Hanafin announces Independent Review of ERO and REA Wage Setting Mechanisms

Mary Hanafin, Minister for Enterprise Trade and Innovation today (8th February 2011) announced that the Government had, in line with its commitment in the National Recovery Plan, 2011 – 2014, established an independent review of the framework of statutory wage setting mechanisms known as Employment Regulation Orders (ERO) and Registered Employment Agreement (REA).  The review is also a commitment under the provisions of the joint EU-IMF Programme for Ireland. The Government has requested that the review be completed within a short timeframe - approximately six weeks from the closing date for submissions from interested parties.  

The Review will be conducted jointly by Mr. Kevin Duffy, Chairman of the Labour Court, acting in an ad hoc capacity, and by Dr. Frank Walsh, Lecturer, School of Economics, University College Dublin, having regard to the need for this independent review to draw both on particular knowledge of the operation of wage setting mechanisms and independent economic expertise.

Minister Hanafin said “we need to ensure that statutory wage fixing mechanisms work effectively and efficiently and that they do not have a negative impact on economic performance and employment levels.  I would strongly urge all interested parties, including those who are party to these mechanisms and agreements, to avail of this opportunity to submit their views to the independent review team on the continued relevance, fairness and efficiency of the current ERO and REA mechanisms”.  

Minister Hanafin went on to thank Mr. Kevin Duffy and Dr Frank Walsh for agreeing to undertake the independent review and to bring forward their report within a relatively short timeframe. 

Note for Editors

The independent review is a commitment in the Government's National Recovery Plan and under the EU/IMF Programme. 

The Review will be conducted within a short timeframe, expected to be approximately six weeks from 25th February, which is the closing date of the receipt of submissions.  A public notice will be placed in national newspapers in the coming days inviting submissions on the terms of reference from interested parties. 

Background note 

Joint Labour Committees
Minimum rates of pay, and other conditions of work, for workers in certain sectors are determined by Joint Labour Committees (JLCs). Each JLC is composed of representatives of workers and employers in the sector concerned. JLCs operate in areas where collective bargaining is not well established and wages tend to be low. Currently, there are 13 JLCs in existence, as follows: 

· Aerated Waters &Wholesale Bottling

· Agricultural Workers

· Catering (Dublin and Dun Laoghaire)

· Catering (other)

· Clothing

· Contract Cleaning

· Hairdressing

· Hotels (Dublin and Dun Laoghaire)

· Hotels (other excluding Cork)

· Law Clerks

· Provender Milling

· Retail Grocery and Allied Trades

· Security Industry

While JLCs are established by means of a statutory order made by the Labour Court, they are independent bodies which determine minimum rates of pay and conditions of employment for workers in their respective sectors. The pay and conditions agreed by the JLCs are given the force of law in Employment Regulation Orders made by the Labour Court on foot of proposals made to the Court by the JLCs.

Registered Employment Agreements

Employers and workers in any enterprise or sector can agree minimum rates of pay and conditions of employment and can have that agreement registered with the Labour Court. The effect of registration is to make the provisions of the agreement legally enforceable in the individual enterprise or, as regards sectoral agreements, in respect of every worker of the class, type or group to which it is expressed to apply and to their employers, even if such workers or employers are not a party to the agreement. 

There are currently 68 Registered Employment Agreements on the Register maintained by the Court. However, in many cases, the terms and conditions contained in many of these REAs have not been varied in some years.  The REAs which are the most significant in terms of the economic sectors and number of workers covered are those that apply to the Construction and Electrical Contracting sectors.
How to have your views taken into account

Submissions from all interested parties on issues related to the Terms of Reference of the Independent Review are welcome.   A public notice will be placed in the coming days in national newspapers. 
The closing date for submissions is Friday 25th February 2011.
Email address:  wagereview@deti.ie
Write to the Review at: 
Ms Helena Mc Dermott

Independent Review of EROs and REAs

c/o Room 2.18b, Davitt House

65a Adelaide Road 

Dublin 2 

Appendix (Terms of Reference) 

Independent Review of ERO and REA

Wage Setting Mechanisms

Context

The National Recovery Plan, 2011 to 2014, published by the Government on 24th November 2010, commits to a range of structural reforms to the labour market aimed at removing barriers to employment creation and disincentives to work; and at re-orientating activation measures. In this context, the Government committed to legislate for a €I reduction in the hourly rate of the National Minimum Wage. It also made a commitment to review the framework of ERO and REA wage-setting mechanisms within a period of 3 months.  

On 28th November 2010, in the context of its announcement of the joint EU-IMF Programme for Ireland, the Government reiterated its commitment to this review, stating that the terms of reference would be agreed with the European Commission Services.

It would be desirable that, in addition to addressing the terms and conditions of new employees on foot of any review, the outcome would also address the contractual terms of existing workers covered by the provisions of existing EROs and REAs.

Terms of Reference

The following are the agreed terms of reference:

1. The review will take account of:

· The shared employment maintenance and creation objectives, of the Government, employers and trade unions, both within the regulated sectors and in the wider economy; and the possible renewal of the Private Sector Protocol by IBEC and ICTU.

· The common desire to see the continued orderly conduct of industrial relations across the economy and the relevant sectors; the continued protection of employee rights and interests;

· The current levels of domestic competition and international competitiveness of the sectors covered by EROs and REAs; price and wage movements in the economy and in major trading partners; and the impact of EROs and REAs on labour market flexibility and sustainable employment across the economy.

· Independent external economic and labour market evidence.

· The views of Members of the Houses of the Oireachtas and of stakeholders including IBEC, ICTU and the CIF, and of all of the parties directly involved in the current mechanisms in the context of evolving private sector pay policy.

2.  The review shall provide an assessment on the following points:

· The continued relevance, fairness and efficiency of the current ERO and REA mechanisms and of individual Orders and Agreements, and in particular:

· Whether and to what extent the function played by EROs in ensuring protection of minimum wages and conditions overlaps with that of the statutory national minimum wage system introduced in 2000; whether minimum wages and working conditions more stringent and over and above those guaranteed by the national minimum wage for the worker categories covered by EROs are justified on the grounds of fairness; 
· the economic function played by REAs in the collective bargaining framework of Ireland and their legal status, including in relation to the definition of designation of REAs as “collective agreements or arbitration awards which have been declared universally applicable” under Article 3 of Directive 96/71/EC on the Posting of Workers and the public policy obligations underpinning the statutory framework for REAs having regard to EU Treaties and, in particular, Article 28 of the Charter of Fundamental Rights of the European Union, the Solemn Declaration on Workers’ Rights, Social Policy and Other Issues, and relevant ILO conventions

· whether and to what extent EROs and REAs contribute to nominal wage rigidity in the covered sectors and occupations, with potentially relevant effects on employment during weak economic conditions and on the adjustment of labour markets across sectors, occupations, and geographical areas.

· the adequacy of the process for the registration of ERO proposals, in particular with reference to the constitution of Joint Labour Committees, their operation and governance, and their role played in the process.

· the appropriateness of the process and criteria applied by the Labour Court for the acceptance of REA proposals for registration;

3. Make recommendations on the following issues:

· The continued relevance, fairness and efficiency of the current ERO and REA mechanisms and of individual Orders and Agreements;

· Possible legislative amendments to the existing framework for the regulation of terms and conditions of employment to ensure that the framework is fit-for-purpose in the current economic climate, including to remove anomalies and obsolete provisions, and to move to a more streamlined, transparent and flexible wage setting model. Without prejudice to any findings in relation to the above, and after assessing compliance with international conventions and EU labour directives, recommendations for reforms may include: 

· The introduction of derogations to EROs and REAs in case of financial difficulties of employers and with a view to protect employment; 

· The introduction of more flexible and responsive variation mechanisms in the pay conditions established by EROs and REAs; 

· The conditions for registration, enforcement, amendment and cancellation of EROs and REAs; 

· Simplification of compliance requirements for employers covered by EROs and REAs; 

· The penalties in case of breach of obligations relating to EROs and REAs.

4.  The Review will be conducted jointly by Kevin Duffy and Frank Walsh having regard to the need for the Review to draw both on (a) particular knowledge of the operation of wage setting mechanisms and (b) independent economic expertise.

5.  The Government is committed to taking urgent action, including making any legislative provision which may be necessary, following its consideration of the recommendations from the review. 

February  2011

Ends.
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