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 INTRODUCTION

Aim

In December 2001 the Scottish Executive commissioned IRS Research to conduct research into practice relating to large scale redundancies in Europe. The aim of the research was to inform the development of the Executive’s Partnership Action for Continuing Employment (PACE) initiative. The project’s objectives were to:

· Describe practice in dealing with potential and actual redundancy situations in other, comparable, European countries; and

· Identify good practice which will contribute to the development of the Partnership Action for Continuing Employment.

What is PACE?

Partnership Action for Continuing Employment [PACE] was launched by the Scottish Executive in March 2000. It put in place a national framework, the purpose of which was to enable a consistent local partnership approach to deal with companies in difficulties. Key features of the framework are as follows:

· It provides a checklist of actions that should be undertaken by local partnerships in each area on an ongoing basis. A key principle of PACE is that partnership structures are in place so that action in response to potential job loss can take place at an early stage and thus be more effective. 

· Local Response Teams (LRTs) have been set up in each local enterprise company (LEC) area in Scotland and contingency plans agreed by all partners. The idea is that, should a company face difficulties, the local partnerships are ready to offer the necessary support and advice to overcome those difficulties. The membership of the LRTs varies in each area. However the key agencies are seen as: the LEC, the local authority and Jobcentre Plus. 

· The kind of support offered by LRTs to employees when company difficulties result in redundancy is tailored to meet the individual needs of those affected and can include: job centre services, access to training, advocacy and representation on welfare benefits and one-to one advice on career development and opportunities. 

Research Approach

Five countries were identified by IRS Research as having a range of economic, industrial relations and regulatory contexts for the research. These were France, Germany, Italy, Ireland and Sweden. A researcher in each of the countries was supplied with a detailed questionnaire that asked about activity on large-scale redundancies in their country. The correspondents drew on local information sources and their own local networks of contacts to compile their responses.

Lessons learned

The research found that nothing on the scale of the Scottish PACE initiative exists in France, Germany, Ireland, Italy or Sweden. So, while across Scotland established structures are in place to help companies in economic difficulties and workers who are facing redundancy, nothing as comprehensive is available in any of the other countries. However, a number of smaller-scale arrangements exist, from which it is possible to draw lessons for PACE.
EXECUTIVE SUMMARY

The research found that:

· PACE is unique in providing an ongoing national framework for dealing with redundancy threats and actual redundancies at local level.

· In the other European countries in this study coverage of structures capable of being proactive in cases of threats of large-scale job loss is limited to a minority of sectors or regions.

· Partnerships use a wide range of funding sources to enable their work in dealing with large-scale redundancies including funding from the state, from employers, from funds set up by employers and trade unions and from the EU.

· A number of partnerships were found where the employer making redundancies contributed considerable financial resources to helping former employees return to full-time employment.

· The use of specialist organisations with expertise in the area of retraining and labour market re-entry for redundant workers has helped partnerships dealing with large-scale redundancies to access European funding.

· Local networks and local knowledge are key assets in ensuring the return to the labour market of redundant workers.

· Partnerships that include teams with diverse expertise and a range of networks seem to be particularly effective.

· Measures to prevent workers from moving from redundancy straight into unemployment and which enable them to retrain and review career options have been found to be useful in several of the countries.

EU OVERVIEW

Economic Background

The preservation of jobs and the creation of employment have, for the past five years, been among the key goals of the European Commission and the European Council, which is made up of representatives of the governments of EU member states. The goal of full employment is a stated aim of the EU and is included in the latest amendments to the Treaty establishing the European Community, as set out in the Treaty of Amsterdam, which came into force on 1 May 1999. The Amsterdam Treaty also put into place the so-called “European employment strategy”. This strategy is based on encouraging member states to pursue active labour market policies – encouraging skills development, training and redeployment – with a particular emphasis on helping young people and long-term unemployed people to gain a foothold in the labour market. 

This strategy has now been in place since the autumn of 1997 (EU ministers decided to begin the strategy ahead of the formal coming into force of the Treaty of Amsterdam) and there are signs that general employment levels have increased markedly in Europe over the past five years. Table 1 below shows seasonally-adjusted unemployment rates in EU member states in September 1997, when the strategy was launched, and January 2002. The average rate of unemployment in each member state has decreased over that time, and the average EU rate has fallen from 10.6% in September 1997 to 7.7% in January 2002. 

Table 1: Seasonally-adjusted unemployment rates in EU member states, September 1997 and January 2002

Country
Unemployment rate, September 1997
Unemployment rate, January 2002

Austria
4.5%
3.9%

Belgium
9.5%
6.7%

Denmark
5.8%
4.2% (December 2001)

Finland
13.0%
9.3%

France
12.6%
9.0%

Germany
10.0%
8.1%

Ireland
10.0%
4.2%

Italy
12.1% (July 1997)
9.3% (October 2001)

Luxembourg
3.7%
2.6%

Netherlands
5.4% (August 1997)
2.4% (December 2001)

Portugal
6.1%
4.3%

Spain
19.9%
12.8%

Sweden
9.8%
5.2%

United Kingdom
7.2%
5.1% (November 2001)

EU average
10.6%
7.7%

Source: Eurostat.

However, the EU enjoyed something of an economic boom over the past five years, which has without doubt contributed to the significant decrease in unemployment over the past few years. There is no guarantee that unemployment will continue to fall in the current rather more uncertain economic climate, particularly given extensive company restructuring, often involving redundancies, in virtually all EU member states. 

Review of the legal background

In this report, we review the arrangements for dealing with large scale collective redundancies
 in five EU member states: France, Germany, Ireland, Italy and Sweden. With the exception of Ireland, large scale collective redundancies are considerably more regulated in the countries studied than in Scotland. Nevertheless, examples of partnership activities which are relevant to PACE were found in each of the five comparison countries.

All EU member states, including the UK, must comply with the provisions of a range of EU Directives which contain a number of employer obligations and set out employees’ rights in the event of restructuring. The two main pieces of EU legislation in this area are:

· Directive 2001/23/EC of 12 March 2001 on the approximation of the laws of the Member States relating to the safeguarding of employees' rights in the event of transfers of undertakings, businesses or parts of undertakings or businesses, which amended and updated the original Directive (77/187/EEC of 14 February 1977); and

· Directive 98/59/EC of 20 July 1998 on the approximation of the laws of the Member States relating to collective redundancies, which amended and updated the original Directive (75/129/EEC of 17 February 1975).

The Directive relating to transfers of undertakings basically requires both the transferor and the transferee of the business which is being transferred to inform employee representatives (or employees themselves) of: 

· the date or proposed date of the transfer; 

· the reasons for the transfer; the legal, economic and social implication of the transfer for the employees; and 

· any measures envisaged in relation to the employees. 

Such information must be given “in good time”. Similarly, any consultation by either the transferor or the transferee with regard to measures in relation to employees must be carried out in good time, with a view to reaching an agreement.

The Directive relating to collective redundancies requires employers to inform and consult the workforce, through employee representatives, when considering making collective redundancies. These consultations should cover ways and means of avoiding collective redundancies or reducing the number of workers affected by the redundancies, and ways of mitigating the consequences. Issues such as retraining and redeployment should be discussed. Employers must supply worker representatives with “all relevant information” in order to enable them to make constructive proposals. In any event, the employer should give in writing the reasons for the redundancies, the number of workers to be made redundant, the number of workers normally employed, and the time scale over which the employer proposes to make the redundancies. The employer must also forward a copy of all these written communications to the competent public authority.

Further rights of the workforce to be informed and consulted about changes to the structure of the business, employment and related issues are contained in the 1994 European Works Councils Directive and the newly-adopted (February 2002) Directive establishing a general framework for information and consultation throughout Europe.

How EU law has been applied in each of the EU member states

Many EU member states take very seriously the issue of the social consequences of restructuring and job losses and therefore have in place a statutory framework designed to cushion the social effects. This framework often goes beyond the requirements of EU law – in France, for example, there is a very strict timetable governing employer obligations to notify the public authorities and to inform and consult the workforce. Individual letters of dismissal cannot go out until the correct procedure has been observed. This legislation has recently been strengthened, essentially providing for more time for a discussion on alternatives to redundancy to take place between the employer and employee representatives, with either party having the right to call in a mediator if the negotiations stall. In Germany, the law provides a comprehensive framework of notification obligations, including a requirement for the employer to come to an agreement with employee representatives on the content of the “social plan” which contains measures designed to cushion the effects of restructuring. In Italy, employees being made redundant are not officially classed as unemployed straight away. Instead, they have a special status, receiving state benefits and support in finding alternative employment.
So, the main ways in which some or all of the statutory frameworks differ from that in Scotland are:

· Greater trade union or other employee representative rights to consultation and to negotiation over redundancies

· Greater employer obligations towards those that they make redundant 

· Special legal status for workers laid-off by their employers

· State funding to cushion the impact of redundancies

FINDINGS OF THE RESEARCH

Existing structures to anticipate or address the consequences of collective redundancies

No national initiatives were identified elsewhere which were as comprehensive as PACE. However Germany, Sweden and Italy all had examples of structures with which it is possible to make some comparisons.

In Germany there is a national forum involving national trade unions, employers and state institutions to discuss labour market issues. Within the context of this forum, in one Land (area) of Germany – Nordrhein-Westfalen, which has a population of 19 million people – the social partners have been meeting since 1998 to discuss job security, and have established structures with similarities to PACE Local Response Teams. However, the two key aspects of PACE - preventing and minimising redundancies and addressing the needs of redundant workers - are dealt with by two separate bodies. In 20 regions, “crisis networks” have been established to help companies in economic difficulties by offering advice and financial assistance. “Crisis network points” provide a regional network to provide practical help to small employers and to act as early warning systems. Participants in the network are local representatives of trade unions, employers, labour market administrative authorities, trade organisations and economic development bodies. In 30 regions, “competency networks” have been established to help redundant employees. As a result of these initiatives, five regions have stable on-going structures. One of the case studies in this report is of the network established in the town of Dortmund.

Sweden has seen two recent developments which may lead to networks along the lines of PACE. Regional labour market authorities are encouraging the setting up of local networks of employers, trade unions and public bodies, which are having some success in developing alternative employment opportunities for redundant workers. In addition, there is increasing local activity in some areas, with local social partners and labour market authorities working together to increase the diversity of the local economy, thereby making it less vulnerable to the failure of a particular large enterprise.

In Italy, ongoing structures tend to be bilateral, with the assistance of public bodies being called upon, rather than forming part of the original partnerships. Various collective agreements include permanent bilateral arrangements between employers’ organisations and trade union bodies who work together to promote new business initiatives in areas hit by significant job loss. It is normal for both sides to second staff to these bodies, as required. They work with the companies to help them to avoid or minimise redundancies and to promote access to retraining and re-entry to the labour market for their employees. These joint bodies typically work with public bodies to provide support for redundant workers in the form of access to funding and assistance with documentation.

In addition, the Italian banking sector has specific structures in place to monitor the economy for early warnings of any potential economic difficulties. These meet at least twice a year and comprise equal numbers of trade union and employer representatives. A shared database is managed by the employer representatives. 

Activities in the case of actual redundancy threats

In France, recent amendments to the law provide for the setting-up of a “concertation” forum at local level when there are major redundancy threats. The aim of the forum is to increase local employment. It is comprised of a local government representative, the employer (although they are not obliged to participate), trade union representatives and any other interested parties. Employers with between 50 and 1,000 employees who are considering making redundancies which would have major local employment impact are encouraged to attend but have no obligation to finance any of the measures proposed by the forum. However, employers of more than 1,000 employees have a statutory duty to create alternative employment in an area where they are planning to shut part or all of a site, or alternatively make payments into a public fund to support job creation.

The case study of naval construction firm Atelier et Chantiers du Havre (ACH) is an example where local trade unions led the campaign to put in place provisions to help redundant workers. A committee comprising trade unions, consultant organisations, local authorities and state representatives then met regularly to monitor progress. In both cases specialist, private sector agencies were used, in the first case to create new jobs and in the second case to retrain the redundant workers.

Partnership activity to deal with collective redundancies in Sweden commonly takes the form of two models. The first follows a pattern established to deal with redundancies at Sweden’s largest corporation, the telecommunications group Ericsson. This comprises two key elements: plant-level negotiations to minimise redundancies and the use, prompted by the county Labour Market Board in agreement with company and unions, of a manpower company to provide ongoing employment, career planning and job search for redundant workers.

The second model – the so-called Söderhamn Model – was designed to address major public sector job loss. This was led by a Government committee who had a national lobbying role and brought together local actors into partnerships to encourage new enterprises into the region.

The German case study describes two waves of redundancies. The second of these involved the transfer of redundant workers into a specially set up “transfer” company, with funding from the employer, the state and the European Social Fund, along with the use of a local authority-owned company to lead the process of outplacement for the workers, including finding funding.

The role of trade unions and other major actors

This report describes a range of partnership arrangements to address large-scale redundancies. In Sweden, Germany and France in particular, the vital role of the state is clear, with the national government stepping in to attempt to mitigate the consequences of major high-profile collective redundancies. However, one key to network efficiency in finding alternative work for redundant workers seems to be the involvement of local and regional bodies. The active role taken by trade unions in countries where their negotiating role is supported by legislation also appears to have been an important impetus to employers to take responsibility for workers who are made redundant, beyond that of providing severance payments. 

In a number of countries, particularly France and Germany, workplace-level elected employee representatives (as distinct from trade union representatives) play a key role in negotiating the retraining and redeployment measures contained in plans which companies must, by law, draw up in an attempt to cushion the social effects of large-scale redundancies. In Germany, the input and agreement of employee representatives at workplace level is vital as the employer cannot act unilaterally in this area.

In addition, there is one major group of actors who appear central to effective partnership action in collective redundancy situations in France, Germany, Italy and Sweden. These are separate manpower agencies or companies with the time, expertise and networks to assist in the reskilling of redundant workers, to help in their job search and to seek and obtain the necessary funding for such activities.

Proactive approaches

Much of the activity in relation to large-scale redundancies described in this report is essentially reactive. However the research did uncover some structures geared at acting to anticipate and to work to prevent redundancies. These include the crisis network points established in some parts of Nordrhein-Westfalen, in Germany and the national observatory set up by the banking sector in Italy. In addition, in Sweden the social partners and local state agencies in economically-vulnerable parts of the country are working together to bring in new business and reduce dependence on a single employer or employment sector. 

Key interventions

The case studies at the end of this report give an indication of the range of interventions being used by partnerships in Europe to minimise the impact of collective redundancies. These include:

· The search for replacement industries (GSI)

· Providing workers with guaranteed earnings and employed status whilst being retrained post-redundancy (Ericsson)

· Providing retraining for redundant workers, including individual training budgets (ACH)

· The identification of specific suitable alternative employment opportunities for individuals (ACH)

· The use of specialist manpower companies to assist workers in retraining and re-entering the labour market (Bündel; Ericsson)

· Providing outplacement and job search assistance on site (GSI)

Methods of monitoring and evaluation

In all the member states that were studied, arrangements for monitoring and evaluating the impact of partnership initiatives in cases of large scale redundancies were found to be patchy, partly because it is difficult to separate the impact of the networks from that of other associations. 

As already indicated, Germany supplies an example of an arrangement which is most similar to PACE, although with separate bodies addressing measures to predict and prevent redundancies on the one hand, and to deal with the consequences of redundancies, on the other. Success is assessed in terms of numbers of firms contacted to provide advice on “transfer” arrangements to minimise job loss.

In the case of specific redundancy situations, evaluation is typically based on an assessment of the numbers of redundant employees who subsequently find employment. In Sweden the Söderhamn Model has been subject to a major evaluation study which was in the process of being published at the time of this research. This evaluation is in terms of alternative jobs created and also the degree to which the local economy has moved away from dependence on a single major employer by attracting new enterprises into the area.

Funding activity in respect of large scale redundancies

Five sources of funding are used by the social partners to pay for activity in respect of large-scale redundancies: 

· the employer involved in making the redundancies; 

· the employee in the form of pay cuts; 

· sectorally-based funds established by the social partners; 

· the state; and 

· the European Social Fund.

The employer. In France, legislation places a commitment on large employers to fund the search for alternative employment and the retraining of redundant workers. In Sweden, the model applied in the Ericsson case study involves an ongoing financial commitment to redundant employees on the part of the employer, enabling workers’ employment by a manpower company and their preparation for jobs in other organisations. In Ireland also, as the GSI case study indicates, some companies involved in plant closure provide funds to assist in the return of redundant workers to the labour market, GSI, which was closing one of its sites, provided funding and other assistance in the search for alternative business and also funded the Employment Resource Centre which was established at the plant. This was up and running a week after the closure announcement and operated at a total cost to the company of €317,500 (IR£250,000).

The employee. So-called “solidarity contracts” in Italy which are governed by Italian employment law, involve short-term reduction in working hours to help employers overcome temporary economic difficulties. Employees wages are reduced in line with the reduction in working hours, and so they bear some of the financial burden of this job protection measure, although some of the lost pay is made up by the state.

Bilateral bodies. In Sweden, bilateral bodies established by the social partners are available to help in the retraining and remployment of redundant workers. The main one applies to white-collar workers in private industry and is called the job protection council (Trygghetsrådet). This is a negotiated body which can give help in addition to that provided by the unemployment insurance system and the state placement services. This council has a regional administration of counsellors who plan new careers for redundant white-collar workers, including new business start-ups. The council can also finance extended individual education and training programmes. Its funding is on the basis of 0.3% of a company’s payroll. 

Similarly, in Italy bilaterally negotiated “area contracts” have been agreed between national employers’ organisations and labour confederations in areas which are in crisis as the result of the failure of formerly state-owned firms. Bilateral bodies are established and funding for their activities – including minimising redundancies and promoting retraining and re-entry into the labour market – comes from employers’ organisations based on a proportion of payroll costs.

The state. In all five countries studied there were also extensive examples of State funding of activities to prevent redundancies or to mitigate their impact. In some cases these are ongoing arrangements funded by social security payments by employers and employees. These include the Wage Guaruntee Funds in Italy under which employees subject to restructuring can have their salary covered by the state for a period designed to provide a “breathing space” for the employer and so delay or prevent the need for formal redundancies. In Germany, subsidies are available from the federal employment fund to encourage social partners who are drawing up plans in relation to redundancy situations to include “active” measures designed to improve employees’ chances of finding work. German state funding is also available to cover periods of short-time working.

In addition, this research found examples in most of the countries of injections of major state funding to areas in crisis following the failure of an important local employer. For example, in France at the beginning of February 2002, an agreement to revitalise the sites affected by the closure of the Moulinex factories was signed at the préfecture of the département of Calvados by representatives of the state and local authorities. Under this agreement, the state will provide a total of Eur30.49 million, regional authorities Eur30.49 million and local authorities Eur34.19 million of financial aid over three years. An inter-ministerial panel has chosen two specialist employment consultant companies to facilitate the “reindustrialisation” of the area – Sofirem Conseil will aim to create 2,300 jobs in the Calvados département, while Geris Consultants will aim to create 1,300 jobs in the Orne département. 

European Social Fund. Finally, the use of specialist organisations with expertise in the area of retraining and labour market re-entry for redundant workers, has helped partnerships dealing with large-scale redundancies to access European funding. For example funding for retraining of the workers in the German case study (Bündel) was obtained from the European Social Fund BA programme. European funding is also accessed by the bilateral bodies in Italy responsible for area contracts.

What is seen to work

In the case of the networks identified in Germany, the success of one  local arrangement has been largely attributed to two factors:

· The diverse nature of the participants, which includes those with good contacts at workplace level; specialists such as labour market researchers; and those who know how state subsidy mechanisms work; and

· The ongoing nature of the structure, meaning that knowledge, experience and contacts are developed and built upon, rather than being lost once a particular redundancy situation has passed. 

In the case of the partnership activity in actual redundancy situations described in this report, success factors identified include:

· The existence of existing networks of firms (as in some areas in Sweden) with established skills needs able to identify how the redundant workforce will meet their needs

· Measures to prevent workers from moving from redundancy straight into unemployment and enable them to retrain and review career options (in Germany, Italy and Sweden)

· Regular monitoring of progress by those involved in the partnership (in France)

· Support and leadership at national government level (for example in France and Sweden)

· The use of specialist out-placement companies or agencies to provide workers with support in retraining and job search (France, Italy, Germany, Sweden)

· The use of state and other funds, including the European Social Fund, to finance these activities

· The involvement of local-level actors (in the case of Germany), who found ways to get around some inflexibility of the state funding system.

CONCLUSIONS

It is clear from the research carried out in France, Germany, Ireland, Italy and Sweden, that nothing on the scale of the Scottish PACE initiative exists in these countries. Nevertheless, a number of similar arrangements are in place, albeit on a smaller scale, from which PACE can learn. 

Successful initiatives involve a diverse range of participants, including, crucially, those with local experience and those with experience of how bureaucracy works. It would therefore seem to be important to include these types of participant in future initiatives.

Funding is another key element. Some initiatives, (for example the case study in Germany), make use of European Social Fund. In the German case this made a real difference to the quality of the reskilling and retraining measures available for redundant workers. The support of the state in funding a range of retraining measures is also crucial, as is the role of the employer in providing resources and maintaining premises for use, even after formal closure in terms of production or services.

Where external training is provided, the organisations must be skilled and competent providers. The value of highly-skilled trainers was shown in the German and Swedish cases, where the external providers involved had a range of key skills and expertise. Once retraining initiatives are in place, it is important that the structures are monitored on a regular basis to ensure effectiveness and assess the success of the measures. 

APPENDIX 1

ACTION IN CASES OF LARGE SCALE REDUNDANCIES IN:

· FRANCE

· GERMANY

· IRELAND

· ITALY

· SWEDEN

FRANCE

In France, collective dismissals are closely regulated by an extensive body of legislation covering all aspects of the redundancy process, from the announcement of the intention to make redundancies through to the final provisions.

A number of high profile large scale redundancies announced as the result of the restructuring plans of companies such as Danone, Moulinex and Marks & Spencer led directly to the French government drafting tighter redundancy provisions, which came into force in January 2002. This new law aimed to reduce the social consequences of restructuring. It increased protection against redundancy for employees, improved employee representatives’ rights of intervention and involvement in the redundancy process and placed obligations on some employers to minimise redundancies and to seek means to find alternative employment for employees who are made redundant

Key features of the approach to dealing with collective redundancies in France are:

· Strong involvement of employee representatives in the redundancy process, based largely around the issue of drawing up a plan to cushion the social effects of redundancies. However, trade unions have rights of information and consultation rather than codetermination.

· Structures at local level, created recently, to support efforts to create jobs and regenerate regions. These structures involve the social partners and are convened when redundancies are announced.

· Obligations on employers to provide for, and to finance, retraining and redeployment of their redundant workers. Larger companies must contribute financially to regeneration measures agreed by local structures.

French legislation specifies in detail the steps which the employer must take at each stage of the restructuring and/or redundancy process. This involves notification of the relevant authorities and a series of meetings with employee representatives for the purposes of information and consultation.
Minimising redundancies and reskilling workers

Employers may not make any redundancies until they have complied with legal obligations relating to training and “readaptability” of the employees concerned. For example there is a legal obligation upon employers who employ at least 1,000 employees to offer “retraining leave” (congé de reclassement) to all employees threatened with redundancy, regardless of how many redundancies the employer proposes to make. 

In addition, employees who are to be made redundant must have been offered alternative employment elsewhere in the company or group where possible. This can be either to a similar job at the same grade, or, where the employee agrees, a job with inferior status. 

In cases where the company employs at least 50 people and the employer plans to make at least 10 employees redundant over a period of 30 days, a “job safeguarding plan” must be drawn up in consultation with workforce representatives. The plan must contain the following measures:

· action taken to regrade and reposition employees in order to avoid redundancies;

· any creation of new jobs at the company;

· action taken to place employees outside the company;

· action taken to support employees in obtaining skills and competencies;

· any training measures, including validation of informal training and work experience;

· measures taken to reduce or reorganise working time, in addition to any attempts to reduce overtime working. In particular, if working time is above 35 hours a week or 1,600 hours a year at the company, efforts should be made to introduce a 35-hour week, in accordance with the 35-hour week legislation, as a means of safeguarding jobs
. 

Partnership action to promote employment

The new redundancy legislation (see above) strengthened the joint framework aimed at promoting employment in areas facing job loss. This is a process which is put into place after redundancies have been announced, rather than a standing forum. 

The law provides for the setting up of a “local concertation forum”, which brings together local-level social partners to debate ways in which to increase employment in the local areas. Employers with between 50 and 1,000 employees and which are considering making redundancies that would have a significant effect on employment in a particular area are invited to participate. However, these employers are under no obligation to finance any measures which may be debated in these forums.

The law places particular obligations on larger companies with over 1,000 employees. These companies, if they are planning the partial or total closure of a site, are obliged to contribute to the creation of jobs and the development of employment in their area. They can either do this by means of action taken themselves, or by financing action taken by local bodies. 
GERMANY

In Germany collective dismissals are regulated by a comprehensive legal framework obliging employers to work with employee representatives to reach agreement on handling redundancies in a socially responsible way. Thus, employee representatives, in the form of works councils in the workplace, have significant involvement in the handling of large scale redundancies.

As unemployment is relatively high in Germany in comparison with most other EU member states, there is considerable public emphasis on attempting to redeploy and retrain redundant workers. 

Key features of the German approach to dealing with collective redundancies are:

· a legal framework regulating the redundancy process and the drawing up of a social plan
 to mitigate the effects of redundancy;

· strong involvement of employee representatives in the process of drawing up the social plan. The employer has no right to unilateral action in this area;

· a range of state financial subsidies on offer to encourage the employer and the works council to include “active” labour market provisions in the social plan, in preference to large severance packages; 

· a specific state-supported scheme allowing redundant employees to improve their job-seeking skills and general competencies while receiving state benefit, but not being classed as officially unemployed; and

· strong social partner involvement in employment preservation at both national level, in the form of the Alliance for Jobs initiative, and at sectoral level in the form of the negotiation of job security clauses allowing firms to reduce working time temporarily in order to safeguard jobs under threat.

There is a legislative framework governing in detail many aspects of the collective redundancy process. The Works Constitution Act obliges the employer to inform “in good time and extensively” and consult the works council (the elected employee representative body) about planned changes to the structure of the business. The works council then has the right to give its opinion on the planned changes and to suggest alternatives. 

The employer and the works council must seek to reach a consensus on “balancing the interests” of the business and the workforce on the issue of the planned changes. This can either take the form of negotiating the way redundancies are made or the timing of the redundancies. 

If, as is normally the case, the parties do not manage to reach a negotiated solution at this stage, the employer must enter into negotiations with the works council on the drawing up of a social plan. The social plan has the legal force of a workplace agreement, which means that it is directly and legally enforceable. In practice, the negotiations tend to concentrate on measures concerning those employees who will be made redundant – this usually consists of financial compensation (redundancy payments). Negotiations over a social plan usually reach a conclusion as the works council has the power at this stage to force a conclusion. 

Minimising redundancies and reskilling workers

Labour market legislation, most recently amended in 1998, gives the social partners at workplace level state incentives to include “active” provisions in social plans. These incentives take the form of financial aid from the federal employment service – for example, the parties may apply for this aid if the social plan contains measures designed to help redundant employees find another job as quickly as possible. These measures comprise outplacement, training in how to make an application and further training and skills development. The two main types of financial incentive on offer are:

· short-time working allowances for those workers placed in transitionary employment arrangements. This involves transferring employees, on a fixed-term basis, to another corporate entity which then functions as the employer. The employees receive payments from the federal employment service and, after six months, are entitled to attend training measures and measures designed to ease reintegration into the labour market, which may be partially financed through the European Social Fund; and

· subsidies supporting the social plan. These are state payments designed to fund active labour market measures contained in a social plan, principally those designed to help redundant employees apply for another job or improve or update their skills with a view to getting a new job.

As seen above, collective dismissals are largely regulated at workplace level. However, some collective agreements at sector level contain provisions relating to collective redundancies, largely on issues such as the choice of measures to be taken to avoid redundancies. This can take the form of provisions in sectoral agreements which apply minimum standards to workplace-level agreements on social plans, particularly in the case of the level of severance payments. 

Partnership action to promote employment

Some initiatives aimed at avoiding redundancies or cushioning the effects of redundancies exist within the framework of the national tripartite forum, “alliance for jobs” (Bündnis für Arbeit)
, and in particular within the regional alliance for jobs initiative in Nordrhein-Westfalen.

Within the context of this regional forum, employers, unions and state institutions have been meeting since December 1998 in the Land of Nordrhein-Westfalen to discuss job security. A series of “crisis networks” were set up in 20 regions of the Land in order to provide help to companies in economic difficulties. The help took the form of offering advice and financial subsidies, with the aim of avoiding redundancies. Within this framework, “crisis contact points” were set up to offer concrete help to small companies and to set up regional networks to act as early warning systems. The participants in this network were local representatives of trade unions, employers, labour market administrative authorities, trade organisations and economic development bodies.

In the case where redundancies were unavoidable, the 30 labour market regions of the Land set up “competency networks” for employees moved into “transfer companies” (see above). The aim of this was to improve the quality of transfer measures by improving exchange of information and contacts. It was also hoped that the quality of the redeployment measures on offer could be improved.

The results varied across the different regions – a total of five regions at least set up stable, regional competency networks, of which three work closely in conjunction with the early warning crisis networks.

IRELAND

Successive national programmes of social partnership since 1987 have been a significant factor in achieving a positive investment climate in Ireland with near full employment, relatively low inflation, high growth levels and major reduction in the national debt. However, in common with other EU countries in the late part of 2001, Ireland was seeing increasing unemployment and in particular a sharp rise in the number of notified redundancies. High profile job losses include the national airline Aer Lingus and the Irish Times.

In Ireland, activity in cases of large scale redundancies is typified by:

· consultation provisions in line with the EC law, but no codetermination rights; and

· a focus in most situations on enhancing the financial packages for unemployed workers rather than mitigating employment loss.

The legislative structure applying to collective redundancies in Ireland is similar to that in Scotland. Under Irish employment law employers who propose to initiate collective redundancies are required to consult with employees’ representatives over issues such as measures to reduce redundancies or mitigate their effects and on the basis of selecting the employees to be made redundant. They are also, in line with EC law, obliged to supply representatives with a range of information.

The employer is also required to notify the Minister for Enterprise, Trade and Employment of its proposal to make collective redundancies at the earliest opportunity . Similarly the employer is required to supply the Minister “as soon as possible” with copies of all information supplied to the employees’ representatives.
Partnership action to promote employment

There are no national or sectoral collective agreements that regulate the management of collective redundancies. Nor are there existing structures, whether at national, regional or local level, that allow public sector agencies, trade unions and/or employees to collaborate in undertaking the development of early warning systems, or to be ready to address the impact of collective redundancies when they arise. 

Instead, any social partnership action around collective redundancies typically takes place under the normal company-level collective bargaining processes. Under these processes, assisted by the conciliation service of the Labour Relations Commission, unions and employers may seek to agree on the numbers to be made redundant, on the severance package of those made redundant and on access to training and support services (such as financial advice).

For example, early in September 2001, the Irish Times announced that it was seeking cost cuts among its 650 staff, after experiencing significant losses in the year to date. The unions were allowed to bring in financial consultants to investigate the company’s finances and cost-cutting plan. Having examined the books, the consultants agreed that, given the levels of projected revenue, payroll savings were required to avert or at least minimise losses.

Following receipt of the consultants’ report, the newspaper’s cost savings plan was finalised in consultation with staff representatives. They also agreed, with the assistance of the Labour Relations Commission (LRC), a severance package of five weeks’ pay per year of service plus statutory entitlements capped at 117 weeks’ pay with a minimum payout of 13 weeks’ pay. This was considerably in excess of the Company’s initial offer. Another important element of the plan was the issue of employee involvement in corporate governance. 

A final feature of activity in the case of large scale redundancies in Ireland is Government intervention to attempt to mitigate the impact of major job loss. In such cases a task force comprising representatives of state agencies and of the relevant trade union and employers’ bodies is typically established. An example of activity of this kind is given in the case study on pages 38 - 40.

ITALY

Italy saw a slight fall in unemployment figures in the early part of this decade. The number of job seekers as at 1 October 2001 was 9.3% of the labour force, down from 10% as at October 2000. This decline was forecast to continue. However, there is a marked economic North/South divide in the country. In Northern Central Italy, the average unemployment rate was between 5% and 6% while in the South it was 19%. 

Major job losses in Italy have typically followed changes of ownership – in particular privatisation in the public sector and/or company restructuring and mergers. In addition the conditions created by the events of 11/9/2001 produced particular casualties – notably the national airline Alitalia (see case study page 41-42).

Key features of the approach to dealing with collective redundancies in Italy are:

· State funding to avoid the need for immediate job loss at times of company restructuring, plus financial penalties when workers are made redundant.

· Statutorily enforceable rights for employee representatives to be consulted over the reasons for redundancy and to scrutinise those reasons.

· Employers and trade unions work together to develop social cushioning measures in the form of retraining of redundant workers.

· Ongoing partnerships at local level to promote new enterprises.

The statutory framework governing redundancy in Italy is highly complex. The body of law governing this area attempts to avoid definitive redundancies by placing workers in a special state support system, which provides guaranteed earnings levels whilst temporarily removing cost burdens from employers. The aim is to delay, or even avoid, eventual redundancy. Once redundancies have taken place, workers are placed in a special status between employment and unemployment and receive further state aid in seeking alternative employment.

In cases of redundancy, employee representatives have extensive rights to be informed and consulted and to participate in joint review of the need for job cuts and of means of mitigating these cuts. The review may cover strategies such as redeployment, job security agreements and flexible working hours. Trade unions must also be consulted over social cushioning measures aimed at enhancing redundant workers' re-training opportunities and level of qualifications. Workers’ representatives can ask for external expertise in this process. 
Early warning measures

At sectoral level, the banking sector includes specific structures to monitor the economy for early warning of potential economic difficulties. In 1999, a national observatory was established in this sector, together with company-level observatories and a joint training body. The national observatory has the task of evaluating the employment impact of factors such as changes in organisational methods. The observatory is composed of three members of each of the trade unions involved in the agreement plus an equal number of representatives from the sectoral employers’ organisation. The observatory also calls in external experts. They have access to statistics provided by the Italian national statistics office, ISTAT, as well those available in-house. This data is shared via a database managed by the employers’ representatives, to which all members of the observatory have access. This data is used to anticipate and prevent crisis but also includes information that can be used in collective bargaining. Monitoring and evaluation of their activity takes place in response to union requests.

Partnership action to promote employment

The provincial and divisional structures of the Ministry of Welfare take the state role in addressing the social consequences of large-scale collective redundancies. In addition, in the south of Italy, a specialist local agency, Italio Lavoro Spa was established to address the implications of collective redundancies in a region with few alternative employment opportunities.

The legal framework in Italy, set out above, is designed to provide for social partner activity to deal with actual threats of redundancy. In addition, various collective agreements include permanent bilateral arrangements to deal with this issue. 

Also relevant is the ‘negotiated planning’ initiative involving territorial pacts and area contracts. These are partially EU–funded arrangements established in 1996-7. Territorial pacts are local initiatives aimed at spurring development in disadvantaged areas. Under these arrangements, companies, trade unions and local authorities work in partnership to promote new business initiatives in areas hit by significant job losses. Area contracts, of which there are only five or six across Italy, are negotiated at a national level between employers and the three labour confederations. They apply in areas which are in crisis as a result of the failure of formerly state-owned firms, allowing the simplification and speeding-up of the intervention process. Unions have agreed that workers covered by the contracts can be paid below the contractual minimum. In both arrangements, it is normal for both parties to second staff to these bilateral bodies. The working arrangements and leadership of these bodies is determined by collective bargaining. Funding tends to come from employers’ organisations, based on a proportion of total payroll costs.
These bodies work with companies to avoid or minimise redundancies and seek to promote access to retraining and re-entry into the labour market for those who are made redundant. In some sectors, such as the solidarity fund in the banking sector; and special provisions in the handicraft and construction sectors, joint bodies provide financial support.

These joint bodies typically work with public bodies to provide support for redundant workers. The help provided to workers is in terms of advice on access to specific schemes such as European structural funds and assistance in preparing documentation.

SWEDEN

The Swedish approach to managing large scale collective redundancies is very much part of its “active labour market policy” a central feature on which there is consensus that the way forward for Sweden is to promote restructuring towards a high wage, high skills economy. Employers wishing to make redundancies in Sweden must operate within a statutory framework which regulates many aspects of the process and involves workplace representatives in the process. 

Key aspects of the approach in Sweden are:

· Statutory enforcement of the right of trade unions to negotiate over redundancies and to enforce seniority rules.

· Recent developments based on promoting local partnerships to reduce the dependence of local economies on single employers.

· Two widely-applied models for dealing with actual redundancy threats – one in the private sector, one in the public sector. Characteristics of the private sector model include: plant-level negotiation as provided for by statute to minimise redundancies; and establishment of a manpower company to provide ongoing employment to redundant workers (funded by the company) and to prepare them to seek employment elsewhere.

· An approach to dealing with public sector job loss that involves: establishment of a high-level government body to lead the strategy; relocation of government jobs to the area; the development of local partnership action to encourage other enterprises into the region.

An employer planning a major change of employment must by law inform the labour market authorities about these plans two months in advance if the enterprise has less than 25 employees, four months in advance if the enterprise has up to 100 employees and six months in advance if the enterprise has more than 100 employees. Employers must also inform, consult and negotiate with workplace employee representatives over planned redundancies. 
Bargaining at plant level mainly concerns the number of redundancies envisaged and how to deal with the seniority rules set out in the Employment Protection Act, which states that “an employee with a longer period of service is to take priority over an employee with a shorter period of service”. However, the employer and the union may negotiate around this and the normal outcome is that the union agrees to keeping some low seniority employees, who have key functions in the production system, with the pay-off that although some more senior employees are laid off, the total number of redundancies is fewer. Another common union demand is the retraining of older workers to enable them to fill the more skilled vacancies. 

Minimising redundancies and reskilling workers

The National Labour Market Board (AMS), together with industrial development centres, plans training and education facilities for regions affected by large-scale redundancies. Further, the national board of economic and technical development, NUTEK, has an inventory of towns with “one-sided economies”, ie those where one major employer provides more than half of all jobs in the community. Based on the NUTEK study, many towns and regions have begun to plan for a more diversified economy.

The key role in providing early warning of potential large scale redundancies is played by the AMS, which forecasts both the need for labour in growing industries and services and the reduced need for labour as a result of world economic activities. 

The larger unions, the national trade union centres and the sectoral employer organisations also have structures for monitoring economic developments. Svensk Näringsliv - the central industry and employer body - has a large unit of economists. Further, Svensk Näringsliv and the LO and TCO trade union confederations organisations publish twice-yearly economic forecasts.

Partnership action to promote employment

Collective agreements in all parts of the public services provide for the setting up of supplementary services to redundant members. The largest agreement, for white collar workers in private industry, has a regional organisation providing counselling, financing of training and new business start-ups. 

These supplementary bodies are designed to allow early intervention in the process of restructuring and during the time the redundant employee is still paid a salary to help them to find a new job or a whole new career.

White-collar workers have the protection of the the job protection council (Trygghetsrådet), which is a negotiated body which can give help in addition to that provided by the unemployment insurance system and the state placement services. Similar arrangements are found in local and central government. 

However, most partnership working is along the lines of two main models: 

The Norrköping (Ericsson) Model 

The main features of this model, which tends to be applied to threats of large-scale redundancies in the private sector are:

· Plant level negotiation as provided for by statute to minimise redundancies; and

· establishment of a manpower company to provide ongoing employment to redundant workers (funded by the company) and to prepare them to seek employment elsewhere.

This type of arrangement has been used to mitigate the effects of large-scale redundancies at the telecommunications group Ericsson.

The Söderhamn (central government) Model
Key features of this model, widely used to deal with public sector redundancies, are:

· Establishment of a high-level government body to lead the strategy;

· Relocation of government jobs to the area; and

· The development of local partnership actions to encourage other enterprises into the region.

This system was used to mitigate the effects of the loss of several thousand jobs over a period of 20 years in the town of Söderhamn, 250 km north of Stockholm. 

APPPENDIX 2

CASE STUDIES OF PARTNERSHIP ACTION IN LARGE-SCALE REDUNDANCIES:

1
Atelier et Chantiers du Havre, France

2
Bundel, Germany

3
General Semiconductor, Ireland

4
Alitalia, Italy

5
Ericsson, Sweden

Company: Atelier et Chantiers du Havre, France
Key aspects of legal framework applied in the case study

French employment law requires companies involved in potential redundancies to inform and consult with employee representatives, including in the drawing-up of a job-safeguarding plan. Partnership action in this case study focused on the development of a social plan to aid the return to work of those made redundant.

Background

The naval construction firm Atelier et Chantiers du Havre (ACH) had been in serious financial difficulties for some time. In the 1990s it survived largely by means of financial subsidies from the state and had mounting debts – it needed financial help of F100 million a month in the mid-1990s. Despite this, in 1995 it accepted an order to build three ships for the Norwegian government. However, it delivered the first ship two years late, the second was finished abroad and the third was never built. In October 1998, the government decided to cease financial aid to the group, resulting in the bankruptcy of the firm, the redundancy of around 1,000 workers and causing major upset in the town of Le Havre, in which it was based.

Partnership activity and key players

Trade unions took the lead in campaigning for retraining for the redundant workers and the revitalisation of the industrial site. A specialist retraining agency, Sodie, was employed to work with those made redundant, with the aim of retraining the entire workforce. Most importantly, trade unions, consultant organisations, local authorities and state representatives met regularly in order to monitor progress.

Key actions and interventions

A social plan was drawn up which provided for severance payments of an average of FF200,000 (roughly £20,000) for each redundant employee, varying according to length of service. The plan also contained a number of measures aimed at aiding the return to work for those made redundant, including:

· retraining leave for all employees over 50;

· a training budget of around FF10,000 per person;

· guarantees of the maintenance of salary in subsequent employment;

· around FF1 million to finance employee plans to set up their own business;

· help in relocating.

Each redundant employee was offered a total of three alternative jobs which were either open-ended contracts or fixed-term contracts of a long duration, with identical pay and within a radius of 50km.

The redeployment measures were entirely financed by the state, which contributed a total of Eur41 million to retraining the redundant workers. In total, it is estimated that Eur450 million of public money was spent in closing the firm.

Monitoring of outcomes

As at December 2001, only seven of the 1,000 people made redundant were unemployed. Most of the redundant workers had found open-ended employment relationships. Some had taken early retirement, either under the national scheme or under special provisions relating to workers who had come into contact with asbestos during their working life.

Learning points

The state’s role in providing support to redundant workers and in providing substantial funding for that support is a key aspect of this case study. The effectiveness of the measures undertaken is illustrated in the fact that three years later only seven of the redundant workers were unemployed.

Company: Bündel, Germany

Key aspects of legal framework applied in the case study

German employment law requires employers making collective redundancies to inform and consult workplace employee representatives and negotiate with them a social plan which aims to mitigate the social effects of the redundancies. Partnership action in this case revolved around the introduction of training measures to some employees and the transfer of other employees into short-time working measures on a fixed-term basis. 

Background

The textile finishing firm Bündel is a family firm founded 125 years ago. Its customers are locally-based textile-producing firms. Bündel’s workforce size peaked in the 1960’s, at almost 2,000 people, although its turnover was highest in 1990, with a workforce of just 1,000. However, the firm overestimated the size of the post-unification boom and began to shed staff during the 1990s. The two waves of redundancies studied here took place in January 1999 and August 1999. 

Partnership activity and key players

The workplace-level works council and the metalworking trade union IG Metall played a key role in the establishment of redeployment and retraining measures for the redundant workers in this case. Financial contributions were made from the town and regional authorities, the federal employment service and the European Social Fund. Active labour market measures were provided by two providers: MIPEG, which is a personnel development organisation 100% owned by local authorities, and BETRA, an employment and transfer company founded in 1997.

Key actions and interventions

The redundancies were made in two waves − in January 1999 and in August 1999, both covered by a social plan which contained “active” labour market measures. MIPEG’s outplacement programme was used for redundant employees in both waves. The programme dealt with issues such as:

· managing the departure from the company and general information;

· personal goals and strategies;

· training in making job applications, including evaluating job adverts, drawing up a CV, writing an application, and video training for performance in job interviews; and

· training for cold-calling and applications via the telephone.

The employees made redundant in the second wave of redundancies were transferred to BETRA on 1 August 1999 on short-time working contracts. BETRA offered a choice of four training options: 

1) adaptability training, originally conceived for those employed in business and commercial divisions;

2) practical vocational training for older workers, with practical training in a range of areas;

3) orientation for retraining in commercial and technical areas; and

4) preparation for a bus driver’s driving test.

Outcomes

Only 12 of the 40 people eligible for outplacement advice during the first wave of redundancies actually received this advice. 

Out of the 84 people made redundant in the second wave, 31 decided to transfer to BETRA. Of these, two found work immediately, meaning that 29 people actually participated in the training measures.

Monitoring and evaluation

Of the 12 employees who were given outplacement advice following the first wave of redundancies, eight were unemployed immediately after leaving the company. Six months after the end of the measure, only nine of the 12 could be reached by phone. Of these, five were in work, one in training and three were unemployed. Of these three unemployed, one hardly spoke any German and one other was in their mid-50s. Of those which had found work, three were earning as much as before, one person less and one person more.

Of the 31 which transferred into BETRA, following the second wave of redundancies, 21 had professional training and qualifications, although five were not working in these professions. By 31 December 1999, six of these had found a new job and so left BETRA early.

Learning points

The Bündel case shows how important it is the have a regional infrastructure of experienced and competent providers of training in order to be able to offer “active” labour market measures in the case of redundancies. 

In comparing the measures taken in the case of the two waves of redundancies, it is clear that the option of short-time working in a transfer company is more attractive than financial subsidies to support active measures in the social plan. The external management of the short-time working offers the firm a range of operational advantages in managing workforce reductions and, if European Social Fund and other public subsidies are available, short-time working is an extremely attractive option for the company. On the other hand, however, short-time working is a complex procedure and can only be managed by experienced providers.

Finally, the measures included in the social plan which were not supported financially by the company and were therefore limited to outplacement training of a few days, had only limited value for employees without useful qualifications. The longer-term perspective offered by the short-time working measure in a transfer company has great potential for success more widely in the labour market if it is, as in this case, linked to training from the first day.

Company: General Semiconductor Ireland, Ireland
Key aspects of legal framework applied in the case study

Of all the five EU member states studied here, the Irish employment law framework is the most similar to that applying in Scotland. In cases of collective redundancy, legal obligations on employers are limited to consulting with employee representatives and notifying the Minister of Enterprise, Trade and Employment. Thus, most of the partnership activity in this case study took place without the prompting of legal requirements. 

Background

The closure of the General Semiconductor Ireland (GSI) electronics manufacturing plant at Macroom, Co. Cork, was announced in August 2001 and was completed by December 2001, with the loss of 670 jobs. The plant had been the largest employer in the town, which has less than 3,000 inhabitants.

The workforce at the plant could be described as having a medium skill level. About a third of the positions required third level qualifications, including technicians, engineers, and professional staff. The remainder, mostly in operative jobs, were required to run a significantly automated plant, many of which required special training. 

Partnership activity and key players

The lead in dealing with the impact of the closure was taken by the Minister for Enterprise, Trade and Employment, who set up the Macroom task force. The setting up of such local task forces has been a common governmental response to major local job catastrophes in Ireland in recent years. 

Those represented on the task force included: the senior local authority manager (as chairman); four representatives from the industrial promotion bodies IDA Ireland (overseas investors), Enterprise Ireland (indigenous industry), and the local ‘county enterprise board’ (small business); the regional director for the state employment and training agency FAS; the social partners in the shape of the SIPTU trade union’s regional leader and the regional IBEC business confederation director; and the chief executives of three major local industries , as well as the GSI plant’s own general manager.

Key actions and interventions

Search for replacement industry. The company assured the Macroom task force that the site and buildings would be maintained at least through 2002, to help their promotion as a location for new industry. At the time this research was conducted, the search for replacement industry was in its early stages. It had included company visits arranged by the task force and by GSI management, and also the development of a promotional brochure for the site. This brochure was produced by the task force and funded by GSI.

Employment Resource Centre. One of the major initiatives taken on re-employment was the establishment of an ‘Employment Resource Centre’ in the GSI plant. This was up and running a week after the closure announcement and operated through to the end of December 2001, at a total cost to the company of €317,500 (IR£250,000). Its main activities were: making employees aware of jobs in other companies; acting as an information centre; providing outplacement training and counselling; supporting FAS personnel in the registration of workers; providing office resources to assist in job applications; and providing training on internet job searching and on establishing a business.

Assistance with business start-up. A programme to encourage new business start-ups from among the GSI workforce was carried out by a private consultancy, Flexible Learning Ireland. The process involved a workshop with case studies and experts, and giving participants access to the speakers on an individual basis. The programme manager met all participants individually to help them to start to assess the viability of their idea.

Severance package: A key activity for SIPTU, the main plant trade union, was the negotiation of severance packages in excess of the legal minima. Following conciliation by the Labour Relations Commission a deal was agreed which provided for six weeks’ pay per year of service plus statutory entitlement. The deal is believed to have cost the company up to €12.5m (just under IR£10 million). 

Monitoring of outcomes

Take up of training and development opportunities. FAS came to register workers on-site and eventually just over 500 were registered. Of these, 321 applied for training. FAS provided programmes to enable former GSI workers to operate in the pharmaceutical and medical devices industry, which is strong in the Cork region. The agency also provided funding for the finishing of education courses that were close to completion.

Around 45 workers participated in a programme to encourage new business start-ups from among the GSI workforce.

Employment outcomes. An analysis of what had happened to each of the 670 redundant employees as of November 23, 2001, is given in the table below:

Still employed at GSI 
109 (with 28 already having other jobs)

In new employment

220

Pursuing own business
5

In full-time sponsored

training with FAS

58

Seeking work

148

Unavailable for work
125

By April 2002 it is understood at least 300 of the former GSI employees were in employment, up from the 220 in November 2001. Company sources estimated that since not all employees can be tracked after December 2001, the actual number in employment could be higher

Learning points

This case study indicates some of the roles that employers can play in reducing the impact of closure decisions:

· The company provided considerable financial resources to assist redundant employees in finding alternative employment. 

· It maintained the closed site and provided other assistance in the search for alternative business.

Company: Alitalia, Italy
Key aspects of legal framework applied in the case study

In Italy, employee rights to information and consultation over collective redundancies have strong legal support. This case study shows how the application of formal procedures in line with the law and parallel informal discussions helped to minimise compulsory redundancies at Alitalia.

Background

The Italian national airline Alitalia had been in difficulties for some time, with business falling off sharply during the final quarter of 2001. As had been anticipated, in January 2002, the airline sent the unions which represent its workforce a letter signalling commencement of the process to lay off 2,600 workers. 

The company wanted to make a total of 2,600 people redundant across the group and to achieve 900 additional job cuts visa natural wastage. In its letter concerning Alitalia Team (part of Alitalia HoldingS and dealing mainly with passenger transportation), the company stated that, in the 2002-03 plan, it needed to make a global reduction in the supply of flight hours compared with 2001, as original estimates were based on the situation before 11 September 2001. Alitalia wanted to reduce flight hours by 5.4% in 2002 and 3.3% in 2003. Alitalia also underlined that in order to keep labour costs under control and in line with its two-year plan, "there are no alternative possibilities to redundancies...as the reduction in activity has an impact on the whole company and therefore it is not possible to reemploy redundant people in other jobs."
Partnership activity and key players

No agreement was reached between the airline and the unions by the deadline of 15 February 2002 and so Alitalia decided to begin the formal procedure required under Italian Law to start the redundancy process. Accordingly, the unions sent the company a request to commence formal negotiations over redundancies. In the meantime, informal meetings between unions and the company were underway to gain a better view of how to reduce labour costs and how to implement solidarity contracts – arrangements under which working time is cut with corresponding loss of pay, but with this loss made good by payments from the INPS. This bilateral process appears to have been successful in preventing compulsory redundancies.

Key actions and interventions
The draft agreement reached on 22 March 2002 between seven unions and the management provided for “soft” measures to reach the goals of the 2002-03 saving plan. It also envisaged the possibility that other shares would be given to employees, as a move to compensate for their pay losses.

12,700 ground staff with an open-ended contract were [to be] involved in

solidarity contracts (see above) for a total of 14 days . This meant that they would lose a total of some €22 million of gross pay in 2002 and 6 million in 2003 (€1,730 each in 2002 and €500 in 2003). A fourth of this income loss was supplemented by the state Employment Fund.

All workers will also contribute to savings by allowing a freezing of pay rises linked to projected inflation rate for the two years, and freezing of Alitalia's contributions to supplementary pension funds of Alitalia employees. Moreover, ground staff gave up some payments for public holidays that they worked.

Monitoring of outcomes
According to the unions, in two years the company would save €142.8 million. Alitalia felt it attained the goal of reducing labor costs, which was quantified in the request of making 2,101 redundancies in 2002 and 1,085 in 2003. Job reductions are now limited to 800 voluntary redundancies and the non-renewal of fixed term contracts of 400-500 workers.
Company: Ericsson, Sweden
Key aspects of legal framework applied in the case study

Trade unions in Sweden have statutory rights to negotiate over redundancies. As this case study shows, these rights put them in a strong position to influence the level of redundancies in an organisation. However, activity to mitigate the effects of redundancy and to find alternative employment to redundant workers is outwith the legal framework in Sweden.

Background

On 24 March 1997, the chair of the metalworkers’ union at Ericsson’s Norrköping plant was informed by the company that 1,400 workers would lose their jobs. Ericsson was going to move the production of printed circuit boards to Scotland, where wages were lower. However, subsequent plant level extensive negotiations around the criteria for redundancy selection and seniority rules helped to reduce the number of the lay-offs to 587.

Following the Norrköping closure, Ericsson continued restructuring other parts of its production system. In January 2000, the entire production of mobile phones was handed over to a new company. 1,100 of the assembly workers in the Linköping factory were given jobs in the new company, with 500 people losing their jobs. The Norrköping approach was used as a model for dealing with these job losses.

Partnership activity and key players

Union representatives played a key role in reducing the number of redundancies and in mitigating the impact of job loss at Norrköping. Local and national officials had very different roles. Within the plant, union efforts were concentrated on negotiations with the aim of reducing the number of redundancies, and helping to upgrade the skills of older workers so that they could take on more demanding and skilled tasks.

At national level the union did not seek to challenge the company’s decision to close the plant. Instead, from the beginning it saw its job as to help attract other entrepreneurs and help its members find other jobs through retraining and any other available measures. A special team within the union was given the role of working with the community, the Ericsson corporation, the labour market authorities and all other political agencies to create alternative employment, and, through media coverage to win sympathy with the general public and thus put pressure on the company, the local communities and the labour market authorities to act.

In both rounds of redundancy, important roles were also played by separate manpower companies as indicated below.

Key actions and interventions

Once redundant, the 587 Norrköping workers were employed by the organisation Proffice in a co-operative arrangement with the County Labour Market Board, which relieved the state placement service of a considerable administrative burden. The Ericsson corporation paid full wages for one year while the workers were assisted to plan a new career. Those concerned were divided into groups of 15, each group with one instructor/tutor. One Proffice expert also looked after questions of rehabilitation of those who were sick on a long-term basis and workers who worked part-time because of disability.

When the Proffice employees felt that they were prepared to actively seek a new job, four officers from the state placement service were assigned the job of helping to find new jobs and to advise on possible training such as vocational guidance.

In the case of the later redundancies at Linköping, the workers concerned were also given a year’s employment at a manpower company with wages paid by Ericsson. In addition an important role in the job search process was played by the recruitment agency Industry Competence owned by 70 major companies in the region.

Monitoring of outcomes

Of the 587 workers who did not immediately find a new job after the closure of the Norrköping circuit board production plant, 277 found new jobs during the period of employment at Proffice, 58 accepted the early retirement option, and 64 were in longer-term training programs leading to a guaranteed job at the end. 

At Linköping, all of the 500 redundant workers found jobs within the period of time that they were guaranteed income security.

Learning points

Giving the role of working with redundant workers to a specialist organisation with the expertise, time and resources to prepare them for alternative employment was a key factor in the success of the model developed at Norrköping.

The company’s ongoing financial commitment to the workers it had made redundant also helped their move into alternative employment.

In the second round of redundancies the use of a recruitment agency bringing together other local employers played a key part in finding alternative employment for the redundant workers. 

�  Under EU law collective redundancies are defined in the following way:�(a) 'collective redundancies` means dismissals effected by an employer for one or more reasons not related to the individual workers concerned where, according to the choice of the Member States, the number of redundancies is:�(i) either, over a period of 30 days:�- at least 10 in establishments normally employing more than 20 and less than 100 workers,�- at least 10 % of the number of workers in establishments normally employing at least 100 but less than 300 workers,�- at least 30 in establishments normally employing 300 workers or more,�(ii) or, over a period of 90 days, at least 20, whatever the number of workers normally employed in the establishments in question.�





� Legislation which came into force in January 2000 encourages companies to negotiate agreements reducing the working week from 39 to 35 hours. If this working time reduction is accompanied by job creation or the saving of jobs, companies benefit from state aid in the form of reductions in employer social security (national insurance) contributions There is evidence that this legislation has been successful – according to Ministry of Labour figures relating to June 2000, a total of 34,700 working-time deals were registered, covering 3.7 million workers and creating or safeguarding 209,000 jobs. The Ministry estimates that the majority of the accords served to create jobs, but 12% of the accords safeguarded jobs which were under threat.





� Described in law as: an agreement on measures to mitigate or cushion the economic disadvantages for employees caused by planned changes to the structure of the business.


� The national alliance for jobs forum is a national-level forum which was created in 1998 upon the election of the current government. It brings together representatives from trade unions, employers and state institutions to discuss a range of labour market issues, with the aim of increasing employment and German competitiveness.
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