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Supplement Low-wage workers and the 'working poor' Insert

Low pay continues to be a feature of employment through-
out Europe, with around one in seven employees in the EU
estimated to have a low wage - though definitions vary con-
siderably. Furthermore, there has been increasing attention in
recent years to the phenomenon of the ‘working poor’ - ie
those who are in employment but remain below a defined
poverty threshold. The comparative supplement in this issue
of EIRObserver looks at at the extent of low-paid employment
and working poverty across the EU and Norway, highlighting
the different definitions used, and examines the factors that
lead to low pay. It places the issue in its industrial relations
context, considering the role of minimum pay systems, set by
law or collective agreement, and of trade union bargaining
strength in influencing the extent of low pay, and outlines the
views and actions of the social partners and governments. 

With increasing use of e-mail and the internet at work, the
issue of employees’ and employers’ ‘on-line’ rights and duties
is very topical at present. In October 2002, the European
Commission launched a second round of consultations with
the EU-level social partners on possible Community action on
the protection of the privacy of workers’ personal data, which
would cover on-line privacy. This issue of EIRObserver high-
lights two recent initiatives in this area - a Belgian national
collective agreement on the protection of employees’ on-line
privacy, and a code of practice on on-line rights at work
issued by Union Network International, the global trade union
federation.

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 2002. 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), candidate countries and at European level. The
address of the EIROnline website is: 

http://www.eiro.eurofound.eu.int/

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. 

Mark Carley, Editore
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Union Network International is cam-
paigning over the protection of work-
ers’ ‘on-line rights’ at work, relating
to the use of e-mail and the internet,
and has recently issued a code of
practice on the issue.

Union Network International (UNI),
which brings together white-collar and
private service trade unions worldwide
(including IT sector unions), has been
active in the area of employees’ ‘on-line
rights’ for some years. It launched an
‘On-line rights for on-line workers’
campaign in March 1998, at a time
when e-mail and internet usage were
spreading rapidly in businesses. The
campaign stresses that trade unions,
their representatives and employees
need access to electronic means of
communication.

Since 1998, UNI has continued its work
in this area, by means such as the pub-
lication of a model ‘electronic facilities
agreement’ for use by companies and
trade unions - which is said to have
been the basis for agreements in coun-
tries such as Austria, the Netherlands
and the UK. UNI states that its activities
in this field have attracted the attention
of bodies such as the OECD and the
European Commission. In November
2000, UNI hosted a conference on the
legal and practical issues raised by the
use of electronic media at work. 

UNI warned in October 2002 that elec-
tronic communications are a ‘time
bomb’ for industrial relations, as
employees can easily fall foul of written
and unwritten rules governing the use
of the internet and e-mail at work. UNI
points to the results of a UK survey,
published in September 2002, which
found that, in responding companies,
disciplinary cases for e-mail and internet
abuse over the past year exceeded
those for dishonesty, violence and
health and safety breaches put togeth-
er. 

Gerhard Rohde of UNI stated: ‘In too
many companies there are no fair rules
and in many others the rules are just
not known. We want employers to sit
down with their workers and their
unions to agree fair rules which give
on-line rights to on-line workers - but
protect employers against abuses. Used
appropriately, the exploitation of elec-
tronic facilities like e-mail and the inter-
net improve work efficiency and facili-
tate new ways of working.’ 

UNI code of practice
UNI has produced a code of practice
concerning on-line rights at work,
based on contributions made at its
November 2000 conference, and on
the experience of existing electronic
facilities agreements. The initiative is
particularly topical given that the
European Commission launched in
October 2002 a second round of con-
sultations with the EU-level social part-

ners on possible Community action on
the protection of workers’ privacy.

UNI notes that although electronic facil-
ities have a great number of benefits in
terms of enhancing work, their use rais-
es legal, ethical and managerial issues
for both companies and employee rep-
resentatives. For trade unions, there are
implications for individual privacy in
terms of communications, while they
are concerned that commercial web
browser software is being designed
with filters that block employees’ access
to trade union websites. For employers,
there is a fear that employees may take
personal advantage of e-mail and inter-
net facilities, to the detriment of their
work. Further, employers worry that
they may be held legally responsible for
the content of private e-mails.

UNI states, therefore, that its code of
practice is designed to address these
issues and ‘establish an internationally
recognised yardstick of what constitutes
good practice’.

Trade union communication
The code states that works councils
and/or trade unions and their represen-
tatives should have the right to access
and use enterprise electronic facilities
for works council/trade union purposes,
both internally and externally. This
includes the right to send relevant
information to all employees.
Employees should have the right to use
enterprise electronic facilities to com-
municate with their unions and/or
works council and their representatives.

UNI states that this part of the code
extends to electronic means of commu-
nication the provisions on workers’ rep-
resentatives’ facilities contained in ILO
Convention No. 135 and
Recommendation No. 143. It notes that
the nature of communication has
changed, with employee representatives
in different branches of a multinational
company now needing to cooperate
and coordinate work across borders.
Moreover, an increasing number of
employees now work from home, from
remote telecentres or on the move.

Non-business communication
The code states that employees should
be permitted to use enterprise electron-
ic facilities for non-business purposes,
both internally and externally, provided
that this is not detrimental to their
work responsibilities.

Monitoring and surveillance of
communication
The code states that employers should
be obliged to undertake not to subject
employees’ use of the enterprise’s elec-
tronic facilities to clandestine surveil-
lance and monitoring. Communication
should be subject to surveillance and
monitoring only if:

• this is permitted by collective agree-
ment;

• the employer is legally obliged to do
so; or
• the employer has reasonable reason
to believe that an employee has com-
mitted a criminal offence or serious dis-
ciplinary offence.

Access to surveillance and monitoring
records relating to individual employees
should take place only in the presence
of a union representative or a represen-
tative selected by the employee.

UNI states that these provisions take
into account: a 1996 ILO code of prac-
tice on the protection of workers’ per-
sonal data; a 1989 Council of Europe
recommendation on the protection of
personal data used for employment
purposes; the European Convention for
the Protection of Human Rights and
Fundamental Freedoms; and a number
of recent European Court of Human
Rights judgments which suggest that
telecommunications, either by tele-
phone or the internet, should be pro-
tected by a right to privacy. UNI notes
that the 1995 EU Directive (95/46/EC)
on data protection also has relevance,
in that electronic monitoring in the
workplace can be treated as a form of
collecting or processing personal data.

Conditions for use of electronic
facilities
The code lists a number of conditions
to which employees’ right to use enter-
prises’ electronic facilities should be
subject:

• communication must be lawful and
not include defamatory or libellous
statements;
• enterprises’ electronic facilities shall
not be used as a means of sexually
harassing other members of staff or
spreading offensive comments based
on an individual’s gender, age, sexuality,
race, disability or appearance, or know-
ingly to visit websites promoting
pornography, racism or intolerance; and
• the employer can require a disclaimer
when employees communicate internal-
ly and externally, making clear that the
views expressed are those of the author
alone and not those of the enterprise.

UNI hopes that this code will clarify the
issues surrounding electronic communi-
cation at the workplace. Mr Rohde
stresses that: ‘the key is getting agreed
rules between employers and workers
and their unions - and for those rules to
be clearly spelled out and fairly imple-
mented.’ 

Commentary
Electronic communications - primarily
use of e-mail and the internet - at work
is an area which has grown massively
over the past decade. As a conse-
quence, both employers and employees
are having to deal with the implications
of this as regards privacy, monitoring
and legal liability. The UNI code of prac-
tice may provide useful guidance to
both employers and employees and
their representatives in terms of how to
approach the issue to the satisfaction of
all. (Andrea Broughton, IRS)

EU0210205F
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Social partner representatives on
Belgium’s National Labour Council
have signed a national collective
agreement on the protection of
employees’ private lives with respect
to electronic on-line communications. 

On 26 April 2002, the National Labour
Council (CNT/NAR) signed national col-
lective agreement No. 81 on the pro-
tection of the private lives of employees
with respect to controls on electronic
on-line communications data.

Background
The use of electronic on-line communi-
cations in companies has increased sub-
stantially. Increasing numbers of
employees have access to this form of
communications in their jobs, mainly
through e-mail and the internet. 

With increasing use of electronic com-
munications, the number of controls
available to employers has also grown.
These control mechanisms are often
inherent to the management of the
information system itself, and are used,
for example, to ensure the good opera-
tion of the network by preventing over-
loads and virus problems. Employers
can thus exercise control over the elec-
tronic data that employees send or
receive over the company network.
When these controls relate to personal
data, they must be compatible with the
basic standards that safeguard individu-
als’ right to have their private life
respected. 

The purpose of the new CNT/NAR
agreement is to strike a balance
between protecting the private life of
the employee, and legitimate control by
the employer. The desire is to safeguard
the basic right of employees to have
their private life respected in the work
environment, by determining the pur-
poses and conditions for controlling on-
line communications data, with compa-
nies’ needs for sound operation taken
into account.

Analysis of existing laws  
The social partners on the CNT/NAR
first examined the extent to which basic
standards needed to be clarified so that
they could be effectively applied in
companies. They analysed the relevant
existing legal provisions, notably:

• the European Convention for the
Protection of Human Rights and
Fundamental Freedoms, which states
that ‘everyone has the right to respect
for his private and family life, his home
and his correspondence’;

• the Belgian Constitution:, which
states that ‘everyone has the right to

have his private and family life respect-
ed, except in the cases and under the
conditions stipulated by law’;

• the Act of 8 December 1992 on the
protection of private life. This covers
access to the computerised processing
of personal data under certain condi-
tions, including observance of the prin-
ciples relating to providing information,
the objective, transparency, and the
proportionality of actions taken; and

• the Act of 21 March 1991, which
states that ‘except with the consent of
all other persons directly or indirectly
concerned by the information, identifi-
cation or data given hereinafter, a per-
son may not, himself or via a third
party, examine, with fraudulent intent,
the existence or content of characters,
signs, documents, images, sounds or
data of any nature transferred by
telecommunications originating from
and intended for other persons’, or
‘examine, with intent, telecommunica-
tions data relating to another person.’

The CNT/NAR considered how value
could be added to these existing laws,
with regard to daily reality at the work-
place. National agreement No. 81
adapts the basic standards in this area
in order to safeguard their effective
application in the work environment.
However, the agreement does not
relate to the rules for accessing and/or
using electronic on-line communications
equipment in the company, as these
rules are the employer’s prerogative.
The agreement thus leaves intact any
relevant company rules and practices on
information and consultation. The main
provisions of the agreement are as fol-
lows.

Area of application  
The agreement covers all on-line tech-
nologies such as the internet, e-mail
and WAP, but has been drafted suffi-
ciently widely alsoto cover future devel-
opments. The employer can exercise
control over electronic on-line commu-
nications data, but only within the
framework of the following objectives:

• prevention of illegal or defamatory
acts, acts that are contrary to good
ethics or which can damage the dignity
of another person;

• protection of the economic, commer-
cial and financial interests of the com-
pany; 

• security and good operation of the
company’s IT network systems; and

• faithful observance of the principles
and rules applicable in the company for
the use of on-line technologies. 

The employer must clearly and expressly
define the objectives of the control

exercised. Moreover, the content of
data may be controlled only if the
employee and other parties concerned
(eg the recipient of the message) have
consented to it. 

Duty of information  
When setting up any control system,
the employer must inform both the
works council and the individual
employee of all aspects of this control. 

Principles of control  
In principle, the control of data may not
impinge on the private life of the
employee. If the control does so, then
this aspect must be kept to a minimum.
Only data that are necessary for the
control may be collected or processed -
ie data that affect the private life of the
employee as little possible, in view of
the legitimate purpose of the control. In
practice, this control covers:

• with regard to internet site controls,
the collection of data on the duration
of the connection per workstation, but
not individual data on the sites visited;
and

• with regard to the use of e-mail, the
collection of data on the number of
messages sent per workstation and
their volume, but not identification of
the employee who sent them. 

Individualisation  
‘Individualisation’ of electronic on-line
communications data, as referred to in
the agreement, means an action whose
purpose is to process such data collect-
ed during controls by the employer, in
order to attribute them to an identified
or identifiable person. In principle, the
employer will first perform a general
control without being able to deter-
mine what wrongdoing can be attrib-
uted to what employee. Only in the
second instance can the employee
responsible be sought. 

Commentary  
As early as June 2000, the Belgian
General Federation of Labour
(FGTB/ABVV) requested the CNT/NAR to
develop an instrument that would
appropriately reconcile the protection of
private life at work with the right of
control by the employer. The signature
of this Belgian agreement is a first in
Europe. No other country in the EU has
set up such extensive regulations on
electronic communications and privacy.
Nevertheless, the exercise has not been
entirely flawless. For example, the firm
of lawyers Bogaert & Vanmeulebroeke
has said that the agreement had certain
flaws. In particular, the control criteria
and who can perform the control are
still debatable. (Jürgen Oste, TESA/VUB)

BE0209302F (Related records: BE0208302F)
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The French government presented a
bill on ‘wages, working time and job
creation’ in September 2002. The
proposed new law would lay down a
structure for the harmonisation of
the various levels of the SMIC mini-
mum wage by July 2005, introduce
flexibility into the 35-hour week by
increasing the annual overtime
quota, and overhaul the system of
reductions in employers’ social securi-
ty contributions.

François Fillon, the Minister for Social
Affairs, Labour and Solidarity in the
new conservative government, held a
series of meeting with representatives
of the social partners over late August
and early September 2002. By holding
these numerous meetings, the Minister
hoped to get a more precise idea of the
stances of the various organisations on
the issues at the top of the govern-
ment’s agenda at the end of the holi-
day period - such as the harmonisation
of the various levels of the SMIC
national minimum wage, the introduc-
tion of flexibility in the statutory 35-
hour working week (EIRObserver 6/99
p.9), the reduction of employers’ social
security contributions, wage claims and
amendments to the previous govern-
ment’s ‘social modernisation’ law.

Finally, the Minister called a meeting of
the tripartite National Collective
Bargaining Commission on 6
September 2002, in order to present a
bill on various employment-related mat-
ters to its members. He then submitted
the bill to the cabinet on 18 September.

The new bill  
The bill on ‘wages, working time and
job creation’ is aimed at: introducing
flexibility into the legislation on the 35-
hour week; harmonising the various
levels of the SMIC and of the ‘guaran-
teed monthly wage’ (GMR) created in
recent years as a result of the applica-
tion of the 35-hour week legislation;
and implementing a new system of
reducing employers’ social security con-
tributions.

SMIC
There will be no more GMR rates set,
ending an annual practice - the last one
will be that set in July 2002. The GMR
was established to guarantee that peo-
ple paid at the SMIC rate, whose
employers had switched to the 35-hour
week, would receive pay equivalent to
that received by those who were still
working a 39-hour week (ie to prevent
the wages of these workers falling on a

pro rata basis as statutory weekly hours
were cut, by having their weekly pay
fall from 39 times the hourly SMIC rate
to 35 times this amount). A number of
different GMR rates have arisen,
depending on when workers switched
to the 35-hour week. 

The various other existing GMR rates
will now be the subject of differential
annual rises so that they converge, on 1
July 2005, with the GMR rate set in July
2002 (plus index-linked increases in this
rate over the 2002-5 period). The
hourly SMIC rate will also be increased
annually so that on 1 July 2005 it will
provide a monthly income equivalent to
the harmonised monthly SMIC, which
will result in the hourly rate of SMIC
being raised by an estimated 11.4% by
2005.

Social security contribution reduc-
tions
As for the reduction of employers’
social security contributions, the gov-
ernment is proposing to amalgamate
the various existing schemes into a sin-
gle provision. This means a single
reduction in employers’ contributions
(for social security, work-related acci-
dents and family allowances) applicable
to workers on the lowest wages. This
reduction, to be implemented on 1 July
2003, will apply on a sliding scale to all
wages between the SMIC level and 1.7
times the SMIC (ie the reductions will
be highest for the lowest pay rate and
fall progressively as wages rise). The
cost to the public purse of this measure
will be EUR 6 billion by 2006.

For the government, this measure’s
objectives are to: stimulate employment
by lowering labour costs for the lowest-
skilled employees; enable companies
successfully to negotiate the end of the
multiple-SMIC era; and help SMEs and
crafts firms to adjust to the 35-hour
week.

35-hour week
The statutory 35-hour week will official-
ly be maintained. However, new flexibil-
ity will be introduced in the overtime
scheme.

The annual overtime quota, determin-
ing the maximum threshold above
which every extra hour worked grants
entitlement to time off in lieu, will in
future be set by sectoral collective bar-
gaining. In the meantime, in those sec-
tors not covered by an agreement in
this area, a government decree will set
the principle of a single annual over-
time quota of 180 hours per worker,
regardless of the size of company (this

quota currently stands at 130 hours for
firms with over 20 employees and 180
for those with 20 or fewer workers).

Pay premia for overtime working are
also to be referred to sector-level collec-
tive bargaining, with a minimum of
10% over the normal rate. If there is no
agreement, the statutory rates will con-
tinue to apply. 

The new government’s declared objec-
tive in introducing flexibility into the 35-
hour week is to ‘return work to centre
stage’, as it is considered as a ‘pillar of
society’ and a measure of progress, and
also ‘to encourage a process of, let us
not be afraid to say it, political and cul-
tural rebalancing, between legislation
and regulation on one side, and collec-
tively agreed norms’ (in the words of
François Fillon to the National Collective
Bargaining Commission on 6
September 2002).

Initial responses  
Initial responses to the bill from unions
and employers’ associations have been
varied and will probably continue to be
so throughout the debates on the pro-
posals in parliament, due to start in
October 2002. 

MEDEF, the main employers’ organisa-
tion, has announced reservations about
the way in which the harmonisation of
the levels of the SMIC will be carried
out, and its president, Ernest-Antoine
Seillière, has stated that he is concerned
by the direction taken by the govern-
ment on the question of working time.
However, the reduction in employers’
social security contributions is seen in a
positive light. For crafts employers, UPA
appears satisfied with the government’s
proposals on the SMIC, working time
and the reduction in employers’ contri-
butions - its president, Robert Buguet,
especially welcomes the plan to leave it
to sectoral negotiations to decide the
details of the necessary flexibility to be
introduced into working time. CGPME
welcomed the government’s willingness
to help SMEs, but expressed regret over
the choice of using a regulatory instru-
ment (a decree) to set the overtime
quota and feared that the burden of
harmonising the SMIC would be borne
by business. 

On the trade union side, CGT has been
highly critical of the government’s bill,
seeing it as imbued primarily with the
‘bosses’ philosophy’, and has stated its
readiness to mobilise its members in
opposition. CFTC has already emerged
as a stern critic of the bill, feeling that
the public money involved is going dis-
proportionately to business, and has
suggested that the reductions in social
security contributions should also apply
to employees. CGT-FO wants the
debate on wages to be reopened, par-
ticularly in relation to the issue of the
minima set by sectoral agreements. It
has stated its willingness to mobilise
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around this issue if the government is
not more proactive on it. 

CFE-CGC has greeted the approach to
dealing with the harmonisation of the
various SMIC rates. In relation to work-
ing time, it agrees in principle that dis-
cussions about particular measures con-
nected to the introduction of flexibility
into the 35-hour week should take
place at sector level, but disagrees
strongly with the draft decree raising
the annual overtime quota to 180
hours and is apprehensive about pro-
posed amendments to the working
time reduction scheme for managerial
staff whose working time is counted in
days rather than hours. Similarly, CFDT

approves of the methods to be used for
harmonising the various levels of SMIC,
but is anxious about the reduction of
working time being counteracted by an
increase in the annual overtime quota
and the possible lowering of the rate at
which overtime is paid.

Commentary  
The government’s bill on wages, work-
ing time and job creation introduces a
miscellany of provisions, which pleases
some and annoys others, while defer-
ring much of its implementation to sec-
toral collective bargaining. In following
this path, the government is attempting
to take at their word the trade unions

and employers’ associations that
expressed regret about, or even criti-
cised, the weakness of social dialogue
and collective bargaining under the pre-
vious administration. At the same time
it risks – albeit still marginally – fuelling
the discontent and ‘bad mood’ of these
organisations, which may be tempted
into raising the stakes strategically as
important elections - the December
2002 elections of representatives on
industrial tribunals - approach. (Maurice
Braud, IRES)

FR0210106FFR0209105F (Related records: FR0208103F,
FR0208102F, FR0001137F, FR0201102F, FR0207105F)
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At the September 2002 meeting of the
National Collective Bargaining
Commission at which the Minister for
Labour presented the new bill on
wages, working time and job creation,
which includes provisions increasing
the annual overtime quota in order to
introduce greater flexibility into the
statutory 35-hour week (see main text),
the Minister presented the govern-
ment’s draft evaluation of the negotiat-
ed reduction of working time over
recent years. It studies the effects of
the transition to the 35-hour week ini-
tiated by the first ‘Aubry’ law in 1998.
The main findings include the follow-
ing:

• by the end of 2001, five years after
the first statutory moves to encourage
negotiated working time reduction
(launched by the 1996 ‘Robien’ law),
53% of private sector employees (8.6
million) worked in companies that had
moved to the 35-hour week. The fig-
ure was much higher in large firms
than in small ones. Average weekly
working time for full-time staff in busi-
nesses with 10 or more employees had
decreased by 2.9 hours (7.5%)
between 1996 and the end of 2001,
and stood at 36 hours;

• from 1996 to the end of 2001, some
300,000 new jobs were attributable to
the reduction of working time and the
accompanying lowered social security

contributions for employers. The part
played by the reduction of working
time in the overall rise in employment
over this period stood at around 18%;

• the transition to the 35-hour week
has mainly revolved around bargaining,
principally at company level, where
over 35,000 agreements have been
reached annually since 1998. However,
sectoral bargaining has also played a
part, especially since 2000, when small
businesses were allowed to reduce
their working time by ‘direct access’ -
ie through application of a sector-level
agreement. Before 2000, the favoured
means of access to the 35-hour week
was a company-level agreement. After
2000, in more than six out of 10 cases,
the 35-hour week arose from direct
application of a sectoral agreement
(without negotiation taking place with-
in the firm in question), a trend which
accelerated rapidly in 2001 (to three
cases out of four) due to the massive
increase in small businesses reducing
working time;

• half of the workplaces that have
switched to the 35-hour week have
opted for the working time reduction
to be implemented in the form of extra
annual holiday entitlement. In small
businesses, the preferred method is
half a day off per week, or one day
every two weeks;

• various forms of working time ‘mod-
ulation’ - ie variation around an aver-

age - have often accompanied the
transition to the 35-hour week. Some
35% of employees have seen their
working time reduced through the
introduction of an annual schedule,
with the hours worked varying
between busy and slack periods;

• the reduction of working time has
not resulted in a drop in pay, although
there has been a wage freeze in one
out of three cases;

• surveys of employees affected by the
reduction of working time indicate that
60% feel the change has led to an
overall improvement in their working
and home lives, while only 15% say
the opposite. However, this positive
overall judgment conceals differences
depending on workers’ qualifications
and gender. Female managerial staff
are the most satisfied group, while
unskilled female workers are the least
content; and

• looking only at working conditions,
employees’ response is more qualified.
Senior and middle managers (both
male and female) are most likely to
perceive an improvement in their work-
ing conditions due to the 35-hour
week. The employees who are most
likely to believe that their working con-
ditions have worsened are manual and
unskilled workers. 

FR0210106F
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Portugal’s two main trade union con-
federations have presented their
demands for 2003. They include real
increases in pay and pensions, ‘quali-
ty’ employment, improvements in
social security and measures to com-
bat fraud and tax evasion.

In September 2002, Portugal’s two
main trade union confederations - the
General Confederation of Portuguese
Workers (CGTP) and the General
Workers’ Union (UGT) - announced
their demands for 2003.

The context is one in which the coali-
tion government of the centre-right
Social Democrat Party (PPD/PSD) and
the right-wing People’s Party (CDS/PP) is
seeking to combat the country’s mount-
ing budget deficit, in order to meet the
criteria of the EU Economic and
Monetary Union stability pact, while
economic activity is proving slow to
recover. At the same time, a fierce bat-
tle is under way over the government’s
recent proposal for a new Labour Code,
which would replace most current
labour legislation by bringing existing
provisions together in a single text,
while amending some of them (in areas
including employee representative
structures, collective bargaining proce-
dures and dispute-resolution mecha-
nisms). 

Both union confederations state that
Portugal is not experiencing an eco-
nomic crisis and draw attention to: the
consequences of the government’s
macroeconomic policy choices; the
need for economic activity to recover;
and the fact that low productivity and
labour costs are not the fault of labour
legislation inflexibility alone. The unions
believe that:

• the government’s present efforts to
control the public deficit cannot be the
only priority for economic policy, as cur-
rently appears the case, nor can these
be carried out at the cost of cutbacks in
public social expenditure. Controlling
the deficit should, rather, run parallel to
efforts to develop the national econo-
my;

• the structural weaknesses of the
Portuguese economy should be
addressed, while business reorganisa-
tion is decisive if productivity is to
increase. Adaptability is an essential ele-
ment in motivating and integrating
workers and low pay must not persist.
Productivity has risen faster in Portugal
than in most European countries; and

• special care must be taken to draw
up accurate economic forecasts and
thus prevent workers suffering losses
that cheat them of income when pay
levels are revised (ie where pay rates are
increased in the light of inaccurate
inflation forecasts).

CGTP agenda  
The CGTP document setting out its
demands policy for 2003 stresses the
importance of:

• a national strategy based on a model
of economic development that invests
in the productive sector and in exports -
areas in which competitiveness is based
on innovation and a qualified work-
force, and not on low pay and low-
quality employment;

• strict ethical standards and efforts to
combat fraud and tax evasion; and

• modernising the public administration
and putting a halt to the privatisation
process in public services.

The key demands of CGTP for 2003
include:

• a 5.5% pay increase, with a minimum
monthly increase of EUR 30, and a
national minimum wage of EUR 378
per month;

• ‘quality’ in employment, with atten-
tion given to personal development and
the upgrading of workers’ capacities
and skills, equal opportunity, the aboli-
tion of precarious employment; the
legalisation of the position of immi-
grant workers, and more intensive
inspection, in particular with regard to
workplace accidents;

• a reduction in the working week to
35 hours and an increase in paid annu-
al leave to 25 working days;

• a real attempt to combat fraud and
tax evasion, reinstatement of VAT at
17%, subsidised housing loans and
other tax measures;

• increased family allowances and pen-
sions - which should converge with the
national minimum wage - and revision
of measures relating to disability bene-
fits and the list of recognised occupa-
tional diseases; and

• the promotion of local basic care serv-
ices for citizens, and the definition of
rules to separate the public health sys-
tem from the not-for-profit and private
system.

UGT agenda  
UGT states that over the past year
workers’ incomes have been seriously
harmed by the fact that the inflation
forecasts that provided the basis for pay
and pension increases have been unre-
alistic. UGT considers it necessary, by
means of social dialogue, to negotiate a
‘reference rate’ of inflation and an
incomes policy, with particular attention
to the minimum wage, retirement and
disability pensions and the principal
allowances. UGT proposes for 2003:

• a 5% pay increase - the rate of infla-
tion forecast by the Bank of Portugal is

between 2% and 4% - though this fig-
ure should be adjusted through collec-
tive bargaining to real conditions in
companies and sectors, plus a rise in
the national minimum wage to EUR
370 per month;

• measures to recoup losses in the
value of pensions. For pensions calcu-
lated on the basis of real earnings or
with reference to the national minimum
wage, an increase of 6.3% is proposed;

• combating illegality at the workplace,
by increasing labour inspections and
the sanctions applied in cases of abuse,
addressing the high rate of accidents at
work, promoting a policy of integration
for migrant workers and combating
trafficking in labour;

• guaranteeing workers the right to at
least 20 hours’ training per year in
2003, rising to 35 in 2006;

• guaranteeing that workers aged 16 to
18 and without compulsory schooling
or an initial qualification spend at least
40% of their working time in training;
and

• a taxation policy that does not severe-
ly penalise dependent workers, but
combats fraud and tax evasion.

Future developments  
The governor of the Bank of Portugal
has reiterated two proposals which
were previously made in relation to the
2002 bargaining round, but met with
little response from the union confeder-
ations: aligning pay increases to the rise
in costs in the ‘euro zone’; and the
introduction of two-year pay agree-
ments. In response, the unions state
that government institutions are not
capable of estimating the course of
inflation more than six months in
advance, and that the situation in
Portugal does not develop in the same
way as in Europe as a whole.

The two confederations have been in
regular contact to assess the economic
and political situation and are calling
for the government to review its various
current reforms. Although they state
that no joint action is planned, both
unions have threatened a general
strike, particularly in connection with
the government’s proposals for a
Labour Code. The unions are calling for
the social partners to participate more
intensively in defining policies and
reforms. On various occasions, the gov-
ernment has referred vaguely to the
need to draw up a national stability
pact.

Commentary  
The trade unions’ claims for 2003 seem
to be integrated into a broader array of
debates, especially that on the pro-
posed Labour Code, pushing the
debate on incomes policy into the back-
ground. (Maria Luisa Cristovam, UAL)

PT0209104F (Related records: PT0205101N,
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Collective bargaining is a well devel-
oped and important part of Slovak
industrial relations, with around half
of the workforce covered by
sector/branch level collective agree-
ments. We examine the legal frame-
work and the current situation.

Collective bargaining in Slovakia is usu-
ally conducted at two levels:

• sector or branch level, where ‘higher-
level collective agreements’ are con-
cluded between representatives of
employers’ and trade union organisa-
tions; and 

• enterprise or organisation level, where
collective agreements are concluded
between local trade union organisations
and management. 

Procedures and structures  
The 1991 Act on Collective Bargaining
(No. 2/1991), as amended, provides for
collective bargaining which regulates
individual and collective labour relations
between employer and employee, and
the rights and duties of the parties con-
cerned. Until April 2002, collective bar-
gaining was uniformly governed by the
1991 Act and the Labour Code. This
situation has been changed through
new labour legislation, which includes
special acts on the civil and public serv-
ices. Now, sectoral and
enterprise/organisation level collective
agreements may be concluded in the
private sector and in the public service.
In the civil service, only sectoral agree-
ments are possible. 

Bargaining is initiated by one of the
parties (usually trade unions) submitting
a written proposal to the other party to
conclude a collective agreement. The
contractual parties have a duty to bar-
gain, unless this goes counter to their
legitimate interests. The parties have a
duty to initiate negotiations to conclude
a new collective agreement or to
replace the existing one at least 60 days
before expiry of the current agreement.
A contractual party which receives a
written proposal must respond in writ-
ing (within 30 days) to the other party,
commenting on those parts of the pro-
posal it does not accept. From the pro-
posal’s submission, the partners have at
least 60 days for negotiation before
either party may call in a mediator.

Collective agreements may improve
upon the rights stipulated by the
Labour Code, other laws or govern-
ment decrees, and their provisions can-
not be at a lower level than existing
labour law. The minimum or maximum
standards for conditions of employment
and wages stipulated by relevant sec-
tor/branch-level collective agreements

must be respected in collective agree-
ments at enterprise/organisation level. 

An enterprise/organisation-level agree-
ment can neither reduce the employ-
ees’ rights already agreed at sector/
branch level, nor grant more rights than
granted by the sector/branch agree-
ment if the latter sets maximum figures.
That means that only employment and
wage conditions which are more
favourable to employees than those laid
down in the higher-level collective
agreement may be agreed at enter-
prise/organisation level. Collective
agreements which do not specify their
duration are presumed to last for one
year.

A collective agreement is legally binding
if its provisions do not contradict the
minimum or maximum standards stipu-
lated by law. The validity of
sector/branch agreements is subject to
their registration at the Ministry of
Labour, Social Affairs and Family. The
relevant employers’ association should
submit the agreement to be registered
within 15 days of signature. These
agreements must be deposited with the
Ministry but their legal effect is not
dependent on registration, apart from
non-signatory employers that might be
bound by extension (see below) follow-
ing deposit with the Ministry.

Extension of agreements
On the employers’ side, collective
agreements are binding only upon their
signatories or members of signatory
organisations, though agreements are
binding for employees who are not
members of the signatory trade unions.
Sector/branch agreements (agreed by
multiple employers) may be extended
to non-signatories in the same sector or
branch by an administrative procedure
at the Ministry, on the basis of a
request made by the relevant union or
employers’ association, or at the
Ministry’s suggestion. 

A special committee at the Ministry
decides on the extension of collective
agreements. Its members are appointed
and dismissed by the Minister of
Labour, Social Affairs and Family on a
basis of a proposal by the Federation of
Employers’ Associations of the Slovak
Republic (AZZZ SR) and Confederation
of Trade Unions of the Slovak Republic
(KOZ SR). The signatories must deposit
a copy of the relevant agreement, and
related arbitrators’ decisions for five
years after its expiry. The relevant trade
union must acquaint employees with
the agreement’s contents within 15
days of conclusion. Agreements can be
extended to employers pursuing similar
business activities under similar eco-

nomic and social conditions as the
employers that have concluded the
agreement. Extension aims to prevent a
disadvantageous situation for employ-
ees of employers that are not in an
employers’ association, or to prevent an
advantageous or disadvantageous posi-
tion for employers to which the collec-
tive agreement does not apply.

Sectoral and enterprise-level col-
lective agreements  
Collective bargaining at the
sector/branch level occurs between the
relevant sector/branch trade union
organisations and the appropriate
employers’ association. Given the struc-
tures of the social partners, there is an
overall balance but in some branches/
sectors there may be different numbers
of bargaining parties - eg the influential
Metalworkers’ Union (KOVO) bargains
separately with the employers’ associa-
tions for mechanical engineering, elec-
trical technology, the metalworking
industry, and foundries/forges. 

Sector/branch collective bargaining in
Slovakia is widespread and, according
to estimates, more than 50% of
employees are covered by agreements
concluded at this level. The number of
sector/branch agreements has been
gradually growing during the last
decade - see the table on p. 8. 

After a continuous increase in the num-
ber of branch/sector collective agree-
ments, there has been a slight decrease
in the last three years. The lower num-
ber of new agreements in recent years
arises from the fact that agreements
concluded in earlier years were often
valid for a longer period (two, three or
more years). 

Contents of bargaining
The scope of sectoral/branch collective
agreements scope usually focuses on
the following main topics.

• Cooperation and communication
between the trade union organisation
and the management, including:
employers’ duties to consult, inform
and decide in cooperation with the
union; confidentiality clauses; and
employers’ support for union activities
by providing them with technical facili-
ties etc. 

• Employment and working conditions,
including: employment contracts and
termination of employment; principles
of redundancy policy in collective
redundancies; working time and sched-
ules; and holiday and paid leave.

• Wages and remuneration, including:
the wage system and minimum wage
tariffs; payment for working overtime
and on holidays; extra payments for dif-
ficult and risky working conditions and
night work; and severance payments in
the event of collective redundancies.
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• Occupational safety and health,
including: employers’ duties and coop-
eration with trade unions in safety and
health issues; preventive and corrective
measures to improve working condi-
tions and to reduce risk at work; and
the establishment of trade union safety
and health delegates in companies.

• Human resource development and
other social issues, including: training
and human resources development
activities; and the creation and utilisa-
tion of the Social Fund in enterprises
(the Social Fund is financed - under Act
No. 152/1994 - by a minimum levy of
0.6% of paybill, and is most commonly
used to subsidise the cost of meals for
employees).

• Resolution of conflicts between man-
agement and trade unions, covering
the procedures to be applied in the
event of serious disagreements
between the social partners.

Collective agreements at
enterprise/organisation level cover prac-
tically the same issues. Some reduction
in bargaining scope applies in the civil
service, where only sectoral agreements
are concluded. 

The topics covered by collective bar-
gaining are illustrated by the findings of
a survey conducted by the Research
Institute of Labour, Social Affairs and
Family (RILSAF) in 2000. This analyses
56 sector/branch collective agreements,
concluded for 1999–2003, finding that
wages, other remuneration issues and
rules for managing collective redundan-
cies were the primary issues covered.
Vocational education and training issues
were included in about 40% of agree-
ments. The agreed provisions were
often formulated in a general manner
and sometimes repeated the provisions
of the Labour Code that set out
employers’ duties and employees’
rights.

An important topic in bargaining is
employee participation. Trade unions
have information and consultation
rights on some issues. These rights are
stipulated by the Labour Code and
apply, as a rule, prior to dismissals and
significant organisational changes.
According to the Labour Code, employ-
ers should also:

• decide jointly with the union on utili-
sation of the Social Fund and the intro-
duction of working time schedules;

• consult with the union on terms of
employment, especially those of
women taking care of children and of
young and disabled people, on
improvements in working conditions
and health and safety, and on any other
measures concerning considerable
numbers of employees; and

• inform the union about the enter-
prise’s economic results and its develop-
ment programmes and perspectives.

The trade union participation rights set
out in collective agreements -
sector/branch and enterprise/organisa-
tion - exceed these Labour Code stan-
dards. For example, union representa-
tives may participate in decision-making
on application of rules on women’s
night work, setting the company’s holi-
day dates, and dismissal of union dele-
gates. Unions are very often provided
with information on labour costs and
wage developments, organisational
changes and new and terminated
employment contracts. 

Worker participation is generally
secured for all employees of an organi-
sation, but until recently only the trade
union organisation was entitled to rep-
resent employees’ rights and interests.
This unfavourable situation for employ-
ee participation and social dialogue in
enterprises where no union organisa-
tion is established was changed in
2002. New legislation provides for the
election of works councils in all enter-
prises and organisations where no local
unions are established. Works councils
are legitimate representatives of the
staff in social dialogue with manage-
ment. They have rights to information,
consultation and control, but not to
collective bargaining and joint decision-
making. 

Commentary
A tradition has already been created in
Slovakia as regards collective bargaining
at sector, branch and enterprise level.
Collective bargaining today utilises the
previous experiences of the social part-
ners involved in the social dialogue
process. During the past five years
many effective working contacts have
been developed between Slovak
employers’ and trade union representa-
tives and experts and their partners
abroad, especially in the EU Member
States and in the ILO. These contacts
have significantly contributed to the
development of current bargaining at
different levels. Several EU Phare proj-

ects have also been implemented in
order to develop the social dialogue. 

Quite stable trade union and employ-
ers’ bargaining teams have been estab-
lished at all negotiation levels. Usually,
each party has a team of three-five
members, which can invite its experts
to provide necessary consultations and
advice. The negotiators on both sides
are usually well prepared for negotia-
tions and have developed strategies,
especially when dealing with wage bar-
gaining. 

Usually, the first step in bargaining - ie
submitting proposals for bargaining - is
taken by trade unions. This allows
unions to have a more advantageous
position at the beginning of negotia-
tions. Under the current rules, employ-
ers should respond within a specified
time to the unions and prepare con-
crete statements and positions regard-
ing the topics in question. Employers’
responses are sometimes delayed and in
some cases are very brief and do not
provide concrete arguments. Regardless
of whether this is part of the negotia-
tion strategy or due to other reasons,
this situation interferes with the negoti-
ation process. 

Relations between trade unions and
employers’ representatives are perceived
as fair, but negotiations are hard and it
is often not easy to conclude commonly
accepted collective agreements.
Sometimes, there is a problem with
lengthy negotiating rounds, which slow
the bargaining process. Such situations
may arise out of a lack of authority
among the negotiators to take final
decisions. Sometimes, they could also
be part of the social partners’ negotiat-
ing strategy. 

The most difficult negotiations are
those over pay and pay increases,
where the positions of social partners
are usually most distinct. Although
these negotiations are usually very diffi-
cult, the social partners have so far
reached compromises acceptable to
both sides. After three years of continu-
ous decrease, real wages finally
increased in 2001 and this fact may
confirm the efficiency of wage negotia-
tions. Another indicator of the efficien-
cy of bargaining is a decrease in the
number of disputes related to the col-
lective bargaining process. (Ludovít
Cziria, RILSAF)

SK0210102F (Related records: SK0206101N,
SK0207102F, SK0206102F, SK0208102F)

18 October 2002
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Development of sector/branch collective agreements, 1995-2001

1995 1996 1997 1998 1999 2000 2001

No. of collective agreements 23 51 56 55 23 29 30

No. of supplements to agreements 28 23 31 29 37 43 43

Source: Ministry of Labour, Social Affairs and Family.



There has recently been some
progress in the treatment of equal
opportunities between men and
women and reconciling work and
family life in collective bargaining in
Spain. In particular, new legal regula-
tions on reconciling work and family
life have been implemented and in
some cases improved upon. Though
the collective agreements dealing
with these subjects are still few, they
may reflect a more profound change
in awareness of these issues.

There has been a clear tendency since
the mid-1990s for the content of
Spanish collective bargaining to become
progressively enriched. Successive
labour market reforms, particularly
those of 1994 and 1997, have rein-
forced the autonomy of the social part-
ners and given greater freedom to bar-
gaining. Reports on collective bargain-
ing in 2001 drawn up during the first
half of 2002 by a variety of organisa-
tions - the General Workers’
Confederation (Unión General de
Trabajadores, UGT), the Trade Union
Confederation of Workers’
Commissions (Comisiones Obreras,
CC.OO), the Spanish Confederation of
Employers’ Organisations
(Confederación Española de
Organizaciones Empresariales, CEOE)
and the Economic and Social Council
(Consejo Economico y Social, CES) -
offer different assessments, but all
point out some basic aspects such as
the greater complexity of bargaining on
pay and working time, and the consoli-
dation of bargaining on employment,
recruitment, training, occupational clas-
sification and health and safety at
work. 

These reports also stress the increasing
importance of other issues, though they
are not always given sufficient atten-
tion: these include equal opportunities
for men and women, and reconciling
work and family life. Below, we
describes how these questions were
approached during collective bargaining
in 2001.

Equal opportunities for men and
women
There has been an increase in the num-
ber of clauses in collective agreements
on non-discrimination or equal oppor-
tunities for men and women since the
mid-1990s, though this increase seems

to have stagnated in 2001. In 1994,
these clauses affected 24% of workers,
a proportion which rose to 35% in
2000 and 2001. In 2001, such clauses
were present in 14% of company
agreements (covering 30% of workers)
and 20% of sectoral agreements (cov-
ering 35% of workers).

Though many of these clauses are mere
declarations of intentions with little or
no binding content, the trade unions
claim that there have been some
advances in agreements on issues relat-
ed to working time, occupational classi-
fication, promotion, employment and
pay, that favour the establishment of
equal opportunities. Though these
agreements are few in number, they
reflect the interest in going beyond
rhetoric to introduce measures that
genuinely favour greater equality. On
the subject of employment, examples
of such accords include the Madrid
metalworking sector agreement and
the national insurance sector agree-
ment, which establish that joint com-
missions will study the specific problems
encountered by women in access to
employment in these sectors in order to
increase their presence.

Reconciliation of work and family
life  
It seems that collective bargaining is
showing greater dynamism in incorpo-
rating the terms of the law on reconcil-
ing work and family life that came into
force in late 1999. In this area there are
no official statistics, but the CC.OO sec-
retariat for women has conducted a
specific study on a sample of agree-
ments in 2001, and reached the follow-
ing conclusions:

• of the new aspects regulated by the
1999 law, paid leave for family reasons
is the one that receives most attention
in collective bargaining. Some agree-
ments merely incorporate the new leg-
islation, but others establish improve-
ments, mainly aimed at increasing the
number of days of leave, recognising
paid leave for dealing with adoption
and fostering procedures, and establish-
ing a new type of leave for accompany-
ing children and dependents to visit
doctors;

• most of the agreements that intro-
duce improvements with regard to the
reduction of working time for family
reasons refer to breastfeeding breaks,

increasing such breaks by 30 minutes or
increasing the age of babies for which
this right is granted. In other cases, the
number of hours of reduced working
time for family care has been increased
or the accumulation of this time is per-
mitted;

• other improvements include the
recognition of family-related time-off
rights for common law couples, exemp-
tion from flexible working time arrange-
ments for persons whose presence in
the company is limited due to care of
children, breastfeeding or pregnancy,
and making maternity leave compatible
with holidays. In some cases financial
improvements established by an agree-
ment with relation to sick leave are
extended to situations of suspension of
contract during pregnancy; and

• in the case of leave of absence for
family reasons, most agreements repro-
duce the content of the law, but in
some cases they introduce limitations to
the exercise of this right, such as requir-
ing a certain length of service, estab-
lishing a minimum period of leave or
restricting the possibility of leave to
only one parent.

Commentary
Equal opportunities and reconciling
work and family life clearly receive
insufficient attention in collective bar-
gaining. Few agreements deal with
these issues, and in many cases their
inclusion is more a question of rhetoric
than of effective measures. However,
the new law on reconciling work and
family life seems to be having a positive
effect, not only due to the improve-
ments that have been agreed, which
increased in 2001 though they are still
few, but also because the existence of
these new regulations seems to be
highlighting a problem that is often
neglected in collective agreements.

This tendency was confirmed in late
2001 by the central agreement laying
down guidelines for collective bargain-
ing in 2002, in which the social part-
ners explicitly recommend the promo-
tion of actions aimed at eliminating pay
discrimination and favouring equal
opportunities for men and women in
employment and recruitment. In the
next few months, it will be possible to
assess the effectiveness of this recom-
mendation. In any case, it seems clear
that this is a field in which collective
bargaining could and should develop
considerably in the next few years.
(Maria Caprile, CIREM)

ES0209103F (Related records: ES9706211F, ES9911165F,
ES0201207F)
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The Employment Act, which reached
the UK statute book in July 2002,
introduces new provisions on ‘family-
friendly’ working, the resolution of
individual workplace disputes, equal
treatment for fixed-term employees
and other matters.

Having completed its passage through
Parliament, the Employment Bill
received royal assent on 8 July 2002.
The Employment Act 2002 is a major
piece of legislation. Its key themes are
the enhancement of statutory rights
designed to help parents balance work
and family commitments (the provisions
in this area are set out in the box oppo-
site), and the reform of employment tri-
bunal (ET) procedures and workplace
dispute resolution mechanisms, in
response to the rising number and cost
of ET claims in recent years. It also
includes provisions on a range of other
issues, including equal treatment for
fixed-term employees and time off for
trade union learning representatives.
The Act, and several sets of associated
regulations, will be implemented in
phases over the coming year.

Employment tribunal reform
The Act introduces a number of
changes to ET procedure. Notably, it
enables the secretary of state to make
regulations authorising tribunals to:

• award costs against a party’s repre-
sentative for conducting the proceed-
ings unreasonably (though ministers
have made it clear that this will not
apply to representatives of ‘not-for-
profit’ organisations, eg trade union
officers); and

• order one party to make payments to
the other in respect of the time spent in
preparing for a case.

The Act also provides the basis for
amending ET rules to introduce a fixed
period for conciliation by the Advisory,
Conciliation and Arbitration Service
(ACAS), and to enable a tougher
approach to handling weak cases.

The Department of Trade and Industry
(DTI) has indicated that consultation on
implementation of this strand of the
Act will occur over the winter, and the
introduction of a package of measures
is planned for 2003.

In addition to the Act’s legislative meas-
ures, the government set up an
Employment Tribunal System Taskforce
to look at ways of making the tribunal
system more efficient and cost effec-
tive. This issued its report in July 2002.
Its main recommendations include the
establishment of a high-level coordinat-
ing body to ensure greater coherence
within the ET system and the promo-

tion of best practice, and a greater
emphasis on preventing disputes.
Ministers have said that they will
respond to the Taskforce’s recommen-
dations in the autumn.

Workplace dispute resolution  
The Act seeks to encourage more indi-
vidual employment disputes to be set-
tled within the workplace, without
recourse to an ET. It introduces statuto-
ry minimum internal disciplinary and
grievance procedures for all organisa-
tions that employ staff, and measures
to promote their use.

The Act sets out a statutory dismissal
and disciplinary procedure and a statu-
tory grievance procedure, each involv-
ing three stages. The standard dismissal
and disciplinary procedure involves:

1. the employer providing the employee
with a written statement of the
grounds for action;

2. a meeting between the employer
and the employee to discuss the matter,
at which the employee has the right to
be accompanied, after which the
employee must be informed of the
employer’s decision; and

3. an opportunity for the employee to
appeal if dissatisfied with the employ-
er’s decision. 

The Act sets out a similar three-stage
grievance procedure, starting with a
written statement of the employee’s
grievance. 

A modified, two-stage dismissal and
disciplinary procedure will apply in cases
of gross misconduct. Similarly, a modi-
fied, two-stage written procedure will
apply to grievances on the part of for-
mer employees.

The Act makes it an implied term of
every employment contract that the
statutory procedures are to apply in cir-
cumstances to be specified by the sec-
retary of state in regulations.
Contractual procedures that are addi-
tional to, and not inconsistent with, the
statutory procedures will be unaffected.

ETs will be required to vary compensa-
tion awards by up to 50% where an
employer or applicant has failed to use
the statutory procedures. Moreover, the
Act prevents certain categories of com-
plaint from being presented to tribunals
until step 1 of the grievance procedure
has been completed and at least 28
days have elapsed thereafter.

Where an employer fails to follow the
statutory dismissal and disciplinary pro-
cedures, a dismissal will be automatical-
ly unfair. An employer’s failure to follow
a procedure other than the statutory
procedure will not by itself make a dis-
missal unfair, provided the employer
can show that following the appropri-

ate procedure would have made no dif-
ference to the decision to dismiss.

The Act expands the legal requirements
on employers to issue employees with a
written statement of their main terms
and conditions. Notably, it removes the
current 20-employee threshold for the
provision of information on disciplinary
and grievance procedures. This means
that all employers of whatever size will
have to provide information on the
statutory minimum disciplinary and dis-
missal procedures in the written state-
ment.

The Act’s dispute resolution sections are
expected to be implemented in late
2003.

Equal treatment of fixed-term
employees  
The Act enables the government to
make regulations to prevent pay and
pension discrimination against fixed-
term employees and implement EU
Directive (1999/70/EC) on fixed-term
work. The government’s view was that,
because of its Treaty basis, the Directive
does not cover pay and pensions, so it
was necessary to include provisions in
primary legislation to give the secretary
of state the authority to address these
issues through regulations.

The Fixed-term Employees (Prevention
of Less Favourable Treatment)
Regulations 2002 came into force on 1
October 2002. They provide that:

• fixed-term employees should not be
treated less favourably than comparable
permanent employees on the grounds
they are fixed-term employees, unless
this is objectively justified; and

• the use of successive fixed-term con-
tracts will be limited to four years,
unless the use of further fixed-term
contracts is justified on objective
grounds.

Time off for learning 
representatives  
The Act introduces a new statutory
right to paid time off work for trade
union ‘learning representatives’, where
the union is recognised by the employ-
er, to carry out a range of duties,
including advising union members
about learning or training matters.
ACAS is currently consulting on revi-
sions to its code of practice on time off
for union duties to take account of the
new rights. This aspect of the Act is not
expected to take effect before 2003.

Equal pay questionnaires  
Employees bringing equal pay claims
will have the right to serve a question-
naire on their employers seeking infor-
mation relevant to their claim or poten-
tial claim. This is in line with existing
legislation covering sex, race and dis-
ability discrimination. Regulations on
this issue are due to be laid before the
end of 2002 for implementation in
early 2003.
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Employer and trade union views
The Confederation of British Industry
(CBI) and the Trades Union Congress
(TUC) have both given mixed reactions
to the Employment Act.

The CBI has welcomed the Act’s meas-
ures to encourage grievances to be
resolved in the workplace, as this ‘will
go some way to addressing the sharp
rise in employment litigation over
recent years’. However, the CBI is less
keen on other aspects of the legislation.
It regards the provisions on time off for
union learning representatives as ‘a
step in the wrong direction’, and fears
that the inclusion of pensions issues in

the fixed-term employment regulations
will be ‘extremely complex to adminis-
ter’. The CBI has also expressed concern
at the implications of the new rights to
time off and family-friendly working,
arguing that ‘smaller firms will need
particular support to deal with [the like-
ly] increase in absences of key staff’.

The TUC has welcomed the enhanced
parental leave entitlement and the
statutory recognition of the role of
union learning representatives. It is also
broadly in favour of the requirement for
companies to have minimum grievance
and disciplinary procedures, but critical
of the limited nature of the procedures

set out by the legislation. Unions are
unenthusiastic about other key parts of
the Act. A resolution adopted at the
September 2002 TUC conference criti-
cised the Employment Act’s changes to
ET law on the grounds that they are
designed to deter employees from seek-
ing to enforce their rights via a tribunal
hearing.

Commentary
The Employment Act essentially repre-
sents an uneasy trade-off between the
extension of employee rights and meas-
ures to limit the use of litigation to
enforce them. Thus, it is hardly surpris-
ing that neither the CBI nor the TUC is
satisfied with the outcome. But there
has also been criticism from within the
legal profession of the Act’s provisions
to limit recourse to tribunal hearings.
Unusually, the President of Employment
Tribunals (England and Wales) publicly
voiced concern that aspects of the leg-
islation might violate the right to a fair
hearing guaranteed by the Council of
Europe’s European Convention for the
Protection of Human Rights and
Fundamental Freedoms.

To what extent the greater use of work-
place procedures will reduce the vol-
ume of tribunal applications remains to
be seen. The government’s estimate
that the reduction will be between
30,000 and 40,000 applications per
year has been met with some scepti-
cism, particularly from Labour Party
peers during the House of Lords’
debates on the new legislation. In any
event, the new employee rights intro-
duced by the Act will themselves add to
tribunal workloads, with the right to
seek flexible working arrangements per-
haps the most likely provision to gener-
ate a significant number of claims.
More fundamentally, concerns have
been expressed that the ‘three-stage’
statutory minimum procedures are too
‘minimalist’ to offer effective protection
to employees. In particular, they do not
meet the accepted standards set out in
the current ACAS Code of Practice on
disciplinary and grievance procedures.

Despite the extensive changes it intro-
duces, the Employment Act 2002 is
unlikely to be the last word on employ-
ment law reform during the Labour
government’s second term. Unions
attach much greater importance to the
outcome of the review of the
Employment Relations Act 1999, initiat-
ed by the government in July 2002,
which will cover a range of important
collective labour law issues on which
the TUC is pressing for amendments.
The DTI has said that it will complete
this review in time to enable any legisla-
tive recommendations that may result
to be introduced within the lifetime of
the current Parliament. (Mark Hall,
IRRU)

UK0210103F (Related records: UK0112104N,
UK0108142N, UK0111505N, UK0010195F,
UK0108141N, EU9907181F, UK0210101N,
UK0208101N, UK9912144F, UK0112105N)

18 October 2002
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Provisions on ‘family-friendly’ working
A range of improvements to employees’ parental leave rights will take effect from
April 2003. These include:

• increases in the standard rate of statutory maternity pay (SMP) and maternity
allowance to the lesser of GBP 100 per week or 90% of the employee’s average
weekly earnings;

• an increase in the period of maternity leave to six months’ paid maternity leave
followed by up to six months’ unpaid leave;

• a new right to two weeks’ paternity leave paid at the same standard rate as
SMP, in addition to the existing right to 13 weeks’ parental leave;

• similar entitlements for adoptive parents (who have no right to paid leave at
present); and

• amended rules governing employers’ handling of parental leave and pay issues.

Detailed provision on the operation of these rights will be set out in regulations.
Consultation on draft regulations closed on 19 July 2002.

The Act gives parents of children aged under six years (or disabled children aged
up to 18) the right to request flexible working patterns for childcare purposes,
and places a duty on employers to give proper consideration to the request. The
aim is to facilitate dialogue between working parents and their employers about
working patterns that meet parents’ childcare responsibilities and employers’ busi-
ness needs. Such a request may involve: changes to the hours and times the
employee works; working at home; and changes to other aspects of the employ-
ee’s terms and conditions as specified in regulations by the secretary of state.
Employers will be able to reject such requests for specific business reasons. These
are:

• the burden of additional costs;

• detrimental effect on ability to meet customer demand;

• inability to reorganise work among existing staff;

• inability to recruit additional staff;

• detrimental impact on quality;

• detrimental impact on performance;

• insufficiency of work during the periods the employee proposes to work;

• planned structural changes; and

• such other grounds as the secretary of state may specify by regulations.

The Act sets out a procedure and timetable which employers must follow in
responding to such an application, which will be fleshed out by regulations. The
employer must arrange a meeting, within 28 days of receiving an application, to
discuss the employee’s request, at which the employee may be accompanied by a
representative. The employee must be informed of the employer’s decision within
14 days, and the employee has a further 14 days to appeal.

There is scope for the employee to complain to an ET on the grounds that the
employer has either failed to comply with the statutory procedure or based the
decision on incorrect facts. The tribunal will not be able to impose a flexible work
arrangement, but may order the reconsideration of the application or award com-
pensation.

Consultation on draft regulations containing detailed provisions on the operation
of the new right closed on 10 October 2002. The regulations are due to take
effect from April 2003.
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The issues of low-wage workers and
the ‘working poor’- ie those who are in
employment but remain below a
defined poverty threshold - have gained
increasing prominence in recent years,
in a context of changes in European
labour markets and growing inequality
in income distribution in many coun-
tries. EU policies have focused on the
low wage issue in varying ways since
the 1980s, initially in terms of equitable
pay, and more recently as part of strate-
gies to combat poverty and social exclu-
sion, or to promote ‘quality of work’. In
this context, this comparative supple-
ment - based on the contributions of
the EIRO national centres in the EU
Member States and Norway - looks at:

• the concept and definitions of low-
wage workers and working poor;

• the extent and general development
of low wages;

• the factors affecting the incidence of
low pay; 

• the progress of low-paid workers into
higher-paid positions;

• the relationship between low-paid
workers and the working poor;

• the influence of institutional arrange-
ments on low wages - focusing on min-
imum wage arrangements, collective
bargaining, trade unions, wage floors
and labour market policies; and

• the views and policies of the social
partners.

This supplement is an edited version of
a full comparative study - which con-
tains considerably more detail on many
issues - available on the EIROnline web-
site.

Concept and definitions  
Although there are common elements
in the different definitions of low-wage
workers used, mainly for policy,
research and statistical purposes, across
the EU and Norway, a strict definition
of the concept accepted by all parties
does not exist. 

The committee of independent experts
which advises on the implementation of
the Council of Europe’s European Social
Charter currently recommends that the
lowest net wage should not fall below
60% of the net average wage.
Similarly, Eurostat defines low pay as a
monthly wage less than 60% of the
median salary. The Organisation for
Economic Cooperation and Develop-
ment (OECD) defines low pay as less
than two-thirds of median earnings for
all full-time workers, and this threshold
seems to have gained acceptance in
countries such as Austria, France,
Greece, Ireland, Italy and Portugal.

Sometimes, 50% of median earnings,
rather than two-thirds, is considered as
the threshold for defining very low
wages. Researchers and interest groups
in other countries use their own thresh-
olds. For example, in Germany, a wide-
spread definition of low pay is wages
below 75% of the national average,
while in Norway the definition most
often used by trade unions and
Statistics Norway is hourly pay below
85% of average hourly pay in manufac-
turing industry.

As well as the overall level of pay con-
sidered as low, definitions also diverge
in areas such as: the frequency of pay-
ment considered (hourly, monthly or
annual - with use of the former tending
to obscure the position of part-time
workers); and whether all workers are
included or just full-time employees (as
with the widely accepted OECD defini-
tion). Furthermore, official statistics
underestimate low pay by excluding
work in the ‘underground’ economy,
usually performed by immigrants,
young people and women. 

The progress of research on low wages,
and the number of studies in this area,
differs dramatically between countries.
In some countries (eg Greece,
Luxembourg, Portugal and Spain) there
is almost no research, or it is only
beginning, while in other countries (eg
France and Germany) it has made con-
siderable progress. 

Definitions of the ‘working poor’ are as
diverse as the definitions of low wages.
The definition used by France’s INSEE
statistical institute covers workers who:
have spent at least six months of the
year on the labour market; have have
had a job for at least one month during
the year; and live in a household in
which the income per ‘unit of con-
sumption’ is below 50% of the median
income. The commonly accepted
German definition is an extension of
the concept of low pay: when their
wages fall below 50% of the national
average, workers in full-time employ-
ment are considered as ‘working poor’.
However, many countries have no spe-
cific definition of ‘working poor’ and
the point of departure for assessing
poverty is household, not individual
income.

The extent of low pay  

The available statistics on the number
of low-wage workers across the EU and
Norway show that low pay in is relative-
ly common, although its extent varies
between countries, as well as depend-
ing on the definition used. Table 1 on
p.iii shows the proportion of all employ-

ees who are low-paid according to the
definitions commonly used in each
country. 

A rigorous comparison of the national
data on the incidence of low pay is not
possible since definitions vary substan-
tially, research is not abundant and the
year of reference differs. Therefore we
include in the table figures produced on
a uniform basis by Eurostat in 2000.
These figures define low-wage employ-
ees as those whose monthly wage is
less than 60% of the median national
salary, and are based on the 1996
European Community Household Panel
survey. No relevant data are available
from national sources for Belgium,
Denmark, Finland, Luxembourg, the
Netherlands or Sweden, and no data
from Eurostat for Finland and Sweden.
Broadly speaking, between 10% and
20% of employees in the countries
considered are low paid. Eurostat puts
the average for the 13 countries in its
research at 15%, or nearly one employ-
ee in seven. This figure is as high as
one in five in the UK, with Ireland,
Germany and Greece also having a high
level of low pay. The lowest level is in
Portugal, followed by Denmark and
Belgium. 

Women are much more likely than men
to be low paid. The Eurostat figures
indicate that 77% of all low-paid work-
ers are women - and as high as 86% in
Austria, and 81% in the Netherlands
and the UK. The lowest proportion of
women among low-paid workers is
found in Greece (51%) and Italy (60%). 

Trends in low pay
The lack of statistics in some countries
make it difficult to assess trends in low
pay. Furthermore the data available are
often not very up to date. Where infor-
mation is available, the picture varies. It
seems that the incidence of low pay
has increased - though not always con-
sistently - over the past 10-20 years in
countries such as Austria, Belgium,
France, Germany, Ireland, Italy and
Spain. 

However, not all countries have experi-
enced an increased incidence of low
pay. The situation seems stable in
Denmark, while the proportion of low-
paid workers appears to have dropped
in Norway and Portugal. In the UK, the
number of low-paid workers increased
substantially during the 1980s and
most of the 1990s. However, as a result
of the introduction of the national mini-
mum wage in 1999, the number of
very low-paid workers has declined sig-
nificantly.

Do low-paid jobs lead to better-
paid jobs?  
It is often argued that low-paid jobs
lead to better-paid jobs and serve as a
useful entry point to employment for
those with few qualifications or little

Low-wage workers and the ‘working
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work experience. In some cases, this
seems to be confirmed by national evi-
dence. For example, in Denmark, a
study on ‘individual wage mobility’ over
1980-90 found that people in low-
wage jobs move relatively quickly from
the lowest to the upper deciles of the
wage distribution. Less than 20%
remain in the lowest deciles for more
than four years. 

However, the evidence from some other
countries does not support the idea
that low-paid work serves as an entry
point to upper segments of the labour
market. Research conducted in France,
the UK, Portugal, Austria and Italy
(though here the evidence is mixed)
indicates that relatively large propor-
tions of low-wage workers (and espe-
cially women in some countries) remain
in low-wage employment, or move only
into unemployment, over time.

Factors affecting low wages  
The overall factors contributing to low-
paid work are part-time work and low
hourly wage rates. According to the
Eurostat survey referred to above, the
reasons for low pay are primarily the
‘part-time effect’ and the ‘low-remu-
neration effect’, with the former
accounting for 43% of low-paid work
in the 13 EU countries examined and
the latter for 37%. A combination of
the two is the reason for 11% of low-
paid work, with only 8% accounted for
by neither. 

However, behind these factors are
issues related to the individual charac-
teristics of low-paid workers, the sec-
tors and establishments in which they
work and the types of job they do.
Low-paid workers have similar charac-
teristics across all countries considered,
despite differences in the overall inci-
dence of low pay. The most common
factors influencing low pay are: the size
of establishments (often relevant to the
presence and strength of trade unions);
sector/industry; occupation; type of
ownership of the establishment (public,
private, ‘third’ sector), the marital sta-
tus, gender, age, education and skills of
the worker; and the type of contract
and type of employment. For example,
the incidence of low hourly wage rates
tends to decrease with age and differs
among sexes. In sectoral terms, low
wages are often to be found in private
service industries with a predominately
female workforce, in local government
and work of ‘public utility’ (childcare,
care of elderly and disabled people,
cleaning services etc). Low pay tends
particularly to affect women, young
people, unskilled blue-collar jobs, peo-
ple on fixed-term contracts, trainees,
people with a short period of service
with their employer, working pension-
ers, students, widowed, divorced or sin-
gle persons, and immigrants. The
degree to which each of the above fac-
tors affects the extent and the persist-

ence of low wages varies across coun-
tries.

Low wages and low productivity
As to whether low-wage work is con-
centrated in low-productivity sectors of
activity, and whether there are low-
wage workers in more high-productivity
and ‘knowledge-based’ activities, most
national evidence confirms that low pay
is generally associated with low produc-
tivity.

It is reported from countries such as
Austria, Finland, Greece, Ireland, Italy,
the Netherlands, Portugal, Spain and
the UK that low wages are normally
associated with low-productivity activi-
ties. However, in many cases, much
low-paid work is concentrated in the
service sector, where productivity is dif-
ficult to measure. There are exceptions
to the low-wage/low-productivity rule.
In Denmark and Germany, it is reported
that there is no strict correspondence
between low wages and low productiv-
ity.

It appears that low-paid workers are
not entirely absent from ‘knowledge-
based’ activities, and their presence is
reported from countries such as
Denmark (where many students and
young people may work part time in
these industries), Finland, Portugal (eg
young researchers) the UK (eg ware-
housing and shipping goods, customer
services and call centres).

Low wages and the ‘working
poor’  
The concept of ‘working poor’ is not
the same as low-paid work, though the
latter may of course contribute to the
former. Low-paid workers may live in
households with other sources of
income, such as the earnings of other
household members, or social benefits,
and thus avoid poverty. National infor-
mation is limited concerning the num-
ber of ‘working poor’ and the relation-
ship between low wages and poverty
among working people. However, the
abovementioned Eurostat study pro-
vides some standardised information for
13 EU Member States (excluding
Finland and Sweden).

The Eurostat statistics, for 1996, pro-
vide indications as to the number of
‘working poor’ in 13 EU Member States
- see table 2 on p.v (there is no gender
breakdown available). The table shows
the proportion of all paid employees
(working at least 15 hours per week)
who are ‘poor’ - ie who have an ‘equiv-
alised income’ (total household income
divided by the number of adult equiva-
lents in the household) below 60% of
the national median equivalised
income. This gives an indication of the
proportion of all employees who are
‘working poor’, The table also shows
the proportion of low-wage employees
(ie monthly wage less than 60% of the

median national salary) who are poor,
and the proportion of all poor employ-
ees who are low-wage employees.

Table 2 indicates that 8% of employees
in the EU countries considered are
‘poor’, with the highest levels of such
‘working poor’ in Germany and Italy,
and the lowest in Denmark and
Portugal. 

On the relationship between low pay
and the working poor, table 2 indicates
that low-wage employees are consider-
ably more likely than the total popula-
tion of employees to be poor - some
20% of low-wage employees are poor
(compared with a general rate of 8%).
Low-wage employees are most likely to
be poor in Greece, Italy and Germany
and least likely to be poor in Denmark
and Ireland. However, 80% of low-paid
workers are not poor. Furthermore,
low-wage employees make up only
37% of all poor employees across the
EU - implying that 63% of poor
employees are employees who are not
low paid. Low-wage employees make
up the highest proportion of all poor
employees in Greece and the UK and
the lowest proportion in Denmark,
Portugal and Denmark.

There is thus not necessarily a direct
link between low pay and the working
poor - many low-paid workers are not
poor and vice versa. This borne out by
the available national data on this issue
- eg from France, Ireland, Spain and the
UK.

The most important factors which pre-
vent low-paid workers from being
working poor are: a second (or more)
wage earned by a partner or other
household member; and social trans-
fers, notably housing benefits or child-
care-related allowances, plus minimum
income schemes in some countries. In
some southern countries an important
factor is a long tradition of inclusive
families, with strong ties of solidarity
between members (as in Spain and
Greece), along with additional property
income (as in Greece) or income from
farming and similar additional activity in
rural areas (as in Portugal).

Minimum wages and collective
bargaining  
Despite the large differences across
countries and sectors, the proportion of
low-wage employees is relatively high.
Commentators agree that the legislative
and institutional setting for pay deter-
mination is vital in determining and
addressing this issue. In particular,
researchers argue that minimum wage
regimes reduce the number of low-paid
workers, suggesting that low pay can
be expected to be less common in
countries with a minimum wage.

Minimum wage systems
Minimum wages of some form exist in
all countries examined. The systems
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vary considerably, and can be classified
in two groups.

In the first group of nine countries,
there is a national minimum wage
(NMW) with legal force. In France,
Ireland, Luxembourg, the Netherlands,
Portugal, Spain and the UK a statutory
NMW is fixed at an hourly, weekly or

monthly rate by the government, often
in consultation with the social partners,
and enforced by law. In Belgium, the
monthly minimum wage for the private
sector is set by a legally binding inter-
sectoral collective agreement. In
Greece, minimum pay rates for blue-
and white-collar workers respectively
are set by the social partners in the

National General Collective Agreement,
which covers all private sector workers.
In all these countries, the legal minima
may be supplemented by minimum
rates set in collective agreements -
though the level and coverage of such
agreements varies, as does the relation-
ship of the minima they set to the
NMW rate.
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Table 1. Incidence of low pay in the EU and Norway

Country (year) National statistics Eurostat
statistics*

Low-wage Definition Other
workers as a 
% of employees

Austria (1993) 13.2% Under two-thirds of median earnings Figures cover full-time employees 16%
of full-time employees. only. 22.8% for women, 

7.0% for men, highest level 
(19.5%) among under-25s.

Belgium - - - 9% 

Denmark - - - 7% 

France (2001) 16.6% All low-wage workers - ie those 79% of all low-wage workers 13%
earning less than two-thirds of are women. Highest levels 
median monthly wage. among part-time workers and 

those aged 16-20.

(2001) 9.4% Very low-wage workers - ie those 80% of very low-wage workers 
earning less than half median are women. Highest levels 
monthly wage. among part-time workers and 

those aged 16-20.  
Western 35.5% Income below 75% of average wage Figures cover full-time 17% 
Germany (1997) of all full-time employees. employees only. (whole of 

Germany)
(1997) 11.5% Income below 50% of average wage Figures cover full-time employees 

of all full-time employees. only.  
Eastern 35.6% Income below 75% of average wage Figures cover full-time employees 
Germany (1997) of all full-time employees. only. 

(1997) 9.5% Income below 50% of average wage Figures cover full-time employees 
of all full-time employees. only. 

Greece (1995) 16.1% Below two-thirds of median gross 19.8% in services, 17% 
monthly wage. 14.3% in industry. 

Ireland (1997) 22.0% Low-wage workers - ie with earnings - 18% 
below two-thirds of median earnings. 

(1997) 11.0% Very low-wage workers - ie with earnings - 
below half median earnings. 

Italy (1998) 18.3% Less than two-thirds of median earnings Figures cover all employees. 10% 
for all full-time workers. 25.9% for women, 13.0% for men. 

Highest levels among those aged 
under 30. 

Luxembourg - - - 16% 

Netherlands - - - 16% 

Norway (1999) 22.0% Below 85% of average hourly wage of 30% for women, 14% for men. - 
blue-collar workers in manufacturing. 

Portugal (1998) 11.6% Below two-thirds of median annual - 6% 
earnings of full-time employees. 

Spain 22.0% Below 75% of average pay. - 13% 
(date unknown) 

UK (2001) 1.3% Earning less than national minimum - 21%  
wage. 

(2001) 17.3% Below half male median earnings - 
(Low Pay Commission definition). 

(2001) 27.6% Below half male median earnings -
(Low Pay Unit definition). 

* Monthly wage less than 60% of the median national salary.
Sources: EIRO and Eurostat (Statistics in focus, Population and social conditions No.11/2000).



In the second group of seven countries
- Austria, Denmark, Finland, Germany,
Italy, Norway and Sweden - there is no
NMW, but sectoral collective agree-
ments implicitly or explicitly set mini-
mum pay rates for employees in their
area of coverage. This results in a vari-
ety of minimum wage rates for differ-
ent sectors. The impact of these mini-
mum rates varies, so this group of
countries can be further divided, as fol-
lows. 

In Austria, Finland, Germany and Italy,
the coverage of collectively agreed min-
imum rates is enhanced by various
means. Finland and Germany have
mechanisms for the extension of sec-
toral agreements to employers and
employees which are not members of
the signatory organisations. In Austria,
a high level of coverage of sectoral
agreements and their minimum wage
rates is guaranteed by the fact that all
employers must be members of the
Chambers of the Economy which con-
clude collective agreements. In Italy,
case law has established that collective-
ly agreed sectoral minimum pay rates
must be applied by employers that are
not members of signatory organisa-
tions. Denmark, Norway and Sweden,
however, have no system of extending
collective agreements, or any similar
mechanism.

The relationship between pay minima
agreed at sector level and actual pay
differs between countries in this group.
In countries such as Denmark, Norway
and Sweden, many sectoral agreements
provide specifically for additional local-
level bargaining on top of the central
increases, with relatively few sectoral
agreements setting actual pay rates.
Some agreements in the Norwegian pri-
vate sector include ‘guarantee clauses’,
providing for pay adjustments aimed at
at raising the wage level among the
lowest paid. Sectoral pay rates are also
often improved on at lower level in
countries such as Austria, France and
Germany.

Overall, the evidence seems to confirm
that minimum wage regimes reduce the
number of low-paid workers. A mini-
mum wage provides a pay ‘floor’ for
those workers covered by it, while it
may also push up other wage rates
above the minimum level (eg in
Luxembourg), or have a ‘knock-on’
effect in areas not covered by the mini-
mum wage (eg in Denmark). However,
a number of important factors influ-
ence the impact of minimum wages on
low pay, considered below. It should,
though, be noted that the existence in
all the countries examined of a statuto-
ry or collectively-agreed minimum has
not - as seen above - effectively hin-
dered the persistence of low pay
among large groups of employees, par-
ticularly women, part-time, short-term
and seasonal workers, immigrants and
students. 

Coverage
The scope of minimum wages is a key
issue. In those countries with an NMW,
this tends to cover all categories of
employee, though in Belgium and
Greece it covers only the private sector.
However, in many countries, certain
categories of workers are either exclud-
ed from coverage by the NMW or
receive a lower rate. Younger workers
receive a lower minimum wage rate in
Belgium, Ireland, Luxembourg, the
Netherlands and the UK. Greece has a
separate rate for blue- and white-collar
workers, while Luxembourg distinguish-
es between skilled and unskilled work-
ers. A length-of-service requirement is
imposed for entitlement to the full rate
in Belgium and Ireland. In Ireland,
Portugal and the UK, workers undergo-
ing training receive a lower rate. In
Luxembourg, the Netherlands and
Portugal, a lower rate may be paid to
workers with a reduced capacity to
work. In the UK, various categories are
excluded entirely, including workers
aged below 18, various apprentices and
trainees, students doing work experi-
ence, company directors and people liv-
ing and working within a family. These
various lower rates and exclusions may
contribute to the concentration of low-
wage workers among groups such as
young people and unskilled workers.

Where sectoral collective agreements
play a sole or important role in mini-
mum wage setting, the impact is condi-
tioned by their coverage. Unless sec-
toral agreements cover all sectors, and
all employees within these sectors, then
their minimum wage protection is limit-
ed. Even in countries with a high rate
of sectoral bargaining coverage, there
are sectors with no agreement - often
in private services. Furthermore, bar-
gaining coverage tends to be lower in
smaller enterprises. The concentration
of low pay in services and smaller firms
may be attributable, at least in part, to
these factors. 

Minimum pay levels
Another vital factor in the effectiveness
of minimum wages in improving the
pay situation of low-paid workers is the
level at which they are set: if the mini-
mum wage is too low, the incidence of
low pay will not be dramatically affect-
ed. In cash terms, there are major dif-
ferences in minimum wage rates
between countries. As indicated by the
Eurostat data in table 3 on p.vi, which
covers countries with an NMW system,
the minimum wage in Luxembourg and
Netherlands is three times higher than
that in Portugal. Monthly minimum
rates stand at over EUR 1,000 in
Belgium, France, Ireland, Luxembourg,
the Netherlands and the UK, but
around EUR 500 or below in Greece,
Portugal and Spain. Eurostat indicates
the real level of the minimum wage in
national terms by comparing it with
average earnings in manufacturing in

each country. This suggests that, in rela-
tive terms, the NMW is highest in
Portugal (57%) and lowest in Spain
(34%).

The Eurostat data do not cover coun-
tries with a sectoral bargaining-based
minimum wage system, but the evi-
dence available for a few such countries
suggests that these tend to set relative-
ly high minimum rates, compared with
many national/statutory systems - eg in
Denmark and Germany. However,
agreed minimum rates can vary consid-
erably between sectors.

A relatively high minimum wage is likely
to reduce the number of low-paid
workers considerably, especially where
combined with a narrow wage distribu-
tion (eg in Denmark). However, where
the minimum wage is set at a low level
it is likely to have only a negligible
affect on low-paid workers, most of
whom will be paid above this rate.
Notably, the Spanish NMW is so low -
in absolute and relative terms, it is one
of the EU’s lowest - that it does not act
as a basic reference point for pay-set-
ting on the labour market. 

An indication of the direct impact of
minimum wages is the proportion of
workers paid at this rate. According to
Eurostat, in 2000-1 only around 2% of
employees in Ireland, the Netherlands,
Spain and the UK earned the NMW,
compared with over 6% in Portugal,
nearly 14% in France and 15.5% in
Luxembourg. This tends to bear out the
idea that higher NMW rates have a
greater impact. In several countries, it is
argued in some quarters that NMW
rates are not high enough to ameliorate
the worst effects of low pay and pover-
ty. Some trade unions in countries such
as France, Greece, Ireland, Spain and
the UK thus demand substantial NMW
increases (see below). 

In bargaining-based systems, the pro-
portion of workers paid at the mini-
mum rate is more difficult to assess, but
the evidence available indicates varia-
tions among sectors and employee
groups. The sectoral minima are often
exceeded in practice, as a result of
lower-level bargaining or other arrange-
ments. In Austria, the importance of
minimum pay rates varies across sectors
- in some (eg catering) the minimum
rates are the actual rates paid, while in
others most workers receive rates above
this level. In Denmark, sectoral minima
are usually increased by local-level bar-
gaining, and minimum rates are the
actual pay rates in only a few cases, as
in some service sectors (eg retail and
hotels/restaurants) and for seasonal or
short-term workers.

There is no evidence that the setting of
sectoral minimum wage rates is particu-
larly prevalent in the main low-pay sec-
tors, and no country applies a minimum
wage solely to these industries.
However, in Germany, for example, the
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practice of extending collective agree-
ments is used particularly in low-wage
branches such as building, retail, cater-
ing, textiles and cleaning.

National and sectoral rates
In countries with both an NMW and a
high coverage of sectoral collective
agreements setting minimum pay rates,
the impact of the former depends on
the level of the latter. In Belgium,
agreed sectoral minima exceed the
NMW by 15%-30%. By contrast, in
France, the lowest sectoral minimum
rates have mostly been overtaken by
the NMW, rendering them ineffective.

Differing systems
There seems to be little evidence or
debate on whether national/statutory
minimum wage systems or
sectoral/agreement-based systems are
more effective in dealing with low pay.
There are, however, some parties who
argue that the former system is prefer-
able. For example, some German com-
mentators state that the absence of a
statutory NMW in that country has pro-
moted low pay, as collective agree-
ments do not apply to all employees
and do not guarantee wages at an
appropriate minimum level.

Part-time work
Considering the high concentration of
low pay among part-time workers, it
might be expected that part-time work
would be prominent in the debate on
low pay and poverty. However, it
appears that in all countries covered,
except Greece, there are no special leg-
islative or collectively-agreed provisions
on minimum pay for part-time workers,
eg providing for an increased rate. In
Greece, 2000 legislation increased pay
for part-time employment by 7.5% for

working days of one to three hours. In
all other cases, part-time workers have
the same minimum wage rates as full-
time workers, proportional to their
reduced working hours. There appears
to be very little debate on the issue,
with the exceptions of France and
Greece.

Decentralisation of bargaining
A recent trend across a number of
European countries has been the
decentralisation of collective bargain-
ing, generally from sector to company
level (though sometimes from intersec-
toral to sectoral level). As to whether
the decentralisation of wage bargaining
is likely to favour the incidence of low
pay, information is available from only a
few countries, and indicates no pro-
nounced common trend.

Among countries which have witnessed
decentralisation of pay bargaining, the
effect on low pay is unclear. In France,
the influence of bargaining on low-
wage workers has generally been weak,
as evidenced by the fact that the major-
ity of sectoral minimum wages are
lower than the NMW (see above).
However, the decentralisation of pay
bargaining has had an impact on the
overall pattern of pay levels and has
probably contributed to the growth in
the number of low-wage workers. In
the UK, there has been widespread
decentralisation of wage bargaining ,
and it has been associated with an
increase in wage dispersion and wage
settlements, but it is uncertain how far
this has increased the incidence of low
pay. However, it is reported from
Greece that the decentralisation of pay-
setting, as reinforced by recent legisla-
tion, has created the basis for the
deregulation of the contents of collec-
tive agreements, with adverse conse-
quences for the pay of many workers.

Among countries with a more cen-
tralised system of wage bargaining, this
is seen in some cases as a factor in pre-
venting low pay. It is argued that, to a
certain degree, Norway’s centralised
bargaining system contributes to the
country’s relatively small pay differen-
tials. In Ireland, there is evidence that a
‘free-for-all’ system of decentralised
bargaining, rather than the country’s
current national pay-setting model,
could benefit workers in trade unions
with strong bargaining power, but not
so much workers with weaker bargain-
ing power.

‘Wage floor’ debate  
The evidence above indicates that the
various minimum wage arrangements
across the EU and Norway generally
provide a lower threshold for down-
ward pressure on wages, protecting the
incomes of low-paid workers who
would otherwise receive wages below
this level. However, it is often argued -
eg by the OECD - that such ‘wage
floors’ raise the cost of hiring low-
skilled workers and those with little
work experience, and if set too high rel-
ative to the average wage tend to
reduce employment prospects, especial-
ly among young and low-productivity
workers. 

National evidence on this issue is quite
sparse. In countries such as Austria,
Denmark, Norway, Greece, Portugal
and Spain, the existence of wage floors
is not currently a major issue of debate.
Where there is any national informa-
tion, this tends to oppose the argument
that wage floors set by minimum
wages have a negative effect on
employment. Rather, the evidence from
countries such as France, Germany and
Spain suggests neither a positive nor a
negative correlation between the level
of the minimum wage and the employ-
ment of low-paid workers. In countries
where this question might be more
readily assessed because of the recent
introduction of an NMW - Ireland and
the UK - the effect is unclear because
the minimum wage has been intro-
duced in a period of strong growth in
the economy and employment

Trade union bargaining power
and membership
Besides minimum wage arrangements,
research suggests that other labour
market institutions - particularly the
bargaining power and membership lev-
els of trade unions - can significantly
influence the incidence of low pay. 

In relation to unions’ bargaining power,
the information available tends to sup-
port this proposition. In all eight coun-
tries for which some information is
available – Belgium, Denmark,
Germany, Ireland, the Netherlands,
Norway, Spain and the UK- evidence
suggests that varying levels of union
strength can reduce or increase the inci-
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Table 2. Poor workers in the EU, 1996
Country Poor employees as Poor employees as Low-wage employees

% of all % of all as % of all

employees low-wage employees poor employees

Austria 6 16 40

Belgium 6 18 26

Denmark 4 13 21

France 7 21 38

Germany 10 24 41

Greece 9 27 52

Ireland 6 14 38

Italy 10 25 27

Luxembourg 8 18 38

Netherlands 7 15 33

Portugal 5 18 21

Spain 9 19 28

UK 7 15 44

EU-13 8 20 37

Note: see main text for definitions of terms.
Source: Eurostat (Statistics in focus, Population and social conditions No.11/2000).



dence of low pay. In Denmark and
Norway, the relatively high minimum
wage rates and relatively low numbers
of working poor are partly seen as a
result of a strong union bargaining
position, while in Belgium and Ireland
the present bargaining power of unions
is considered as a barrier to low pay. 

By contrast, in Germany, the
Netherlands, Spain and the UK, eco-
nomic and political changes, particularly
during and since the 1990s, have inten-
sified pressure on unions, reducing their
capacity to act and promote their
demands. In the Netherlands, for exam-
ple, unions were more or less forced to
agree to the introduction of lower
wage scales (just above the legal NMW)
in collective agreements in the mid-
1990s, and have not succeeded in their
demands to raise the NMW for employ-
ees under 23. Similarly, in Spain the
unions have been unsuccessful in their
calls for an increase in the low level of
the NMW to bring it closer to levels
elsewhere in Europe (though they have
been somewhat more successful in
addressing low pay through bargain-
ing). In the UK, some limited research
supports the argument that weakening
unions have allowed wages at the bot-
tom end of the labour market to
decline, while unions are still associated
with higher wages for their members.
Research in the mid-1990s found that
about 20% of the increase in wage
inequality was attributable to union
decline. 

The UK evidence raises the issue of the
trade union ‘mark-up’ or ‘wage premi-
um’ - the tendency in a some countries
(eg Ireland and the UK) for union mem-
bers to have higher wages than non-
unionised workers. Data on union
membership among low-paid workers
are available for only four countries and
are too fragmentary to allow a general
conclusion to be drawn. However,
unsurprisingly, two countries with a rel-
atively low proportion of low-wage

employees - Denmark and Sweden -
have high union density in many low-
pay sectors, while in the Netherlands -
with a moderate proportion of low-paid
workers - union density in the lower
income brackets (monthly household
income under EUR 900) is only 5%
(national average 28%). Finally, in
Spain, the membership of the main
unions is concentrated in sectors with
medium pay levels (eg metalworking,
the public sector, chemicals,
transport/communications, and banks),
while unions find it difficult to organise
in low-pay sectors.

Social partner actions and views  

Trade unions
Low pay seems to be relatively high on
the agenda of trade unions across the
EU and Norway. In all 16 countries con-
sidered, unions share the objective of
obtaining an acceptable standard of liv-
ing for all employees, although the
ways in which they seek to do so varies
considerably between countries, and
even between different unions within
the same country. Unions have taken
various initiatives aimed at combating
low pay, which can be split into ‘mone-
tary’ (related directly to pay and
income) and ‘non-monetary’ categories. 

The unions’ main focus in terms of pay
and income is on the level of the mini-
mum wage and the improvement of
the economic situation of low-wage
workers through collective bargaining. 

In many countries – eg Austria,
Belgium, Denmark, France, Germany,
Greece, Ireland, Norway, Spain and the
UK- unions are seeking increases in
minimum wage levels. In countries with
an NMW system, there are widespread
calls for increases in the general rate -
as in France, Greece, Ireland and Spain
- as well as specific demands. For exam-
ple, unions in some countries concen-
trate on young workers, with Dutch

unions seeking a higher NMW for those
under 23 and some UK unions with
many members in low-paid sectors
campaigning to extend the NMW to
young workers. In Belgium, the focus
for the Confederation of Christian
Trade Unions (CSC/ACV) is maintaining
automatic indexation of the minimum
wage and following developments in
Belgium’s three most important trading
partners (France, the Netherlands and
Germany), while the Belgian General
Federation of Labour (ABVV/FGTB) has,
since a recent increase in social bene-
fits, sought a review of the minimum
wage in order to narrow the gap with
benefits. 

In some countries without an NMW,
the establishment of such a system is
the aim of some unions: eg in
Germany, while many unions are scepti-
cal about an NMW, some of those
organising in low-pay sectors are seek-
ing an NMW of EUR 1,500 a month.

In countries where bargaining plays a
major role in minimum pay-setting,
unions often seek to increase the
agreed minimum rates (this also applies
in countries such as France, Greece and
Spain where there is also an NMW). For
example, since the early 1990s the
Austrian Trade Union Federation (ÖGB)
has been seeking a minimum sectorally
agreed wage rate, currently EUR 872 a
month, and has succeeded in pushing
up minimum rates to some extent. In
Denmark and Norway, unions have
specifically targeted low-wage jobs in
bargaining. The Norwegian
Confederation of Trade Unions (LO),
usually argues that low-wage workers
should be given priority in central nego-
tiations, though specific increases or
flat-rate pay rises. Other unions, how-
ever, argue that the focus on low-wage
workers in Norway’s central-level nego-
tiations has contributed to unfair imbal-
ances in wage setting. Finland’s current
national incomes policy agreement con-
tains a special pay increase to be used
at sectoral level to improve the position
of low-paid workers. 

In some countries, unions also focus on
fiscal and parafiscal issues. In Belgium,
the unions (and other social partners)
are targeting a reduction in social secu-
rity contributions paid by low-paid
workers. In Ireland, the current national
tripartite agreement promises to take all
workers earning the NMW out of the
tax net entirely, so that they pay no
income tax, while the SIPTU union has
focused on tax measures in order to
improve the living standards of lower to
middle income earners.

In a number of countries – notably
France, Greece, Ireland, Italy, the
Netherlands and Spain - unions have
also identified a number of other fac-
tors not directly related to pay rates and
income levels as important in the fight
against low pay
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Table 3. National minimum wages - rates and
as % of average earnings

Country Monthly minimum Minimum wage as % of
wage (EUR) (2002) average earnings in

manufacturing (1999)

Belgium 1,163 39

France 1,126 49

Greece 473 41

Ireland 1,009 nd

Luxembourg 1,290 42

Netherlands 1,207 44

Portugal 406 57

Spain 516 34

UK 1,124 37

Source: Eurostat (Statistics in focus, Population and social conditions No.5/2002, ‘Minimum wages
in the European Union, 2002’ and No. 2/2001, ‘Minimum wages in the European Union, 2001’) . 



In France and Greece, unions seek more
restrictive regulations on part-time work
as a way of addressing low pay.
Similarly, in Italy unions are pressing for
more rights and protection for workers
in ‘non-standard’ forms of employment,
considered as usually involving low pay,
while Spanish unions call for a substan-
tial reduction in the country’s high level
of temporary employment. In Ireland,
the unions see improvements in public
service provision - housing, health,
childcare, and public transport - as vital
for improving the position of the low
paid. Irish unions have also highlighted
the issue of the implementation of the
NMW, arguing that there are not
enough minimum wage inspectors to
ensure that employers are implement-
ing the statutory minimum rate. 

Trade unions and other employee repre-
sentative bodies in Austria and Belgium
have called for re-examination of the
current definitions of low-wage work-
ers, which they see as inadequate in
assessing the phenomenon.

Employers’ organisations
The view of employers’ organisations
on existing minimum wage systems
vary to some extent. In countries with
an NMW, this seems to be accepted to
a large extent, or at least not actively
opposed, in many cases - eg
Luxembourg, the Netherlands and
Spain. The recently introduced NMWs
in Ireland and the UK, though opposed
by employers’ organisations prior to

introduction, do not now seem to be
matters of major controversy for them.
However, the Movement of French
Enterprises (MEDEF), France’s main
employers’ organisation, has been
actively campaigning for the abolition
of the SMIC minimum wage, calling
instead for the government to top up
the income of employees whose wages
are too low.

Despite this degree of acceptance,
where NMWs exist, employers’ organi-
sations often oppose any increase in
their rates - eg in Belgium, Luxembourg
and the UK. In countries with no NMW,
the introduction of one is likely to be
opposed by employers - an example is
the Confederation of German
Employers’ Associations (BDA). A key
concern of employers is, of course, to
keep labour costs down in order to fos-
ter business competitiveness

In countries where minimum wage
rates are set solely or largely by collec-
tive bargaining, employers’ organisa-
tions are in some cases in favour of a
relaxation of the current system, argu-
ing that this would help employment
and competitiveness. German employ-
ers support a greater use of ‘opening
clauses’ in collective agreements, allow-
ing the payment of wages below collec-
tively agreed rates, and of relaxed pay
conditions for employing long-term
unemployed people. They also oppose
the extension of collective agreements
setting minimum pay rates. In Norway,
although employers’ organisations have

been involved in the country’s solidaris-
tic incomes policy, they tend to argue
that a less rigid wage-setting system
would ease labour market entry for
groups that face problems in finding
jobs. 

As well as less rigidity in collective
agreements, employers’ organisations
in some countries propose a number of
measures to improve the situation of
low-paid workers and increase employ-
ment levels. These include: cuts in social
security contributions (as in Belgium,
Germany and the Netherlands); tax and
benefit measures to improve the
income of the low paid (as in Germany,
Ireland, Italy and the UK); relaxation of
labour market rigidities and promotion
of labour market flexibility (as in
Germany and Ireland); and measures to
improve employability (as in the UK).

Labour market policies
The evidence above indicates the
importance of minimum wage arrange-
ments that reduce the incidence of low
pay while, at the same time, not having
adverse effects on employment.
However, the persistence of low pay
and the relatively high proportion of
low-paid workers implies that the mini-
mum wage can only form one element
in any policy to combat low pay and
poverty. Government employment and
labour market policy also plays an
important role. In almost all countries,
governments have implemented a
range of policies with an impact on
low-wage employment.

This impact may be indirect, through
the application of general employment
promotion policies. However, some poli-
cies may be aimed directly at low-paid
work. Low pay is closely associated with
low skills, low productivity and little
work experience. Some policy-makers
and international organisations (eg the
OECD) believe that these characteristics
reduce the employment prospects of
low-paid workers, acting as a barrier
either to better-paid jobs or to entering
the workforce in the first place. In this
respect, a number of recent changes in
government employment and labour
market policies have sought to combine
a number of instruments in order to
improve the employment prospects of
low-wage workers. However, it can be
argued that such measures often have
side effects, notably in terms of a fur-
ther segmentation of the labour market
into groups with different employment
conditions or pay. 

There is a broad and rather homoge-
neous range of relevant employment
policy instruments in the countries
examined. Apart from Luxembourg,
Norway and Sweden, all the other
countries have introduced various initia-
tives ranging from employment creation
and labour flexibility policies to employ-
ment subsidy policies, as well as fiscal
and parafiscal measures. 
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Impact of minimum wages on low pay - evidence
from Ireland and the UK

The impact of a statutory national minimum wage (NMW) on low-paid workers,
compared with other factors, is hard to detect precisely in countries with a long-
standing minimum wage. However, the very recent introduction of an NMW in
Ireland and the UK makes analysis of this point easier. 

In Ireland, the NMW introduced in April 2000 has undoubtedly been important
for raising income levels among low-paid workers (and facilitating a small, albeit
important, reduction in the gender wage gap). Research published in 2001 indi-
cates that around 5% of employees had their pay increased as a direct result of
the NMW’s introduction - a lower figure than initially envisaged. Tight labour
market conditions and labour shortages were a more significant factor behind
wage increases in many low-paying sectors, as unemployment dropped sharply
from the late 1990s. As many as 81% of employers claimed they would have
increased wages to attract or retain labour, regardless of the NMW. 

The Irish evidence also underlines the concentration of low pay in certain sectors
and smaller firms, and the effect that an NMW can have. The percentage of
employees who had a wage increase as a direct result of the NMW was highest
in retail (11.6%), followed by hotels, restaurants and bars (8.9%) and textile
manufacturing (7%) - all traditional low-paying sectors. The effect was less in
other sectors - wholesale (5.1%), non-textile manufacturing (2.7%), banking
and finance (2.4%) and building (0.8%). Only 2.5% of employees in firms with
over 100 workers were directly affected by the NMW, while in firms with
between four and 100 workers, 7% to 8% of workers were directly affected.  

Evidence from the UK suggests that the introduction of the NMW in April 1999
has had a significant impact on very low-paid workers. In 1998, 1,520,000
employees (6.4% of the workforce) were paid less than the initial rate of the
NMW, while in 2001 only 320,000 (1.3%) were paid less than increased rate
applying in that year. 



In terms of general employment policy,
it is widely reported that the jobs creat-
ed under employment creation schemes
are over-represented among low-wage
work. In addition, policies aimed at
increasing flexibility, mainly in the form
of part-time and temporary employ-
ment, tend to favour low pay, though
the real impact on the incidence of low
pay is difficult to calculate and varies
considerably between countries. For
example, in the UK employment poli-
cies have largely focused on supply-side
measures, for example ‘welfare to

work’ initiatives and the ‘New Deal’ for
young people. The aim is to reduce the
numbers on benefits, by improving the
‘employability’ of the long-term unem-
ployed, through advice, training and
job search facilities. These measures are
aimed at the lower end of the labour
market and, thereby, increase the sup-
ply of low-wage workers. 

With specific reference to low pay, a
common initiative in almost all coun-
tries is the introduction of targeted
reductions in social security contribu-

tions, while in a few countries wage
subsidies and special tax credits and
benefits apply. However, only from a
few countries (eg Belgium and Finland)
is consensus reported on a significant
increase in employment as a direct
result of reductions in employers’ social
security contributions or special tax
measures. Elsewhere, there is no overall
agreement on the importance of these
measures. 
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Commentary
Although there is no common definition of low wages across the EU and Norway, and research in this area is not always of
great value in comparative terms, it seems that the incidence of low pay varies between 10% and 20% of employees in most
countries. Defining low-wage employees as those whose monthly wage is under 60% of the median national salary, Eurostat
puts the EU average at 15%, or nearly one employee in seven. In some countries the incidence of low pay is retreating (eg
Norway and Portugal), although it often remains at relatively high levels, while in others it is progressing (eg Austria, Belgium,
France, Germany, Ireland, Italy and Spain). Although it is difficult to make comparisons between low wages across Europe, it
seems that the situation in the Nordic countries, Belgium and Portugal is somewhat better than in other countries. 

National statistical data on the working poor in Europe are scarce but Eurostat statistics put the average proportion of ‘poor’
employees across the EU at 8%, with national rates varying between 4% and 10%. While low-wage employees are consider-
ably more likely than the total population of employees to be poor, the great majority of low-paid workers are not ‘working
poor’. It thus seems that there is not a causal link between being a low-wage worker and a member of the working poor. An
important factor in the relative independence of these two situations in all the countries examined is that the low wages
received by one member of a household are frequently balanced by wages received by other household members. Social insti-
tutions also play a role: in northern Europe, state institutions and the redistribution of income through state intervention (eg
social transfers, notably housing benefits or childcare-related allowances) reduce poverty among low-wage workers; while in
southern Europe it is the family that tends to protect low-paid workers from poverty.

The key overall factors contributing to low-paid work are part-time work and low hourly wage rates. However, behind these
factors are issues related to the individual characteristics of low-paid workers, the sectors and establishments in which they
work and they types of job they do. In sectoral terms, there is a higher incidence of low pay among workers in the private
sector - notably service sectors such as the wholesale and retail trade, restaurants and hotels, transport and storage - than in
the public sector, although low-paid jobs are also found in health, education and public administration, while in some coun-
tries much local government employment is low paid. Occupations with high incidences of low pay include jobs in sales, per-
sonal services, catering, care, cleaning, security and many other unskilled occupations. Small establishment size is very strongly
linked to low pay. As well as part-time work, fixed-term, temporary and seasonal employment are also associated with low
pay. In terms of personal characteristics, low pay is strongly linked to gender, age, martial status, education/skills and length of
service. Women are more likely to be low paid, as are young people, single people, those with a low level of education and
employees who have not been in their job for long. Trade union presence and strength, along with the existence of collective
bargaining and its level, play a part, as do other factors affecting the balance of power between employers and employees.
However, not all of these factors contribute to low pay in all countries, each country having its own particularities. 

Low-wage jobs are most commonly found in low-productivity activities or occupations. However, the causal link (low produc-
tivity resulting in low wages) often cannot be easily verified since productivity levels are not rigorously defined and measured,
especially in the services sector. 

An important theme associated with low wages is earnings mobility. The OECD, for example, argues that low-paid jobs often
lead to better-paid jobs and thus serve as a useful entry point to the labour market for less skilled and experienced workers.
However, in only a few countries is there evidence that low-paid work often leads to better paid jobs - more commonly, there
is evidence that a large proportion of low-wage workers remains in the lower part of the wage distribution, at least in the
medium term. 

Institutional arrangements influence the extent of low pay. In particular, minimum wages set by either law or collective agree-
ment - which exist in all 16 countries examined - seem to reduce the incidence of low wages, although the benefits of a
strong trade union bargaining position or minimum wage legislation are not equally distributed between men and women or
between full-time and part-time workers. The effectiveness of minimum wages as a means to improve the pay situation of
low-wage workers depends on factors such as the level at which the minimum wage is set and the extent of its coverage.
Furthermore, national evidence indicates neither a positive nor a negative correlation between the level of the minimum wage
and the employment of low-paid workers. 

Some policy-makers and international organisations believe that the characteristics of low-paid workers reduce their employ-
ment prospects, either as a barrier to better paid jobs or as a barrier to entering the workforce in the first place. In this
respect, and given the persistence and the relatively high share of low pay, employment and labour market policies in many
countries seek to improve the employment prospects of the low paid. Apart from minimum wage arrangements, such
changes in employment and labour market policies involve a combined approach including wage subsidies, reductions in
social security contributions, tax benefits and labour flexibility policies. However, there is no agreement so far on the impor-
tance of these measures, while their impact on the incidence of low pay is difficult to estimate and varies considerably across
countries. (Elias Ioakimoglou and Eva Soumeli, INE/GSEE-ADEDY, and Mark Carley, SPIRE Associates) 
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