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• Overview of Europe and the 
European Union (EU)

– Growth
– Institutions
– Key legislation
– Cross-border pensions
– Works councils
– Social security (SS)

• Collaborative Exercise
• Country Perspectives

– Germany
– France
– UK

• Collaborative Exercise
• Sub-Regional Perspective

– Central and Eastern Europe
– Nordic region benefits in other 

European nations
– Belgium, Ireland, Italy, Netherlands 

Spain and Switzerland
• Trends and Key Takeaways

Agenda
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1. CBA
2. Sickness Fund
3. Cadre
4. BVG/LPP
5. VHI

6. Social Partners
7. Eco Vouchers
8. Season Ticket Loan
9. Salary Sacrifice
10.Support Fund

Terminology Challenges
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• Mandates increasing for occupational plans (especially pension and medical)
• Defined benefit (DB) to defined contribution (DC) transition continues
• Financial literacy and education increasingly important
• Gender parity legislation
• Greater and shared protections for working parents and other carers
• Employee awareness of benefit value an opportunity for HR
• Flexible benefit programs for tax and multigenerational needs
• Private medical increasingly important and medical trend rising
• Work from home or abroad
• Mobility within the EU a challenge for benefits consistency and portability
• Maximizing purchasing power across countries 
• Pan-European programs and insurance [Freedom of Services, Institutions for Occupational

Retirement Provision (IORP), etc.]

Trends Affecting Multinationals in Europe

4



European Organizations
European Economic Area Non EEA

European Union European Free 
Trade Association

Eurozone Non-Eurozone EFTA 
(non-EU)

EFTA 
(non-EEA)

EU 
Candidates/ 
Applications

Austria
Belgium
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Portugal
Slovakia
Slovenia 
Spain 

Bulgaria
Croatia
Czech Republic
Denmark
Hungary
Poland
Romania
Sweden

Iceland
Liechtenstein
Norway

Switzerland Candidates:
Albania
N. Macedonia 
Montenegro
Serbia
Turkey
Applicants: 
Bosnia
Herzegovina
Non-EU 
members using 
the Euro: 
Kosovo, 
Montenegro, 
several 
microstates and 
French 
territories
Fixed currencies 
pegged to the 
Euro: Kosovo

Source: http://www.nationsonline.org/oneworld/europe_map.htm
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Challenges Within Europe
• Demographic: Aging workforce
• Economic: Recovery
• Immigration: Refugees 
• Political: EU political stability, security, 

COVID
• Digitalization: Power of the internet

Thousands of people protested against the Dutch government’s 
coronavirus lockdown measures in Amsterdam [Peter Dejong/AP Photo]
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European Commission European Council Council of the EU European Parliament

Executive Political Body Legislature
(upper house)

Legislature
(lower house)

• Proposes new legislation to 
Parliament and Council

• Implements policy
• Administers budget
• Negotiates treaties

• Heads of state
• Sets priorities
• Gives impetus and direction

• Acts as legislature with 
Parliament

• Budgetary power
• Concludes international 

agreements

• Acts as legislature with 
Council

• Budgetary power
• Appoints Commission 

members

Court of Justice of the 
European Union

European Court of 
Auditors European Central Bank

Judiciary Financial Auditor Central Bank

• Reviews legality of acts of 
institutions

• Interprets EU law
• Ensures compliance
• Decides legal disputes

• Examines use of revenue 
and expenditure of 
EU institutions

• Sets monetary policy with 
national central banks

• Ensures price stability in the 
Eurozone

EU Institutions
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• Regulations
– Directly binding legal force throughout all member states
– Governments do not have to take additional action; On par with national laws

• Directives
– Bind member states to achieve specific results through national law
– Specify a date by which national laws must be adapted, leaving flexibility as to form and 

means of implementation
– May target one or more member states

• Decisions
– Fully binding on those to whom they are addressed

• Other (non-binding)
– Recommendations, opinions, communications, codes of conduct, consultative documents 

(green papers, white papers)

EU Legal Instruments
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Information and consultation rights of workers
• National framework for informing and consulting employees (works councils) 
• Transnational framework for establishing European works councils for companies with at least 

1,000 employees and at least 150 employees in each of two member states

Key Legislation and Rulings:
Labor Law

Country Works Council
Austria From 5 workers
Belgium From 100 workers
Cyprus From 30 workers
Denmark From 35 workers (Co-Operation Committee) 
Finland From 30 workers, must set up employee representation and participation arrangements
France From 50 workers (Central and/or Group Council also required in multi-council companies)
Germany From 5 workers, upon demand
Greece From 50 workers, upon demand
Ireland No system of statutory Works Council; information and consultation rights as from 100 workers
Italy By collective agreement—two types: RSA and RSU
Luxembourg From 150 workers
Netherlands Compulsory if more than or equal to 50 workers
Norway From 100 workers
Portugal If requested by workers
Spain From 50 workers 
Sweden No system of statutory works council—employee representation under Co-Determination at Work Act
Switzerland From 50 workers, upon demand
UK No system of statutory works council; information and consultation rights as from 100 workers
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Collective 
Bargaining

Country
% Covered by 

collective 
bargaining 

Key level of collective bargaining

France 98% Industry and company
Belgium 96% National (sets framework)
Austria 95% Industry
Portugal 92% Industry 
Finland 91% Industry—but much left to company negotiations
Slovenia 90% Industry
Sweden 88% Industry—but much left to company negotiations

Netherlands 81% Industry (also some company)
Denmark 80% Industry—but much left to company negotiations

Italy 80% Industry
Norway 70% National and industry
Spain 70% Industry—but new law gives precedence to company agreements

Greece 65% Industry—but crisis has given greater role to company negotiations
Croatia 61% Industry and company
Malta 61% Company

Germany 59% Industry
Cyprus 52% Industry and company

Luxembourg 50% Industry and company (varies with sector)
Ireland 44% Company 

Czech Republic 38% Company
Romania 36% Industry and company
Slovakia 35% Industry and company
Latvia 34% Company
Estonia 33% Company
Hungary 33% Company
Bulgaria 30% Company

United Kingdom 29% Company
Poland 25% Company

Lithuania 15% Company
EU average 62% Company, Industry, National

United States of 
America

11% Company

Sources: EIRO, ETUI, Bureau of Labor Statistics, USA

Hierarchy in
Sources of Law
• EU Regulations
• National Laws
• National CBAs
• Industry CBAs
• Company CBAs
• Employment Contracts
• Work Rules
• Acquired Rights
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• Volkswagen has works councils in every plant worldwide, except 
Chattanooga, TN

• On June 14, 2019, workers at Volkswagen’s factory in Chattanooga voted 
against representation by the United Auto Workers union (UAW)

• VW’s own efforts to establish a German-style “works council” in 2014 were 
met with legal challenges and challenges by two American unions

• In the US, the National Labor Relations Board (NLRB) has held that works 
councils in the absence of a recognized labor union are a form of company 
union prohibited under section 8(a)(2) of the National Labor Relations Act

– This theory has been upheld in the courts (c.f. Electromation, Inc. v. NLRB, 1994)

https://www.nytimes.com/2019/06/14/business/economy/volkswagen-chattanooga-uaw-union.html

Works Councils in the U.S.?
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Free Movement of EU Nationals*
EU citizens are entitled to:
• Look for a job in another EU country   
• Work there without needing a work 

permit
• Reside there for that purpose
• Stay there even after employment has 

finished
• Enjoy equal treatment with nationals in 

access to employment, working 
conditions and all other social and tax 
advantages

What This Means for HR:
• Increasingly diverse workforce, multiple 

cultures and languages
• Talent pools are affected by EU 

enlargement 
– Croatia restrictions ended July 2015 in 13 

countries, remain in Lichtenstein, 
Switzerland

– Ability for Turkish nationals depends on 
country

– Other countries/regions have agreements 
that their nationals, working legally in the 
EU, are entitled to same working conditions 
as the nationals of their host country

Key Legislation and Rulings:
Free Movement of Labor

*Article 45 of the Treaty on the Functioning of the European Union (1957), EU secondary legislation, and case law of the Court of Justice
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Social Security Coordination Within the EU:
• Covered by one country at a time
• Normally covered by the country where work is performed, not country of 

residence (frontier workers)
• Posted workers can remain covered by country of origin for a maximum of 

24 months
• If working in multiple countries and a substantial part of work (25%) is 

performed in country of residence, coverage is by that country
• Equal treatment and non-discrimination
• Totalization—When claiming benefits, previous periods of insurance, 

work or residence in other countries are taken into account
• Exportability—Benefits are paid into the country in which you are living

Key Legislation and Rulings:
Social Security
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• Most European social security systems provide benefits during
active working career
– Short-term disability, cash sickness benefits
– Maternity leave pay
– Family allowances
– Universal health care

• European health insurance card
– Emergency care when temporarily in

European Economic Area and Switzerland
– Authorized planned medical treatment in 

another member state (S2 form)

Key Legislation and Rulings:
Social Protection
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• Working conditions and Working Time Directive (2003/88/EC)
– Every employee must be provided with written information on essential elements of employment 

relationship
– Weekly working hours must not exceed 48 hours on average, including overtime
– Minimum daily rest period of 11 consecutive hours in every 24
– Rest break if the worker is on duty for longer than 6 hours
– Minimum weekly rest period of 24 uninterrupted hours for each 7-day period
– Paid annual leave of at least 4 weeks per year
– Extra protection for night work

• Part-time, fixed-term and temporary agency workers
– Fixed-term and part-time workers cannot be treated less favorably, unless justified on objective grounds
– Equal treatment of temporary agency workers

• Posting of workers
– Posted workers should enjoy the same terms and conditions of those in the host country, including

equal pay for equal work (no “social dumping”) (Directive (EU) 2018/957)

Key Legislation and Rulings:
Labor Law
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• Collective redundancies and transfers of undertakings
– Workers’ representatives must be consulted on projected redundancies
– Rights and obligations under employment contract pass to new 

employer
– Collective agreements continue to apply until they expire, are 

terminated or replaced but the period for observing them may be 
limited, provided it is not less than one year

– Dismissals may only occur for economic, technical or organizational 
reasons, or for certain categories of workers not covered by legislation 
protecting against dismissal

– See Transfers of Undertakings Directive 2001/23/EC

Key Legislation and Rulings:
Labor Law
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EU Legislation
• General Data Protection Regulation (2016/679) in force May 2018

– Consent
– Independent Data Protection Officers within companies whose core activity involves processing of 

personal data
– Data breaches notified to Supervisory Authority
– Right to erasure of personal data
– Data portability requirements

EU-U.S. and Swiss-U.S. Privacy Shield
• Participating U.S. companies must:

– Self-certify annually that they meet the requirements
– Display privacy policy on their website
– Reply promptly to any complaints
– If handling human resources data, cooperate and comply with European Data Protection Authorities
– See www.privacyshield.gov

EU Data Protection
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Institutions for Occupational Retirement
Provisions (IORP)
• Objectives:

– Improve solvency, governance and transparency
– Ensure protection for pension plan members 
– Liberalize investment environment for retirement plans
– Remove barriers to cross-border retirement plans
– Content and format standard for annual member statements (IORP II)

Key Legislation and Rulings:
Cross-Border Pensions
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Institutions for Occupational Retirement 
Provisions (IORP) (continued)

• Challenges:
– Each member state operates under very different tax structures
– Pensions are delivered in different ways across the EU
– Selection of an appropriate domicile
– All IORPs must be fully funded at all times (current requirement)
– Providers are not geared up

Key Legislation and Rulings:
Cross-Border Pensions
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Institutions for Occupational Retirement 
Provisions (IORP) (continued)

• Potential advantages:
– Fewer service providers
– Improved governance
– Improved administration (single administrator)
– Cost efficiency due to economies of scale on investment and 

advisory fees
– Workforce mobility (within Europe and even an alternative to 

an international pension plan)

Key Legislation and Rulings:
Cross-Border Pensions
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Cross Border Pension (IORP) Structure

IORP
Pension Institution

Netherlands
Benefit Plan

France 
Benefit Plan

Spain 
Benefit Plan

Belgium 
Benefit Plan

Host Countries
Social, Labor and Tax Law
• Plan design
• Vesting rights
• Portability
• Indexation
• Taxation for the member

Home Country
Prudential Framework
• Financing and legal entity 
• Single supervisor and fund
• Host country sections
• Funding requirements
• Investment requirements
• Taxation of pension funds
• Attractive locations:

– Belgium, Ireland, Luxembourg
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• Gender Pay Parity Reporting—Recommendation 2014/124/EU based on Directive on 
Equal Treatment of Women and Men 2006/54/EC

• Right to Disconnect—Resolution; An outgrowth of The Working Time Directive 
(Directive 2003/88/EC)

– In January 2021, the European Parliament passed a resolution asking the Commission to prepare a 
directive “that enables those who work digitally to disconnect outside their working hours”

• Work-Life Balance for Parents and Carers Directive—Sets out minimum 
requirements for family-related leaves (paternity, parental and carers’ leave) and flexible 
working arrangements, most by August 2022

– By April 4, 2022, all EU member states must offer a minimum of 10 days of paid paternity leave
– Parental Leave—Birth or adoption, all workers, minimum of 4 months
– Carer’s Leave—Minimum 5 days

• Whistleblower Directive—Many countries have not complied by 1/21 as required 
(Germany, Finland, Poland, etc.)

Items to Watch For
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• Mandated benefits are common, 
especially to provide occupational 
pension

• Greater prevalence of DB pensions
• Collective bargaining agreements at 

multiple levels
– Employer unions
– Industry, regional, national
– Consultation and codetermination 

(works councils)
• Benefit entitlement tied to employee 

classification or family status
• Acquired rights and protections in M&A 

(TUPE)

• Occupational health exams (not insured 
with medical program)

• High prevalence of company car 
programs; Leases often more tax-
effective

• Integration and coordination of benefit 
plans with social benefits

• No equivalent of 1099 independent 
contractor

• Equal treatment of part-time, fixed-term 
and contractors

• Short-term disability may be paid by 
social insurance or statutory requirement

Important Features Specific to 
European Benefits
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Are We Saying the Same Thing?

What do we mean?
a) 2,275
b) 1.250.000
c) 08/02/2014
d) Nil
e) Excess

Be careful to avoid miscommunication.
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Your company is interested in exploring business 
development opportunities in Europe. Your CEO has asked 
you to identify someone in France to work as an 
independent contractor.
• What do think the process will involve?
• What concerns would you have?

Collaborative Exercise
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Lucile Randon, born February 11, 
1904, is the world’s oldest living 
person since April 19, 2022

Randon is a Roman Catholic nun 
living in Toulon, France

Life Expectancy Gains
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Demographics: Life Expectancy

Source: Eurostat
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Demographics: Life Expectancy
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European Demographics

Source: Eurostat (online data code: demo_pjanind)
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• Aging population
– Increasing life expectancy
– Decreasing birth rates

• Changing ratios of old to young
– In 2020, more than one fifth (20.6%) of EU population was age 65 and older
– Share of people 80 years or older in EU population is projected to have a 

two-and-a-half fold increase between 2020 and 2100, from 5.9% to 14.6%
– By 2050: 

• There will be twice as many elderly as young people in EU
• Average age of EU citizens will be 49
• EU working population will decline by 16% while retired population increases by 77%

• Requires government action to sustain social security system

European Demographics
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Cost of Social Security and Other 
Compulsory Systems (Western Europe)
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Retirement Replacement Rate:
Social and Mandatory Programs

Low Earners = 0.5 average worker earnings
High Earners = 1.5 average worker earnings
https://youtu.be/IvXabsQelj0
Source: OECD Pensions at a Glance 2021

USA
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Country Perspectives: United Kingdom
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Brexit

Current Status

The UK left the EU on January 31, 2021. 

Results

Lots more paperwork, higher costs, additional complexity. Workarounds found, but 
no longer has same access to EU markets, jobs, residency. Has exacerbated labor 
shortage, breathed new life into Scottish independence, and smaller inconveniences 
such as return of data roaming charges for UK travelers in the EU and vice versa.

Workforce Decisions 

Freedom of movement for EU nationals no longer applies (except for Ireland). 
EU and EEA citizens going to the UK since January 1, 2021, are subject to 
immigration controls and the UK’s new points-based immigration system. Those in 
the UK previously had until June 30, 2021, to apply for immigration status under
EU Settlement Scheme.
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• “New” State Pension is being paid since April 1, 2016
• National Insurance contributions also provide health coverage, 

unemployment, incapacity, bereavement and maternity benefits

National Insurance

£533 to 
£758 a 
month

£758 to 
1,048 a 
month

£1,048 to 
£4,189 a 
month

Over £4,189 
a month

EMPLOYER 0% 15.05% 15.05% 15.05%

EMPLOYEE 0% 0% 13.25% 3.25%

As of July 6, 2022
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Retirement Benefits
Trends in company-sponsored retirement plans
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• Automatic enrollment was phased in from 2012, 
starting with largest UK employers

• All eligible workers must be automatically enrolled in 
employer’s workplace pension scheme, unless they 
choose to opt out

• Non-participating employees must be reenrolled 
every three years

• Minimum employer contribution: 3%
• Minimum total contributions: 8%

United Kingdom: 
Pension Automatic Enrollment
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• Employers must auto-enroll all eligible employees into a “qualifying” 
pension scheme and . . . 
1. Do individual employee checks annually: 

• Total contributions must be at least 8% of qualifying earnings, with at least 
3% contributed by employer; or

2. Certify their scheme under one of the following tiers: 
• Tier A—Contributions of at least 9% of basic pay, at least 4% from employer
• Tier B—Contributions of at least 8% of basic pay, at least 3% from employer 

and dependent on basic pay being no less than 85% of total earnings
• Tier C—Contributions of at least 7% of total pay, at least 3% from employer  

Auto-Enrollment Requirements
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• Typical company (DC) plan
– Employer contribution: 3%-15% (6% average)
– Employee contribution: Minimum difference between 

employer contributions and 8%
– Optional contribution matching is common
– Same contribution structure for all employees 

(except executives and senior managers)
– Trust for occupational plans, insured contract for 

group personal pensions

Retirement Benefits

39



• Executive benefits
– Often negotiated separately
– Can include compulsory exclusion from final salary 

plan and contributions to a DC plan
– Around half of employers offer higher DC contribution 

rates to executives than other employees
– Typical DC company contribution rate for executives: 

16%-20% of salary 

Retirement Benefits
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• Typical company (DB) plan

Retirement Benefits

– 1/60 x final average salary x 
service

– No statutory “earnings cap”
– Normal retirement age: 65 
– Early retirement terms 

typically provided
– Trust fund
– Employee contributions 

(5%-10% of pay)
– Contracted out

– 2-year vesting
– Partial tax-free lump sum 

available at retirement
– Pension increases before and 

after retirement 
– Additional voluntary 

contributions, typically on DC 
basis

– Cannot currently access funds 
before retirement
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• Executive benefits
– Executives may be affected by tax-advantaged lifetime allowance 

of £1,073,100 in 2022
– Annual allowance for 2022 is GBP 40,000 
– Many employers provide cash in lieu of retirement benefits 

in excess of lifetime allowance
– Supplemental (unfunded) plans for benefits in excess of lifetime 

allowance are also used, but are now less common

Retirement Benefits
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United Kingdom Pensions Freedom 
(DC plans)

As of April 6, 2015

Drawdown rules apply from age 55

Initial 25% lump-sum withdrawal tax-free

Balance of funds can be drawn down at any time, taxed at marginal income tax rates

Contributions made after flexible drawdown (flexi-access) are limited to GBP 4,000 annually

 If death occurs before age 75, paid to beneficiary tax free 
 If death occurs on or after age 75, lump-sum taxed as income

Free and impartial advice on options available at retirement
 Trustees of occupational pensions (trust-based) will be required to ensure 

advice is made available to retiring employees
 Providers of Group Personal Pensions and Self-Invested Personal Pensions will 

be responsible for ensuring advice is available
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• Death benefits
– Levels vary by company/industry
– Insured lump sum of 4x salary
– Spouse’s pension (typically available for DB members 

only)—50% of projected pension
– Accidental death and dismemberment (AD&D) 

not common

Death and Disability Benefits:
Typical Company Plan
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• Short-term disability
– Benefits based on length of service and duration of 

disability—100% for 3 months, 75% for 3 months
– Includes statutory sick pay of £99.35 per week in 

2022, for up to 28 weeks

Death and Disability Benefits: 
Typical Company Plan
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• Long-term disability
– Most companies provide 50-75% of salary including 

social security, or prospective retirement pension
• Paid after 6-month waiting period

– Benefit may either continue to retirement date or for 
limited fixed term

Death and Disability Benefits: 
Typical Company Plan
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• National Health Service (NHS)
– Free medical consultation, hospitalization, surgical and 

other medical provision
– Prescription charge: £9.35 in England per item (waived 

for children, pregnant women and people over 60)
– Charges in Northern Ireland, Scotland and Wales waived
– Cost included in National Insurance contributions 

Medical Benefits
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Private Medical Insurance (PMI)
• To avoid wait times in NHS, usually set up as an add-on to NHS benefits so member can use 

private facilities when they require a specialist consultation or inpatient service
– Offering PMI allows employees to recover more quickly and provides choice for practitioners, 

treatment dates and hospitals

• Insured plan, non-contributory, no co-payments but often an “excess” (deductible)
• Spouse and dependents covered—Employee-paid or shared cost (except management level)
• Member benefits typically include:

– Prescription medicines, accommodation and nursing, surgeon, physician and anesthetist fees, specialist 
consultation fees, inpatient treatment and outpatient treatment

– Cancer coverage may be available under some plans (although coverage may be restricted to control costs)
– Coverage may include counselling and advice for employees 
– Telemedicine (virtual visits) are becoming more popular, with chat availability and unlimited video 

appointments with doctors
– Dental and vision care may be included (reimbursements up to fixed limits may apply)

Medical Benefits
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• NHS coverage has been reduced
• Co-payments required, up to ceiling
• Increasingly difficult to access NHS dentists
• Private coverage becoming more common
• Vision vouchers to meet statutory requirements

Dental/Vision Benefits
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Country Perspectives: Germany
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Typical Employee Benefits
Most importantPension

• Pension promise is the most important part of an employee’s package
• Often includes death and disability benefits 
• Trends: DC plans “German style,” funding, efficiency 

Equally importantCar
• Generally, top executives are entitled to have a higher-class company car
• Trend: “green car policy”/“green fleet policy”

ExpectedAnnual Leave
• Legal minimum of 20 days (5-day work week)
• Practice is 30 days, with additional days for long service
• Trend is to limit additional days to 6

STD/Health Care
• Legal requirement to pay first 6 weeks
• Practice is to pay up to 52 weeks for managers (coordinated with sickness fund payments)
• Cost of routine health checks benefit (especially for executives)
• However, supplemental health not as important or common in Germany 
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• Legal requirement to permit employees 
to contribute to a pension plan through 
payroll deduction (employer not required 
to contribute)

• Prevalence: Over 78% of German 
employees covered

• DB (traditional book reserves)
– Normal retirement at age 65 (increasing to 67), 

early retirement at age 63
– Legal vesting period is age 25 and 5 years 

of plan membership—This changed in 
2018 to age 21 and 3 years

– Final 5-year average base salary [FAS(5)] 
(older plans)

– Typical accrual rates—Step rate formula:
• 0.2%-0.5% of FAS(5) up to SSCC
• 0.6%-2.0% of FAS(5) over SSCC 

• DC hybrid (newer plans, often via support 
fund)

– Typical contribution rates—Step rate formula:
• 1.5%-4.0% of salary up to SSCC
• 6%-15% of salary over SSCC 

– Most plans are non-contributory, but matching 
becoming more common 

– Mandatory indexing of pensions if economic 
situation is suitable

• Senior executives often have individual 
promises

SSCC: Social Security Contribution Ceiling

Retirement Benefits
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• Occupational:
– Linked to employment/professional relationship between plan 

member and entity that establishes the plan
• Personal:

– Not linked to employment relationship
– Established and administered directly by pension fund or 

financial institution acting as pension provider
– Individuals purchase and select the arrangements
– Employer may make contributions

Supplemental Pensions
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• Shifting from final salary DB
– Majority of large German companies changed their old DB plans
– Newer DC plans are either:

• Hybrid DC plans; or
• DC plans with guaranteed return

– Several reasons for trend:
• Stable pension cost
• Simple combination with employee’s funding
• Occupational pensions integral part of total compensation
• Recently, drops in discount rates highlighting volatility of costs and liabilities of DB plans

– About 65% chose a hybrid DC model
– In majority, employee contributions are required or voluntary

Retirement Benefits:
Legal Environment and Current Trends
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Direct 
Commitment

(Company has 
primary liability for 

payment of benefits)

1.

Unfunded
Internally Financed 

With or Without 
Backing Assets

(Book Reserves)
PSV Contributions 

for Insolvency 
Protection*

No Maximum
Tax-Efficient 
Contribution

Funded via
Reinsurance

Funded
via Contractual Trust

Indirect 
Commitment

(Company liable if 
external provider
does not fulfill 
commitments)

2. Support Fund

Externally Financed

3. Pension Fund

Maximum 
Tax-Efficient 

Contribution equal to 
8.0% of Social

Security Ceiling Plus 
EUR 6,816 per Year

4. Pensionskasse

No PSV Contribution 
Required

5. Direct Insurance

Social Partners 
Model 6. DC/No Guarantees

German Pension Financing Vehicles
Largest number of allowed financing methods in Europe

* Contributions to the German Pension Security Fund (Pensionssicherungsverein, PSV) = approx. 0.4 % of value of covered benefits. 
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German Pension Financing Vehicles
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• DB or DC
• Unfunded—Book reserves

– Affects balance sheet
– No external structure

• Funded
– Reinsurance
– Plan assets placed in a CTA 

or “trust” structure

• No cap on contribution 
levels

• Taxed at dispersal
• No social contributions
• PSV (solvency) 

contributions

Direct Promise (Direcktzusage)
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• High administrative cost; Most often for large companies or 
groups of companies

• Autonomous externally funded pension fund
• Must have a guarantee
• Contributions up to 8% of social ceiling tax-effective for 

income tax, 4% for social taxes
• No social contributions
• Via special insurance companies serving one or several 

employers
• PSV (solvency) contributions

Pensionskasse
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• Legally independent fund, often a mutual pension fund 
association

• Pensionsfonds must have a (limited) guarantee
• Can invest a larger amount in shares
• Can be used to transfer pension obligations from DB pension 

schemes and support funds out of a company without 
incurring taxes

• Lower contribution rate to PSV
• Contributions up to 8% of social ceiling tax-effective for 

income tax, 4% for social taxes

Pensionsfond
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• Employer takes out a life/annuity insurance contract on 
employee

• Employer pays contributions to the contract
• Employee has claim against insurance company
• Must have a guarantee
• Contributions up to 8% of social ceiling tax-effective for 

income tax, 4% for social taxes
• Can be used as a supplementary benefit or employee-

funded deferred compensation

Direct Insurance 
(Direckt Versicherung)
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• Separate legal entity set up
• Support funds cannot be transferred to a new employer
• No limit on contributions
• Can be employer or employee funded
• Reinsured support funds are a common version

– Often set up by insurance companies offering administration of pension plans 
as a business service

– Require full funding through life insurance contracts
• Employer-financed—Contributions are tax and social security 

contribution free
• Employee-financed—Contributions are tax-free and social security 

contribution free up to 4% of SSCC

Support Fund (Unterstützungskasse)
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• Law to Strengthen Occupational Pensions (BRSG) 
• True DC options allowed:

– As of January 1, 2018, Germany allows DC plans without 
benefit guarantees

– Limited to Direct Insurance, Pensionskassen and Pensionsfonds
– Must be run to benefit staff under a collective bargaining 

agreement (CBA) operated under a social partnership model
– Plan may be opened to companies not under that CBA
– Details, such as contribution levels, can be delegated to 

companies

Social Partner Model
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• Social model not meant as a standalone—It should 
complement existing pensions, not replace them

• Has a defined ambition target for pension payouts; 
No guarantees

• Certain capital funding ratios need to be met; 
If capital funding ratio falls below 100%, pensions will 
be reduced

• Target buffer, aimed to reduce volatility, can be agreed 
and financed by supplementary contributions

Social Partner Model
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• Introduced as future social benefits reduced in 2002
• Provides access to a salary sacrifice plan to any 

employee requesting it
• Subsidized by government; Employee must contribute up 

to 4% of social security ceiling to receive subsidy
• Guaranteed
• Most common form is direct insurance
• Strict payout: 30% lump sum; Rest annuity
• Partial tax refund on contributions

Riester Pension
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• Developed for self-employed, freelancers and 
high-income earners

• Members can deduct a large amount of their 
contributions from their taxes as special 
expenses within certain limits

• No lump sum, payable after 62, not inheritable

Rürup Pension
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Occupational Retirement Provision
• Where an employer saves on social insurance taxes with a salary 

sacrifice plan, there is now a required employer contribution of 
15% of employee’s salary sacrifice contributions into a pension plan 

• Contributions are immediately vested
• Applies to employee salary sacrifice contributions to Direct 

insurance, Pensionskasse, Pension Fund
• Previously implemented for new plans; Effective for all existing plans 

as of January 1, 2022

Pension Update
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• Employees invest time, mainly overtime or unused 
vacation or money (e.g., special pay)

• Receive accumulated account credits plus interest
• Can be used for early retirement, for a sabbatical or as 

additional company pension scheme 
• Taxation when credit is used

Working Time Accounts
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• Typical company plan 
– Spouse, children’s, disability pension through main 

retirement plan
– Death: 50%-60% of employee’s projected pension for spouse, 

10%-15% of employee’s pension for each eligible child
• Lump sum only if no survivor’s pension payable or under DC 

insured plans
– Disability: Companies typically provide pension based on 

service age projected to 55 or 65
– Vesting at 3 years

Death and Disability Benefits
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• Medical
– Employer-sponsored plans are rare, but gaining some interest
– Membership in social sickness fund is compulsory for those earning less than 

EUR 57,600 per year in 2021
– Employers contribute 7.30% and employees 7.30%, up to a ceiling of EUR 

58,050 in 2021
– Employees earning above ceiling of EUR 64,350 may opt out of local sickness 

fund for private medical insurance
• May be difficult to re-enter Sickness Fund system 

– Social and private plans provide comprehensive medical benefits
– Minimal cost-sharing for covered individuals
– Additional company benefits rare and usually restricted to senior employees

Health Benefits
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• Long-Term Care Insurance
– Employer and employee each pay 1.275% on earnings up to 

EUR 58,050
– Additional 0.25% payable for employees over age 23 and 

without children
• Dental/Vision

– Covered under sickness funds

Health Benefits
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Country Perspectives: France

What’s the name of this island?
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Pension Reform:
• AGIRRC and ARCO merge
• PACTE  

– Reform to streamline business
– Employees will be able to maintain and add to their savings accruals 

throughout their professional lives
– Withdrawals of lump sums will be facilitated

Important Updates
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• Sexual Harassment
– Companies with at least 

250 employees to appoint a 
point of contact responsible 
for guiding, informing and 
accompanying employees in 
fight against sexual 
harassment

Recent Reforms in France

Source: Reuters, July 5, 2016
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• Leaves Expanded or Paid
– As of fall 2020, caregiver leave 

now paid
– As of July 2021, total paid paternity 

leave expanded from 14 days to 28 
days, with requirement to take at 
least 1 week off after birth of a child

• Gender Pay Equity
• Payroll electronically reported and 

monitored
– 3 years to erase pay gaps or face 

fines

Recent Reforms in France

Source: Reuters, July 5, 2016
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• Social Security
– PAYG Social Security pension scheme covers all employees on salary up to 1 times 

social security ceiling 
– Annual social security ceiling (SSC) amounts to EUR 41,136 in 2022

• ARRCO and AGIRC compulsory retirement schemes merged

– Points systems:
• Contributions used to purchase pension points; Accumulated points are converted into pension 

at retirement using point value
• Earnings-related employer and employee contributions
• Employer contributions to ARRCO and AGIRC schemes are fully tax-deductible

Mandatory Retirement Benefits

AGIRC/ARRCO ER PENSION 
CONTRIBUTION

EE PENSION 
CONTRIBUTION

CEILING

Tranche 1 4.72% 3.15% EUR 41,136

Tranche 2 12.95% 8.64% EUR 41,136 to
329,088
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Current Income Replacement in Private Sector at Retirement

Mandatory Retirement Benefits
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• Retirement indemnities
– Employee who retires is entitled to a retirement indemnity: 

Lump sum payable upon leaving
– Minimum legal indemnity in the Labor Code

• Higher indemnities usually provided by collective bargaining 
agreements

– Based on years of service in company, and whether retirement is 
voluntary or involuntary

– Social charges (payroll taxes) applied to benefits
– No funding requirement
– Subject to ASC715 or IAS19 accounting

Mandatory Retirement Benefits
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• Profit-Sharing plan: Plan de Participation
– Mandatory for companies with 50 or more employees 
– Benefit formula mandated by law and based on company’s profit
– Employer must pay 8% social tax (“forfait social”) 

• Gain-Sharing plan: Plan d’Intéressement
– Set up for a period of 3 years and offered to all employees (1 year for a 

company with less than 50 employees), with automatic renewal
– Formula should be linked to company performance (financial or non-financial)
– Strong tax incentives:

• Employees exempt of social charges and income tax on profit share payments if held in 
a savings plan (PEE, PERCO or PER) for 5 years

• Gain-sharing payments are corporate tax-deductible; However, employer must pay 8%
social tax (“forfait social”) 

Profit- and Gain-Sharing Plans
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• Time Savings Plan
– Compte Épargne Temps (CET) is a time savings account 
– Allows employees to accrue paid leave rights or receive 

remuneration (immediate or delayed) in return for periods of 
leave not taken, or amounts allocated to the account

– Open to all employees by collective agreement or sector 
agreement

– If collective agreement allows (and PERCO or PER plan exists,) 
possibility to transfer savings from CET to PERCO or PER

– Possible employer contribution

Time Savings Plans (CET)
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Supplementary Retirement Plans

PERP Insurance 
Products

DB Plans
• Art. 39 of Tax Code

DC Plans
• Art. 83/82 

(Tax Code)
• PERE

Collective Savings 
Plans

• PEE
• PERCO
• PER

Individual 
Savings Plans 

(e.g., securities)

Employer-sponsored plans

Individual products
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• DC plans (Article 83 of the Tax Code)
– Must be compulsory and collective for “objective categories” employee 

to benefit from favorable social treatment
– Employer must contribute and employee can make voluntary 

contributions (common practice) 
– Contribution rates range from 3% to 5%, usually split between 

employee and employer (40/60)
– Must be paid as pension, funded through insurance contract in 

individual account
– Employee investment choice not common (although possible)

DC Plans

As of 2014: Senior executives no longer 
recognized as an “objective category”
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• Under the New Retirement Reform . . .
– Employee can send up to 5 days of paid time off (PTO) into 

plan if no CET in force
– DC plans keep their current favored tax status:

• Employer contributions up to 5% of earnings, and limited to 
5 times SS ceiling, are exempt from payroll taxes but subject to 
8% social tax

• No income tax on contributions if total contributions are below 
8% of earnings, limited to 12% of SS ceiling

DC Plans
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• DB plans (Article 39 of the Tax Code)
– Usually, an annuity defined by formula of vesting rights and payable 

on retirement
• Latest retirement reform: In addition to postponing minimum 

legal retirement age from 60 to 62, significant new constraints 
introduced on DB plans

• In addition to existing taxes:
– Employee tax of 8.1% (CSG-CRDS) on pension; and 
– Employer tax of 24% on funding contributions or 16% on entire 

pension if pension was set up before January 1, 2013 
(32% on pensions settled after January 1, 2013)

DB Plans
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• Company savings plans with tax efficiencies, such as PER, PEE, 
PERCO plans are most common supplemental retirement plans

• Going forward, only PER may be established
• Income and social tax-free contributions for employers at a match of 

up to 3x employee contribution (subject to fixed ceiling)
• Generally, withdrawals may be made only after certain time 

thresholds are met
• Once time thresholds are met, proceeds are subject only to a 

modest capital gains tax
• Employee contributions are made on a post-tax basis

Company Savings Plans
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• Created to simplify savings accounts for employees across employers 
– Funds are fully portable between PER plans

• Employees can voluntarily contribute up to 10% of taxable salary (deductible from 
income tax), and funds may be withdrawn before retirement for the following 
reasons:

– Purchase of a primary residence
– Disability of participant or family member
– Death of participant’s spouse or legal partner
– Bankruptcy, over-indebtedness and expiry of unemployment benefits

• At retirement, employees may receive a lump sum for only voluntary savings and 
annuity payment for remainder

• In addition, employees can now transfer accrued savings from old DC plans to PERs, 
and from an individual PER to a group PER

Plan d’Epargne pour la Retraite (PER)
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• PERCO-type PER contributions may take the form of:
– Unlimited cash payments from the employee
– Transfer from paid leave account (up to 10 days free of social 

tax)
– Employer top-up payments with annual amounts capped at 3 

times employee commitments within limit of 16% of annual 
social security contribution ceiling (as is the case for former 
PERCO)

– Funds from existing PEE and PERCO plans may be transferred 
to PER plan

Plan d’Epargne pour la Retraite (PER)

87



• Plan d’Épargne Entreprise (PEE) is a company savings plan
• Company savings plan can receive:

– Employee contributions—Voluntary payments limited to 25% of gross annual 
remuneration (income taxable)

– Employer can match up to 3x of employee contributions, up to maximum of 
12% of annual SS ceiling (income tax-free); However, employer must pay 
8% social tax

– Profit-sharing amounts 
– Gain-sharing amounts

• Amounts paid cannot be withdrawn for 5 years (with release exceptions)
• A number of exceptions apply (largely related to life events)
• No new PEE may be established, only PER

Collective Savings Plans (PEE)
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• Plan d’Epargne Retraite Collectif (PERCO) is a company 
retirement plan 

• Must cover all employees and can only be provided if PEE is 
also provided

• Open at employer’s initiative or by collective agreement
• Employee contributions—Voluntary but limited to 25% of 

annual salary (income taxable)
• Employer can match up to 3x employee contribution, up to 

maximum of 16% of annual SS ceiling (income tax-free)
– Employer must pay 8% social tax on contributions

Collective Retirement Savings Plans (PERCO)
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• PERCO
– Can receive amounts from profit-sharing plan, from gain-sharing 

plan or CET (10 days maximum)
– Employee can send up to 5 paid time off days into plan if no CET 

in place
– Amounts paid cannot be withdrawn before retirement 

(few release exceptions)
– Some release exceptions apply
– Can no longer be created as of 10/2020; Replaced by PER

Collective Retirement Savings Plans (PERCO)
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• Death benefits
– Exempt employees: 

• Typical lump sum is 225% to 300% of earnings
• Increase for married person and per dependent child (85%)
• Usually doubled for accident

– Non-exempt employees: Where separate plans exist (depends 
on industry), lump sum death benefit is normally below that for 
exempt employees

Death and Disability Benefits (“prévoyance”):
Typical Company Plan
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• Short-Term Disability
– Salary continuation usually provided for a certain period 

(typically 90 days) by collective agreement applicable to 
company

– Typical company benefit supplements social security 
to 70%/90% of salary

Death and Disability Benefits (“prévoyance”):
Typical Company Plan
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• Long-Term Disability
– Collective agreements may establish particular requirements
– Pension of between 30% and 90% of best 10 years’ salary 

limited to social security ceiling, depending on degree of 
disability

– Typical company benefit supplements social security up to 90% 
of salary, according to degree of disability

– Payable until death, recovery, retirement or age 62

Death and Disability Benefits (“prévoyance”):
Typical Company Plan
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• State systems provide wide medical and hospital benefits, but limited dental and 
vision 

• Employers must additionally enroll all employees in group health coverage providing 
specified minimum benefits

• All employees automatically covered; Coverage often extended to dependents
• Employers must pay at least 50% of premium for employee coverage
• Employees pay for medical care and are subsequently reimbursed according to 

prescribed percentage of costs or set tariffs (co-payment percentages related to 
amounts paid by social security)

• Effective 1 January 2019, “100% health” reform is being phased in progressively over 
transitional period from 2019 to 2021 (under complementary and social security 
health insurance)

– Reform promises choice of access to a basket of dental, audiological and optical coverage 
with 100% reimbursement by 2021 (enhanced coverage outside of “100% health” will be 
available)

Health Benefits
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• You are about to begin due diligence on a UK 
multinational that has branch offices in France and 
Germany. You already have employees in the UK.

• You have to present to management on the following:
– Top 3 financial issues that could either impact the deal price or 

impact your future cost structure
– Top 3 post-acquisition integration issues that could impact the 

success of your acquisition post closing

Collaborative Exercise
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• Most formerly 
communist

• Emerging markets
• Near-shoring option 

interesting for 
multinationals

• Strong talent pool
– Technical skills
– Language skills

Regional Perspective:
Central and Eastern Europe
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• Most joined EU within last 15 years
– Treaty of Accession for 10 countries in 2004 and 2007
– Croatia joined in 2013

• New member states reformed or introduced social security programs, almost all 
introducing 3-pillar pension system

– Funded and privately managed pension system under government control
• Distrust of government (pensions)—Austerity measures impact

– Contributions were reduced and assets diverted away from second pillar pension 
arrangements and back into first pillar PAYG (e.g., in Hungary (2011), Kazakhstan (2013), 
Poland (2014), Russia (2014))

• Lack of same insurance/pension infrastructure as in West
• Medical provision more common by network participation than PMI
• Significant uptick in multinational company activity in Central and Eastern Europe

Regional Perspective: 
Central and Eastern Europe
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Cost of Social Security and Other Compulsory 
Systems (Central and Eastern Europe)

Based on total annual earnings of EUR 50,000
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Retirement Replacement Income From 
Social Security and Other Compulsory Benefit 
Systems (Central and Eastern Europe)
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Bulgaria Czech Republic Hungary Poland

Pension Not common Highly common 3% employer 
directed to EE’s choice fund

Not very common, typically 
3% employer  

Auto-enrollment (PPK)
Employee contribution 
minimum 2%
Employer minimum 1.5%, 
customary 4-7%

Death
Common as group term life, 
1x-2x with AD&D and TPD 
riders

Common as group life or 
endowment policy, 1x to 2x 
with 2x AD&D rider, or lump 
sum benefit of CZK 10,000 to 
CZK 50,000

Half of employers provide group 
life plan, 1x-2x (3x management) 
with AD&D, TPD, and 
hospitalization riders

Common as group term life
2x or fixed PLN 100,000 to 
PLN 120,000 with AD&D and 
TPD riders

Disability TPD rider Common rider on life Half supply LTD through TPD rider 
on group life plan, 1x-1.5x

TPD and AD&D riders included on 
GL plan

Medical
Subscription to outpatient 
clinic, VHI funds, PMI from 
life carrier or rider on life

Most valued benefit, provided by 
30% of multinational corporations 
(MNCs) by contracting with 
medical clinic

Occupational health exams
required, voluntary health funds 
common, 3% employer or monthly 
HUF10,000/HUF11,568

Commonly provided by contracting 
with a clinic; employee contributes 
for dependents

Other
Company cars and fuel costs, 
mobile phones, meal vouchers, 
gym membership

Company cars, transit benefits,
language courses, meal vouchers, 
phones, gym vouchers, additional 
vacation

Flexible benefits, recreational 
cards, transportation

Meal financing, training and 
education, company car or phone 
for private use, sports card, 
additional leave, childcare subsidies

Of Note Benefits in kind are taxable 
with 2 limitations

Benefits in kind are taxable 
with some limitations

Collective bargaining, benefits in 
kind now taxable Benefits in kind are taxable

Central and Eastern Europe:
Overview of Typical Benefits
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Romania Russia Slovak Republic

Pension Not common
Not common, match contributions 100% up to 
6% pension insurance or non-state pension fund, 
3%-6% employer, 1%-3% employee contribution

Half of MNCs provide, DC basis, 2%-3% employee 
and employer 

Death
Common as flat rate lump 
sum or 1x-4x salary PA or life 
with AD&D and medical rider, 
can vary by level

Common as group term life, 1-2x or fixed 
amount of RUB1,000,000-5,000,000 by 
level, with AD&D, TPD, and CI riders

Nearly half of employers provide, 2-3x annual 
salary; TPD, AD&D riders

Disability TPD rider only, otherwise not 
common

Lump sum equal to the death benefit or a portion 
of death benefit based on the degree of 
disablement

Common as TPD rider on GL with lump sum;
1x-2x or 3x annual salary

Medical Group subscription, GL plan, 
PMI plan if offered 

Highly common; Insurance companies 
provide coverage on pre-paid basis through 
network of contracted clinics and hospitals

Somewhat common among MNCs; benefits offered 
through arrangement with private clinic

Other Meal vouchers, company cars and 
fuel costs, phones

Bonuses, Company cars for personal use, loans, 
meal vouchers, education and training, phones, 
gym membership

Company car, training/education, meal vouchers 
(mandatory and supplemental amounts), phones, 
memberships, flexible benefits

Of Note Benefits in kind are taxable Level of care in state system varies; medical 
highly valued

When 50+ employees, must take part in a scheme 
subsidizing domestic stays (in Slovakia), employees 
use on demand

Central and Eastern Europe:
Overview of Typical Benefits
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• The following countries make up the 
Scandinavian (or Nordic) region of Europe 
with a rich history
– Denmark (EU but no Euro)
– Finland (EU and has adopted the Euro)
– Iceland (non-EU)
– Norway (non-EU)
– Sweden (EU but no Euro)

• Significant uptick in multinational 
company activity in Nordic region over 
past two decades

Regional Perspective: Nordic Region
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• Widespread presence of employer and employee unions with 
emphasis on compulsory or collectively bargained benefits provided 
to employees

• Collective plans often bundled benefits with established premium 
rates expressed as a percentage of salary
– Pension
– Life, accident and disability

• Social health care is widespread, limiting provision of private 
health care

• Pension benefits tend to provide a healthy income replacement ratio 
into retirement

Regional Perspective: Nordic Region
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Most common supplemental
• Most Swedish companies are members 

of Confederation of Swedish Enterprise
– Over 54,000 companies are members, 

covering over 70% of workforce
• Member employers pay social security 

and occupational scheme ITP
• Non-collective benefits offered by 

private insurance company closely 
mirror ITP

• Supplemental medical offered to 
management

Sweden
Social Security

Coverage Employer
Contribution

Employee
Contribution

Retirement pension 10.21% 7.0%

Health insurance 4.35%

Survivors’ pension 1.17%

Work injury 0.30%

Labor market 
contribution 2.91%

Employment tax 9.88%

Total 31.42% 7.0%

Market Practice Pension (ITP 1)

Coverage Employer
Contribution

Up to SEK 682,000

Employer
Contribution

above SEK 682,000

Retirement pension 4.50% 30.00%

Waiver of premium 0.1.44% 1.089%

Health Insurance 0.126% 0.63%

Life Insurance 0.03% -

Work Injury 0.03% 0.03%

Additional 0.30% 0.30%

Total 5.25% 32.049%
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Most common supplemental
• Pension benefits provided above legal 

minimum by most employers
• Death benefits insured through pension 

plan (annuity) or term life lump sum 
15G-40G or 1-2x annual salary

• Disability included in pension plan
• AD&D benefit of 10G-15G
Less common supplemental
• Health insurance provided by half of 

companies limited to executive

Norway
Social Security

Coverage Employer
Contribution

Employee
Contribution

Universal Retirement
Disability
Sickness

14.1% 3.1%

Health - 5.1%

Total 14.1% 8.2%

Mandatory Employer-Sponsored

Coverage Employer
Contribution

Employee
Contribution

Pension 
(Legal Minimum)

2.0% on earnings 
between 1G (NOK 
106,399) and 12G 
(NOK 1,276,788)

0.0%

Market Practice

Coverage Employer
Contribution

Employee
Contribution

Pension
(Market Practice)

2% between 1G-12G
Max 7% 1G-12G

Up to 18.1% 
7.1G-12G

0.0% or 2.0%
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Most common supplemental
• Limited coverage top-up health 

insurance provided by over half of 
companies

Less common supplemental
• Supplemental pension to TyEL
• Additional AD&D benefits 

for executives
• Additional life benefits 

for executives

Finland
Social Security

Coverage Employer
Contribution

Employee
Contribution

Universal Retirement - -

Health 1.34% 1.58%

Unemployment 0.5% to 2.05% .53%

Total 3.69% 2.11%

Mandatory Employer-Sponsored

Coverage Employer
Contribution

Employee
Contribution

TyEL
Pension, Disability 17.4%

7.15% up to 53 y.o.
8.65%: 53-62 y.o.
7.15% over 62 y.o.

Group Life 0.06% -

Accident 0.1% to 7.0% -

Total 19% avg. 6.15%
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Most common supplemental
• Life, part of pension 1x 

(may allow voluntary top up)
• Long-term disability, part of pension
• Accident
• Health insurance with critical illness 

coverage provided by more than half 
of companies

Denmark
Social Security

Coverage Employer
Contribution

Employee
Contribution

Universal Retirement - -

Occupational 
Pension (ATP) DKK 2,272.20 DKK 1,135.80

Labor market 
contribution - 8.0%

Unemployment
Illness
Maternity

DKK 4,245/week 

DKK 4,180/week
8.0%

Total DKK 3,554
(USD 550) 14.0%

Pension Market Practice

Coverage Employer
Contribution

Employee
Contribution

Retirement 10% 5.%
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Benefits in Other Key European Nations

Spain

Ireland

Netherlands

Switzerland

Belgium

Italy
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Belgium
Category Overview

Employment 
Environment

• Blue collar and white-collar workers
• Collective bargaining agreements are common

Pay Environment • Employees are entitled to mandatory holiday bonuses
• Pay is subject to mandatory wage indexation by national agreement

Pension • Social benefit is career earnings pension
• Occupational pensions common; DB was traditional, but DC most common now
• Contributions vary by level and range from 3%-12%

Medical • Social sickness funds are primary form of provision, 80%-100% then 60%-80% of costs
• Companies provide top-up plans for hospitalization, outpatient related to hospitalization 

and ambulance; More competitive provide outpatient
• Dependents covered at employee’s expense

Risk • Social system includes spouse’s pension and sickness benefit
• Companies provide death lump sums (-4x by level) and top-up disability income 

(up to 80% of salary above social limit)
Hot topics • Voluntary supplementary pensions for employees (VAPW) with no access to pension or 

less than 3% contributions
• Extension of leaves
• Move toward harmonization of blue collar-white collar pensions; Currently no new 

differences, may be introduced, all distinctions in complementary pensions between white 
collar employees—Blue collar must be abolished by 2025
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Ireland
Category Overview

Employment 
Environment

• Employment contracts are largely individual
• Unions exist and cover one third of workforce but are rarer in the private sector

Pay Environment • Various elements of compensation are market-driven, with no statutory bonuses or allowances
• Some industries have minimum pay requirements if covered by a CBA

Pension • Social benefit is small flat rate pension
• Occupational pensions common, PRSA—PENSION REFORM MUST BE COMPLETED BY 12/31/22
• DC matching contributions for employers typically range from 3%-6% for staff and 7%-12% for 

senior management
Medical • Although there is a good public health service, private medical insurance is a key benefit and Ireland 

has one of the highest per capita private medical insurance coverages
• Employers often pay 100% of cost for a basic plan level and allow employees to elect enhanced PMI 

coverage at their own expense, including adding family coverage
Risk • Social system includes minimal spouse’s pension and sickness benefit—Provision of sick pay/leave 

legislation has been introduced
• Companies provide death lump sums (4x salary) and top-up disability income (up to 67% of salary)

Hot topics • IORP II pension reform—Contact your pension advisor now
• Day off—Friday, March 18, 2022, to honor COVID-19 workers and victims
• Expansion of time off—Sick leave, extension of parental leaves, new holiday
• Gender pay gap reporting
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• IORP II Pension Compliance
– Any occupational plan affected; Employers who provide retirement benefits solely through PRSA plans are 

not affected, as they are individual plans
– Stringent enhancement of transparency, professional qualifications and governance requirements; There will 

need to be significant changes to how the vast majority of occupational pension schemes operate
– Employers should start with a gap analysis review of current plan and either undertake onerous compliance 

obligations within current pension structure or consider options of PRSA or Master Trust
– As a matter of good governance, employers should be able to demonstrate and document a diligent 

unbiased review of current and alternative pension structures available
– A number of positions will need to be appointed to meet the legislative requirements, including:

• Risk Management Key Function Holder
• Internal Audit Key Function Holder
• Auctorial Key Function Holder (DB schemes only)
• Secretary and Chairperson
• Professional or suitably qualified Trustees—As a practical matter, if scheme does not currently have a 

“professional”
• Trustee—Should consider appointing one

Ireland
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Italy
Category Overview

Employment 
Environment

• National collective bargaining agreements cover a large proportion of the workforce
• Largest number of trade union members in EU, though majority are now pensioners
• Different categories of employees (dirigenti, non-dirigenti) have different mandated benefits

Pay 
Environment

• Minimum pay rates usually established by national collective agreements
• One or two months of bonus payments is common, by national or industry collective agreement 

or company practice

Pension • Old age pensions provided to all workers (varies by industry and employee type)
• Termination indemnities are also widespread 
• Supplemental plans not common, due to mandatory benefit provisions

Medical • Full health coverage provided by social system (SSN)
• Dirigenti receive top-up coverage by mandate; Can opt for private
• Additional coverage becoming more widespread

Risk • Social system includes minimal spouse’s pension and sickness benefit
• Long-term disability income also provided
• Companies provide death and TPD lump sums of 2-4x based on level, 5-6x for accident and 

for dirigenti
• Income replacement top-ups are not as common, but 100% for up to 12 months may be 

provided to dirigenti and quadri
Hot topics • Early retirement options expanded

• Increased paternity leave
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Netherlands
Category Overview

Employment 
Environment

• Collective bargaining agreements are widespread, covering majority of workers
• Unions exist, but works councils are predominant in companies with 50+ employees

Pay Environment • Employees generally entitled to vacation pay equal to 8% of base pay
• Most employees have access to tax-effective savings plans from employer

Pension • Social benefit is small flat rate pension based on marital status
• Occupational pensions common and laid out in CBAs (DC or hybrid are the most common)
• Net pensions are voluntary top-ups vehicles for employee contributions

Medical • Single mandatory insurance system governs medical care; Individual is required to obtain minimum cover 
• Same premium rate applies to all (though free for those under age 18); Differentiation in top-up plans
• Group supplementary insurance available, but companies have little skin in the game since move to mandated coverage

Risk • Employers mandated to pay sickness benefits for up to 2 years and take out additional insurance for the following 
period (WGA and IVA)

• Spouse’s and orphan’s pensions part of statutory and occupational pension plans

Hot topics • New pension system now expected to come into force by January 1, 2023, one year later than originally planned, with 
a transition period from 2023 to 2027; Includes removal of age-based contributions and DB plans are being abolished

• State pension age rising in stages to age 67 by 2024; Thereafter linked to increases in life expectancy
• Employers are mandated to appoint a company doctor, home office allowance, payment of parental leave

113



Spain

Category Overview

Employment 
Environment

• All employers subject to industry collective bargaining agreements, which have various benefit 
requirements (e.g., collective agreements often supplement disability benefits up to 100% of salary at 
inception of sickness up to 12 or 18 months)

Pay Environment • Collective agreements may include cost of living/inflation protection clauses
• Large companies also often give bonuses according to number of years of service

Pension • Social benefit is a relatively generous earnings-related pension, though a cap applies
• Occupational pensions common, with most plans being a DC plan
• Contributions for employers typically range from 4%-8%; If present, employee contributions 1/3 of total

Medical • Broad public health care available to all employees/dependents 
• Companies provide some coverage for hospitalization and outpatient; Long wait times 
• Dependent coverage cost often shared by company and employee

Risk • Social system includes minimal spouse’s pension and sickness benefit
• Employers self-insure sick leave from day 4-16
• Companies provide death lump sums (typically 1x-2x salary, or 3x for managers) and an AD&D and TPD 

lump sum on permanent disability of same—Check CBA

Hot topics • 4-day work week pilot program—3 years
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Switzerland

Category Overview

Employment 
Environment

• Collective agreements cover a large number of workers at the sector or branch level

Pay Environment • 13th month of salary, usually paid at Christmas (or may be included in employee’s annual base salary), 
is commonly provided by multinational and local leading employers

• Annual performance bonuses are common
Pension • Retirement benefits are provided as follows:

• Pillar I—State old age and survivors’ insurance (AHV) (social)
• Pillar II—Occupational benefit plan (BVG); Occupational pensions common, with most plans being a 

two-tier DC plan (mandatory occupational)
• Most employers provide supplementary retirement benefits; Benefits typically provided through main 

occupational benefit plan (BVG) covering minimum legal benefit, although a separate BVG may be provided, 
typically for executives and managerial employees either as fully autonomous, semi-autonomous, fully insured

Medical • Individual mandate to purchase coverage at cantonal level
• Typical for employers to enter into group arrangement with an insurer whereby employees (and their 

dependents) receive a discounted premium when purchasing supplementary medical insurance
• Employers may provide regular health checks and corporate health management

Risk • Spouse’s pension and disability provided through BVG

Hot topics • Benefits in kind are taxable as salary, with a few exceptions
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• Social security
– Increasing pension age
– Contribution rates and burdens
– Early retirement

• New forms of supplemental pension and tax-
effectiveness

• Auto-enrollment of pensions
• Greater transparency and portability
• Online tax reporting

Trends
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• Salary reporting gender-based
– Already in UK, France, Germany, Spain, Switzerland and many others 

• Expansion of gender pay gap reporting and moving to ethnicity and 
disability pay gap reporting (Ireland)

• Expansion of paternity leave and parental leave eligibility expansion 
– E.g., Sweden—To permanent cohabitant

• Workforce imbalance
– Italy offering reduction in social security contributions for companies 

hiring women and employees under age 35 to encourage recruitment in 
these areas

Discrimination Elimination
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• Focus on wellness 
and mental health

• Telehealth
• Remote work

– Within home country
– In another country
– Employer reimbursement 

of expenses

• Company job
• Support of companies
• Work/life balance
• War for talent
• IT surveillance of 

employees
• Mandates

COVID-19 Fallout

118



• Offer more vacation (Belgium) 
• Remote work or offer to work abroad (Belgium)
• Bonuses and salary increases
• Additional leave
• Remote work options
• Wellness
• DEI and sustainability

War for Talent
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• Updating, revising or creating formal work from home 
regimes, along with employer obligations of reimbursing 
expenses

• Right to disconnect (Luxembourg, Bulgaria)
• Extended maternity and paternity leaves
• Shared parental leave vs. segregated
• Extension of carer’s leave from children to 

family members

Work/Life Balance
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• Further extension of collective dismissal—Relocation of 
company offices is a collective dismissal (Italy)

• Increases in minimum wage and CBA negotiations 
surrounding salary (Czechia)

• Pilot of 4-day work week (Spain)
• Work from home—Extension of temporary regimes to 

permanent, along with employer obligations of 
reimbursing expenses

• Requirement to justify termination of fixed-term 
contracts (Poland)

Work Stability
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• Full-time work—No staffing company jobs allowed except 
as a stand-in for an employee out on leave (Norway)

• Revision of non-competes—Remuneration for 
enforcement (UK)

• Clamping down on anti-trade union behavior as a 
violation of duty of truth in social partnership (Italy)

• Proper classification of employees

Work Stability
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Key Takeaways
• Impact of Euro crisis and resulting austerity measures
• Predominantly defined benefit PAYG-DB social security systems
• Changing demographics and aging populations
• Increased use of DC plans
• EU has increasing influence on member country legislation
• EU has grown significantly in recent times and is expected to grow 

further
• Understand the role of unions, works councils and other employee 

representative bodies
• Mobility within Europe facilitated by pan-European legislation
• M&A employee protections
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• Social Security Around the World
• International employment law

– EU Employment, Social Affairs & Inclusion
– Baker McKenzie Global Employer Guides
– ELA Law Global Employer Handbook
– Littler International Employment Law

• COVID-19
– Littler's COVID-19: EMEA Lockdown Restrictions Guide
– CMS COVID Guide

Resources
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https://ww1.issa.int/country-profiles
https://ec.europa.eu/social/home.jsp?langId=en
https://www.bakermckenzie.com/en/insight/publications/2016/09/jurisdiction-guides
https://www.ela.law/globalemployerhandbook
https://www.littler.com/practice-areas/international-employment-law


• Session Evaluation—2 ways to access
1. Scan this QR code.

2. You can also access at 
http://adfs.ifebp.org/SpkrEval2248

Your Feedback Is Important to Us
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