, the government has stressed
the possible negative effects on GDP
growth of the low activity rates among
older people. The British government
has identified ‘downshifting’ (ie work-
ing less) as a proper policy to reduce
the workload and effort of older work-
ers, as they approach retirement, so
that they may remain within the work-
force. Moreover, in February 2000, the
Department of Education and
Employment launched a national media
campaign to highlight the benefits of
an ‘age diverse workforce’ and to pro-
mote the adoption of a code of prac-
tice on age diversity in employment.

Trade unions support measures that can
help retain workers in employment,
including flexible retirement arrange-
ments, but usually stress that the choice
not to retire or to retire partially must
be a wholly voluntary one. They thus
promote and welcome any initiatives
that aim to prevent age discrimination
at the workplace and, at the same
time, are against the introduction of
constraints regarding access to early
retirement. They believe that the right
to early retirement has often been
acquired by workers thanks to long
service. In some cases, as for the
German metalworkers’ union IG Metall,
the unions believe that early retirement
may represent a significant opportunity
for younger workers to find a job. 

However, the potential drawbacks of
early retirement are also recognised. For
instance, the Danish Confederation of
Trade Unions (LO) considers that early
retirement may have negative conse-
quences because of the loss of social
networks and contacts for the workers
involved, the erosion of know-how and
experience at the workplace, and the
growth of the non-productive part of

the population. Also in Portugal, unions
have started to consider early retire-
ment critically, since it seemingly
favours the spread of precarious jobs
(the young new recruits have often
fixed-term contracts) and it involves
high costs for the citizens at large, who
bear the burden of company restructur-
ing, instead of the employers.

Employers are usually in favour of more
flexible retirement arrangements and of
the prolongation of active life. They
share the goals of making the pension
system less expensive and more sustain-
able, as well as of supporting the
employment and employability of older
workers. They believe that labour short-
ages can be very harmful to the econo-
my since they may lead, among other
consequences, to wage increases that
might negatively affect the competitive-
ness of European firms. In UK, the
Employers’ Forum on Age strongly
advocates the introduction of flexible
retirement as a means to deal effective-
ly with employees’ withdrawal from the
workplace. In its opinion, this would
allow for talented people to be retained
and for capacity and skills within organ-
isations to be better managed, avoiding
the sudden loss of workers’ knowledge,
contacts and experience when they
retire and restoring a better balance
between home and work for older
workers.

In general, employers support the intro-
duction of measures that make it more
attractive for older workers to remain in
the workforce, for instance through tax
relief or other economic incentives, and
stress the importance of training, in
order to keep workers’ skills updated.
From the employers’ point of view, PR
and part-time work for older employees
may be important instruments to sus-
tain the activity rates of people who
might already have the possibility to
retire. However, employers’ associations
sometimes emphasise the need not to
introduce further constraints over firms’
policies as regards the employment of
workers of a certain age and the defini-
tion of schemes for older workers. For
example, in Austria, the Chamber of
the Economy (WKÖ) is against restric-
tions, on grounds of their age, on the
possibility of dismissing workers and it
opposed obligatory compensatory
recruitment for employees taking PR,
until this requirement was eventually
repealed.
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Commentary
PR arrangements, to date, appear to be closely linked to early retirement. In many cases, they were devised to reduce or off-
set the negative effects of anticipated retirement - ie high financial costs and a fall in activity rates of older workers.
Governments were often the first to realise the drawbacks of early retirement, mainly because of its excessive burden on the
state budget, and they are usually the actors most in favour of a flexibilisation of retirement schemes. However, as the social
costs of early retirement have become more apparent - in terms of the social exclusion of older workers, loss of know-how
and experience for firms, and tightening of the labour market (especially for certain occupations and skills) - and as the
financial costs put increasing constraints on state budgets, the social partners have become more and more concerned with
managing the transition from work to retirement. 

In recent years, the emphasis put by the EU on policies devised to sustain the employability and the retention of older work-
ers has given a major impetus to the revision of measures regarding flexible retirement, with a view to supporting effectively
the activity rates of older workers. In this sense, the provisions included in the EU Employment Guidelines which coordinate
Member States’ National Action Plans for employment, and the EU policies to address the issues raised by an ageing work-
force, have probably strongly supported a change in the prevailing attitudes of governments and social partners to flexible
and progressive retirement. Yet, the shift from the focus on ‘reducing the harm’ of too early retirement to the full recogni-
tion of the value of the employment of older workers seems to be uncompleted.

The attitudes of employees, trade unions and employers are crucial for the completion of this transformation. In the past,
older workers often accounted for the largest share of redundancies in cases of restructuring. The use of early retirement
arrangements made this choice relatively acceptable. Employers were able to reduce the part of the workforce which was
on average the most expensive (because of seniority) and often regarded as difficult to adapt and endowed with outdated
skills. The employees in many cases welcomed early retirement as a well-deserved reward for long service. The unions, by
these means, could reduce actual dismissals and maintain consensus even during far-reaching reorganisation processes.
Now, the debate on flexible and progressive retirement challenges in many respects this sort of ‘balanced solution’, while
the actors may still hold some of the positions that led to a widespread use of early retirement.

First, employees are not at all ready to abandon the option to retire early, if this is available. In fact, it is stressed from a
number of countries how keen workers are on taking on both PR and early retirement, preferring the latter when they can
choose it (not least because they may perceive workloads and work intensity as excessive). Yet, it is widely suggested that
workers are quite ‘rational’ in their choices in this domain and are very sensitive to the economic attractiveness of the differ-
ent schemes in terms of the effects on present income and future pension entitlements. Therefore, the creation of a suitable
incentive structure to support flexible and progressive retirement, compared with early or full retirement, seems to be cru-
cial.

Second, any changes in retirement schemes and pension systems call into question the action of trade unions. Even if they
share the concerns about the ageing workforce, they cannot ignore the persistent employees’ demand for retirement
opportunities as early as possible. This explains the difficulty of negotiations on pension system reforms and the unions’
strong support for both active labour market policies for older workers and the confirmation of early retirement arrange-
ments, though in some ways revised and restricted. In the unions’ opinion, the choices concerning access to, or postpone-
ment of, retirement must be and remain fully voluntary.

Finally, the employers’ associations appear to be particularly worried about labour and skill shortages, as well as the costs of
general pension systems. Therefore, they are in favour of measures and incentives that can sustain the activity rates of older
workers and their access to training. However, individual employers seem to prefer to keep a broad room for manoeuvre in
the field of older workers policies, in order to be able to retain ‘core’ and qualified workers and, at the same time, avoid
further constraints on their possible reorganisation choices, based on age. This brings us to the crucial importance for our
wider topic - the transition from work to retirement - of firms’ policies on older workers, which has been recognised by
important governmental campaigns explicitly aimed at changing the attitudes of employers toward the employment of older
workers. For example, the regular use of early PR by some French companies suggests the possibility of an effective integra-
tion of partial retirement into firms’ policies.

A clear example of how difficult it is to break the interests behind the ‘early retirement solution’ is given by the German
‘block model’ of PR. In this case, collective bargaining over PR has contradicted the legislator’s original intention to limit the
use of early retirement, by providing a ‘functional equivalent’ to full early retirement through the total leave granted to the
‘partial’ pensioner in the second half of their period of partial retirement. This innovation has probably largely limited the
expected positive effects of PR on the actual presence in employment of older cohorts (though workers in PR may be offi-
cially counted as part of the active population), on the social exclusion of older people, and on skill levels and know-how
transfer within firms.

In conclusion, it is possible to say that the importance and diffusion of PR arrangements are probably bound to increase in
the future. However, if PR is to become a fully proactive measure to support the employment of older workers, instead of a
passive initiative to keep under control pension expenses, a number of changes will be required. First and foremost, the
completion of the changes in the attitudes of all the parties involved (workers, unions, employers and governments) will be
crucial, so that they will be ready to share the costs of finding new solutions, in terms of financial contributions and restric-
tions on the range of available choices (such as the amount of old-age pensions, the rules of early retirement or the com-
mitment to older workers policies). In the end, PR may well be an element of a new approach to ‘lifetime organisation’,
with a different balance between work, learning, family and leisure time, but this would require broader transformations in
pension systems, training and educational systems and work organisation at the workplace. (Roberto Pedersini, Fondazione
Regionale Pietro Seveso)


