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Editorial: If governments exceed their 
powers — should multinationals use 
theirs? 
 

The great thing about countries that call themselves 

democracies is that their governments can claim 

justification for all kinds of behaviours that would not 

necessarily even come to the mind of the most vicious 

tyrant. As the late Richard Crossman once pointed out, 

in reality democracy exists nowhere in the world — 

except maybe a few weeks before a general election. 

 

An illustration about how far the UK is from any 

democratic nirvana is the Investigatory Powers Bill 

currently making its way through the UK House of 

Commons. If passed, this would allow the so-called 

‘intelligence services’ in the UK — such as GCHQ — to 

demand data from multinational companies anywhere 

in the world, simply on the pretext that the company 

has a subsidiary on UK soil. Hence no customer, 

supplier or employee of a multinational enterprise 

would be safe. It would not make any difference where 

data was held — as the state snooper could either 

demand it with menaces or simply hack their way into 

the company’s system with impunity. 

 

This measure has predictably raised the hackles of 

many multinationals. In their submission of evidence to 

the Bill, Apple, for instance, has stated that its 

‘relationship with customers is in part built on a sense 

of trust about how data will be handled’ and that the Bill 

would put them ‘in a very difficult position’. It remains 

equally uncertain about how other governments will 

respond to this incursion into their sovereignty. The 

Irish government has recently been siding with 

Microsoft in a case before a New York Court requiring 

the handover of documents held in Ireland, but how far 

will any other country go to challenge the UK, 

especially if the UK electorate decides to leave the 

European Union this Summer? 

 

This threat is not merely theoretical or ‘academic’ but 

very real, and it could well leave companies —and 

especially IT and HR professionals — in a huge 

dilemma. It is also an area where legal costs could 

rapidly mount up as — in truth — no legal professional 

is going to stick their neck out and tell a company that 

there are clear legal grounds for either compliance or 

resistance. However, the moral case is clear — as 

undertakings to clients should always over-ride all 

other considerations. Governments of every 

complexion get involved in dirty tricks and the only safe 
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course of action is to respect the authority of the 

country where jurisdiction over sensitive data primarily 

exists (i.e: the country where it is held). Ultimately the 

UK will not have the powers to enforce orders on a 

company in its own right outside its territory and if it 

tries to do so then there is always the option of going 

public over a point of principle and announcing an exit 

from the UK market altogether. If enough companies 

threaten such a move then a UK government rethink 

may well follow. 

 

Australia: Anti-bribery amendments — 
turning a blind eye no longer an option 
 

Two new offences of false accounting have been 

introduced to Australia’s Federal Criminal Code in an 

attempt to prevent companies from bribing foreign 

government officials and to make enforcement of such 

offences easier. The new Act will put increased 

pressure on HR practitioners to provide close oversight 

of business practices undertaken by colleagues in 

order to avoid penalties that could amount to long-term 

imprisonment of the individuals concerned, loss of 

corporate reputation and fines of up to 10% of a 

company’s annual turnover. 

 

The Act prohibits the ‘making, altering, destroying or 

concealing’ of any financial document with the 

‘intention to facilitate, conceal or disguise the giving or 

receipt of a payment not due to a person’ or being 

reckless in the fact of doing so. In practice it is easier to 

detect false accounting than to prove that a bribe 

actually took place. For that reason the Act does not 

require the prosecution to show that a bribe was 

passed to another party, just that an illegitimate 

payment was made. Furthermore, by not specifying 

that the payment has to involve a foreign official it also 

covers other fraudulent activities such as kickbacks for 

purchasing equipment from suppliers. 

 

This strengthened legislation will put the onus on 

companies to introduce specific training for those in 

sales, purchasing and financial functions, to review the 

adequacy of supervision in conducting foreign 

transactions, to introduce audit trails to provide early 

detection of improper practices and to impose strict 

disciplinary sanctions on those who infringe the 

requirements of the Act. 

 

China: Local legislators extend family-
friendly benefits 
 

Amendments to China’s Population and Family 

Planning Law made in December 2015 must be 

enacted voluntarily at a local level and only now is it 

possible to see in which direction local legislation is 

moving. 

 

The national framework changes principally affect late 

marriage and maternity leave rights. Under the old 

regime people who married at a later age (25 for men, 

23 for women) were entitled to additional marriage 

leave of at least seven days in addition to the general 

three days’ marriage leave. Moreover, women who 

gave birth to their first child after the age of 24 could 

claim an extra 30 days of maternity leave. These 

benefits have been removed by the amendments — 

although not all municipalities and provinces have 

simply cancelled this additional right. Shanghai, for 

instance has granted ten days’ leave for all those 

getting married, whilst Chongqing has extended 

marriage leave to 15 days for all. The longest marriage 

leave is in Shanxi where all couples now get 30 days. 

With respect to maternity leave many provinces have 

chosen to replace late maternity leave with additional 

maternity leave for all in the amount of between 30 and 

60 days on top of the national entitlement of 98 days. 

Furthermore, many local governments have given 

fathers increased rights to paternity leave. Shanghai, 

for example, now allows ten days of paternity leave 
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whilst Chongqing and the Beijing municipality allow 15 

days.  

 

These changes, like the ending of the one-child policy, 

are designed to counter a future demographic crisis 

facing China in the next 25 years. The current working 

population of 911 million people is set to shrink if birth 

rates are not improved. The working age total is 

projected to fall to 896 million by 2020 and 824 million 

by 2030. At the same time the economically dependent 

population will climb steeply, putting pressures on 

economic growth, social and welfare services. 

 

Latvia: Tax system continues to fuel 
shadow economy and impede growth 
 
There is no certain evidence of a link between the 

introduction of a draconian ‘solidarity tax’ on the highly 

paid in Latvia late last year and the contraction of its 

economy in Q4 2015. However, the Latvian national 

bank has cut growth forecasts this year from 2.7% to 

2.3% and the state revenue service expects total tax 

revenues to rise by 6.1% this year. 

 

The biggest domestic economic issue facing the 

government is not the wages gap, but the continued 

avoidance of taxes for all employees — with many 

employees still being paid partly in cash or via micro-

enterprises which attract less tax liability. Average 

declared wages shot up 6.8% last year, but could well 

have been much higher in its shadow economy. The 

Stockholm School of Economics in Riga tracks the size 

of the shadow economy in the Baltic States and 

reported last year that although it was declining in 

Lithuania and Estonia, Latvia’s shadow economy 

accounted for 23.5% of GDP in 2014 and remained 

unchanged in recent years. 

 

Earlier this year the government called in a group of 

experts from the World Bank to audit its tax system and 

evaluate how to shrink its shadow economy and 

achieve greater competitiveness for the tax system. 

 

The problem is that although the new solidarity tax is 

hitting entrepreneurs and corporate executives hard, 

the official tax take on lower paid workers is also high. 

Both factors fuel the shadow economy, but it would be 

a huge risk to cut tax rates in order to encourage more 

income to be declared through company payrolls. 

 

South Korea: Pay deals lower in wake 
of faltering economy   
 

Although the annual rate of consumer price inflation fell 

from 2.7% in November 2015 to 2.0% in February 2016, 

wage expectations appear to have fallen more rapidly, 

partly due to depressed economic circumstances in 

many export markets. The average wage increase in 

South Korea was 5% last year, but in 2016 it is 

expected to be much lower. 

 

Hyundai Heavy Industries ended last year with a pay 

freeze, whilst Korean Air has just settled for a 1.9% 

increase, although not yet with its air crew. Meanwhile, 

Samsung is providing a mixed picture with some 

subsidiaries settling for 2%, whilst others have adopted 

a wage freeze. Samsung Electronics, together with LG 

Electronics and Kookmin Bank, have each introduced a 

‘wage peak’ system over the last year to reduce 

salaries for the oldest workers and encourage youth 

employment, but all still struggle with a rigid labour 

market and stagnant productivity. 

 

The greatest uncertainty hangs over foreign-owned 

companies, with fresh talks due early this Summer over 

pay in General Motors (GM)’s four plants across the 

country. Here salaries have risen more than 50% over 

the last five years. GM also lost a Supreme Court case 

last November, consequently requiring it to include 

often massive ‘accomplishment salaries’ in base salary 

for the calculation of additional allowances. 
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UK: Opening up reward systems to the 
scrutiny of rivals 
 
A brief consultation has just closed on the UK’s gender 

pay gap reporting regulations. The regulations shall 

now come into force on October 1st 2016, although 

employers will not be required to report until April 2018. 

Furthermore, only companies employing 250+ staff in 

the UK will be covered by the regulations. Data will 

have to be reported annually, published on the 

employer’s website and retained for three years. It 

must also be sent to a government funded website 

where it will be converted into league tables. 

 

The data must include averages, medians and 

quartiles and what counts as pay is precisely defined. It 

excludes overtime, but includes both sick pay and 

maternity pay. Bonus payments must also be reported 

— although not necessarily uncashed stock options or 

incentive-related benefits in kind. The inclusion of the 

maternity pay alone will ensure that there is a perpetual 

gender pay gap for virtually all companies other than 

those that pay staff taking maternity leave in full. 

 

What legislators have clearly not understood or fully 

appreciated is that pay is a commercially sensitive and 

strategically important set of data. Competitors will be 

able to read a great deal into it — even in aggregate 

form —and target the key employees of lower paying 

rivals. Fortunately, the UK government has, for the time 

being at least, not attached a penalty to non-

compliance. For that reason companies may well 

choose to ignore the regulation or just post ratios 

showing the earnings gap of comparable positions and 

excluding those on maternity leave, extended maternity 

leave or parental leave. In both cases it would 

nevertheless be wise to first take legal advice and 

consult shareholders. 

 

 

 

Pay, Tax and Benefit Trends 
 

CANADA: The Federal government in Canada has 

spent 2.2 million Canadian dollars (2.47 million US 

dollars) over the last year fighting a class action by 

female employees claiming sick pay under the state 

Employment Insurance System during their maternity 

leave period. The case arose from a parliamentary 

decision in 2002 to allow women who contracted a 

serious illness to claim up to 15 weeks’ sick pay on top 

of their maternity pay. However, the legislation was 

never fully implemented and an estimated 60,000 

women consequently now have a potential claim. 

 

CHILE: The use of independent contractors in Chile 

will become significantly more expensive from 2018 

when such workers will, for the first time, be legally 

required to pay contributions to a pension fund as well 

as workers’ compensation and health insurances. It will 

also be made easier for the tax authorities to collect 

unpaid contributions. This will reduce their personal 

incomes by between 7% and 20%. Nevertheless, Chile 

remains the country with the lowest average personal 

tax and social security rates amongst OECD countries. 

 

CYPRUS: The average gross monthly earnings of 

employees in Cyprus during Q4 2015 was 2,156 euros 

(2,453 US dollars). Divided by gender the average 

monthly earnings were 2,312 euros (2,630 US dollars) 

for males and 1,979 euros (2,252 US dollars) for 

females. This represents an overall decline of 0.9% 

over the year and a decline of 1.5% for males and 0.3% 

for females. Cyprus has been suffering from constant 

price deflation for the last two years and the latest 

annual rate of decline in consumer prices is 2.1%. 

 

EUROPEAN UNION: Hourly labour costs rose in the 

European Union by 1.9% over the year to Q4 2015. 

During this period wages and salaries grew by 2% and 
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the non-wage component by 1.4%. Labour cost growth 

was greatest in construction (+2.5%) and least in 

Industry (+1.7%), whilst on a country-by-country basis 

labour cost rises were highest in Romania (+11.4%), 

the Czech Republic (+8.6%) and Latvia (+7.7%) but 

actually fell in Italy and Cyprus (both -0.8 %), the 

Netherlands (-0.4 %), and Luxembourg (-0.1 %). 

 

INDIA: A new collective agreement has been 

concluded for the Honda Motorcycle and Scooter plant 

in Manesar. This provides for a rise in basic rates of 

23,300 rupees (350 US dollars) per month over the 

period until April 2018, but with the first installment 

backdated to April 2015. Current annual wages at the 

plant for manual workers range from 40,000 to 45,000 

rupees (601-677 US dollars), but they also receive a 

range of incentive payments, Medicare and a mortgage 

interest rate subsidy once an employee has five years’ 

service. 

 

ISRAEL: Several of Israel’s business organisations 

have reached agreement with the General Federation 

of Labour over increasing contributions to the national 

pension fund. Both employers and employees will 

increase their contributions by 0.5%, but the changes 

will be made in two stages starting this July. 

 

LATIN AMERICA: According to latest figures from the 

Organisation for Economic Cooperation and 

Development (OECD) the average tax take in Latin 

America and the Caribbean (LAC) was just 21.7% of 

Gross Domestic Product in 2014. This compares with 

34.4% for the OECD as a whole, 45.2% in France and 

50.9% in Denmark. Back in 1990 the average tax take 

for LAC countries was just 14.6%. Initially the upward 

pressure was due to VAT, but since 2000 it has been 

mainly income and corporation taxes. 

 

SWEDEN: From January 1st 2017 companies in 

Sweden will be obliged to report salary statistics 

broken down by gender to the national statistical 

agency, Statistics Sweden, every year. Currently this is 

required only every three years. The company size 

threshold will also fall from 25 to ten employees. A 

further amendment to the Discrimination Act also 

makes it obligatory for companies with pay inequalities 

to take steps to remedy them. 

 

SWEDEN: Three-year wage agreements for over two 

million Swedish workers are due for renewal by the end 

of April. This round wage claims in industry are 

averaging around 2.8%, but with employers saying in 

public statements that no increase is justified. The 

Riksbank predict that total wages will climb to around 

3.4% by 2018, whilst Danske Bank doubts that wage 

deals will be much higher than in current deals (2.2%-

2.4%). Reports coming out of negotiations suggest that 

much lower wage levels are being discussed, with 

unions set to take industrial action by the end of March 

if no improved offers are made. 

 

UK: Employers represented by the UK Construction 

Industries Joint Council have made an offer of a 3.5% 

increase on all wage rates over a two-year period. 

However, this has been rejected by the unions GMB, 

UCATT and UNITE. This offer follows a two-year deal 

agreed last year in the JIB (Joint Industry Board) for 

electrical contracting worth just over 5% and another 

two-year deal in the Building and Allied Trades JIC 

(Joint Industrial Council) last June worth between and 

2.5% and 2.8%. 

 

USA: The Ohio Supreme Court has ruled that outside 

sales employees must continue being classed as 

exempt from minimum wage regulations, even when 

their commission payments are less than the minimum 

wage level. This is because a fair minimum wage 

amendment to the Ohio constitution defined an 

employee by reference to wording from the US Fair 

Labor Standards Act (FLSA), which excludes outside 

salespeople. The outside sales exemption has been 

challenged many times across the USA and in 

Christopher v Smithkline Beecham Corporation (2012) 
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the US Supreme Court even disallowed more 

restrictive Department of Labor interpretations of the 

exemption. [Haight v. Minchak, Slip Opinion No. 2016-

Ohio-1053] 

 

Other Global HR News in Brief 
 

EUROPEAN UNION: The European Union has 

published its latest figures on resource productivity. 

This measures how effective an economy is in using its 

resources when producing goods and services and is a 

major priority for manufacturing companies as greater 

scarcity of raw materials and increased demand for 

finished goods, together with environmental concerns, 

is putting pressure on resource utilisation. Overall the 

EU produced 1.98 euros (2.25 US dollars) per kilogram 

in 2014 (the latest available year). But countries 

differed widely in their achievements — from 0.28 

euros per kilo in Bulgaria to 3.8 euros per kilo in 

Luxembourg. Amongst the major national economies, 

Germany (2.1) and France (2.6) were only marginally 

above average, but the UK (3.5) and the Netherlands 

(3.6) scored highly. 

 

GLOBAL: A recent six-country survey of white-collar 

employees in large companies carried out on behalf of 

SailPoint has found that although 85% of employees 

would react negatively if their personal data was 

compromised by their company, two-thirds used a 

common password for all applications and one in five 

would sell their passwords to an outsider. It was also 

found that one in three respondents had purchased a 

SaaS application without their IT department’s 

knowledge and 40% admitted retaining access to 

corporate accounts after leaving a job. 

 

HUNGARY: According to opinion polls, a Sunday 

trading ban introduced in Hungary in March 2015 

remains highly unpopular. Large retailers have 

responded by extending hours on other days, but 

smaller outlets have lost revenue. The government has 

rejected an opposition amendment repealing the law, 

but appears to be considering its own Bill to end 

Sunday trading restrictions. 

 

NETHERLANDS: Even though the EU’s General Data 

Protection Regulations are not yet in force, the Dutch 

government has moved ahead to introduce more 

stringent requirements for notification of a security 

breach and heavier fines for those breaking data 

protection rules. Breaches involving ‘sensitive data’ 

must now be notified to both the Dutch data protection 

authority (Autoriteit Persoonsgegevens) and affected 

data subjects without undue delay. Moreover, penalties 

can now, in some circumstances, be imposed without 

warning and the fines involved may be up to 820,000 

euros (924,000 US dollars) or 10% of annual revenue 

relevant to violations under the Act. 

 

PORTUGAL: On March 18th a Decree was enacted in 

Portugal reinstating four public holidays that were 

temporarily removed as part of austerity measures in 

2012. The public holidays concerned are Corpus 

Christi (May 26th), Portuguese Republic Day (October 

5th), All Saints Day (November 1st) and the Day of 

Portuguese Independence (December 1st). This 

returns the total number of national holidays in Portugal 

to 13 in 2016. 

 

THAILAND: The National Chamber of Commerce in 

Thailand has made representations to the government 

over its concern about the low levels of highly-skilled 

workers in the economy. Currently this group makes up 

only 5% of the national workforce and the Chamber 

believes that the situation can only be rectified by 

relaxing immigration laws. A report by the United 

Nations earlier this year pointed out that Thailand was 

one of the top destinations for all migrants in Asia and 

that foreign workers boosted the economy by 1.1%. 

But most immigrants had low-level skills and boosted 
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production through labour-intensive production rather 

than by being associated with increased investments in 

technology. 

 

UAE: Although the UAE has already issued over 

250,000 new work permits since the beginning of the 

year, the Ministry of Human Resources and 

Emiratisation has announced that it will not approve 

any further permits unless the labour contract exactly 

matches the clauses on the work permit application 

and both documents are clearly signed by the 

jobholder. 

 

UK: Consultations will begin in May over the extension 

of UK parental leave rights to working grandparents by 

2018. Only biological fathers or ‘partners’ are currently 

allowed to share leave with the mother. However, 

grandparents with 26 weeks service or more are, at 

present, allowed to request flexible working. Some 

companies, such as the Santander Bank, also allow 

grandparents to take over childcare from parents and 

even share maternity pay. 

 

USA: Hard on the heels of a right in Texas to carry an 

armed pistol into the workplace comes a vote in the 

 

 

Kentucky Senate giving individuals and businesses a 

‘licence to discriminate’ against LGBT people. The Bill 

has still to be approved by the state House of 

Representatives, but if it becomes law it would mean 

that anyone could, on whatever self-proclaimed 

religious basis they chose, refuse to do business with a 

group or individual on the grounds of their sexual 

orientation or gender identity. Although this would not 

directly affect employment it may give grounds for 

employers to dismiss individuals if customers or co-

workers refused to co-operate with them. It also 

remains a fact that in Kentucky there is no state-wide 

law specifically banning discrimination based on sexual 

orientation or gender identity. 

 

ZIMBABWE: An adhoc committee of government, 

business and trade union leaders are currently 

reviewing a number of proposed amendments to the 

Zimbabwe Labour Act. Amongst the key sticking points 

is a clause in the current Act which entitles employees 

who are dismissed for indiscipline to be compensated 

as if they had been made redundant. It is also very 

difficult to gain agreement on whether compensation 

should be a right if an employee is dismissed with three 

months’ notice. 

 

 

Dates for your diary: 
 

 
 
 

 

April 1
st

 2016: A new law requiring large companies to 
encourage the employment and promotion of women 
comes into force in Japan.  
 
April 1

st
 2016: Employers will be able to hire foreign 

workers in Vietnam for the first time since 2003.  
 
April 1

st
 2016: The minimum entitlement to paid parental 

leave increases from 16 weeks to 18 weeks in New 
Zealand. 

 

April 1
st

 2016: Changes to parental leave and zero-hour 
contracts will come into force in New Zealand under the 
Employment Standards Bill. 
 
April 4

th
 2016: The Health and Safety at Work Act 2015 

comes into force in New Zealand. 
 
May 1

st
 2016: The minimum wage will increase in 

Ukraine to 1,450.50 hryvnias. 
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Latest news for business travellers: 
 

Since March 29
th
, Border Force Officers in Australia have been participating in industrial action at 

several international airports and terminals. The airports concerned are Sydney, Melbourne, Perth, 

Adelaide, Darwin, Brisbane, Coolangatta, Cairns and Townsville. Travellers should check the dates and 

hours each airport will be affected. 

 

On account of the unpredictable security situation in Pakistan, individuals have been advised to avoid 

all but essential travel to the country. 

 

Tube drivers on the Piccadilly line of the UK’s London Underground are threatening to go ahead with 

two 24-hour strikes on Tuesday, April 19th and Thursday, April 21st. Tube users should check the latest 

situation before travelling. 

 

Following the terrorist attacks in Belgium on March 22nd, Brussels metro recommenced services on 

March 30th, although Maelbeek station remains closed. Zaventem airport is now ready to partially restart 

passenger flights but the authorities have not yet set a restart date. Travellers should contact their airline 

for the latest updates. 

 

The short-stay visa-waiver agreement between the European Union and Peru, now under the 

ratification procedure in the European Parliament, is being applied provisionally since March 15th.  It 

provides that Peruvians who meet the requirements are exempted from needing a short-term visa to 

enter the Schengen area for up to 90 days in a period of 180 days. 

 

   FedEE news:  

 
 

WEBSITE IMPROVEMENTS: We are delighted to announce that the first stage of our website upgrade is 

now live! Our Members’ Area has a new look and it is now possible to search our resources using our 

new and highly-effective search function. We also have some new material in our HR Knowledgebase 

including a brand new country section on New Zealand. Furthermore, we have introduced a facility that 

allows members to change their passwords online at any time, day or night. We hope these changes will 

have a positive impact on your experience of using our resources. Further website upgrades will be taking 

place over the coming months and we will keep you informed of the latest developments. 

 

NETWORK WITH OTHER FEDEE PROFESSIONALS: Don’t forget to sign up to FedEE's face-to-face 

networking community, butN. Join for free today at http://www.but-n.com. 

 

FOLLOW US: Follow us on Twitter, Facebook and LinkedIn for news on upcoming events and 

discussions on global employment law and HR issues.  
 

http://www.fedee.com/members-dashboard/
http://www.fedee.com/kb/
http://www.fedee.com/kb/countries/new-zealand/
http://www.but-n.com/
https://twitter.com/FedeeGlobal
https://www.facebook.com/FedeeGlobal
https://www.linkedin.com/company/federation-of-european-employers?trk=nmp_rec_act_company_photo
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We utilise virus scan software, but are not responsible for any problems that may arise from the transmission, 

receipt or use of any material. 
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