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Appendix 2:

EU Comparisons

While the 1998 EU Directive on collective redundancies sets out core principles and procedures to be followed when dismissals are planned, national provisions vary widely as regards the complexity, stringency and length of consultation procedures, notice requirements and severance payments, and penalties incurred by employers who get it wrong. Below and in the accompanying Table we give an overview of this complicated area of law and practice.

Collective dismissals - procedures and pitfalls

Employer complaints about collective dismissals procedures do not merely concern the costs of compensation - which may be high- but also the rigours of the procedures (including the staff resources involved in fulfilling the requirements) and the potential for making mistakes which can result in hefty fines, or dismissals being declared null and void.

Cumbersome, unpredictable or expensive procedures may discourage employers from setting up operations in particular locations, hiring new staff on permanent contracts, or shedding surplus jobs which could poten​tially jeopardise future operations. Equally, thorough procedures may encourage longer-term personnel plan​ning aimed at minimising the risk of redundancies and maximising options for internal mobility. The ability to handle dismissals procedures effectively is clearly an advantage for managing organisational change.

The EU Directive and case law
Directive 98/59/EC on the approximation of laws of the member states relating to collective redundancies, which consolidates the 1975 and 1992 Directives, is the core European text dealing with collective dismissals. There is relatively little EU case law on this subject which has a pan-European relevance; most rulings concern the functioning of national systems and can necessitate amendments to domestic legisla​tion. As our Table on p.15 shows, in most countries the provisions of the Directive are contained in more than one piece of legislation or binding agreement. National case law is also of key importance.

Main points of Directive

Definition of collective dismissals: over 30 days 10-30 dismissals depending on size of establishment, or over 90 days at least 20 dismissals irrespective of total numbers employed

Employer must consult with worker representatives 'in good time' with view to reaching an agreement

Consultation must cover measures to avoid or mitigate dismissals

Information to be supplied 'in good time' during course of negotiations

Relevant public authority to be notified in writing

Dismissals can take effect no earlier than 30 days after initial notification

Numbers threshold for collective consultation 

According to the Directive, the point at which the collective procedure triggers is where an employer is planning 10 or more dismissals in establishments with 20-99 staff over a period of 30 days, with the notable exception of those on fixed-term contracts and those affected by the termination of an establishment's activities by judicial decision. For, the purpose of this calculation, any dismissal for reasons unrelated to the individual worker will be counted as a redundancy as long as these dismissals number at least five.

Most national legislation is more inclusive and can require a collective approach to be adopted in relation to a smaller number of dismissals, e.g. five, or take into account a longer time period over which the dismissals are being effected. The Dutch definition includes refer​ences to dismissals within a regional employment office catchment area, whereas in Germany senior executives are excluded from the procedure. In the Netherlands and UK dismissals affecting less than 20 people do not come under collective consultation provisions.

Involvement of the public authorities

Under the Directive, public authorities (usually local employment offices) must be notified in writing of projected dismissals, and workers representatives can 'forward their comments on the proposal to them.  Although in most countries these authorities possess no power of veto, they can sometimes exercise extensive powers of scrutiny to ensure procedures are being properly observed, which can in turn entail delays. The Netherlands and Spain are the main exceptions; in both cases, the regional employment office must authorise redundancies and, in the former, can extend the consultation period if they feel alternative avenues have not been fully explored.

In practice, the onus falls on employees or their unions, rather than the public authorities, to challenge dismissals in court when things go wrong.

Public authorities may also be empowered to intervene if the parties fail to reach an agreement on the dismissals; in such cases, the Spanish authorities must approve dismissals before they can be effected. In a number of other systems failure to come to an agreement can open the way to mediation by the authorities e.g. Luxembourg and Portugal. In Italy, at the first stage of the process, which involves recourse to the lay-off fund ('cassa integrazione’) the authority must confirm the proposal since only a finite number of workers can benefit from the fund at any one time.

Meaning of 'establishment'

The number of dismissals has to be calculated in relation to an 'establishment', which is not defined in the Directive. Determining what is the appropriate establishment does offer scope for abuse where a company wishes to avoid consultation; and has been the subject of one European Court of Justice ruling.

In the case (No C-449/93) of Specialarbejderforbundet in Danmark vs, Rockfon A/S it was in the company's interest to group several units into one `establishment' in order to avoid the obligation to engage in collective consultations. However, the ECJ ruled that `establishment' should apply to the unit to which the dismissed workers had been assigned to perform their duties. More generally, national courts tend to adopt a common sense approach to this question.

Length and complexity of consultation

Although employers would like more certainty in terms of knowing how long a consultation exercise is likely to last, in practice this is impossible; relatively few time limits are stated in national legislation.

The Irish and UK systems set no time limits nor detailed specifications about the form of consultation and can be more straightforward and swifter to operate than those of Germany, the Netherlands and France.

In France, for example, particularly when a works council is involved, detailed documentation must be prepared (a social plan can run into hundreds of pages) and circulated within given time limits, a minimum of two formal consultation meetings (often many more) must be held and a range of alternatives to redundancy considered - which could include details of vacant posts elsewhere within the organisation to which staff could potentially be relocated. The paperwork required to support an application for dismissals authorisation in Spain is also exhaustive. In Italy, the procedure is labyrinthine (see below).

Much attention has been drawn to the adequacy of consultation procedures, especially in the wake of Renault's closure of its Vilvoorde plant in Belgium in I997. These events led to a change in Belgian law in I998 requiring every collective agreement to lay down adequate consultation procedures. Typically these tighten up on the various different stages of the procedure and the other conditions which must be met. If these rules are flouted, then a company may have to reimburse any state subsidies received within the past five years, as well as maintain individual contracts of employment in force until procedures have been properly exhausted.

When to start the process

The Directive, and most national legislation, obliges employers to consult `in good time', and prohibits any dismissal being effected until at least 30 days after the relevant public authority has been notified (workers representatives are entitled to a copy of this notifica​tion) - although public authorities may reduce or lengthen this period.

This obligation holds good even if the corporate decision to downsize has been taken by central management located outside the country affected. The Renault case provoked a storm precisely because a decision was taken by the central management in France before such consultation had taken place with Belgian representatives.

Under UK case law, employers must engage in `sufficient meaningful consultation before notices of dismissal are sent out'. In Sweden, large-scale dismissals can require up to six months' advance notice to the labour market authorities; in addition, older or-long serving staff may be entitled to up to six months' individual notice. In Portugal, no dismissals can be effected until a minimum of 60 days after notification.

Obligation to consult worker representatives

Employers are obliged to consult `workers' repre​sentatives' as laid down in national legislation or practices. For many countries this means a legally con​stituted works council, usually compulsory where 50 or more staff are employed, or its equivalent, and possibly workplace unions as well. In the Nordic countries, the employer must consult workplace union representatives, while in Italy both workplace and in​dustry union officials must be involved from the outset.

The UK and Ireland remain the only two states without any formal works council structure. In the UK recent legal revisions oblige companies to consult `appropriate representatives' in situations where the employer has not `recognised' a trade union at the workplace; formerly there was no formal consultation obligation at such workplaces. Last summer, the EU Commission warned that Irish legislation might have to be amended on the grounds of being too restrictive in its definition of `'workers' representatives'.

Information to be supplied

In most countries the quantity of information which the employer has to supply to worker representatives under national legislation follows the Directive fairly closely, although Greek legislation does not yet incorporate the fall range of required details. However, in some instances, additional information to that specified by the Directive must be provided; for example, in Germany details of the gender, age and nationality ref those to be dismissed and in France details of their gender and qualifications.

Reaching an agreement is paramount

The emphasis of the Directive is placed on consultation with a view to `reaching an agreement' on ways of avoiding dismissals, reducing the numbers of staff involved, and mitigating the consequences of redundancy by recourse to accompanying social measures involving redeployment or retraining. In practice, failure to arrive at an agreement may run the risk of extending the length of the procedure, interven​tion by the public authority and possibly higher costs for the employer.

Sometimes national legislation or collective agreements require that an agreement be formalised into a `social plan', or legislation may be more prescriptive in terms of enumerating the alternatives to redundancies which must be explored.

Formal social plans

Social plans may cover both the financial compensation aspects of the dismissal (see below) as well as measures to alleviate its impact.

In Germany, under the Works Councils Act which covers establishments of 20 or more staff, the employer and works council must negotiate a social plan, and in certain circumstances the council can apply to an arbitrator to enforce this if the employer refuses. Social plans are also required by law in France, Austria and Luxembourg.

In the Netherlands, some sectoral collective agreements require a social plan to be drawn up between unions and employers.

Alternatives to redundancy

The question of alternatives to redundancy is usually addressed in collective agreements or raised when the dismissals are being negotiated. Because national systems are designed according to particular criteria, certain methods may be favoured. The emphasis in Belgium, France, and the Netherlands is on retraining, internal redeployment is high on the agenda in Sweden, Denmark, France and Luxembourg, whereas the offer of outplacement services is common in the Netherlands and the UK. In Portugal, pre-retirement agreements are used by companies which can afford to do so; these require the employer to pay older workers a monthly sum until pension age in return for shorter hours or suspension of the contract.

Selection criteria

Most national legislation is silent on the question of sel​ection criteria, although in a number of countries union representatives enjoy special protection in such situat​ions, as do particular groups such as pregnant employees.

Under Irish and UK legislation, any selection which discriminates on the grounds of union activity or race is unlawful (also age in Ireland), and in Germany and Finland social factors must be taken into account when making a selection. Some legislation specifically requires a company's overall staffing requirements to be brought into the equation - thus allowing certain key staff to be retained. In Germany, while senior executives are excluded from the provisions altogether, all employees performing the same jobs as those which are to be eliminated, even if they work in a department which will be unaffected by the dismissals, have to be placed in the frame when a selection is made. Most often selection criteria are set by collective agreements or at company level during the redundancy exercise itself. Last in, first out (LIFO) is enshrined in Swedish law and is also used in the Netherlands.

Last year a Swedish company making 43 workers redundant negotiated a settlement of SEK 6 million (€. 700,000) after neglecting to follow the rules on priority for dismissal.

Older workers and early retirement

Older workers are still more vulnerable to dismissal, since they are often able to take advantage of relatively generous early retirement schemes. However, the recent tendency has been to review the labour market position of older workers in general, and to modify early retirement schemes - usually on the grounds of cost- by raising the age at which early retirement can be taken, by scrapping certain schemes and by introducing arrangements under which time can be banked for early retirement purposes. Taking early retirement can affect severance payments.

The redundancy payment package

It is extremely difficult to make cross-country comparisons of employers' dismissal costs given the diversity of existing schemes. The components of a redundancy package may comprise one or more of the following:

payment of individual notice periods; rules may govern payment in lieu

redundancy payments (statutory, collectively-agreed, company)

top-up payments to early retirement pensions or other social benefits (common in the Netherlands and Nordic countries)

compensation for holidays lost through dismissal (France and Belgium), and other supplements.

Most of these amounts are paid directly by the em​ployer rather than drawn from a contributory fund.

Furthermore, in some countries (e.g. Italy, Austria), where a job is terminated in any circumstances employees are entitled to a severance payment related to length of service.

A standard formula

In some states, a statutory formula is used to calculate the level of redundancy payments; entitlement may depend on minimum length of service or a minimum sum may be paid to any person made redundant.

A formula based on length of service is used in Austria, Portugal and Spain; this also takes account of age in Ireland and the UK, as well as occupational group in France and Belgium. In Belgium most dismissed workers are entitled to four months' pay, holiday pay compensation and a supplementary payment equal to half net annual reference salary (published annually) and unemployment benefit entitlement.

Among schemes of this type, statutory pay-outs in Ire​land, the UK and France appear modest in comparison with those applying in Belgium, Spain and Portugal.

The income support alternative

Some countries offer no statutory redundancy payments but compensate for job loss through income support and replacement. This is the case in Sweden, Denmark and Finland. Employers must observe contractual notice entitlements, which can be lengthy. After dismissal individuals can claim unemployment benefit which has a high income replacement value.

Compensation through social plans

In Germany and the Netherlands financial compensa​tion is negotiated as part of the 'social plan'; in France a statutory formula applies.

In Germany, the agreement must not grant compensa​tion pay to staff who could find employment in the same firm, or of an amount which could jeopardise the firm's existence. Payments usually combine the elements of age, and service, and may be augmented by allowances for dependent children or disability. Social plans must include hardship provisions to cover exceptional cases. If the employer breaches the terms of a social plan, a statutory fall-back provision applies. This amounts to a sum of up to 12 months' pay, which increases over the age of 50 to a maximum of 18 months' pay for an employee over 50 with 20 years' service.

Dutch severance payments, which usually derive from collective agreements, are one-off payments and are usually linked to the age of the employee. In the textile collective agreement, for example, payments range between half a week's pay for each year of service for those aged between 25-39 up to a maximum 13 weeks' pay to those aged over 60 with 30 years' service. If an employee leaves before working out their full notice, only half the outstanding notice period is paid. In addition, collective agreements usually specify the amount by which unemployment benefit must be topped up as a proportion of previous earnings once the individual is dismissed.

Italy - lay-off and mobility payments

In Italy there is no formula for calculating redundancy costs, nor is there a universal system of unemployment benefit. In many cases, employers will engage in a complex two-stage process. This makes the business of carrying out redundancies both costly and, more importantly to employers, uncertain. When individuals are laid off, if their employer is in the manufacturing sector, they may gain access to the `casea integrazione' system and receive monthly payments for a period of a year. To release this funding the employer must contribute 4.5% of the employee's benefit. At the end of one year, if the employee cannot be re-integrated into the company, then he/she is made redundant. The employer must then make a payment in lieu of notice (where necessary), plus further social security contribu​tions so the employee can claim `mobility' payments for another year. In addition, the employer may make an incentive payment (not compulsory but customary) to induce the employee to take `voluntary' redundancy plus a payment to induce them to sign an agreement waiving their right to take legal proceedings. A failed legal case can mean that the employer must re-instate the employee. The approximate total cost of a redund​ancy to the employer tends therefore to work out at bet​ween ten and twelve months' salary for a worker paid around ITL 2 million a month (for a further example of a restructuring agreement, see news item on p.6).

Penalties for getting it wrong

An enforced reinstatement is arguably the most onerous penalty meted out under any national law for flouting procedures. Andrea Pininfarina, the head of Italian employers' organisation Confindustria recently pleaded for `clear rules: to know how much it costs to shed a job without running the risk o f a tribunal forcing the company to reinstate the worker'. In most other countries, penalties imposed for failure to implement dismissals procedures normally consist of fines (the UK and Ireland at the modest end, more expensive in Sweden) and/or a declaration that dismissals cannot take place until procedures have been fully observed - ie a delay in proceedings.

There is no general guidance which applies to operating collective dismissals procedures across the European Union, given the many variables which exist. Nevertheless, in all circumstances it would appear preferable to secure maximum agreement between employers and worker representatives  - better for those who go and better for those who stay. In addition, most companies would prefer to avoid the negative publicity a badly-handled redundancy exercise can provoke.

Source: IDS Employment Europe 458, February 2000.

For more information, visit the IDS website www.incomesdata.co.uk
Collective redundancy procedures in EU-15, 2000

	Country
	Legislation
	Definition of collective dismissal*
	Parties to be informed/consulted
	Form and content of consultation
	Timetable and individual notice periods**
	Selection criteria
	Amount of severance pay

	EU
	Directive 98/59/EC, consolidating Directives 75/129/EEC and 92/56/EEC
	Over 30 days: 10 or more dismissals in establishments with 20-99 workers; 10% in those with 100-299; 30 in those with 300+.

 Over 90 days: 20+ dismissals in any establishment. Excludes temporary contracts expiring prior to redundancy
	Employer must notify in writing 'competent public authority' and consult workers' reps' in good time. 'Reps' defined by national law or practices
	Employers obliged to consult on avoiding & mitigating dismissal via deployment training. Info. Supplied must cover: reasons for dismissal, workforce numbers/categories and numbers to be dismissed, time, scale, selection criteria, payments
	No dismissal within 30 days authority notification (can be extended to 60 days or shortened) Plus individual notice entitlements
	Competence of national legislation or practice
	Competence of member state

	Austria
	AMFG para 45a; ArbVG as amended 1/6/95
	Over 30 days; 5 in firm of 20-100; 5% in firms of 100-600; 30 in firms of 600+ 5 staff aged 50+ in any firm
	Labour Authority (30 days before any dismissal), with copy of notification sent to works council (can be set up in any establishment with 5+ staff)
	In firms with 20+ staff a 'social plan' must be drawn up, and breakdown provided of age, gender, qualifications of workers to be dismissed
	30 days, as per Directive plus statutory notice period; for white-collar 6 wks to 5 mths; for blue-collar 14 days plus CA provisions
	No statutory selection criteria
	By law staff with 3+ yrs' service entitled to payments; amounts from 2 months' pay ( 3 yrs' service) to 12 mths' pay (20-25 yrs' service)

	Belgium
	National Agreement 24; Law of 13/2/98; National Agreement 10; Royal decree 24/5/79
	Over 60 days: 10 firms of 20-99; 10% in firm of 100-300;

30 in firms of 300+.

(For purposes of right pay defined as dismissal of at least 10% of workforce or, in firms with 20-59 staff, dismissal of at least six employees)
	Employer must consult works council (firms with 100+ staff), union delegation, or staff directly. Employer confirms to labour authority that consultation conditions have been met
	As per Directive plus special consideration of training. 1998 law tightened
	30 days as per Directive plus statutory notice period: for white-collar (based on pay level) e.g. 6 mths (< 5 yrs service) to 27 mths (40 yrs' service); blue-collar 28 days (< 20 yrs service) to 112 days. Revised notice periods will apply from 1 October 2000
	Subject to consultation where no criteria specified
	(for qualifying conditions, see definition col.2) Pay = basic 4 months' pay + holiday pay + supplementary payment (= to half difference between net reference salary and unemployment benefit)

	Denmark
	Law 414 of 1/6/94 last amended 12/3/97
	Over 30 days: 10+ staff in forms with 20-99 employees, 10% in firms with 100-299 or 30+ in firms with 300+
	Employer must consult reps as soon as possible and labour market board must have copies of details relating to dismissals
	Consultations must consider moving staff to other jobs in company or retraining
	Employer must inform workers within at least 10 days of decision. Dismissals can be effected 30 days afterwards. Contractual notice ranges between 1-6 mths (white collar), 21-120 days by CA (blue-collar)


	No legal or CA selection criteria. Union reps. Enjoy special protection
	No universal statutory severance payments. For white-collar staff, by law from 1 month to 3 months pay depending on service

	Country


	Legislation


	Definition of collective dismissal*


	Parties to be informed/ consulted


	Form and content of consultation


	Timetable and individual notice periods**


	Selection criteria


	Amount of severance pay



	Finland
	Law 720/78,320/70 as amended by 1354/93
	10 dismissals in firms of 20 staff
	Employee must notify union reps. And authorities 3 mths before dismissals effected
	Consultation must consider redeployment, relocation and training
	3 mths between notification & dismissal. Statutory notice between 1 and 6 mths depends on service
	Laid down in CA. Usually considers length of service, family and company circumstances
	No statutory severance payments. Govt. currently considering the introduction of a statutory arrangement

	France
	Labour Code Art.

L.321-1

Arts L. 122,

123,132,

143
	Over 30 days:

Dismissal of 2+ staff on economic grounds, (with different procedures for <10 >10 dismissals), or dismissals in context of recovery plan or compulsory liquidation
	Employer must consult works council (firms employing 50+) or staff reps and send note first consultative meeting to labour inspectorate
	Must consider retraining; shorter or re-organising working hours, part-time work within context of a social plan. Data must be supplied before first consultative meeting and include sex and qualifications of redundant workers
	Two consultation

Meetings required with gap of 14-28 days.

Statutory notice period of 1 month (bet. 6 mths – 2 years' service) and 2 months (2+ years' service)
	Set by industry or company agreement. If not, must be discussed by works council.
	Legal minimum:

For each year of service 1/10 th of a month's pay. For staff with 10+ yrs' service as above, plus 1/15 th month's pay for each year of service over 10

	Germany


	Works Constitution Act 1952 and Protection against Dismissals Act 1969 both as amended
	Over 30 days; Dismissal on economic grounds of 5+ staff in forms of 20-59, 25+ in firms with 20-499: 30+ staff in firms with 500+ 

Excludes senior executives
	Employer must inform works council (firms of 20+) 'in good time' and forward copy to labour office
	Two sides must 'reconcile their interests' on proposed changes.

May agree a binding 'social compensation plan,. Supplied data may include gender, age, nationality of those to be dismissed.
	Works council must submit opinion to labour authorities within 15 days. No dismissal before min. 30 days of notification (as Directive). If dismissal is not effected within 90 days, procedure must re-start.

Statutory notice is bet. 1-7 mths

(service-related)
	'Social factors' must be taken into account and key staff may be excluded. Criteria in CAs or works agreement. Selection from among all comparable staff
	No individual redundancy payment entitlement – see text.

Compensation negotiated through social plan. Fall-back of up to 12 months' pay (+ extra 3 mths for over 50s with 15 yrs' service, + 6 mths' for over 55s with 20yrs' service)

	Greece


	Law 1387-83. EU has warned aspects of law fail to comply with Directive
	Over 1 month 5 dismissals in firm with 20+ workers, 2%-3% or 30 in firm with 50+
	Employer must inform workplace reps.
	Dismissals must be officially authorised if they exceed 5 in firms with 20-49, or 2.3% of workforce in larger firms
	If there is agreement, dismissals can be effected 10 days afterwards.

Notice = 1-6 mths  (white-collar), 5 60 days (blue-collar)


	Union reps, pregnant women and mothers on maternity leave are protected
	Severance as for individual termination, amount depends on job category (i.e. blue- or white-collar)

	Country


	Legislation


	Definition of collective dismissal*


	Parties to be informed/ consulted


	Form and content of consultation


	Timetable and individual notice periods**


	Selection criteria


	Amount of severance pay



	Ireland


	Protection of Employment Act 1977

EU has warned that definition of employee reps fails to comply with Directive
	Over 30 days:

5 + in firms with 21-49 employees:

10+ in firms with 50-99;

10% in firms with 100-299;

30 in firms of 300+
	Employer must consult employee reps
	As per Directive
	No time limits specified except like Directive, no dismissal earlier than 30 days after notification.

Statutory notice from 1 week (13 wks' – 2yrs' service) to 8 weeks (15+years)
	Criteria must not breach Unfair Dismissals Act (i.e. not discriminate on grounds of union activity, belief, race, age, pregnancy)
	Redundancy Payments Act 1967-1971;

Employees with 2+ yrs service have right to 1 weeks' pay + 0.5 weeks' pay for each year between 16-41 +1 weeks' pay for each year between 41-66

	Italy


	Law 223/91
	Over 120 days:

Changes in employment levels involving 5+ staff in a production unit (or 5 in several units within one province)
	Employer must inform workplace reps and industry union reps
	Within 7 days joint review of proposal which can last 45 days. Must consider alternatives to redundancies
	Dismissals must be effected within 75 days.

Individual notice governed by CA.

Involves 2+ stage procedure where-by workers are covered by lay-off provisions, and then mobility provisions (see text)
	Law unclear on criteria though must be in writing.

Redundancy plan details criteria which must take account of length of service and firm's needs
	Compensation negotiated through redundancy agreement (see text).

Faulty Procedure could mean employee reinstatement.

	Lux'

Bourg


	Law of 23 July 1993

(chapter 3)
	Over 30 days: dismissals of 7 + staff

Over 90 days: dismissals of 15 + staff
	Employer must inform worker reps (i.e. personnel reps mixed committees and signatory unions to a CA). labour admin. copy also to labour inspectorate
	Workers reps comment on proposed social plan. Must consider regarding, retraining, deployment or financial compensation
	Within 15 days, parties must report on outcome i.e. agreement partial accord or viewpoint. Dismissals cannot be effected before 75 days' notice. (individual notice bet 2-6 mths 0-30 yrs service)
	No statutory criteria. Local reps may agree criteria.
	Compensation negotiated through social plan. For any  termination after 5 years' service severance payments are due by law

	N'lands


	1976 law on dismissals, various articles of Civil Code 1999 law on flexibility and security
	Over 3 months; dismissal of 20+ staff in regional catchment area
	Employer must inform trade unions and works council (50+ staff, which must give advice before dismissal effected, and then notify the RBA (regional employment board)
	Collective agreement may specify drawing up social plan to cover payments (severance unemployment top-up). may also cover relocation, training, out-placement
	Official authorisation required for dismissals; procedure starts 1 month after notification and can be delayed if insufficient consultation.

Individual notice 1 week- 6 mths augmented by CA and increased by age


	Usually last in/first out but CA may required balanced selection between age groups. In practice still weighted towards those aged 55+
	No statutory payments.

Compensation negotiated through social plan. Payments linked to age of employee, plus unemployment top-up – both covered in CA

	Country


	Legislation


	Definition of collective dismissal*


	Parties to be informed/ consulted


	Form and content of consultation


	Timetable and individual notice periods**
	Selection criteria


	Amount of severance pay



	Portugal


	Decree-law 64-A as amended by law 32/ 99
	Over 3 months;

Dismissal of 2+ staff in firms of <50, or 5+ in firms of 50+
	Employer must inform workers' committee, TU committee or individuals potentially affected (on same date Ministry of Labour must be informed)
	Must consider lay-offs, short-time working, retraining, pre retirement
	After initial notification, 15 days allowed to negotiate and agree size and procedure for dismissal; 30 days must expire before dismissal notified. Individuals entitled to at least 60 days' notice (not usually paid in lieu
	Law protects workers' and union committee members, pregnant and breastfeeding women. Selection made at enterprise level
	1 month's pay for each (or part) year of service, minimum 3 months. Firms may agree to cut hours, or suspend contracts for 55 + yr olds & make a monthly payment until pension age

	Spain


	Act 11-94 Royal Decrees on Laws 1/95; 2/95; 43/96; 140/97
	Over 90 days:

10+ workers in firms with < 100; 10% in firms with 100-299; 30+ in firms with 300+
	Employer must inform and consult works councils (firms with 50+ staff) or union delegation plus labour market authorities, who need to authorise dismissals
	Aim to reach written agreement on means of percentage and mitigation
	Negotiations last 30 days (15 in small firms)

Local authority must authorise after talks end.

Individual notice: 2 months (1-2 yrs' service) 3 mths (2+ yrs'), 3 mths (executives)
	Works council and union members protected. No criteria specified
	Minimum 20 days' pay per year of service (40% reimbursed in small firms < 25 staff)

	Sweden


	SFS 1974:13

Last amended 1996

(MBL) SFS 1976: 580 last amended 1994: (LAS) SFS 1982: 80 last amended 1996
	Over 90 days:  

20+ workers or more than 5 workers at ant one time
	Employer must inform local trade union and Labour Board at least 2 months (<25 dismissals), 4 months (26-100) or 6 months (100+ dismissals) in advance
	By law negotiations must take place with unions; avoidance and relocation have to be considered
	Consultation wit unions 2-6 months in advance depending on number of dismissals. Individual notified 14 days before dismissal notice issued.

Individual notice 1-6 months depending on date hired, age and length of service
	By law last in / first out applies. Where length of service the same, older staff have priority to continue job.

Union reps may be protected. By CA local parties can agree other criteria
	No statutory redundancy payments.

Early retirement allowed from 61 

	UK


	TURLA 1992 and Collective Redundancy & Transfer of Undertakings Regulations 

SI 1999 / 1925 and  1995/2587 
	Over 90 days dismissal of 20+ staff at a single establishment
	Employer must hold consultation with 'recognised unions' or other existing reps
	Measures which may be considered include natural wastage, redeployment, suspending recruitment, reducing overtime, reviewing use of temporary staff. If avoidable focus on payments, careers and training advice
	No set timescale but case law insists on 'meaningful consultation' before notices sent out. Staff entitled to contractual or statutory notice or pay in lieu = to 1 wk (1 mth-2yrs' service) to 12 wks (12+years')
	Selection on basis of trade union, race, sex deemed unfair. Last in / first out used but factors such as absence, lateness and health may be considered provided grounds are objective
	Statutory redundancy pay = half week's pay per yr of service (between ages 18-21), one week per year (service between ages 22-40); 1.5 weeks' (between ages 41-65) up to a limit of 20 years service


Sources: National sources, IDS

* We have used the term 'firm' instead of establishment for the purpose of brevity

 ** This refers to statutory notice; periods under collective agreement or individual contract may be longer

Source: IDS Employment Europe 458, February 2000.

For more information, visit the IDS website www.incomesdata.co.uk
Appendix 3:

The National Pensions Reserve Fund

Although Ireland is facing similar demographic issues to other European countries the fact that the ageing of the population will occur later than the European average means that a prefunding mechanism put in place now will have time to accumulate significant funds before the worst of the ageing problem begins to bite. The Fund will help to smooth the Exchequer burden arising from additional pension commitments and will ensure that this burden will peak at a lower level than would otherwise be the case. .

The Government is statutorily required to make a contribution of 1% of GNP to the Fund each year to part-prefund future pension liabilities.  It may also make additional contributions to the Fund where circumstances allow.  The Government has already allocated moneys including the net proceeds of the sale of the former Telecom Eireann to kickstart the Fund. As of end 2001 the total value of moneys standing to the credit of the Fund was €7,715m (6.7% of GDP).

The assets of the Reserve Fund will be drawn down by future Ministers for Finance commencing in 2025 until at least 2055.  The size of these drawdowns will increase in line with the growth in the percentage of over 65s in the population.   

The Fund is controlled and managed by a seven member Commission which is independent of Government and has discretionary authority to determine and implement an investment strategy for the Fund in order to obtain the optimal financial return, subject to prudent risk management.  The legislation does not set any specific limits as to the types of assets which the Fund may hold nor to the geographical location of these assets.  This structure is designed to enable the Fund achieve the same return as private pension funds.  

The extent to which the National Pensions Reserve Fund will contribute to meeting the increased cost of pensions in the long-term depends on a number of factors, principally:

the extent of the additional payments into the Fund on top of the annual 1% of GNP; 

the return the Fund achieves on its investments; and

the period of time over which the Fund is required.

Any projection for the eventual size of the fund must of course be extremely tentative given all the variables involved.  However, assuming a 2% equity risk premium the Fund is projected to  reach 43.5% of GNP by 2025, the first year in which drawdowns may commence.  It should be noted that the Fund should continue to grow in size for some years after 2025 as net inflows are likely to exceed net outflows during the early years of drawdown.  

It is not possible to say at this stage when the Fund will no longer be needed.  The                                       demographic forecasts do not go beyond mid century when it is estimated that there will be one retired person for every two persons of working age. It is likely to take some years, if not decades after this before the age dependency ratio stabilises and the Fund is no longer required.  Consequently, the National Pensions Reserve Fund Act does not contain a detailed actuarial formula which would set a precise method for calculating withdrawals from the Fund based on demography. Instead, it stipulates that such a formula is to be laid down by Ministerial rules. It is envisaged that these rules will be derived closer to 2025 when we will be in a much better position to make demographic projections for the 2060s and 2070s.  It should also be noted that the National Pensions Reserve Fund Act also provides for the regular assessment of the State's long-term pension liabilities and of the capacity of the Fund to meet these liabilities.  It will be a matter for future Governments to monitor this relationship and to take appropriate action.
Appendix 4:

Statistics on Redundancy notifications

Cumulative comparison 2002 vs 2001


[image: image1.wmf]0

5000

10000

15000

20000

25000

2001

2002

2001

1424

2476

3970

5761

7389

9017

11017

12523

14021

15761

18399

19828

2002

1928

4025

5663

8255

11573

13803

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

Percent change  35.4%   62.6%   42.6%  43.3%  56.6%   53.1%

Monthly comparison 2002 vs 2001


[image: image2.wmf]0

1000

2000

3000

4000

2001

2002

2001

1424

1052

1494

1791

1628

1628

2000

1506

1498

1740

2638

1429

2002

1928

2097

1638

2592

3318

2230

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

Percent change           35.4%   99.3%    9.6%   44.7%  103.8%   37%

Annual Totals 1980 to 2001

[image: image3.wmf]0

10000

20000

30000

40000

Notified 

14664

26334

31290

22790

23037

13292

16687

18207

18238

15224

13246

13008

11780

12893

13664

13316

19828

1980

1982

1984

1986

1988

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001


Appendix 5:

Tables on the costs of increasing the multiple while retaining the bonus week
ALL THE FOLLOWING TABLES SHOW ADDITIONAL COSTS

RETAIN BONUS WEEK

1. Additional Costs in 2001 if service were counted as one week per year of service and the bonus week was retained (see Table 3.9)
	Additional costs
	Lump sums (€m)
	Rebates (€m)
	Totals (€m)

	Gross cost employers
	0
	16.9
	16.9

	Cost SIF
	2.6
	10.1
	12.7

	Net cost employers
	0
	6.8
	6.8


Source: DETE analysis, based on 2001 paid claims.  See section 1.4

2. Additional Costs in 2001 if service were counted as two weeks per year of service and the bonus week was retained
	Costs in 2001
	Lump sums (€m)
	Rebates (€m)
	Totals (€m)

	Gross cost employers
	0
	66.6
	66.6

	Cost SIF
	10.4
	40
	50.4

	Net cost employers
	0
	26.6
	26.6


Source: DETE analysis, based on 2001 paid claims.  See section 1.4

3. Additional Costs in 2001 if service were counted as three weeks per year of service and the bonus week was retained
	Costs in 2001
	Lump sums (€m)
	Rebates (€m)
	Totals (€m)

	Gross cost employers
	0
	116.3
	116.3

	Cost SIF
	18.2
	69.9
	88.1

	Net cost employers
	0
	46.4
	46.4


Source: DETE analysis, based on 2001 paid claims.  See section 1.4

Appendix 6:

Analysis of severance packages in 2001

PICTORIAL VIEW OF SEVERANCE AGREEMENTS: JANUARY – DECEMBER 2001

	SECTOR
	HIGH
	LOW
	GENERAL

	Food, Drink & Tobacco

(21 Companies)


	6 weeks pay (pys) plus SE
	SE only (1 company)
	In most cases two to four weeks plus statutory, with some larger firms offering five to six weeks.

	Building and Construction

(12 Companies)


	6.5 weeks pay (pys) plus SE
	SE plus 60% rebate
	Most of the redundancies were small-scale, with the exception of the 'comfort' payments agreed for workers at the Intel Fab 14 site.

	Computers, Electronics, Data Processing

(17 companies)


	8 weeks pay (pys) plus SE
	4 weeks pay (pys) plus SE
	Overall settlements were between four and six weeks plus statutory, with the exception of Xerox which paid eight weeks plus statutory.

	Clothing Textiles

(9 companies)


	4 weeks pay (pys) plus SE plus €95 (pys)
	SE only (1company)
	Many of the settlements were in the three to four weeks plus statutory range.

	Distribution, Transport

(7 companies)


	6 weeks pay (pys) plus SE, plus a loyalty payment of three weeks pay for those under 10 years service & 6 weeks for those over 15 years service.
	1 weeks pay (pys) plus SE
	Four to six weeks plus SE

	Metals and Engineering

(21 companies)


	6.5 weeks pay (pys) plus SE
	SE only paid by company
	Most tended to be between four and six weeks plus statutory, with some exceptions.

	Pharmaceutical, Chemicals, Healthcare

(15 Companies)


	7 weeks pay plus SE
	SE plus 60% rebate
	Terms ranged from five to six weeks plus statutory in most cases. Settlements in the chemicals and plastics sector were somewhat lower.

	Financial Services

(9 Companies)


	Under 50 1 year's salary plus €9,523 per child in full time education also four years added to pension. 50+ get €25,395 flat lump sum
	3 weeks (pys) plus SE
	Packages tended to be between three to four weeks plus statutory.

	Printing, Packaging & Publishing

(4 Companies)


	6 weeks (pys) plus SE
	3 weeks (pys) plus SE
	N/A

	Miscellaneous

(2 companies)


	4 weeks pay (pys) plus SE, plus extra lump sum.
	4 weeks pay (pys) plus SE
	N/A


Source: Industrial Relations News, 21 February 2002

Appendix 7:

Sections of the Redundancy Acts that may be affected

References are to the possibilities discussed in Chapter 3.

3.1
Treatment of older workers

1967 Act, Section 4(i)

1979 Act, Section 5

3.2
Insurability requirement

Removal of the insurability condition (and the cap on age) could affect the definition of employee (whether or not an employer-employee relationship exists, contract of service);  amendments might be required to1967 Act, Section 2.  Also, 1967 Act, Section 4(i) and 1979 Act, Section 5

3.3
Ceiling on wages

Section 4(3) of 1979 Act.  Changes to the ceiling are made by Statutory Instrument.

3.4
Qualification period

1967 Act, Section 7(5)

3.5
Determination of weekly pay

1967 Act, Schedule 3, Paragraphs 16(i)-(vi) and 17-20

3.6
Non reckonable service

1967 Act, Schedule 3, Paragraph 5(i) and 7-12.

3.7
Rounding up and down

1967 Act, Schedule 3, Paragraphs 3(c) and 3 (d)

3.8
Employees working abroad

1967 Act, Section 25

3.9
Forms used in the administration of the scheme

1967 Act, Sections 17-18

3.10
Fines and penalties

The following legislation deals with fines:

1967 Act Sections 17, 18, 36(3), 39(17)(e), 58

1979 Act, Section 18

Redundancy (Inspection of Records Regulations) (S.I. 1968 No. 12), Regulation 5

3.11
Computer system

No legislative change required

3.12
Link between redundancy and training

No legislative change required

3.13
Differentiation between under 41 and over 41 years

1967 Act, Schedule 3, Paragraphs 1(a) and 1(b), as amended by 1971 Act, Section 19

3.14
Multiple of weekly pay

1967 Act, Schedule 3, Paragraphs 1(a) and 1(b), as amended by 1971 Act, Section 19

3.15
Size of the rebate to the employer

1967 Act, Section 29(1) as amended by 1979 Act, Section 6.

3.16
Provision of an enhanced statutory amount where employers fail to make statutory redundancy payments
	1967 Act, Schedule 3, Paragraphs 1(a) and 1(b), as amended by 1971 Act, Section 19
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