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Welcome to our first client 
update of 2018

At Stratis we support organisations who want to 
lead improvements in critical areas of Employee 
Relations, People Strategy and Workplace 
Innovation. Along with our team of Associates 
we bring our career experience, knowledge and 
insight to the full advantage of our clients in leading 
people strategies. We provide partner-led, practical 
and decisive advice and are personally available to 
advise and support senior leaders on any sensitive 
people strategy issues. 

1. Employers need to challenge two tier 
bargaining on pay and are fully entitled 
to seek cost offsetting measures in 
return for any basic rate increases

Trade unions have benefited from so called ‘pattern 
bargaining’, where a headline settlement is promoted 
and is followed by other firms within a sector. Trade 
unions are now seeking to secure baseline pay 
deals, without productivity concessions, which 
should only be for separate discussion, on the basis 
that this could give rise to further benefits – ‘two 
tier bargaining’ in all but name.

Consistent with this approach, for 2018, the Irish 
Congress of Trade Unions has advised affiliated 
unions in the private sector to seek compensation, 
where appropriate, for the “excessive costs” of 
housing, childcare and pensions, in addition to a 
minimum pay increase of 3.1% to take account of 
‘normal productivity and cost of living factors’, for 
pay claims in 2018. Employers are not responsible 
for the consequential costs of Government policy 
and such ‘advice’ by Congress is best interpreted as 

an encouragement to unions to secure incremental 
progression in the settlement rate over 2018.

However, of more serious concern is that the ‘two 
tier bargaining’ of recent years is driving pay 
settlements to uncompetitive levels. Sustainable 
growth will depend on our ability to tackle the 
productivity deficit across many sectors and 
occupations, and especially in the indigenous and 
locally-trading sectors. Irish labour productivity 
growth has been above that in competitor countries 
since 2013 but is skewed by a small number of firms 
mainly in the manufacturing and ICT sectors.

It should be of great concern to businesses that 
these developments are occurring in the absence 
of any guidance, national dialogue or a settled pay 
policy. In this context, Stratis is advising clients that 
as employers they are fully entitled to seek cost 
offsetting measures in return for any basic rate 
increases.

Consumer prices have remained at very low levels 
and are expected to increase only very slowly as 
the impact of goods price movements moderates 
and we see some upward pressure due to domestic 
demand as is evident in the residential rental sector.  
CSO data show that in 2017 the annual change to 
inflation was 0.4% (CPI measure) or 0.2% using 
(HICP measure). 

The Central Bank has predicted an annual inflation 
rate of 0.7% in 2018 (HICP), (or 0.8% CPI) and rate of 
0.9% in 2019 (HICP), (or 1.1% CPI). Accordingly, there 
is little cost of living justification for pay increases 
as the rising cost of services has generally been 
offset by lower goods prices. Even if consumer 
prices do increase moderately and where earnings 
do increase, it will still be important to ensure that 
the economy does not experience a deterioration in 
competitiveness as occurred prior to 2007.
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Nominal wages are still expected to grow at a 
faster rate than inflation implying households will 
continue to benefit from rising real income. For 
those who may have received a 2.0% increase in 
2017, this meant a real increase in pay of 1.8% (HICP 
was 0.2%). The combination of recent changes to 
USC and the entry rate to the marginal tax rate for 
2018 will reduce the effective tax rate by c. 0.6% at 
the average industrial wage level.

The seasonally-adjusted unemployment rate for 
December 2017 was at a nine-year low of 6.2% and 
we are seeing a strong rotation from part-time to 
full-time work. This compares to a euro zone average 
of c. 8.7% and unemployment according the Central 
Bank is likely to reach near full employment at c. 
5.2% in 2019.

As reported by IRN News (IRN, No 03 – 18/01.18), 
pay deals (i.e. basic pay) during 2017 moved to 
the 2-3% per annum range, with sector differences 
and with fewer deals below 2% e.g. where driven 
by Brexit concerns in the agri-food sector. It was 
also reported that, more than 70% of Labour Court 
recommendations on pay in 2017 were for deals 
between 2.0% and 2.5%.

Stratis Consuting has developed a comprehensive 
Pay Negotiations Checklist for Employers —if you 
would like to receive a copy please e-mail me. 

2. Gender pay gap debate will gather 
momentum in 2018 – Employers 
should lead

There has been much publicity in recent months 
about this important issue. The Department of 
Justice held a consultation on the gender pay gap 
that proposes to introduce a package of measures 
on how to tackle the gender pay gap here in Ireland 
and hosted a symposium on the issue on 10 January 
2018, where the Minister stated: “The Government 
will be bringing forward a range of actions to 
tackle this issue, starting with legislation on wage 
transparency”.

It is therefore very likely that the gender pay gap 
will be a major issue of public discourse in 2018. 

The Government as part of its  legislative agenda 
for Spring/Summer 2018 has included the Gender 
Pay Gap (Wage Transparency) Bill 2018 for priority 
drafting.

In the UK, legislation enacted in 2017 requires 
companies with over 250 employees to publish 
their gender pay data by April 2018, and then on 
a yearly basis.  Legislation has been  introduced 
in Germany obliging employers to be more 
transparent about salaries paid to employees of 
both sexes.  Austria, France and Belgium already 
require equal pay reports and annual gender pay 
action plans to be published. 

Apart from the fundamental equality justification 
which is attendant to the issue, there are considerable 
business and reputational risks for employers should 
they fail to act and to address this issue. Employers 
should lead, seek to take control of the issue and 
be proactive. Having assessed their current salary 
profile for each role they should then address any 
gaps which may be due to gender issues and in so 
doing they will be better prepared should legislative 
measures being introduced. Where employers are 
in any doubt as to how best to approach the issues 
for them, please do make contact with Stratis and 
we will be glad to help.

3. National Minimum Wage: Could 
another increase be on the way as 
some employers commit to the ‘Living 
Wage’?  

The minimum wage was increased to €9.55 
per hour from 1 January 2018 which is a 30 cent 
increase on the 2017 rate. This corresponds to an 
increase of 3.2% in the national minimum wage for 
an experienced adult worker. 

The increase is on foot of the recommendations of the 
Low Pay Commission which make recommendations 
on the rate of the minimum wage annually. In 2017, in 
a surprise move the employer members of the LPC 
issued a minority report stating that they did not 
believe that the evidence available to the Commission 
supported the proposed increase. They stated that in 
their view the deliberations of the Commission had 
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paid insufficient regard to those who will be asked 
to fund the proposed increase, namely employers, 
and especially those running small to medium sized 
enterprises.

The Commission has, as part of its consultation 
process, advertised a request for submissions from 
interested parties to help inform its recommendation 
to Government. The closing date for receiving 
submissions is 12.00 noon Friday 9th February 2018.

A small number of employers have also voluntarily 
committed to paying staff the ‘Living Wage’ or 
a minimum of €11.70 an hour, which is a figure 
suggested by the Living Wage Technical Group in 
2017. This rate is 22.5% higher than the €9.55 per 
hour minimum wage. The ‘Living Wage’ has no legal 
status whatsoever, is entirely voluntary and takes no 
account of a business’s ability to pay. The Living Wage 
technical group has no employer input and is made 
up of researchers and academics. It is conducted by 
the Vincentian Partnership for Social Justice (VPSJ). 

4. The GDPR 2018 deadline is looming

All businesses should by now be well advanced in 
their preparations for the introduction of the General 
Data Protection Regulation (GDPR) which comes 
into effect on 25 May 2018. The GDPR will have 
direct effect in all Member States without the need 
to be transposed into national law. The importance 
of ensuring compliance cannot be understated given 
the the potential penalties for non-compliance of up 
to €20 million or 4% of global turnover whichever 
is higher. The risks associated with non-compliance 
with data protection law post-25 May 2018 will 
change dramatically. Once the GDPR becomes law, 
most of its provisions will apply immediately. The 
GDPR introduces a number of significant changes 
for managing data. These include:

• Increased obligations around consent;

• Greater transparency requirements for privacy 
notices;

• New security rules and breach reporting 
obligations;

• A revamped regime for enforcement, remedies 
and liability.

5. Pending Legislation on Zero Hours 
and Precarious Work risks Labour 
Market Flexibility 

Despite the absence of any prevalence of zero hours 
contracts in Ireland, there are some three separate 
bills before the Oireachtas that seek to increase 
the levels of protection for these types of workers. 
Most recently, the Minister for Employment Affairs 
and Social Protection published the Employment 
(Miscellaneous Provisions) Bill 2017 on 7th December 
2017 which all affect zero and low hours’ contracts. 
The proposal that employers provide additional basic 
information in five core areas to each employee at 
the commencement of the employment relationship 
will be welcomed by most and is consistent with 
good employment practice.  However, some key 
concerns remain in the following areas:

• Creation of a Criminal Offence – It is a great 
concern that should an employer breach the 
proposed legislation, they will be guilty of a 
criminal offence on successful prosecution. 
The offence will be limited to a failure by the 
employer to provide the statement of five 
core terms of information within one month of 
commencement. Such an offence would attract 
a fine of up to €5,000, and or imprisonment for 
up to 12 months. 

• Casual Work –The Bill states that zero-hour 
practices are only to be allowed in limited 
circumstances e.g. where emergencies or short-
term relief work to cover routine absences. 
Employers will be concerned that any definitions 
in the Bill must not dilute the application of other 
existing provisions, including the definition of 
casual work. The Bill proposes that an employer 
who deliberately misrepresents employees as 
casual could be prosecuted by the WRC for 
providing false and misleading information.

• Banded Hours - The proposals allow for the 
creation of a new right to banded hours for an 
employee whose contract of employment does 
not reflect the reality of the hours worked by him or 
her on a consistent basis using a reference period 
of 18 months. This appears to be an ‘upward only’ 
adjustment and does not allow for a reversion to a 
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lower band and if so, could discourage employers 
offering part-time roles. It remains unclear what 
will happen if a banded hours contract, once in 
place, is not met as to how the hours may be 
balanced out and payment made for the banded 
hours. It should be noted that these obligations 
will not apply where an employer has entered 
into a banded hour arrangement by means of a 
collective agreement and so favours unionised 
employments over non-union employments or 
those who practice a direct engagement model.

6. Plethora of Private Members 
Bills signal ‘Politicisation’ of the 
Workplace.

The number of private members Bills in the 
Oireachtas on workplace issues signals the political 
importance being attributed to workplace issues.  
The following is a sample of the more significant 
measures being advocated of interest to employers:

• The Labour party is sponsoring the private 
members’ Protection of Employment (Measures 
to Counter Self-Employment) Bill 2017 to seek 
to address the issue of bogus self-employment. 
Whilst efforts to tackle bogus self-employment 
should be a priority for all stakeholders, the Bill 
seems to ignore the respected common law tests 
for determining whether a person is employed or 
not or even the Revenue Commissioners code of 
practice on the issue of employment status. The Bill 
prefers a low threshold for a person to be deemed 
to be an employee and refers to the person being 
in a position of “subordination” where the person 
is required to follow instructions regarding the 
time, place and content of his or her work. In 
enacted, the Bill could have serious implications 
for managed service contracts and the use of 
genuine independent contract arrangements.

• The Trade Union Representation (Miscellaneous 
Provisions) Bill 2018 has just been introduced by 
Sinn Féin which seeks to “confer on authorised 
unions the right to have their representative duties 
to their members for collective bargaining and 
disciplinary matters recognised by employers.” 
The party is seeking to amend the Trade Unions 

Act of 1941 by introducing a right for “an 
authorised union” to represent its members for 
the purposes of collective bargaining.

• The National Minimum Wage (Protection of 
Employee Tips) Bill 2017 has been proposed 
by Sinn Féin to amend the National Minimum 
Wage Act and to add protections to ensure that 
employees receive the tips paid by customers. 
If passed into law it would make it illegal for an 
employer to withhold, deduct, or demand the 
return of a tip from an employee without a lawful 
excuse. It would require businesses to display their 
tipping policy on a menu or in a prominent manner.

• On pensions, we have seen a range of legislative 
changes proposed under private members bills to 
rules on the winding up of defined benefit pension 
schemes. These include measures to prevent 
solvent companies ‘reneging’ on their pensions 
obligations to employees; to make it ‘illegal’ for 
a solvent company to wind up a defined benefit 
pension scheme without the consent of the 
Pensions Authority and to introduce a statutory 
contract debt due from the employer when 
winding up a defined benefit pension scheme 
which does not satisfy “the funding standard”

If you wish to discuss any item raised in this update 
please do not hesitate to contact me or any member 
of our Stratis Team.

Brendan McGinty 
Managing Partner

E: brendan.mcginty@stratis.ie

T:  +353 (0) 1 2166302      

M: +353 (0) 87 2433038

W: www.stratis.ie       

Twitter: @stratisconsult
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