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1. INTRODUCTION

The Federation of Professional and Managerial Staff (YTN) is Akava’s collective bargaining organisation for the private

sector in charge of the contracts and negotiation activities of upper white-collar employees working in the industrial and
service sectors.

The number of YTN’s members has grown strongly throughout its existence. At the same time, its weight and influence in
the labour market has increased. Our members’ awareness of the employment relationship questions concerning upper
white-collar employees and their special characteristics has increased.

[ ] [ ]
I t ( ! a l I O I l S I p YTN’s membership consists mainly of people with a higher degree of education and experts and managers of various

sectors possessing equal know-how and skills. The different professions represented by YTN include lawyers, engineers,
economists and business administrators.

e This employment relationship guide discusses a wide range of legislation that regulates working life, paying special
attention to the characteristics special to the employment relationships of upper white-collar employees. The guide is
meant for upper white-collar employees and their representatives, to provide help and support for the various develop-

ments and changes that occur in working life.

An upper white-collar employee works in specialist, supervisor, management and executive positions. The tasks of an
upper white-collar employee are characterised by a relatively high degree of independence and responsibility. The tasks
necessitate higher education or corresponding knowledge and skills derived from work experience.

In addition to a print version, this guide is available on the websites of YTN affiliates. The online guide is updated regu-
larly and the print version is published every few years. The guide has been drawn up by the lawyers and ombudsmen of
YTN affiliates, and the editorial work has been carried out by YTN’s legal team.

We hope you will find the guide interesting and informative,
YTN Legal Team
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2. THE BASICS OF LABOUR LAW

Labour law concerns matters involving the most important resource of business enterprises and other employers, i.e.
their employees. Labour law covers norms that regulate the position of an employee and the party that has the work

done (the employer).

Collective Agreements Act (436/1946)
Employment Contracts Act (55/2001)

2.1. Employment relationship and employment
contract

The legal relationship between an employee and an emp-
loyer is the basis for all labour laws. This legal relationship
can be specified further in terms of an employment cont-
ract relationship and an employment relationship. An
employment contract relationship is created when the
employee and employer enter into an employment cont-
ract. An employment relationship is created when the
employee begins the work specified in the employment
contract. Only at this point does the legal relationship
become subject to all laws that fall within the scope of la-
bour legislation. In other words, an employment contract
relationship often begins before the actual employment
relationship.

An employment contract is created when an employee
or employees together make a personal commitment
to work for an employer under that employer’s mana-
gement and supervision against a salary or some other
remuneration. Even if remuneration was not agreed
upon, the contract constitutes an employment contract
provided that the facts indicate that the work was not
meant to performed without remuneration. In certain
borderline cases, it is unclear whether an employment
contract exists. Such cases include what are referred to
as commission and freelance contracts which often in-
volve entrepreneurship. Work performed under a scho-
larship constitute another problematic group. In unclear
cases, the existence of an employment relationship must
always be investigated on a case-by-case basis.

2.1.1. Distinguishing features of an employment
contract

For a contract to constitute an employment contract, the
following characteristics must be met:

the contract pertains to the employee’s duty to per-
form the work personally

the work is performed for the contracting party that
is the employer

the employee works under the management and su-
pervision of the employer (the right of direction)

the work is carried out against a salary or some other
remuneration

The most problematic of these features is the employer’s
right of direction, or right to supervise work. This is be-
cause the employer does not, in fact, have to manage
and supervise the work. Rather, it is sufficient that the
employer is entitled to exercise the right to supervise
work, whenever necessary. This feature is also usually
met in situations where the employee works from home
or in another workplace of his or her choice. Insofar as
this is concerned, the nature of the legal relationship in
borderline cases must be decided by means of an overall
assessment concerning the employee’s position and its
dependence or independence. Regarding the require-
ment of remuneration, it should be noted that the remu-
neration must have financial value. On the other hand, a
mere possibility to earn remuneration usually fulfils the
elements necessary for this feature.

According to legal praxis, the managing director of a li-
mited liability company does not work under an emp-
loyment relationship as referred to in the Employment
Contracts Act. Rather, he or she is an organ of the compa-
ny as referred to in the Limited Liability Companies Act.
Correspondingly, the managing director of a cooperative
society has been found to be an organ of the cooperative
society and not in an employment relationship with the
cooperative society. In the event that the parties wish to
follow the provisions of labour legislation also in terms of
a managing director, this must be agreed upon separate-
ly in the director’s service contract. This guide does not
discuss the service relationship of a managing director.
YTN has a separate guide dealing with managing direc-
tors’ service contracts. On a separate note, it is worth
mentioning that the executive directors and managers of
associations and foundations do fall under the scope of
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the Employment Contracts Act.

2.2. Collective agreements

A part of the conditions governing an employment rela-
tionship are agreed on collectively, with collective bar-
gaining agreements. They complement and expand on
the provisions of labour legislation in many respects.
The law specifies which matters can be agreed upon in
collective agreements. In the Collective Agreements
Act, a collective (bargaining) agreement is defined as
an agreement “concluded by one or more employers or
registered associations of employers and one or more
registered associations of employees, concerning the
conditions to be complied with in contracts of emplo-
yment or in employment generally”. In principle, the
greatest difference between a collective agreement and
an employment contract is that when making a collec-
tive agreement, associations agree on the conditions of
employment relationships on behalf of their members,
whereas the conditions of an employment relationship
when entering into an employment contract are agreed
upon by the employer and employee.

Naturally, all employers must adhere to the collective ag-
reements they have made. In addition, organised emplo-
yers must adhere to any collective agreements that their
employers’ organisation or association has made. The
situation is different for unorganised employers. They
only need to comply with the generally binding collective
agreements of their respective industries.

A collective agreement is considered generally binding if
it can be considered a national collective agreement rep-
resentative of the industry in question. This requirement
is fulfilled when the scope of the collective agreement
in question covers roughly half of the employees in its
industry and when its regional scope covers the entire
country. The “industry in question” referred to in law is
determined according to the collective agreement’s pro-
vision concerning the scope of application. Thus it is not
decisive whether the employee is a member of an emplo-
yees’ organisation or association. In practice, these regu-
lations lead to a situation where a single company needs
to comply with various collective agreements in terms of
different personnel groups. The generally binding nature
of a collective agreement is confirmed by a commission.
Decisions concerning the generally binding nature (gene-
ral applicability) of collective agreements are available
(in Finnish) online at www.finlex.fi/normit. Advice on the
general applicability of collective agreements is availab-
le at YTN affiliates and at occupational health and safety
districts.

The legal effects of a collective agreement also include
what is referred to as the commitment to labour peace
during the validity of the collective agreement. This me-
ans that each of the parties to the collective agreement
must avoid industrial action pertaining to the collective
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agreement or an isolated provision thereof. The contrac-
ting parties are also obligated to ensure that the asso-
ciations, employers and employees under them refrain
from illegal industrial action.

2.3. Determination of the employment
relationship’s conditions

The conditions of an employment relationship are regu-
lated by laws, collective agreements, the employment
contract, established practices, the employer’s rules, etc.
Laws include both mandatory and optional provisions.
Mandatory legislation does not allow for agreements
deviating from it. Optional provisions, on the other hand,
may be derogated from with an agreement to that end.
When confronted with a decision related to an isolated
case on which norm to follow, one can employ the follo-
wing order of priority:
1. Mandatory legislation (which cannot be deviated
from)
2. The provisions of the collective agreements
3. The terms and conditions of the employment cont-
ract
4. Optional legislation (which may be derogated from
with an agreement)
5. Accepted method or an established procedure of
the industry
6. Rules imposed by the employer pursuant to its
right to supervise work, i.e. right of direction.

Companies often have various sets of codes or policies
which include orders on working hours, fringe benefits,
pensions, travel reimbursement, per diem allowances
and social benefits. Such a code becomes a part of an
employment contract if compliance with it has been ag-
reed upon in the contract in question or if it has, through
long-term application, become so established that it
must be considered as constituting a condition of the
employment contract. In such cases, the employer may
not change the code unilaterally. In other cases, codes
can be considered as orders given by the employer by
virtue of its right of direction and furthermore a code the
contents of which may be changed by the employer uni-
laterally. An individual fringe benefit may also become a
condition of the employment relationship even if it was
not explicitly agreed upon in the employment contract,
should it have been in use for a long period of time and
has relevance for the employee.

The determination of an employment contract’s terms
and conditions is furthermore subject to what is general-
ly referred to as the principle of favourability, according
to which the order of priority between codes and norms
may be deviated from in favour of the employee. Due
to this, a collective bargaining agreement may provide
employees with better benefits than what is required in
mandatory legislation. The provisions of collective agree-
ments are likewise minimum provisions, meaning that


www.finlex.fi/normit

employers must, at a minimum, adhere to the salary and
other conditions set in those agreements. A non-manda-
tory legal provision and a non-mandatory provision of a
collective agreement can usually be identified from the
fact that it contains the phrase “unless otherwise ag-
reed”.

The determination of the conditions of upper white-collar
employees’ employment relationships includes its own
special feature attributable to the fact that upper white-
collar employees do not have collective agreements in all
sectors and industries. In sectors where upper white-col-
lar employees have a valid collective agreement, the con-
ditions of their employment relationships are determined
as described above. If such a valid collective bargaining
agreement does not exist, the situation is different. With
such situations in mind, the Federation of Professional
and Managerial Staff YTN has made a Basic Agreement
with the Confederation of Finnish Industries (EK). Accor-
ding to this Basic Agreement, the general conditions of
employment applied to an industry’s salaried employees
must also be valid for upper white-collar employees, as
applicable. However, these general conditions do not
apply to salaries. The Basic Agreement determines the
general conditions of employment that should be applied
to upper white-collar employees. The Basic Agreement is
nonetheless not a collective bargaining agreement, but a
recommendation only. In the event that an industry does
not have a generally applicable collective agreement and
the employer is not a member of an affiliate of a central
employers’ organisation or association, the employer is
not obligated to apply any collective agreement whatso-
ever to an upper white-collar employee. The collective
agreements made by the Federation of Professional and
Managerial Staff YTN are available at: www.ytn.fi.
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3. EMPLOYMENT CONTRACT

An employment contract is a basic contract of working life. The format of an employment contract is informal and it
is created when an employee and employer agree on the performance of work and the salary to be paid for it as well
as on the other benefits and conditions to be applied. It is advisable to draw up employment contracts carefully and, if
necessary, to have their content checked by a union/employees’ association specialist.

Employment Contracts Act (55/2001)

3.1. Format and content of an employment
contract

An employment contract need not follow a prescribed
form. Because of this, it can be made orally, in writing
or electronically. Tacitly made employment contracts are
also valid. Such employment contracts are mainly crea-
ted in situations where a fixed-term employment cont-
ract ends, but the employee continues to work in spite
of this. Although an oral contract is as valid as a contract
made in writing, it is nonetheless advisable to always
make employment contracts in writing. It is preferable
due to its clarity and, above all, verifiability. A dispute
over the content of a particular condition may arise du-
ring the employment relationship. An attempt to prove
an orally agreed matter in such situations is very difficult,
if not impossible. Provided that an employment contract
has been made in writing, a copy must be provided to
each contracting party upon request. Employment cont-
ract forms (templates) are available on the websites of
YTN affiliates. YTN recommends to always make an emp-
loyment contract and any changes to its terms in writing.

If an employment contract is valid until further notice
or for a fixed term of more than a month, the employer
must give the employee a written account of the key
conditions of working. This account must be given no
later than by the end of the first pay period, if said con-
ditions do not become apparent from a written emplo-
yment contract. Regarding work performed abroad, the
account must be given well in advance of the employee
travelling to the destination. A written account must also
be given of any amendment to a condition of work as
soon as possible and, in any case, no later than by the
end of the pay period following the amendment, unless
the amendment is the result of a legislative amendment
or a change to a collective agreement. In practice, emp-
loyers prefer written employment contracts over giving
accounts in writing. This is why written accounts of the
key conditions of work are fairly rare.

The following points must be indicated in a written ac-
count of the key conditions of work. Correspondingly,
any written employment contract must include at least
the following facts:

parties to the employment contract

the employer’s place of business and the employee’s
place of residence

the time when the performance of work begins
duration of fixed-term employment contract, end
date of contract and grounds for its temporary natu-
re or notification on the contract being a fixed-term
contract with a long-term unemployed person trial
period, if agreed upon

the trial period, if one has been agreed upon

the workplace (i.e. the place where the work is per-
formed) or, if the employee does not have a primary
fixed workplace, an account of the principles accor-
ding to which the employee works in various loca-
tions or sites

the employee’s primary tasks

the collective agreement applicable to the job

the grounds for determining the salary and/or other
remuneration as well as the pay period

regular working hours

the determination of an annual holiday

the period of notice or the grounds for determining it
in an assignment abroad that lasts for at least a
month, the length of the assignment, the currency in
which the salary in money is paid, any compensation
in money to be paid abroad and fringe benefits, as
well the conditions for the employee’s repatriation.

In addition, it is a good idea to include an indication of
the following:

holiday bonus/end-of-holiday pay
sick pay

training organised by the company
salary development

travel and other expense allowances.
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In particular, it is worth noting that one need not agree
on a trial period or a non-competition or non-disclosure
clause when entering into an employment contract.

3.2. Binding nature of an employment contract
prior to its beginning

An employment contract is usually signed well in advan-
ce of the job’s beginning. If the employee, for one reason
or another, wishes to withdraw from the employment
contract prior to the beginning of work, it is only possible
by following the period of notice which would apply to
the employment relationship in any case. If the period of
notice is not complied with and the employee does not
begin working as agreed, the employer may request that
the employee pay a sum corresponding to the salary of
the period of notice as compensation.

Section 23.3.3. contains further information on giving
notice prior to beginning work.

Naturally, an employment contract is also binding on
the employer even before the work begins. Because of
this, the employer may not terminate an employment
contract at this point unless there are legal grounds for
doing so. If no such grounds exist, the employer must pay
compensation for the unlawful termination of the emp-
loyment relationship. Should the employer not comply
with the period of notice, it must pay the employee full
salary for a period corresponding to the period of notice
as compensation.

A fixed-term employment contract may not be termina-
ted, unless such a possibility has been expressly agreed
upon. This also applies to the time prior to the beginning
of work.

An employment contract cannot be cancelled prior to
the beginning of the work on the basis of any possible
trial period agreed on by the parties. This should be kept
in mind in situations where an employee receives a new
and more attractive job offer after signing an emplo-
yment contract for another job.

3.3. Duration of employment contract

An employment contract may be valid for a fixed period
of time or until further notice. In the event that there is
no clear agreement on this, an employment contract is
always considered valid until further notice. Fixed-term
employment contracts are allowed only if there are jus-
tified grounds for them or if such a contract is based on
the employee’s own initiative or if it applies to work per-
formed subsequent to the retirement age of 68. Indefini-
tely (until further notice) valid employment contracts are
always allowed.
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3.3.1. Justified grounds required for fixed-term
employment contracts

The most important reason that justifies the making of
a fixed-term employment contract is the nature of the
work concerned. This means hiring a person to perform
a particular task only, for example. The seasonal nature
of a job may also be cause for concluding a fixed-term
employment contract. A fixed-term employment contract
may also be concluded when the case involves a substitu-
tion or internship or when the employer has some other
justified reason related to the company’s activities or the
work to be performed.

A fixed-term contract is furthermore permissible when
the employer’s justified grounds concern the unestablis-
hed nature of service demand. If no such justified grounds
for concluding a fixed-term contract exist, the contract is
considered valid until further notice. The law does not
impose a maximum number or duration applicable to
fixed-term employment contracts, but several consecuti-
ve fixed-term employment contracts or their combined
duration may indicate that the need for workforce is per-
manent. Each fixed-term employment contract must also
have separate legal grounds. The use of recurring fixed-
term employment contracts is not permitted when the
number of those employment contracts or their combin-
ed duration or the aggregate they constitute proves the
employer’s need for workforce to be permanent.

In other words, the use of fixed-term contracts is allowed
when the case involves the performance of a particular
job or compilation of tasks or a particular short-term
work that the employer does not have done continuous-
ly. The acceptability of the use of a fixed-term contract
is dependent on two factors. The use must be justified
in terms of the employer’s operations and the work it is
having done and the reason may not be an attempt to cir-
cumvent provisions concerning an employee’s protection
against termination.

In terms of its duration, a fixed-term employment cont-
ract may be tied to calendar time or a particular work per-
formance. A contract in which the duration of the emplo-
yment relationship is indicated in some other way — such
as when hiring an employee to substitute for another
employee — is also considered a fixed-term employment
contract. In the event that a fixed-term employment
contract is concluded for a fixed term that exceeds five
years, both parties are entitled to terminate the agree-
ment after five years as if the contract were a contract
valid until further notice. In other cases, a fixed-term
contract cannot, in principle, be terminated at all, unless
such a possibility has been agreed upon separately. It is
because of this that it is always worth careful examination
whether the parties should agree on the option of termi-
nation when entering into a fixed-term contract.

If an employer allows an employee to continue working
in a fixed-term employment relationship beyond the ag-
reed term, the employment contract has changed into
one that is valid until further notice. Such cases involve
what is generally referred to as a tacit extension of the
employment relationship.

Making a fixed-term employment contract does not requi-
re a justified reason when the employee to be hired has
been unemployed for a long time, i.e. when the emplo-
yee has been registered as unemployed job seeker conti-
nuously for the past 12 months. An employment relation-
ship of two weeks does not discontinue the continuity of
unemployment. A fixed-term employment contract can
also be made in the event that the employer’s need for
workforce is permanent. A fixed-term employment cont-
ract can have the maximum duration of one year, and it
can be renewed twice so that the total duration of the
contracts does not exceed two years.

3.4. Trial period

A part of the validity period of an employment contract
may consist of a trial period, during which time the emp-
loyment contract may be cancelled bilaterally without a
period of notice. A trial period may be applied to both a
fixed-term employment contract and one which is valid
until further notice. An employment relationship does
not include a trial period if one has not been separately
agreed upon in the employment contract. Thus an emp-
loyer may not unilaterally decide on a trial period. A trial
period’s entry into force may not, primarily, be agreed
upon once working has commenced. However, a trial pe-
riod may be agreed on during the employment relation-
ship if the tasks and the employee’s position within the
company’s organisation undergo material changes. This is
nevertheless exceptional, and in such cases the trial peri-
od applies solely to the new tasks. Should the trial period
lead to a rescission, the employee would therefore have
the right to return to his or her former tasks.

The purpose of a trial period is to give the parties to the
employment relationship a period to consider continuing
the employment relationship. This is why an employment
relationship may be cancelled without a period of noti-
ce and grounds for termination during a trial period. This
right to cancel the employment contract lies with both
contracting parties. Nonetheless, an employment cont-
ract may not be cancelled during a trial period due to
what is generally referred to as wrongful grounds. Such
grounds include the employee’s gender, age, health, na-
tional or ethnic origin, sexual orientation, language, religi-
on, opinions, family relations, trade union activity, politi-
cal activity and other comparable reasons. An employee’s
pregnancy is likewise a wrongful ground. A shop steward’s
special protection is not in force during a trial period, due
to which his or her employment contract may be can-

celled in the same manner as any other employee’s. An
employment relationship may not be cancelled during a
trial period before the work has begun. Nor may an emp-
loyee cancel an employment relationship during its trial
period, should the grounds be wrongful. In an employee’s
case, the grounds are wrongful when, for example, the
employee indicates that he or she has received a better
job offer from elsewhere.

The length of a trial period is a matter of agreement. Ho-
wever, the trial period should not exceed six months. If,
during the trial period, the employee has been absent
from work due to incapacity for work or family leave, the
employer may extend the trial period by one month for
every 30-day period of incapacity or family leave. The
employer must inform the employee of the extended trial
period before the end of the trial period. In the case of fi-
xed-term employment, the trial period and its extensions
may not exceed 50% of the duration of the employment
or last more than six months.

Legal praxis has adopted the view that the trial period
provision is not permitted when the employee returns to
a job similar to his or her former job in the service of the
same employer within a short period of time and when
no special reason for the trial period can be indicated. In
such situations, the trial period provision may be conside-
red an evasion of protection against termination.

3.5. A transfer of business’s effects on
employment relationships

A transfer of the employer’s business means transferring
the company, business, corporation or foundation or an
operational part thereof to another employer if the bu-
siness practised as a primary or secondary occupation
remains as is or similar after the transfer.

Legal praxis has found situations in which the following
requirements are met to constitute a transfer of busi-
ness:

There is a contractual relationship between the trans-
feror and transferee

The transfer concerns a business or part thereof that
constitutes an operational entity

Operations continue more or less unchanged
Operations continue without delay (i.e. without a lon-
ger period of suspension).

An acquisition of the entire share capital of a limited lia-
bility company does not constitute a transfer of business,
since in such cases the employer does not change. Only
the owner of the company changes. Nor is a change in
a company’s form of incorporation or merger seen as a
transfer of business.

When a transfer of business takes place, the rights and
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obligations of the employer transfer to the new owner or
holder immediately. Following the change in ownership,
then, the new owner is responsible for salaries, annual
holidays, holiday bonuses, etc. The transferor and trans-
feree are jointly and severally liable for any salary arrears
outstanding prior to the transfer of business. However, in
such cases the transferor is liable for them with regard to
the transferee, unless otherwise agreed. In the transfer
of a bankruptcy estate, the transferee is not liable for any
salary arrears or other receivables due in relation to an
employment relationship that have fallen due before the
transfer, except in cases where the same people exercise
or have exercised control in the company declared bank-
rupt and transferee company through ownership, an ag-
reement or some other arrangement.

In a transfer of business, employees transfer into the ser-
vice of the new employer as “old employees”. The emp-
loyment relationship continues without interruption,
which is also why the term of service that accumulated
prior to the transfer is also taken into account when cal-
culating the length of the employment relationship. This
also means that the terms and conditions of the emplo-
yment relationship or the employee’s benefits will not be
subject to any changes. The applicable collective agree-
ment, on the other hand, may change if the new emplo-
yer is organised differently than the transferor-employer.
The change may take effect only after the term of the
collective bargaining agreement has come to an end.

The employer (transferee) may change the conditions of
an employment relationship unilaterally only if it has the
proper and weighty reason required for a termination
of the employment contract. In such cases, the change
may be effected only in line with the period of notice.
If the employment contract is terminated because the
employee’s terms of employment deteriorate to a mate-
rial extent due to the transfer of business, the employer
is considered liable for the end of the employment rela-
tionship.

Sections 21.2. and 21.9. contain further information on
the employer’s co-operation obligation in connection
with a transfer of business.

3.6. Employee’s general obligations

An employee must perform the work assigned to him
or her carefully and comply with the rules given by the
employer within the framework of its authority on the
way the work is to performed, its quality and scope and
on the working hours and workplace. An employee must
also avoid everything that is in conflict with the actions
that can be required of an employee in his or her posi-
tion within reason. The requirements of this loyalty obli-
gation may also extend to the employee’s free time. The
employee may not publicly criticise his or her employer
during free time, for example. These requirements impo-
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sed by law are proportionate to the employee’s position
within the company in such a way that the obligations of
employees who work in managerial positions are more
extensive than those of other employees.

Section 12.3. contains more information about an
employee’s occupational health and safety obligations.

3.7. Business and trade secrets

According to the Employment Contracts Act, an emp-
loyee may not, during his or her employment contract,
exploit or express to others the employer’s business and
trade secrets. This prohibition applies to all business and
trade secrets the employee has been entrusted with or
of which he or she has otherwise become aware. If the
employee has obtained such information unlawfully, the
prohibition will continue even after the employment re-
lationship ends.

According to the Criminal Code, a violation of a business
or trade secret is prohibited during an employment rela-
tionship and for a two-year period following its termina-
tion. However, the prohibition referred to in the Criminal
Code only concerns situations in which a person discloses
the information (secret) to gain financial benefit for him-
self or herself or another person, or when the secret is
divulged with the intention of causing harm to someone.

An employee who violates business or trade secrecy
may have to compensate for the damage or loss caused.
Business and trade secrets means both financial secrets
— such as information pertaining to a company’s organi-
sation, agreements, marketing and price policies — and
technical secrets, such as information concerning struc-
tures and material compounds.

A business secret is characterised by the fact that its sec-
recy carries significance for the business activities of the
company in whose possession the business secret is.

3.8. Non-disclosure agreement

The restrictions concerning business and trade secrets
provided in the Employment Contracts Act are valid
only for the term of an employment relationship. An
employee’s non-disclosure obligation may be extended
to the time following the end of the employment rela-
tionship only with a separate non-disclosure agreement.
At times, securing the interests of a particular employer
even necessitates such an agreement. Non-disclosure
agreements may, however, turn out to be detrimental to
the employee. This is why it is not advisable to draw up
non-disclosure agreements with too broad a scope and
too many restrictions. Such agreements must always de-
tail which matters are to be kept secret and for how long.

3.9. Prohibition concerning competing activity

The employee may not perform work for others or parti-
cipate in activities which, considering the nature of his or
her work and position, may cause manifest harm to the
employee’s employer as a competing activity contrary to
fair employment practices. Nor may an employee, during
the employment relationship, undertake any measures
to prepare for competing activity that may be considered
unacceptable in light of the aforementioned. This kind of
competing work may nevertheless be performed at the
employer’s consent. The same applies if the employer is
aware of the competing activity when entering into the
employment contract and it is not, at the time, expressly
agreed that the competing activity must be discontinued.

If the secondary occupation involves a different industry
and no competition arises, the work in question may na-
turally be performed. However, such a permissible se-
condary occupation may not take so much time that it
has adverse effects on the performance of the primary
occupation.

The prohibition concerning competing activity takes ef-
fect from the moment the employment contract is con-
cluded, even if the work had not yet started. Competing
activities are also prohibited during a period of notice,
regardless of an obligation to work, and during annual
holidays. A new employment contract may nevertheless
be signed while still working at the old workplace. In such
cases, work in the service of the competitor may not be
commenced prior to the end of the employment relation-
ship. Business activity that competes with the employer’s
business performed in the name of one’s own company
while the employment relationship lasts may also be con-
sidered prohibited competing activity.

The consequences for a breach of this provision may be
quite harsh. Material breaches usually result in a can-
cellation of the employment relationship. Damages may
also be claimed from the employee.

3.10. Non-competition agreement

A non-competition agreement may be concluded only for
a particularly weighty reason related to the employer’s
operations or the employment relationship. An agree-
ment such as this restricts the employee’s right to en-
ter into an employment contract with the employer’s
competitor after the employment relationship has en-
ded. A non-competition agreement may also restrict the
employee’s right to engage in such activity using his or
her own name. The purpose of a non-competition agree-
ment is to secure certain interests of the employer. For
an employee, this kind of an agreement is always harmful
to a greater or lesser extent. Because of this, non-com-
petition agreements should not be entered into without
thorough consideration.

Should it nevertheless be necessary to enter into a non-
competition agreement, its restrictions should be defin-
ed in as much detail as possible. In such cases, it is good
idea to name the companies and products the employee
may not get or be involved with, for example, as well as
the geographical area in which the employee may not
operate.

According to the law, a non-competition agreement
may not be concluded at all unless there is a particularly
weighty reason for doing so. When assessing the exis-
tence of such a reason, the factors accounted for include
the quality of the employer’s activities and a need for
protection attributable to the maintenance of a business
or trade secret or special training arranged for the emp-
loyee by the employer. The assessment must also take
into account the employee’s position and duties. Non-
competition agreements may not be made with emplo-
yees who, in truth, do not possess know-how that is of
material importance to the company’s operations. Non-
competition agreements may not be made in tasks which
do not involve the employer’s genuine need to restrict
competition.

Non-competition agreements may be considered per-
missible in cases where the employee’s tasks involve
product development, research or other comparable
operations and when the employer possesses knowledge
and competence not in the general use of competitors.
The conclusion of non-competition agreements is more
permissible in tasks in which the rapid rate of new infor-
mation and technological advances are factors with ma-
terial relevance for production operations. A particularly
weighty reason attributable to an employment relation-
ship may be at hand when customers are strongly com-
mitted to a company through an employee engaged in
sales work. In such cases, the grounds for the non-com-
petition agreement is the interest to retain the custo-
mers. Special training paid for by the employer may also
function as grounds for a non-competition agreement. In
such cases, factors such as the costs of the training and
any paid leave or scholarship granted by the employer for
the purposes of the training may be taken into considera-
tion. Conventional advanced or further training provided
by the employer cannot be cited as grounds for a non-
competition agreement. Nor can any training acquired
and paid for by the employee himself or herself usually
serve as grounds for a non-competition agreement.

Anon-competition agreement may restrictan employee’s
right to enter into a new employment contract or prac-
tise his or her profession for a maximum period of six
months following the end of the employment relation-
ship. In exceptional cases, a non-competition agreement
may be in effect for up to a year, provided that the emp-
loyee receives reasonable compensation for the damage
or loss caused by the commitment.
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A non-competition agreement may include an agree-
ment on a contractual penalty which will fall due if the
agreement is breached. Such a contractual penalty may
not exceed the salary paid to the employee during the
six months preceding the termination of the emplo-
yment relationship. If a contractual penalty has not been
agreed on, the employee is obligated to compensate for
the damage caused to the employer by the breach of the
non-competition agreement in accordance with the pro-
visions of the Tort Liability Act. YTN recommends not ag-
reeing on a separate contractual penalty.

Employees who, by virtue of their duties and position
are considered to perform a managerial task of a com-
pany, corporation or foundation or an independent part
thereof, or to be in a directly comparable independent
position, are in a special position in terms of making non-
competition agreements. This is namely because they
are not subject to the aforementioned restrictions con-
cerning the duration of a non-competition agreement or
a possible contractual penalty.

A non-competition agreement is not binding on an emp-
loyee if the employment relationship has ended due to
a reason attributable to the employer. Thus it makes no
difference which party terminates the employment cont-
ract. The decisive factor is the reason for the terminati-
on. It should furthermore be noted that a non-competiti-
on agreement is invalid insofar as it has been concluded
contrary to the provisions of the Employment Contracts
Act.

3.11. Employer’s general obligations

An employer must in all respects develop its relations
with its employees as well as its employees’ mutual re-
lations. The employer must ensure that an employee
can perform his or her work also when the company’s
operations, the work to be performed or working met-
hods change or are being developed. The employer must
endeavour to advance employees’ possibilities to deve-
lop according to their abilities during their careers.

The employer is obligated to treat its employees equally,
so that no-one is unjustifiably placed in a position diffe-
rent from that of others due to age, origin, nationality,
language, religion, beliefs, opinion, political activity, uni-
on activities, family relations, health, disability, sexual
orientation or some other reason pertaining to the per-
son. This requirement of an employee’s equal treatment
must also be adhered to in recruitment. According to the
Act on Equality between Women and Men, gender disc-
rimination is also prohibited. More on these in chapters
13 and 14.

Fixed-term and temporary employees may not be sub-

ject to terms and conditions of employment that are less
favourable than those in other employment relationships

16 YTN Employment Relationship Guide

merely due to the duration of the contract or the length
of working hours, unless there are proper and acceptab-
le reasons for doing so. In all other respects as well, the
employer must treat employees equally, unless there is
an acceptable reason for deviating from this principle.

An employer must offer work for part-time employees
if the employer needs more employees in tasks suitable
for the part-time employees. To meet this obligation, the
employer is obligated to provide part-time employees
with training that can be reasonably arranged taking
into account the employer’s suitability. To ensure that
part-time and fixed-term employees have the possibi-
lity to apply for positions about to become vacant, the
employer must announce such positions according to the
company'’s established method for doing so.

An employer’s obligations also include arranging the ne-
cessary breaks and tools for its employees.

Section 12.2. contains information about the employer’s
occupational health and safety obligations.

3.12. Salaries

The obligation to pay salaries is the employer’s most
important obligation. Salaries must primarily be paid in
the legal tender of the country in question. However,
the employer and employee may agree that the salary or
part thereof be paid in the form of other remuneration
having monetary value, such as in the form of fringe be-
nefits. The prerequisite for this is that the other agreed
remuneration has monetary value. If a salary consists of
a salary in money and fringe benefits, the hourly and dai-
ly salary is calculated from the total salary. Any possible
general pay increases must also be calculated on the ba-
sis of the total salary.

The employer and employee are free to agree on the
grounds for the salary. Because of this, performance-
based pay (such as commissions, bonuses, share of pro-
fits) can be applied in addition to a basic salary or in lieu
of it. Performance-based pay must be determined only
according to performance factors that the employee him-
self or herself can influence. The principles for calculating
payment by results must always be agreed on in detail
and in writing, in terms of both profit and expense fac-
tors. In the case of payment by results, one must always
also agree on how it is paid at the end of an employment
relationship. Regarding salesmen, the Act on Commer-
cial Representatives and Salesmen provides for the right
to a subsequent commission. Because of this, salesmen
are entitled to receive a commission for an agreement
created after their employment relationship has ended
if the agreement can primarily be considered to have
been arrived at with the salesman’s contribution during
the validity of his or her employment contract and if the

agreement is made within a reasonable period of time
following the termination of the employment contract.

The maximum pay period for a primary occupation is
one month. The salary must be paid no later than on
the final day of the pay period. Parties often agree on
the payment of salary earlier during the pay period. Ho-
wever, in cases involving hourly or daily wages, salaries
must, as an exception to the above, be paid at least twice
a month. If part of the salary is determined as a share of
profits, commission or some other comparable basis, the
payment period may be longer than the aforementioned
one, but nonetheless no longer than 12 months.

The salary must be paid to the bank account indicated by
the employee. The employer is responsible for the costs
arising from the payment methods. The salary must be
at the employee’s disposal on its due date. In the event
that banks are closed on the due date, the salary must
be at the employee’s disposal on the preceding working
day. When paying a salary, the employer must provide
the employee with a payslip that indicates the amount of
the salary and basis for its determination. A salary may
be paid in cash only for compelling reasons.

Section 23.18. contains information on the right to salary
during pregnancy.

If an employment relationship is not subject to any col-
lective agreement, the salary is determined according
to the employment contract between the employer and
employee. If no agreement has been made on the remu-
neration to be paid in the employment relationship, the
employee must be paid normal and reasonable wages for
the work performed.

The employer is entitled to set off any clear and undis-
puted receivables from the employee’s salary. However,
the maximum amount that can be claimed equals the
sum that could be attached, i.e. a third of the net salary.
Naturally, the employer may not set off any disputed re-
ceivable from the employee’s salary.

The employer’s obligations cover the measures of pre-
ventive occupational healthcare, and do not therefore
pertain to medical treatment.

Occupational Health Care Act (1383/2001)

in principle, every member has one vote, but the bylaws
may provide that the number of votes depends on the
size of the fund unit. The bylaws may also provide that a
meeting may be participated in by mail or with the help
of technical tool, provided that verification of the right to
participate and the validity of the vote count is possible
using procedures comparable to those used for a regular
fund meeting. Among other things, a fund meeting deci-
des on any amendments to the fund’s bylaws, voting and
election regulations and the members of the board of
directors. The meeting also adopts financial statements

and grants discharge from liability and decides on any
measures necessitated by profit or loss and on the dis-
solution of the fund. A personnel fund must have a board
of directors composed of at least three members. The
board represents the fund and manages its operations.

An employer or the representative of an employer who
wilfully or through gross negligence to the detriment of
the employee neglects to keep books on working hours
or annual holidays, keeps them erroneously, alters, con-
ceals, destroys or renders them impossible to read may
be sentenced to a fine or at most six months’ imprison-
ment.

The same punishment applies to an act carried out des-
pite an express order or prohibition by an occupational
health and safety authority, which is a punishable act ac-
cording to the Working Hours Act or the Annual Holidays
Act.

3.12.1. Payment of salary when performance of work
is prevented

The employer is obligated to pay an employee a full sa-
lary if the employee has been at the employer’s disposal
in accordance with the employment contract, but pre-
vented from doing the work in question due to a reason
attributable to the employer.

However, the situation is different if working is prevented
due to a fire or an exceptional natural event that affects
the workplace or some other comparable reason inde-
pendent of the employer and employee. In such cases,
the employee is entitled to receive pay for the time of the
prevention, but only for a maximum period of 14 days.
After this, the employer may suspend the payment of
salaries. If the reason independent of the parties to the
employment contract that prevents work is the indust-
rial action of other employees that is not interdependent
with the employee’s terms of employment or working
conditions, the employee is entitled to receive his or her
salary only for a maximum period of seven days. An emp-
loyer may deduct from the wages paid to an employee
the amount saved due to the employee being prevented
from working and the amount the employee has earned
with other work or willfully not earned.

3.12.2. Sick pay

According to the Employment Contracts Act, an emplo-
yee who is prevented from working due to sickness or in-
jury is entitled to sick pay. If the employment relationship
has continued for at least a month, the employee is entit-
led to receive full pay for the time of prevention until the
end of the ninth working day following the day the emp-
loyee fell ill and at most until the time as the employee’s
right to a daily allowance pursuant to the Health Insuran-
ce Act commences. In employment relationships that
have continued for less than a month, the employee is
correspondingly entitled to receive 50 per cent of his
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or her salary. However, the incapacity for work may not
be caused by the employee’s willful or gross negligence.
Most collective bargaining agreements, however, agree
on employees’ entitlement to receive sick pay for a con-
siderably longer period of time. Sick pay has often been
agreed on as follows:

The employment relationship has continued without in-
terruption for  Sick pay

1 month — less than 1 year for 4 weeks
1 year —less than 5 years for 5 weeks
5 years or longer for 3 months
The employer is entitled to deduct from an employee’s
sick pay any daily health insurance allowances and other
comparable compensation paid to the employee simul-
taneously. Sick pay is usually calculated from the basic
salary, not taking into account overtime pay and other
increments. Some collective agreements have, however,
departed from this main rule. If an employee’s incapacity
for work is not due to illness or an injury, the employee
is not entitled to sick pay (cosmetic surgery performed
at the employee’s own wish, for example). The emplo-
yee must present a reliable account of the incapacity
for work to the employer upon request. Many compa-
nies are in the habit of asking for a doctor’s certificate
or some other equivalent account only if the incapacity
for work continues for more than three days. Despite this
practice, the employer always has the right to request an
account for an even shorter period of absence.

3.13. Changing the conditions of an employment
relationship

In the event that an employment relationship becomes
a lengthy one, the need to change the conditions of the
employment contract usually arises at some point. Emp-
loyment contracts may, of course, always be changed by
mutual agreement of the parties. If a particular condition
of an employment contract is changed with an agree-
ment, all other conditions in the contract will primarily
remain in force as such. An employment contract should
nevertheless always be re-written when material chan-
ges are made.

The employer may not change the conditions of an emp-
loyment contract unilaterally. The sole exception to
this rule is a situation where the employer has justified
grounds to terminate the entire employment contract.
In such cases, the employer may change the conditions
of the employment contract unilaterally and the changes
take effect once the period of notice comes to an end.
In other words, the employer terminates an employment
contract while offering a new employment contract in
return. Should the employee refuse to accept such a
change to the employment contract and should there
be no grounds for termination required by law for the
change, the employee may stop working once the peri-
od of notice has ended and claim damages for wrongful
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termination. The employee may also continue working
and contest the grounds for the employer’s action. In any
case, an evidentiary complaint should be made imme-
diately, because otherwise the employee’s action may be
construed as a tacit approval of the changes.

It is also worth noting that an employer’s right to redu-
ce wages as an alternative to termination is restricted by
Supreme Court decisions (KKO 1997:83 and 1996:89). Ac-
cording to one of the aforementioned decisions, a reduc-
tion of wages must, along with other restructuring me-
asures, be necessary to secure the company’s conditions
for operating due to the company’s loss-making opera-
tions. According to the other decision mentioned, the
reduction of wages must be, together with other restruc-
turing measures, necessary to secure the company’s
operating conditions.

The employer has the right to unilaterally change an
employment relationship into part-time employment
by way of a period of notice only if there are financial
and production-related grounds for termination. If the
employer has unilaterally changed an employee’s emp-
loyment relationship into a part-time one, the employer
must primarily offer additional work for the employee in
a part-time job when the employer is seeking new work-
force for a similar part-time or full-time job. In the event
that the new work requires training that the employer
can within reason arrange, the employee must be provi-
ded with such training.

By virtue of its right to supervise work, the employer is
entitled to make only temporary and short-term or mi-
nor changes to an employee’s tasks. The broader the job
description in an employee’s employment contract is,
the greater the employer’s possibility to determine the
employee’s tasks within the framework of its right to su-
pervise work.

4, WORKING HOURS

Working hours are governed by the Working Hours Act. In addition to employees in the private sector, the Act applies
to public sector employees and civil servants. Nearly all upper white-collar employees belong within the scope of the
Working Hours Act and are thus entitled to, for instance, overtime compensation.

A contract that reduces the benefits conferred on an employee pursuant to the Working Hours Act is invalid. Thus
any employment contract that includes an agreement on the performance of overtime and no compensation for such

overtime is not valid.

Working Hours Act (605/1996)

4.1. The Working Hours Act’s scope of application
and executive management

The applicability of the Working Hours Act on any par-
ticular employment relationship determines whether
the employee is entitled to compensation (for example
a weekly rest period and overtime compensation) under
said Act. In principle, all upper white-collar employees
belong within the scope of the Working Hours Act.

According to a provision for derogation included in the
Act, the Working Hours Act does not apply to work that,
on the basis of the tasks it involves or otherwise due to
the employee’s position, must be seen as management
of a company or an independent part thereof or an in-
dependent duty directly comparable to management. In
practice, the provision for derogation means that only a
company’s executive management remains beyond the
Act’s scope of application.

For any particular case to constitute the management
tasks of an independent part of a company as referred
to in the Working Hours Act, the part managed must
be operatively independent and substantial in terms of
its size. The size of independent part may be measured
by net sales or the number of employees, for example.
A typical example of the manager of a company’s inde-
pendent part is a factory manager, but the manager of a
major regional office may also be considered a manager
of a company’s independent part. In contrast, a separate
unit that belongs to a company’s organisation does not
meet the criteria set for a company’s independent part.

Nor is the Working Hours Act applied to employees
whose tasks are equal to the management duties of a
company’s independent part. In such cases, the position
and duties of the person who is in charge of the tasks
must be independent and he or she must exercise deci-
sion-making powers equal to management. The person
must possess special know-how and be able to decide
on his or her working hours. Furthermore, the terms and
conditions of such a person’s employment relationship
must be equal to the terms and conditions applied to

those who take part in management tasks and clearly
better than the terms and conditions of the employment
relationships of those who work under the person. In
practice, this means that the person’s position is at least
above that of middle management.

However, the employee’s formal position within the or-
ganisation is not decisive as such, even if it is of key im-
portance. When assessing whether an upper white-collar
employee is covered by the scope of the Working Hours
Act, attention focuses on the true nature of the tasks and
position. What is decisive is the employee’s authority to
participate in the company’s actual management. In a
simple organisation, any administrative, commercial and
technical directors or managers working in the imme-
diate supervision of executive management —i.e. in prac-
tice, the company’s management team — remain outside
the Act’s scope of application. On the other hand, middle
management falls within the Act’s scope of application,
even though their tasks may often be demanding mana-
gement and planning tasks.

The employer’s size matters when assessing the scope
of application of the Working Hours Act. The smaller
the company involved is, the fewer the number of up-
per white-collar employees who remain beyond the sco-
pe of application of the Working Hours Act. The Act’s
restrictions, however, cannot be evaded by splitting the
company up into smaller independent profit centres, for
example.

4.2. The Working Hours Act’s application to
telecommuting and sales work

Telecommuting refers to a flexible way of organising
work based on optionality. The work is performed where
it is most efficient and expedient from the point of view
of the employee, employer and the work to be perfor-
med. Telecommuting is performed outside the workpla-
ce, such as from home, a holiday home or in the form of
mobile work when traveling.

The Working Hours Act only applies to work in which the
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employee’s use of time can be monitored by the emp-
loyer. This requirement is not usually met with regard
to telecommuting, due to which the applicability of the
Working Hours Act on telecommuting must be agreed to
separately with the employer.

Nor is the Working Hours Act applied to work that an
employee performs outside his or her fixed workplace,
if the employee is at liberty to decide when the work
is performed without the employer’s monitoring. The
provision applies to the work of, among others, a com-
mercial representative or a salesman. In such jobs, the
employee is free to decide when, where and who he or
she meets for business, due to which “field work” does
not fall within the scope of the Working Hours Act. Even
in the case of sales and commercial representatives, any
work performed at an office under the management and
supervision of the employer does fall within the scope of
the Working Hours Act.

4.3. Regular working hours

Regular working hours mean the working hours agreed
upon in the employment contract or the collective ag-
reement.

According to the Working Hours Act, regular working
hours may not exceed 8 hours a day or 40 hours a week.
Regular weekly working hours may, according to a wor-
king hour arrangement drafted in advance, also be orga-
nised as an average of 40 hours a week for a maximum
period of 52 weeks.

Nowadays, the most common regular working hours of
employees is 7.5 hours a day or 37.5 hours a week. Howe-
ver, the provisions in the Working Hours Act that concern
overtime only become applicable when 8 hours a day or
40 hours a week has been reached.

4.3.1. Local agreement on working hours based on

a collective bargaining agreement or a generally
applicable collective agreement

A local agreement means that national labour market
organisations have transferred the possibility to agree
on working hours in derogation of the Working Hours
Act to workplaces with the collective agreement. A local
agreement on regular working hours may be based on a
collective (bargaining) agreement, a generally applicable
collective agreement or the law.

An employer or a national employers’ association may
agree with a national employees’ association on regular
working hours that derogate from the law with a collecti-
ve agreement. Regular working hours based on a collec-
tive agreement may not exceed an average of 40 hours a
week within a 52-week reference period.

The Federation of Professional and Managerial Staff
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(YTN) has agreed on the possibility to make local agree-
ments concerning working hours with a collective bar-
gaining agreement entered into with the Federation of
Finnish Technology Industries, Finnish Energy Industries,
Service Sector Employers PALTA, the Chemical Industry
Federation of Finland and the Finnish Association of Con-
sulting Firms SKOL.

An unorganised employer may also make a local agree-
ment on working hours with its personnel based on the
generally applicable collective agreement (see section
2.2. for more details on collective bargaining agree-
ments) and within its framework. Such a local agreement
can be concluded with a shop steward or an employee
representative or, if such a person has not been elected,
some other representative authorised by the personnel.
If there is no personnel representative, the agreement
can be concluded with the personnel or a personnel
group. A local agreement must be made in writing, unless
the parties consider this unnecessary. However, a local
agreement must always be made in writing if it is valid for
more than two weeks.

The agreement may be valid for a fixed period of time or
until further notice. An agreement that is valid until furt-
her notice can be terminated when the reference period
for the working hours comes to an end. The period of
notice is two weeks, unless otherwise agreed. A fixed-
term local agreement that is valid for more than a year
can be terminated after four months in the same manner
as an agreement that is valid until further notice. A lo-
cal agreement concluded by a personnel representative
must be made known to the employees no later than a
week prior to the commencement of its application. The
agreement is binding on all employees that the person-
nel representative who made the agreement can be con-
sidered to represent. However, an individual employee
has the right to comply with his or her earlier working
hours, provided that the employee informs the employer
of this no later than two days prior to the application of
the new system commencing.

4.3.2. Local agreement on working hours based on
law

The Working Hours Act gives an employer and an emp-
loyee the possibility to agree on the extension of daily
(24-hour) working hours by a maximum of one hour. An
agreement such as this is possible whenever it is not
prohibited by a collective agreement. In other words, an
agreement that extends working hours by an hour can
also be made in a situation where there is no collective
agreement at all. The extension is subject to the restric-
tion that the regular working hours must average out to
the normal 40 hours a week during a maximum period of
four weeks. In addition, the weekly working hours may
not exceed 45 hours even during the extension period.
The recommendation is to also make any agreements
such as these in writing.

4.4. Definition of working hours

Working hours include the time spent on work at the
workplace as well as the time that the employee is ob-
ligated to be present and at the disposal of the emplo-
yer at the workplace. In addition, working hours include
work that the employer assigns to an employee to per-
form outside the workplace.

Training incorporated and arranged in connection with
working hours is clearly part of working hours. Training
sessions are also included in working hours when the
training is ordered by the employer and necessary for
the employee to be able to perform his or her job (such
as the introduction of a new IT system).

Participation in optional training is not considered as
part of working hours, unless it has been specifically ag-
reed upon with the employer. A corresponding principle
is also applied to what are generally referred to as bu-
siness entertainment events. If an employer orders an
employee to take part in such an event, the time spent is
included in working hours. If participation is optional, it
takes place on the employee’s own time.

A rest period is not included in working hours if the emp-
loyee may leave the workplace during it (e.g. lunch bre-
aks). Time spent in medical check-ups is not included in
working hours, unless it has been agreed upon separate-
ly or unless otherwise agreed in a collective agreement.

4.4.1. Travel time

In the case of upper white-collar employees, time spent
on travel within the framework of regular working hours
is not usually included in working hours. However, the
salary of an employee receiving a monthly salary is not
reduced, even if part of the working day was spent on
traveling. Drawing the line between working hours/tra-
vel time has significance in terms of counting overtime.

Travel time is seen to be included in working hours only
when the travel is simultaneously a work performance.
The question of when travel becomes a work performan-
ce is decided on a case-by-case basis. Tasks where the
performance is equivalent to travel are considered as
work performance (e.g. transporting gravel as a work as-
signment). Performing work with a laptop computer du-
ring travel does not make the travel a work performan-
ce when looked at from the perspective of the Working
Hours Act. It is advisable to agree on travel completed
during regular working hours and its inclusion within
working hours with the employer, to ensure any possible
compensation for overtime.

According to the Working Hours Act, travel outside regu-
lar working hours is considered an employee’s free time,

for which the employer is not obligated to pay separate
compensation. Compensation for travel time is paid on
the basis of the collective bargaining agreements appli-
cable in various industries or on the basis of workplace-
specific agreements. It is also possible to agree on com-
pensation for travel during free time within the scope
of an employment contract. YTN recommends that an
upper white-collar employee be compensated for travel
during free time according to the principle of an hour for
an hour.

4.5. Stand-by time

An employer and employee may agree on a stand-by
time in the framework of which the employee is obliga-
ted to remain available to be called in to work when ne-
cessary. This kind of stand-by time is not counted in as
working hours.

The stand-by time can be agreed in such a way that the
employee must stay at home or remain otherwise avai-
lable (by the phone, for example) for the duration of the
stand-by time. However, the length and recurrence of
the stand-by time may not place unreasonable strain on
the employee’s use of his or her free time.

According to the Working Hours Act, stand-by time spent
at home is subject to a minimum compensation of 50 per
cent of the employee’s salary or a corresponding number
of hours as free time during regular working hours. Com-
pensation for stand-by time on a mobile phone must be
agreed on separately, as it is not mentioned in the law.

If an employee is called in to work during stand-by time,
the time spent at work is considered working hours and
compensated for in accordance with the Working Hours
Act. In most cases, such time is considered overtime.

4.6. Additional work

Additional work is work performed in addition to the ag-
reed regular working hours, but not exceeding the ma-
ximum amount of regular working hours as provided in
the Working Hours Act. For example, if the employer and
employee have agreed on regular working hours equal
to 7.5 hours per day, the nature of any work performed
until the eight-hour limit is additional. Additional work
is accordingly the case if the employee works on his or
her regular day off in such a way that the daily (24-hour)
working hours do not exceed the limit of 8 hours and
the weekly working hours do not exceed the limit of 40
hours.

Additional work may primarily be ordered only with the
consent of the employee, meaning that an employee
may refuse to perform additional work. The employee
may give his or her consent to additional work as early as
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when concluding the employment contract, but additio-
nal work can also be agreed to on a case-by-case basis.
On the other hand, the employee does not have the right
to perform additional work without the employer’s re-
quest or consent.

Additional work is primarily compensated for accor-
ding to simple hourly wages or exceptionally, as agreed
in some collective agreements, according to increased
hourly wages.

4.7. Overtime

Overtime is work performed in addition to the maximum
length of regular working hours provided in law (i.e.
more than 8 hours a day or 40 hours a week). Overtime
requires, first and foremost, the consent of the emplo-
yee, separately for each instance of overtime. Thus the
consent to overtime cannot be given in an employment
contract, for example. In other words, the employee, as a
rule, has a right to refuse to work overtime.

Secondly, overtime requires the request or consent of
the employer. This being the case, the employee is not
entitled to overtime compensation for any extra work
done, unless the overtime in question has been specifi-
cally agreed upon with the employer.

In some cases, the employer may be considered to have
given tacit approval for the overtime. This can be the
case when the overtime has been necessary to bring a
particular task to conclusion and the employer has been
aware of the situation. An example of the tacit approval
of overtime is a situation in which the employer has re-
quired a task to be completed while being aware of this
not being possible within the framework of agreed wor-
king hours.

Even for employees who primarily remain beyond the
scope of application of the Working Hours Act (such as
salesmen and commercial representatives), a part of
working hours may be considered as subject to compen-
sation according to provisions concerning working hours.
In the event that the employer determines where a sales
representative operates or that overtime is to be done
at the employer’s office, the employment relationship
is subject to the Working Hours Act in this respect, and
the sales representative is entitled to overtime compen-
sation when the regular working hours are exceeded. In
such situations, the employee remains beyond the scope
of the provisions of the Working Hours Act only insofar
as the employer is not able to monitor the time spent
working.

Cases in which the employer can monitor the use of wor-
king hours can also be considered equal to the employer’s
order. Being present at a trade fair, for example, is inclu-
ded in working hours, because it allows the employer to
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easily monitor how the time is spent.

4.7.1. Daily overtime

Work performed on a regular workday beyond the sta-
tutory maximum of regular working hours (8 h/day) ac-
counts as daily overtime.

Daily overtime is subject to compensation equal to a 50
per cent increase on the regular wage for the first two
hours and a 100 per cent increase on the regular wage
for any subsequent hours.

4.7.2. Weekly overtime

Work performed outside the framework of a normal
work week accounts as weekly overtime. If, for example,
work is usually performed for a total of 40 hours from
Monday to Friday, work performed during the weekend
accounts as weekly overtime. If the employee has not
completed 40 working hours during the regular work
week, work performed until the 40-hour limit accounts
as additional work. In other words, if the employee has
put in 37.5 hours of work within the regular working
hours from Monday to Friday and works for another 8
hours on Saturday, 2.5 hours of the work performed on
Saturday accounts as additional work.

Weekly overtime is subject to a compensation equal to a
50 per cent increase on the regular wage.

4.7.3. Calculating the hourly wage for the purposes of
overtime compensation

For the purpose of overtime compensation, the hourly
wage of an employee is usually calculated according to
the collective agreement practice, by dividing the month-
ly salary by 158, when the work week equals 37.5 hours.
If, on the other hand, the work week equals 40 hours, the
monthly salary is divided by 160 to calculate the hourly
wage. The divisor of the monthly salary should nevert-
heless always be checked from the collective agreement
applicable to the employment relationship in question.
Monthly salary refers to the total salary, due to which the
calculation must also account for fringe benefits.

4.7.4. Compensating for overtime
An employee is entitled to receive the overtime compen-
sation pursuant to the increases in money.

The compensation may, however, also take the form of
free time, provided that this is agreed upon with the
employee. In this case, too, the compensation must be
given according to the increases, instead of according to
the principle of an hour for an hour. The free time must
be given and exercised within six months of the overtime
in question. The time of the free time given as compensa-
tion for overtime must be discussed with the employee,
but the employer has the ultimate right to decide the
time. If the time decided by the employer is not suitable
for the employee, he or she may still at this point chan-

ge the compensation given as free time into a monetary
compensation.

The employer and employee may agree on combining
the free time given as compensation for the performan-
ce of additional work and overtime with a carried-over
holiday as referred to in the Annual Holidays Act. In such
cases, free time is governed by the provisions of the An-
nual Holidays Act concerning carried-over holidays (for
further information on the carrying over of annual holi-
days, see section 5.11.).

4.7.5. Overtime compensation as a separate monthly
remuneration

Compensation for overtime is primarily paid according to
the hours of overtime performed, including the applicab-
le increases pursuant to the Working Hours Act. An emp-
loyee in a managerial position and an employee whose
principal task is to directly manage or supervise work and
who does not participate in or participates only tempora-
rily in the work of those he or she manages or supervises
may nevertheless agree that a fixed overtime compen-
sation be paid for additional work, overtime and Sunday
work, in addition to the normal monthly salary.

Collective bargaining agreements have broadened the
right to agree on a fixed overtime compensation so that
it also applies to employees other than those in a ma-
nagerial position. The collective bargaining agreement of
upper white-collar employees in the Federation of Fin-
nish Technology Industries, for example, allows for an ag-
reement on a fixed overtime compensation with a upper
white-collar employee.

The agreement should indicate which part of the upper
white-collar employee’s monthly salary is remuneration
for regular working hours and which is compensation for
overtime. In other words, according to the law, the ag-
reement may not be such that the amount of the overti-
me compensation cannot be distinguished from the nor-
mal monthly salary (e.g. “The monthly salary of an upper
white-collar employee is €5,000, including compensation
for overtime”).

The fixed overtime compensation must be, on average, as
great as the salary calculated according to the hours for
which increase would be payable. When agreeing on the
compensation of additional work, overtime and Sunday
work with a fixed monthly remuneration, it would also
be advisable to agree on the estimated amount of over-
time on which the compensation is based, the amount of
the remuneration and the agreement’s period of notice
at the same time.

The number of realised overtime hours must be monito-
red, and the lump sum remuneration agreement should
be adjusted every year, for example, so that it accords
with the actual overtime situation. Since the number of

actual additional work, overtime and Sunday work hours

varies from one person to the next, the monthly remune-

ration should not be the same for all upper white-collar
employees.

YTN does not recommend agreeing on a fixed monthly re-

muneration because of the numerous shortcomings obser-

ved in such agreements and because they have often led to

an outcome that is inferior in comparison to percentage-
based overtime compensation in terms of upper white-
collar employees.

4.7.6. Maximum amounts of overtime
An employee can, with his or her consent, asked to work

overtime for a maximum of 138 hours during a four-month
period and no more than 250 hours during a calendar year.

An employer and a personnel representative or personnel
group may agree on a maximum of 80 additional overtime

hours to be performed per year, but in such a way that the
aforementioned 138 hours during a four-month period is
not exceeded. Daily and weekly overtime are considered

separately when calculating the maximum amounts of

overtime.

4.8. Sunday work

Sunday work means work performed on a Sunday or some

other religious holiday. Employers may have Sunday work
done only if the work is, due to its nature, regularly per-

formed on a Sunday or a religious holiday or if such work

has been agreed to in the employment contract or if the
employee separately consents to such work.

Sunday work is subject to 100 per cent increase on the re-
gular wage. Sunday work often also qualifies as additional
work or overtime. In this case, the work is subject to the

payment of compensation for additional work or overtime
in addition to the remuneration paid for Sunday work.

4.9. Example of the calculation of additional work,
overtime and Sunday work

Example of the calculation of additional work, overtime

and Sunday work

Regular
* working hours

Performed

: Overtime 100% : - . - R 12

Hours put in — (daily overtime + 40 h)
= Weekly overtime
54.5-(7+40)=7.5
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Hours put in — (all overtime + regular working hours)
= Additional work
54.5-(14.5+37.5)=2.5

Sunday work 4 h

The working hours used in the example is the 7.5 hours a
day and 37.5 hours a week common among upper white-
collar employees. The actual working hours are shown in
the second row. In this example, the daily overtime sub-
ject to a 100 per cent increase on the regular wage —i.e.
the overtime for more than 10 hours of work performed
— has been calculated first. The next figure shown is the
daily overtime subject to a 50 per cent increase on the
regular wage, or the overtime performed between 8-10
hours. After this, one can calculate the weekly overtime
and additional work by following the formulas included
in the example. Finally, one should check for the 100 per
cent increase on regular wage payable for Sunday work.

Work performed on a Sunday may therefore entitle the
employee to compensation for Sunday work and to com-
pensation for overtime.

4.10. Rest periods

Statutory rest periods include lunch breaks, daily rest pe-
riods and weekly free time.

The practice of coffee breaks common in many workp-
laces is not based on the law. Provisions and rules con-
cerning coffee breaks and various other rest periods can
be found either in the collective bargaining agreement or
the workplace’s internal rules and policies.

4.10.1. Lunch break

When an employee’s daily working hours amount to
more than six hours and the employee’s presence at the
workplace is not necessary for the work to continue, the
employee must be given a rest period that is at least an
hour long. In such cases, the employee may freely leave
the workplace.

The employer and employee may agree on a shorter rest
period, the minimum length of which must nonetheless
be 30 minutes.

4.10.2. Daily rest period

An employee must primarily be provided with, at least,
an 11-hour uninterrupted period of rest during every 24-
hour period that follows the beginning of each work shift.
If the functional organisation of work so requires, the
employer and a personnel representative may agree on
the temporary shortening of the daily rest period, with
the employee’s consent. In such cases, the daily rest pe-
riod must nevertheless be at least seven hours. Likewise,
the daily rest period can be shortened to seven hours in
a system of flexible working hours when the employee
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himself or herself decides the times at which he or she
arrives at and leaves work.

The provisions concerning daily rest periods may be de-
rogated from for a weighty reason for a maximum of
three consecutive daily rest periods. Even in such cases,
the daily rest period must be at least five hours long. Dai-
ly rest periods may be deviated from in work that is, for
instance, of a seasonal nature to level out an unexpected
peak period, in connection with an accident or the risk
of an accident or in work that is necessary to ensure the
continuity of operations. If a daily rest period is shorte-
ned in the aforementioned way, the employee must be
given the rest periods that make up for the daily rest pe-
riod no later than within a month of the shortening.

4.10.3. Weekly free time

An employee must be provided with a continuous period
of free time at least 35 hours in length for a Sunday or, if
that is not possible, during some other time of the week.
Weekly free time can be organised into an average of 35
hours during a 14-day period. Even in such cases, the free
time must amount to at least 24 hours a week.

Weekly free time is most often situated in connection
with a weekend. An employee may be ordered to work
during the weekly free time provided that the employee
has given advance consent to it. The lost free time is pri-
marily compensated for by giving the employee a corres-
ponding period of time as free time within the next three
months, unless otherwise agreed. With the employee’s
consent, the compensation may also be given as money.
The amount of the monetary remuneration equals that
of the simple basic salary paid for the free time spent on
the work.

If an employee works for the whole weekend in addition
to having completed a normal work week, the remunera-
tion for the Sunday includes, in addition to the basic sa-
lary, the compensation for Sunday work, a compensation
for losing the weekly rest period and a compensation for
possible weekly or daily overtime.

4.11. Emergency work

Regular working hours can be extended if working is in-
terrupted due to a natural event, accident or other un-
foreseeable reason or if such an event poses a serious
threat to the continuity of operations or people’s life or
health. Ordering employees to emergency work does not
require the employees’ consent. An employee may also
be called in to do emergency work during their free time.

Emergency work is subject to a remuneration in line with
overtime compensation and, if the emergency work is
performed during a religious holiday or a Sunday, also
to a Sunday compensation. However, emergency work is

not included in the maximum amounts of overtime, mea-
ning that having employees perform emergency work
does not restrict an employer’s right to have employees
perform overtime after emergency work.

Employers can have emergency work done for a maxi-
mum period of two weeks per each occasion of emergen-
cy work. In practice, emergency work situations usually
last only for a few days, and employers may never have
emergency work done for any time longer than is neces-
sary. Employers must inform occupational health and sa-
fety authorities of emergency work in writing.

4.12. Flexible working hours

Flexible working hours refer to a working hours arran-
gement in which employees may, within defined limits,
determine the daily time at which they begin and stop
work. In other words, an employer may not order an
employee to use flexible working hours.

The implementation of flexible working hours requires
an agreement between the employer and employee. In
such cases, the parties must agree on the workplace’s
fixed working hours, i.e. on the hours when all emplo-
yees must be present. Another point to be agreed on is
the daily limit of flexibility, or how much the employee
is allowed to shorten or extend his or her workday. The
maximum length of a daily flexibility limit is three hours
from the beginning and end of a workday.

The parties must also agree on the timing of rest periods
and the maximum accumulation of exceeding or falling
short of regular working hours. According to the Working
Hours Act, the maximum amount by which regular wor-
king hours may be exceeded or fallen short of is 40 hours
(i.e. the flexibility balance may be at most +40 or -40
hours). The flexibility limit may, however, also be agreed
on with a national collective bargaining agreement. The
collective agreement for the upper white-collar emplo-
yees of the Federation of Finnish Technology Industries,
for example, allows for agreeing on a 120-hour flexibility
balance with a local agreement.

The employer and employee may agree that the accumu-
lation of excess working hours is reduced by free time
granted to the employee.

In a flexible working hours system, overtime must be
compensated for in accordance with the Working Hours
Act. Work performed at the employer’s order in addition
to regular working hours is considered additional work
or overtime.

According to the prevailing view adopted in legal praxis,
work performed at the employer’s initiative becomes
daily overtime only with regard to time exceeding eight
hours, even if the employee had originally decided to do

a six-hour workday on the day in question. In such situa-
tions, however, the employer needs the employee’s con-
sent for the seventh and eighth hour of work. In spite of
this, the work is not considered overtime, but rather the
use of flexible working hours.

4.13. Reducing working hours
(the system referred to as ‘pekkas’ days)

The system generally referred to in Finnish as pekkasva-
paat (or ‘pekkas’ days) was created by labour market or-
ganisations to shorten working hours in some industries
following a 40-hour work week. Its purpose is to balance
the weekly working hours to correspond to the 37.5-hour
working hours common in office work. More detailed
provisions can be found in the collective agreements of
each industry.

4.14. Working hours bank system

A working hours bank is an optional arrangement in
which working hours, earned holidays or monetary bene-
fits changed into free time can be saved or borrowed by
agreement. The objective is to promote the productivity
and competitiveness of companies and work communi-
ties and to account for the individual working hour needs
of the personnel.

The introduction and conditions of a working hours bank
is subject to a company- or workplace-specific working
hours bank agreement. A particular personnel group’s
shop steward or representative may sign the agreement
on behalf of the employees.

A working hours bank agreement defines who belong
within the agreement’s scope, which hours can be trans-
ferred to the bank, when the free times can be spent and
how they are to be reported, the maximum amounts of
hours to be saved and taken as free time, any possible
accumulation and reference periods, an employee’s in-
clusion into and separation from the working hours bank
system and on the procedure of discontinuing the wor-
king hours bank system.

4.15. Period of claims and penalties relating to the
Working Hours Act

The right to compensation pursuant to the Working
Hours Act expires if the claim is not lodged within two
years of the end of the calendar year during which the
right to the receivable was created. If the employment
relationship has ended, the claim must be filed within
two years of the employment relationship’s termination.
The statutory obligations are sanctioned with a fine.
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5. ANNUAL HOLIDAY

The Annual Holidays Act applies to work performed in an employment relationship or civil service relationship. An
agreement that reduces benefits conferred on an employee by the Annual Holidays Act is invalid. In other words, an
employee cannot waive his or her annual holiday benefits even by his or her own consent.

The payment of a holiday bonus or end-of-holiday pay is not statutory. Rather, their payment is based on the conditions
of employment and civil service relationships, workplace-specific agreements or an employee’s own employment cont-
ract. It is advisable to check the matter from the applicable collective agreement or from the employer when entering

into the employment relationship.

Annual Holidays Act (162/2005)

5.1. Basic concepts

The Annual Holidays Act is based on the idea of the ear-
nings principle. In other words, the starting point is that
an employee earns a particular holiday benefit for each
calendar month.

The holiday year is the calendar year during which the
holiday in question is taken.

A holiday credit year begins on 1 April and ends on 31
March. The holiday credit year is the period of time du-
ring which the holidays of a particular holiday year are
earned.

A full holiday credit month is a calendar month of the ho-
liday credit year during which the employee accumulates
a minimum of 14 days at work or the equivalent of days
at work. The definition of days at work encompasses all
workdays, regardless of their length. If an employee, in
accordance with his or her employment contract, spends
so few days at work that they do not accumulate a single
holiday credit month including 14 days to him or her or
that only a part of the calendar months involved include
14 days, a calendar month during which the employee
has accumulated a minimum of 35 working hours or the
equivalent of 35 working hours is considered a full holi-
day credit month.

The periods equivalent to time at work have been speci-
fied in the Annual Holidays Act. Such periods are conside-
red time at work when counting the number of full holi-
day credit months. Absences due the following reasons
are included in the list of periods equivalent to time at
work:

an employee’s own annual holiday

a maximum of 156 from the duration of a special ma-
ternity, maternity, paternity or parental leave

a sickness or accident, nevertheless not exceeding 75
workdays during the holiday credit year

some medical examinations

lay-off, nevertheless not exceeding 30 workdays at a
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time

shortened work weeks equivalent to lay-offs, nevert-
heless not exceeding six months at a time

a study leave, nevertheless not exceeding 30 work-
days during the holiday credit year

reservist training

public duty

some other reasons, provided that the employer
is obligated, according to law, to pay a salary to the
employee for the day in question despite the absence.

For an employee falling within the scope of the 35-hour
earnings rule, the 156-day period equals 182 calendar
days, the 75-day period equals 105 calendar days and a
30-day period 42 calendar days.

The holiday season begins on 2 May and ends on 30 Sep-
tember. A summer holiday is primarily taken during the
holiday season.

Holiday pay is salary paid for the holiday period.

Holiday compensation usually refers to a compensation
paid in lieu of holiday pay for the earned annual holidays
that cannot be taken as an actual holiday. In addition, ho-
liday compensation refers to the compensation paid in
lieu of an annual holiday to employees who are at work
for such a short period of time (less than 14 days a month
or less than 35 hours a month) that they do not earn an-
nual holidays at all.

A holiday bonus is a special bonus based on collective ag-
reements and paid in addition to holiday pay and, in some
cases, in addition to a holiday compensation.

An end-of-holiday pay is a bonus similar to a holiday bonus
and also based on collective agreements. The payment
of an end-of-holiday pay primarily requires, contrary to
the payment of a holiday bonus, the employee’s return
to work.

A holiday bonus and end-of-holiday pay both can also
be based on a workplace-specific agreement or an

employee’s own employment contract.

5.2. Length of holiday

The length of annual holiday is determined according to
full holiday credit months. In principle, employees earn
two weekdays of holiday per each full holiday credit
month. This means that employees accumulate 24 holi-
day days during a holiday credit year. If an employment
relationship has continued without interruption for at
least a year by 31 March, the employee has earned 2.5
weekdays for each full holiday credit month. In this case,
employees accumulate 30 days of annual holidays during
a holiday credit year. In such cases, the portion that ex-
ceeds 24 holidays is winter holiday. When calculating the
length of a holiday, a part of a day is rounded up to a full
holiday.

This principle of interpretation concerning the length of
an annual holiday is also applied in a situation where an
employment relationship is coming to an end. In other
words, if the employee’s employment relationship has
continued for at least a year when it ends, the employee
earns 2.5 weekdays worth of holidays for the new holiday
credit year.

The earned annual holidays are not workdays but week-
days. Saturday is primarily a weekday. This is why any one
week of holiday usually spends six earned annual holi-
days. This rule of holiday calculation applies to all emplo-
yees, regardless of the days of the week during which any
particular employee actually works.

In the context of the Annual Holidays Act, a weekday re-
fers to any other day of the week except Sunday, religious
holidays, Independence Day, Christmas Eve, Midsummer
Eve, Easter Saturday and May Day. If such a day consi-
dered as something other than a weekday is included in
an annual holiday, the employee need not use an earned
day of the annual holiday for it. The Annual Holidays Act
does not contain regulations on a holiday including any
minimum number of Saturdays.

Those employees who do not belong within the scope
of the 14-day or 35-hour earnings rule do not earn an-
nual holidays. However, if they so wish, they do have the
right to get two days off per each calendar month during
which they have been in the employment relationship in
question. For such days off, they are paid a holiday com-
pensation.

5.2.1. The time priority principle

When there is more than one simultaneous justification
for an employee’s absence, the justification considered
the reason for the absence when calculating the earning
of annual holidays is the one that occurs first. This is cal-
led the time priority principle. If, for example, a sickness
and lay-off occur at the same time, the reason for the ab-

sence is determined according to which of these occur-
red first. The Labour Council has also adopted the view
that when an accident occurs during a strike, the period
of disability is not considered time equivalent to days at
work. However, if an employee is on an annual holiday
when a strike begins, the days of annual holiday coinci-
ding with the strike period must be considered time equi-
valent to days at work.

5.3. Accumulation of annual holiday during a
lay-off

Annual holidays are also accumulated, to a limited ex-
tent, during lay-offs. A maximum of 30 workdays at a
time are accounted for as time equivalent to days at work
with regard to lay-off days. In the case of several lay-off
periods, this means that a maximum of 30 days worth of
time equivalent to days at work are accumulated for each
period of lay-off.

If the lay-offs have been implemented by a shortening of
the work week or some other temporary working hours
arrangement, a maximum of six months at a time are
considered as time equivalent to days at work. If a wor-
king hours arrangement such as this continues without
interruption after the end of a holiday credit year, the
count concerning the new six-month period starts from
the change of the holiday credit year.

5.4. Granting holidays

An employee’s holiday is granted during the holiday sea-
son at a time determined by the employer. If the emp-
loyee has earned more than 24 days during the holiday
credit year, the portion exceeding 24 hours are granted
as a winter holiday at a time between 1 October and 30
April determined by the employer.

A summer holiday may be granted outside the holiday
season only at the employee’s consent. In such cases,
the holiday must nonetheless be given during the same
calendar year or the following year, before the start of
the next holiday season. The winter holiday may also, at
the employee’s consent and as an exception to the afo-
rementioned, be given at some other point during the
calendar year during which the holiday credit year in
question ends.

However, the employer and employee may furthermore
agree that a part of a holiday that exceeds 12 weekdays is
taken within a year of the holiday season’s end. In other
words, the portion of the holiday that is in excess of 12
weekdays can be postponed so that it is taken during the
following summer.

An employer may determine the time of annual holi-

day within the framework of the holiday season unila-
terally. It must, however, first give the employee or the
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employee’s representative a chance to be heard about
the time of the holiday. The employer is nevertheless not
bound by an employee’s wishes or preferences. In additi-
on, the employer is obligated to give employees or their
representative an explanation/clarification of the general
principles applicable to the granting of annual holidays in
the workplace.

Summer and winter holidays alike should primarily be gi-
ven within a single contiguous period. At the employee’s
consent, or when the continuity of work so requires, the
employer has the right to give separately, with one or
more period, the part of a summer holiday that exceeds
12 weekdays. A winter holiday may be split up only with
the employee’s consent.

An employer may not, without the employee’s consent,
determine a part of a holiday that equals the length of
three or less days in such a way that a holiday would coin-
cide with the employee’s day off. Nor may the employer,
without the employee’s consent, determine a holiday to
begin on the employee’s day off, if this leads to a reducti-
on in the number of the employee’s workdays.

When the dates of a holiday are determined by the emp-
loyer, it must inform the employee of them no later than
a month prior to the holiday’s beginning. If this is not
possible, the holiday’s dates may be communicated at a
later date. However, the information must be delivered
no later than two weeks prior to the holiday’s beginning.
Once the information has been given, it is binding on the
employer. Because of this, the employer is obligated to
compensate for any damage or loss caused should it uni-
laterally subsequently change the information. Damage
or loss can be caused merely by the employee having
to cancel plane tickets already reserved. In practice, the
employer’s obligation to inform the employee is fulfilled
when it puts the holiday lists it has approved on display.
From this moment onward, the time of a holiday is con-
sidered binding.

An employer and employee may, at the employee’s ini-
tiative, agree on the employee taking the portion of an
annual holiday that is in excess of 24 days as shortened
working hours. The agreement must be made in writing.
In such cases, the parties must agree on the amount and
timing of the shortened working hours and the amount
of annual holidays to be spent in such a way.

5.5. Impact of sickness on annual holiday

The following rule has been in force as of the beginning
of April 2016:

If an employee is, at the beginning of an annual holiday
or a part thereof or during the annual holiday, incapaci-
tated due to childbirth or an accident, the holiday must
at the request of the employee be postponed to a later
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date for the part exceeding six days of leave. However,
the employer is not allowed to take off six days of partial
benefit from the postponed holiday if the employee has
not accumulated more than four weeks of annual holiday
from the holiday credit year.

An employee also has the right, at his or her request, to
postpone a holiday or a part thereof if it is known that
the employee will, during the holiday, have to undergo
hospital or comparable treatment during which he or she
will be incapacitated. The employee must present, at the
employer’s request, a reliable account of his or her inca-
pacity. This postponement right only applies to statutory
annual holidays.

5.6. Holiday pay

An employee’s holiday pay is primarily equal in amount
to the pay he or she would earn at work. In other words,
the amount of holiday pay is determined according to the
salary the employee receives at the beginning of the ho-
liday. The holiday pay must always be paid before the ho-
liday begins, and the employer must provide an account
of the amount of the pay and the basis for its calculation.
If the holiday is given in parts, the employer must pay
the share of the holiday pay corresponding to each part
before the part in question begins.

However, for a holiday period at most six days long, the
holiday pay may be paid on the pay day normally comp-
lied with in the employment relationship in question.

5.6.1. Employees with weekly or monthly salaries
Employees who are paid weekly or monthly salaries are
entitled to their agreed pay also during the time of their
annual holiday. In the event that an employee who is
paid a weekly or monthly salary takes his or her holiday
in parts, the holiday pay for each holiday period is calcu-
lated in proportion to the holiday and work periods so
that it equals the salary paid to the employee otherwise
for a corresponding period of time. In other words, the
employee’s earnings may not decline due to the annual
holiday.

If an employee’s working hours and, accordingly, salary
have changed during the holiday credit year (due to a
partial parental leave or part-time retirement or a return
to full-time work), the holiday pay is calculated according
to a percentage-based formula.

In such cases, the holiday pay is 9 per cent of the ear-
nings of the holiday credit year in employment relation-
ships that have continued for less than a year, and 11.5
per cent after that. If the changes take place only after
the end of the holiday credit year or the beginning of a
part thereof, the holiday pay is calculated according to

the weekly or monthly salary determined on the basis of
the working hours during the holiday credit year.

5.6.2. Employees with salaries other than weekly or
monthly salaries

The annual holiday pay of hourly-paid employees who
work for a minimum of 14 days a calendar month is ar-
rived at by multiplying the average daily salary with the
multiplier determined on the basis of the number of sta-
tutory holidays (see the table below). This method of cal-
culation also applies to those paid on the basis of a com-
mission. In these cases, the average daily salary is arrived
at by dividing the commissions paid or to be payable du-
ring the holiday credit year by the number of workdays
completed during the holiday credit year.

If an employee receives commission on top of a fixed
monthly salary, the holiday pay must be calculated se-
parately for both parts. In such cases, the holiday pay
concerning the monthly salary is calculated in the same
fashion as for other employees paid a monthly salary and
the holiday pay concerning the commission is calculated
in the same fashion as for hourly-paid employees.

If, on the other hand, the commission has been defined
in such a way that results entitling the employee to the
commission are also generated during the employee’s
annual holiday, the holiday pay is calculated solely on the
basis of the fixed monthly salary.

Number of éNumber of
* holidays

: Multiplier gMuItipIier

holidays

If the number of holidays is greater than 30, the multip-
lier is increased by 0.9 per holiday. Part-time employees
who, according to their employment contract, work on

so few days that their full holiday credit months must be
calculated according to the 35-hour rule instead of the
14-day rule and whose salary has not been agreed upon
with regard to a week or a period longer than that are
subject to a separate rule for calculating holiday pay.
These employees receive as holiday pay 9 per cent of the
salary they have earned during the holiday credit year or,
if the employment relationship has continued without in-
terruption for more than a year by the end of the holiday
credit year, 11.5 per cent of the salary they have earned
during the holiday credit year. In such cases, however,
the salary will not include any increase paid on the regu-
lar wage due to emergency work or overtime.

5.6.3. The salary employed in the calculation of
holiday pay

Holiday pay is calculated primarily from the salary in mo-
ney. Thus fringe benefits are not usually accounted for
when calculating holiday pay. This is because any frin-
ge benefits included in the salary must be given in full
during an annual holiday. This is why a company car, for
example, or a company flat remains in the employee’s
use during an annual holiday. If an employee does not
use a fringe benefit during his or her holiday, it is not
compensated for in money. A meal benefit is the sole
fringe benefit that must be compensated for also during
a holiday, if it is not used. A meal benefit is considered a
fringe benefit when it is not subject to the payment of
the taxable value determined by the Tax Administrati-
on. In such cases, the benefit can be given in the form
of a meal voucher for the period of the holiday, in which
case a withholding tax is paid on the nominal value. Al-
ternatively, it can be compensated for in money equal
to the taxable value determined by the Tax Administrati-
on. When an employee pays the taxable value for a meal
voucher, they do not need to be given for the period of
the holiday. If they nevertheless are given, the difference
between the voucher’s nominal value and taxable value
is considered the employee’s taxable income.

5.7. Holiday compensation

Holiday compensation usually refers to a compensation
paid in lieu of holiday pay for the earned annual holidays
that cannot be taken as an actual holiday. In addition
to this, holiday compensation means the compensation
paid in lieu of an annual holiday to employees who work
for such a short period of time that they do not earn any
annual holiday at all.

5.7.1. Holiday compensation when the employment
relationship continues

An employee who does not belong within the scope of
the 14-day or the 35-hour earnings rule is entitled to re-
ceive 9 per cent of the salary paid or to be payable to
him or her for work completed during the holiday credit
year as holiday compensation. This percentage is 11.5 if
the employment relationship has continued for at least
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a year by the end of the holiday credit year preceding
the holiday season. In such cases, however, the salary
does not include any increases paid for emergency work
or overtime. If the employee has been prevented from
working due to a maternity, special maternity, paterni-
ty or parental leave, the salary lost during this period of
absence is added to the salary functioning as the basis
for the holiday compensation. In principle, paying for a
holiday in money is allowed in the aforementioned cases.

5.7.2. Holiday compensation when the employment
relationship ends

When an employment relationship ends, the employee
is entitled to receive, instead of annual holiday, a holi-
day compensation for the time for which he or she has
not yet received a holiday or holiday compensation. In
such cases, the amount of the holiday compensation is
calculated according to the basis of the calculation app-
lied to a holiday pay, as applicable. In the event that the
employee’s employment relationship has continued for
such a short period of time that he or she has not yet
received a single holiday or holiday compensation, the
employee’s days at work for the calendar months during
which the employment relationship began and ended
can be combined. If the sum arrived at in this manner
is at least 14 days or 35 hours, this time is considered
a single full holiday credit month when determining the
holiday compensation.

Should the employer and employee agree on a new emp-
loyment relationship to begin at a later date before the
employment relationship in question ends, they can also
agree to transfer the annual holiday benefits accumula-
ted prior to the end of the employment relationship to
the following employment relationship. Such an agree-
ment must be made in writing.

5.8. Holiday bonus and end-of-holiday pay

The law does not contain provisions on holiday bonuses
or end-of-holiday pay. Provisions concerning these be-
nefits are usually found in collective bargaining agree-
ments. However, there are numerous collective bargai-
ning agreements whose contents may vary considerably.
Because of this, provisions concerning holiday bonuses
and end-of-holiday pay can be discussed here only in ge-
neral.

The amount of a holiday bonus or end-of-holiday pay
is usually 50 per cent of the holiday pay paid in money.
End-of-holiday pay is not usually paid if the employee
fails to return to work after an annual holiday. A holiday
bonus is not subject to such a requirement of returning
to work. Instead, it is usually paid whenever an annual
holiday is taken during the relevant employment rela-
tionship. In certain rare cases, a holiday bonus and end-
of-holiday pay are also paid in connection with a holiday
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compensation. It is always advisable to check the details
concerning holiday bonuses and end-of-holiday pay from
the collective agreement applicable to the employment
relationship in question.

Not all upper white-collar employees fall within the sco-
pe of collective bargaining agreements. Such individuals
should always agree on a holiday bonus or an end-of-
holiday pay in their employment contract. YTN recom-
mends the payment of a holiday bonus or an end-of-ho-
liday pay also in connection with a holiday compensation
when the employment relationship ends.

5.9. Working during a holiday

An employer may not keep an employee at work during
an annual holiday. In other words, no part of an actual
annual holiday may be given in money.

5.10. Annual holiday and the termination of an
employment relationship

An employee’s annual holiday is not an impediment to
the termination of the employment relationship. Howe-
ver, there is a special provision that applies to the deli-
very of a notice of termination during an annual holiday.
More specifically, this applies to a situation where the
employer terminates an employee’s employment rela-
tionship during his or her annual holiday with a notice
sent by mail. Such a notice of termination is considered
as having been delivered at earliest during the day follo-
wing the last day of the holiday. This provision only app-
lies to notices sent by mail, not notices of termination
delivered personally, for example.

The employer may order the employee to take an annual
holiday during the period of notice, provided that the
employer complies with the provisions of the Annual Ho-
lidays Act pertaining to the determination of a holiday. In
such cases, the employer may order that the annual holi-
day be taken only during the holiday season to which the
annual holiday belongs. In addition, the employer must
announce the time of the annual holiday in compliance
with the time frame for such an announcement specified
in the Annual Holidays Act. If the employer has already
determined the time for the annual holiday in question
at an earlier date, the annual holiday’s time may not be
changed without the employee’s consent.

5.11. Saving an annual holiday

An employee has the opportunity to save a part of his or
her annual holiday and take it at a later date. The emp-
loyer and employee may agree on the portion of annual
holiday in excess of 18 days to be transferred to a car-
ried-over holiday. If there is no agreement on saving a
holiday, the employee nevertheless has the right to save

the part in excess of 24 days of his or her holiday, provi-
ded that it does not cause serious adverse effects on the
production and service operations of the workplace. In
practical terms, this usually means that a maximum of
six days of what is generally referred to as a full annual
holiday (30 days) can be saved per year at the employee’s
decision and, if there is an agreement with the emplo-
yer, a maximum of 12 days. However, if the employee
has better annual holiday benefits than what the Annual
Holidays Act requires, the number of saved days can be
higher. The combined amount of saved annual holidays
is not limited, due to which an employee can save ho-
lidays every year he or she wishes to do so. In addition
to annual holidays, the employer and employee may also
agree on incorporating any free time given as compensa-
tion for additional work or overtime to carried-over holi-
days. Employees are free to use carried-over holidays for
whatever purpose they choose.

The employer and employee must negotiate on the sa-
ving of an annual holiday and the number of holidays sa-
ved no later than when discussing the time of a holiday.
The employer may not prohibit the saving of a holiday
with regard to the six days subject to an employee’s deci-
sion, unless there is a weighty reason against saving the
holiday. Such a weighty reason may be the case only if the
saving causes serious adverse effects to the workplace’s
production and service operations. The factors ac-
counted for when assessing the amount of these adverse
effects include the nature of the employee’s tasks and
the requirements it imposes on the organisation of work
as well as the nature of the employer’s activities and the
way in which they have been organised. The employer
and employee should try to come to an agreement on
the time when the carried-over holiday is taken.

If the parties fail to reach an agreement, the carried-over
holiday must given to the employee at a time determined
by the employee, but nonetheless at earliest during the
following holiday season. In such cases, the employee
must inform the employer of his or her intention to take
the carried-over holiday no later than four months prior
to the holiday’s commencement. The employee is paid
normal holiday pay during the carried-over holiday. This
pay is determined according to the salary the employee
is receiving when the carried-over holiday is taken.

5.12. Expiration of annual holiday receivables

An employee’s right to annual holiday pay or holiday
compensation expires within two years of the end of the
calendar year during which the annual holiday should
have been given or the holiday compensation paid. The
employee’s right to a holiday bonus or end-of-holiday
pay expires in the same period of time as the annual ho-
liday pay on the basis of which the holiday bonus or end-
of-holiday pay is paid.
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6. FAMILY LEAVES

An employee has a right to family leave. Maternity, special maternity, paternity and parental leave are tied to materni-
ty, special maternity, paternity and parental leave benefit periods. Child-care leave may be obtained for the purposes of
child care until the child turns three. Family leave also includes partial and temporary child-care leave.

An employer does not have a statutory obligation to pay salary for periods of family leave. Many collective agreements,
however, include agreements on the payment of a full salary for the first three months of maternity leave and for the

first three days of temporary child-care leave.

Employment Contracts Act (55/2001, Chapter 4)

Health Insurance Act (1224/2004, sections 21-23 and section 23g)

6.1. Right to maternity, special maternity,
paternity and parental leave

A maternity benefit is paid for 105 weekdays, or some
four months. The maternity benefit period begins, accor-
ding to choice, at earliest 50 and at latest 30 weekdays
before the expected time of birth.

Special maternity benefit is paid to a woman engaged in
particularly risk-prone work, provided that the employer
is unable to find a risk-free position for her for the period
of pregnancy.

A parental benefit is paid for at most a total of 158 week-
days immediately after the payment of the maternity be-
nefit has ended.

Provisions concerning paternity leave were reformed on
1 January 2013. A father is entitled to a paternity benefit
paid for a maximum of 54 weekdays. A father may take
a maximum of 18 weekdays off at the same time during
which the mother receives a maternity or parental bene-
fit. A father’s leave is no longer affected by whether the
father uses 12 weekdays of the parental leave. Nor do
paternity benefits reduce the parental benefit days. An
adoptive parent and a party to a registered relationship
who has adopted the child of the other party has an equi-
valent right to paternity leave.

The change applies to families whose right to the first be-
nefit to be paid for the same child has arisen subsequent
to 1 January 2013.

6.2. Notifications concerning leave

The use of the leave requires the employee to inform the
employer of it within the prescribed period of time. The
employer must be informed of maternity and paternity
leave at least two months prior to the beginning of the
leave. However, with regard to family leave that lasts for
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a maximum period of 12 days, a one-month period of
notification is sufficient. A one-month period of notifica-
tion is also possible when informing the employer about
parental leave in situations where informing the emplo-
yer of the leave two months in advance is not possible
due to a spouse going to work and the resultant need to
arrange for a child’s care. In such cases, however, relying
on a month’s period of notification always requires that
the employer’s production and service operations are
not met with serious adverse effects as a result.

An employee has the right to take maternity leave ear-
lier than intended and change the time of paternity leave
to be taken in connection with childbirth, provided this
is necessary due to the child’s birth or the health of the
child, mother or father. The employer must be informed
of such changes as soon as possible. In other cases, the
employee may change the time of the leave of which
he or she has informed the employer according to the
one-month period of notification, but only for a justified
reason. Such reasons include unforeseeable and material
changes in the requirements for the child’s care which
the employee cannot have taken into account when in-
forming the employer of the leave. Examples include a
serious injury, long-term illness or death of the child or
the other parent, the parents’ divorce or some other
change that has taken place in the requirements for the
child’s care.

Parental leave may be taken in at most two parts which
should be at least 12 weekdays long. The employer must
be notified of the employee’s intention to take leave and
of the leave’s duration no later than two months befo-
re the start of the leave. The time of the leave may be
changed for a justified reason with a notification given at
least a month in advance. Leave taken for the purpose of
caring for an adoptive child must be notified to the emp-
loyer, if possible, two months prior to the start of the lea-
ve. An adoptive parent may, for a justified reason, change
the time of the leave prior to its beginning, as long as he
or she informs the employer of this as soon as possible.

6.3. Working during a maternity and parental
benefit period

An employee may, at the employer’s consent, perform
work during the maternity benefit period that does not
put the safety of the employee, the foetus or the born
child at risk. This kind of work may not be performed wit-
hin two weeks of the expected time of childbirth or for
two weeks subsequent to the childbirth. The employer
and employee may interrupt the work at any time what-
soever during the maternity benefit period.

The employer and employee may agree on part-time
work to be performed during the parental benefit peri-
od. In such cases, the employee is entitled to a partial
parental benefit in accordance with the Health Insurance
Act.

The interruption of the part-time work and any amend-
ments to its terms and conditions are to be agreed upon.
If the parties fail to reach an agreement, the employee
may, for a justified reason, interrupt the part-time work
and return to the parental leave full time or revert to
complying with the earlier working hours.

6.4. Caregiver leaves

6.4.1. Child-care leave

An employee has a right to take child-care leave for the
purpose of caring for his or her child or some other child
living permanently in his or her household until the child
turns three. An adoptive parent has a right to take child-
care leave until such time as two years have passed sin-
ce the adoption. However, an adoptive parent’s right to
child-care leave has been restricted in such a way that
the adoptive parent can no longer take child-care leave
when the child has started school.

A maximum of two periods at least a month long can be
taken as child-care leave. The employer and employee
may agree on periods more than two or shorter than a
month. Child-care leave is given to only one parent or
guardian at a time. However, one parent or guardian
may take one period of child-care leave during the other
parent’s maternity or parental leave.

The employee must inform the employer of the child-
care leave and its length at least two months prior to
its beginning. The employee may, for a justified reason,
change the time and duration of the child-care leave, as
long as the employer is informed of the matter at least
a month before the change. The definition of ‘justified
reason’ is discussed above in the section concerning ma-
ternity, special maternity, paternity and parental leave.
Justified reasons for the interruption of child-care leave
also include the taking of new maternity leave.

6.4.2. Partial child-care leave

An employee who has worked for the same employer for
a total of at least six of the past 12 months is entitled to
partial child-care leave. Partial child-care leave may be
taken until the end of the second school year of a child
in basic education. If the child belongs within the scope
of extended compulsory school attendance, partial child-
care leave may be taken until the end of the third school
year. The parent of a disabled child or a child suffering
from a long-term illness who needs special care and sup-
port may take partial child-care leave until the child turns
18.

Both parents or guardians may take partial child-care
leave during the same calendar period, but not simulta-
neously. It is, for example, possible for one parent to take
care of the child during the morning and the other for the
afternoon.

The proposal concerning partial child-care leave must be
submitted at least two months before the commence-
ment of the leave. The employer and employee agree on
the leave and the arrangements thereof. The employer
may refuse to agree on the leave only if it has serious ad-
verse effects on production and service operations that
cannot be avoided by means of reasonable work organi-
sation. The employer must provide the employee with an
explanation of the grounds for its refusal.

If an employee is entitled to partial child-care leave, but
the parties fail to reach an agreement on the details of
the arrangement, the employee must be provided with
one period of leave during a calendar year. In such cases,
the length and time of the leave are determined accor-
ding to what is proposed by the employee and in such a
way that daily working hours are shortened to six hours.

The interruption of partial child-care leave must be ag-
reed upon. If an agreement is not reached, the employee
may interrupt the leave for a justified reason by notifying
the employer thereof at least a month in advance. The
definition of ‘justified reason’ is discussed above in sec-
tion 6.2.

6.4.3. Temporary child-care leave

When an employee’s child or some other child living in
the employee’s household permanently who is less than
10 years old is suddenly taken ill, the employee is entitled
to a temporary child-care leave to arrange for the child’s
care or to take care of the child. The maximum length
of such leave is four workdays at a time. The same right
belongs to a child’s parent who does not live in the same
household as the child. Both parents or guardians may
not take a temporary child-care leave at the same time.

The employee must inform the employer of a tempora-

ry child-care leave and its estimated duration as soon as
possible. Should the employer so require, the employee
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must present a reliable account of the basis for the lea-
ve.

6.5. Absence due to compelling family reasons

An employee is entitled to a temporary absence from
work if his or her presence at home or somewhere else is
necessary due to an unforeseeable and compelling rea-
son attributable to an iliness or accident that has met his
or her family.

The employer must be notified of the absence and the
reason for it as soon as possible. Should the employer so
request, the employee must present a reliable account of
the grounds for the absence.

6.6. Absence for taking care of a family member
or someone close to the employee

If an employee’s absence is necessary because a family
member or someone else close to the employee needs
special care, the employer must try to organise work in
such a way as to give the employee a chance to be absent
from work for a determined period of time. The emplo-
yer and employee agree on the duration and other arran-
gements of such leave.

The interruption of the leave must be agreed to between
the employer and employee. If an interruption cannot be
agreed on, the employee may interrupt the leave for a
justified reason by informing the employer of this no la-
ter than a month prior to the return to work. The emplo-
yee must present an account of the grounds for the leave
and its interruption, should the employer so require. The
definition of ‘justified reason’ is discussed above in sec-
tion 6.2.

6.7. Obligation to pay salary for periods of family
leave

According to the Employment Contracts Act, an emplo-
yer is not obligated to pay salary for the period of family
leave.

However, the employer must compensate a pregnant
employee for a loss of earnings attributable to prenatal
medical examinations if the examinations cannot be per-
formed outside working hours.

The obligation to pay salary during maternity leave and
temporary child-care leave have generally been agreed
to with a collective agreement or as part of the emplo-
yment contract.

According to collective agreements, it is the convention

to pay full salary for the first three months of maternity
leave. Temporary child-care leave is, according to collec-
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tive agreements, paid [leave] in terms of the first three
days. However, an industry-specific collective bargaining
agreement may allow for longer paid leave.

It is also common to agree on the aforementioned salary
practices as part of one’s employment contract.

6.8. Right to return to work after the end of
family leave

Once the family leave comes to an end, an employee has
a right to return primarily to the job he or she held befo-
re. If this is not possible, the employee must be offered
work in accordance with the employment contract and
corresponding to the earlier work. If this is not possible
either, the employee must be offered other work in ac-
cordance with the employment contract.

7. STUDY LEAVE

Study leave refers to a period of time during which an employee is freed from the performance of tasks included in the
employment relationship for the purposes of training or studies. A programme subject to public supervision prima-
rily entitles an employee to study leave. The granting of study leave does not require the training to be related to the

employee’s occupation or tasks.

Study Leave Act (273/1979)

7.1. Individuals with a right to apply for study
leave

Every employee has a right to study leave once their pri-
mary employment relationship with the same employer
has lasted at least a year in a single or more than one
period. In such cases, the maximum amount of study lea-
ve that can be granted during a five-year period is two
years, in one or more period.

An employee has the right to study leave no longer than
five days if the employment relationship with the same
employer has lasted for a minimum of three months in
one or more periods. Study leave can only be granted
from a job which constitutes the employee’s primary
source of income.

7.2. Applying for and granting study leave

Study leave that lasts for longer than five days must
be applied for in writing from the employer at least 45
days before the studies are to commence. If an emplo-
yee applies for study leave for a maximum period of five
workdays, the application must be made to the employer
orally or in writing at least 15 days prior to the commen-
cement of the intended study leave. The employer and
employee may also agree on some other kind of arran-
gement.

A study leave application must indicate

the start and end date of the studies and the applied-
for study leave

the form and objective of the applied-for training or
studying

whether the case involves the completion of a trai-
ning or study module started during a previous study
leave

the educational institute or other organiser of trai-
ning or education in the books of which the emplo-

yee is enrolled or which organises and supervises the
degree

when the study leave is applied for in order to comp-
lete a degree, the application must include a certifica-
te of signing up for the degree, and

in the case of primarily independent studies, a cur-
riculum approved jointly by the supervising teacher/
instructor and the student that indicates the name of
the intended degree or the final project/thesis and
the studying time it requires.

If granting the study leave at the time mentioned in the
application were to cause manifest inconvenience to the
employer’s operations, the employer is entitled to post-
pone the starting date of the study leave for a maximum
period of six months at a time. If the case in question
involves training that recurs less frequently than at in-
tervals of six months, the employer may postpone the
study leave at most until such time when the next corres-
ponding training session is arranged. On this basis, the
employer may postpone the study leave for a maximum
of two times in a row if the employer employs more than
five people. The employer does not have the right to re-
fuse study leave.

The employer must inform the applicant of the granting
or postponement of the study leave. The relevant notifi-
cation must be given

in writing no less than 15 days prior to the commen-
cement of the training or studying, if the study leave
lasts for more than five workdays

no less than seven days prior to the commencement
of the training or studying, if the study leave lasts for
a maximum of five days.

The employee must present a certificate of a study
leave’s approved use at the employer’s request.

Compliance with the Study Leave Act is supervised by
occupational health and safety, educational and emplo-
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yment authorities.

7.3. Employment relationship’s continuance
during study leave

An employment relationship continues during study
leave. An employee’s employment relationship cannot
be terminated due to study leave. However, the emplo-
yment relationship of an employee on study leave may
also be terminated according to statutory grounds for
termination. Given that working has been interrupted,
the employee is not entitled to a salary, unless otherwise
agreed with the employer. Study leave days are consi-
dered equal to days at work when calculating an annual
holiday, but their accumulation may not exceed 30 days
during any particular holiday credit year.

7.4. Employee’s right to postpone or interrupt
study leave

An employee may postpone the use of a five-day study
leave for at most a year, provided that this does not cau-
se manifest inconvenience to the employer. The applica-
tion not to exercise or to postpone a granted study leave
must always be made in writing and given to the emp-
loyer no later than two weeks prior to the start of the
intended study leave.

An employee has the right to interrupt study leave
granted for more than 50 workdays. The employer must
be informed of the interruption in writing no later than
four weeks before the employee returns to work. In the
event that the employer has entered into a fixed-term
employment contract with the person substituting for
the employee who is on study leave for the duration of
the study leave, the employer is not obligated to take
the employee on study leave to work during the time
for which the substitute’s employment contract must
remain in force according to the law or the applicable
collective agreement. The employer must, without delay
and in writing, inform the employee of its decision rela-
ted to the employee’s request for interruption.

If the employee, during the study leave, suffers from in-
capacity for work due to sickness, childbirth or an acci-
dent and if the incapacity for work lasts for more than
seven days, the time in excess of this is not counted in
the study leave, provided that the employee so requests
from the employer without delay. The employee may use
study leave interrupted for such reason later.

7.5. Employee’s financial benefits during study
leave

An employee on unpaid study leave may receive an adult

education allowance continuously for a minimum period
of two and for a maximum period of 19 months, provided
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that the employment relationship is in force for the du-
ration of the training and has been the employee’s main
occupation with the same employer for at least a year by
the time the training or studying commences.

The employment relationship is considered a main oc-
cupation if the average working hours in a week has to-
talled at least 18 hours. A prerequisite for the allowance
is that the applicant has been in an employment or civil
service relationship with a Finnish employer or worked
as an entrepreneur in Finland for a total of at least eight
years by the time the allowance month begins. Certain
absences may be comparable with employment relation-
ships. However, such absences may not make up more
than two years of the entire 8-year work history.

In the case of an employee, the adult education allowan-
ce consists of a basic portion and an earnings-related
portion, and the amount of the allowance corresponds
with unemployment security without any increases. An
entrepreneur is only entitled to the basic portion of the
allowance. For an employee engaged in part-time stu-
dies, the adult education allowance may be granted as
an adjusted adult education allowance. The allowance is
subject to taxation.

Studies and training that entitle an employee to an adult
education allowance are subject to similar requirements
as the granting of study leave. An adult education allo-
wance is granted by the Education Fund. The Education
Fund is responsible for communications and advice re-
lated to adult education allowances. For information on
other forms of support related to study leave, please
contact Kela.

8. JOB ALTERNATION LEAVE

Job alternation leave offers an employee the chance for a longer period of leave which the employee may use according
to his or her choice - in, for example, studying, training, rehabilitation, child care, hobbies, family caregiving or rest.
The employee is paid a job alternation leave allowance for the duration of the leave. The option of job alternation leave
is open to employees, civil servants and officeholders. For an employer, job alternation leave offers the opportunity
to obtain flexibility and new competence in the work community. The temporary position of a job alternation leave
substitute gives an unemployed person the chance to maintain and develop his or her skills and to improve his or her

opportunities to find a place in the job market.

Act on Job Alternation Leave (1305/2002)

8.1. Employment relationship’s continuance
during job alternation leave

During the job alternation leave, the employee’s emplo-
yment relationship is in a “state of rest”. The conditions
of an employment relationship cannot be changed or ter-
minated due to a job alternation leave. A job alternation
leave nevertheless does not provide an employee with
any special protection against termination. The period of
job alternation leave does not accumulate annual holi-
days.

8.2. Agreeing on job alternation leave

Job alternation leave is an arrangement in which the
employee, in accordance with the job alternation ag-
reement made with the employer, is relieved from the
performance of the tasks pertaining to the employment
relationship for a fixed period of time and in which the
employer simultaneously commits to hiring a person re-
gistered as unemployed in the TE Office.

Job alternation leave is based on optionality. An emplo-
yee does not have an absolute right to job alternation
leave. Taking such leave requires agreeing on it with the
employer. A job alternation agreement must be made in
writing. In a job alternation agreement, the employer un-
dertakes to hire a person registered as unemployed in
the TE Office for the duration of the leave. Agreement
templates are available at: www.te-palvelut.fi and www.
suomi.fi.

8.3. Requirements for job alternation leave

Job alternation leave can be taken by a full-time employee
and an employee whose working hours equal more than
75 per cent of the working hours of a full-time employee,
provided that the employee’s employment relationship
with the employer has continued without interruption
for at least 13 months immediately prior to the commen-

cement of the job alternation leave. This period of time
may include an unpaid leave equalling at most 30 calen-
dar days. Only an absence attributable to a sickness or
accident is comparable to days at work when calculating
the time spent at work during the 13-month period. A
fixed-term employment also allows for agreeing to job al-
ternation leave, if the fixed-term contract is long enough
for the work to continue after the job alternation leave.
A full-time entrepreneur or a managing director cannot
take a job alternation leave. If the alternator is on a par-
tial child-care leave, study leave or a leave of absence for,
say, one day per week, the condition of employment is
not fulfilled.

A job alternation leave can no longer be commenced af-
ter the end of the calendar month during which the alter-
nator turns 60. This maximum age limit does not apply to
those born before 1957.

In addition, an employee granted a job alternation lea-
ve is required to have been employed for at least twenty
(20) years as referred to in the Employees Pensions Act
(395/2006). In this case, all work performed in an earlier
employment or civil service relationship or as an entrep-
reneur counts as having been employed. Family leaves
and a period of military service or non-military national
service are also considered comparable to being emplo-
yed. At maximum, a fourth of the period of employment
can be time comparable to time at work. Job alternati-
on leave cannot be taken immediately after maternity or
parental leave. Employees can ask their unemployment
fund to check whether the employment history condition
is met.

If an individual wishes to take a new job alternation leave,
he or she is required to have accumulated at least five

years’ worth of new employment history after the previo-
us job alternation leave.

8.4. Length of job alternation leave
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The length of a job alternation leave is at least 100 and
at most 180 calendar days. An extension of the job alter-
nation leave may also be agreed to during the leave, but
the relevant agreement must be made no later than two
months prior to the end of the original job alternation
leave.

8.5. Hiring an unemployed person for the
duration of the leave

The alternator’s substitute must be a person registered
as an unemployed job seeker with an Employment and
Economic Development Office (TE Office) who has been
an unemployed job seeker for at least 90 days—without
interruption or in parts—during a 14-month period pre-
ceding the commencement of the job alternation leave.
The person hired as a substitute must be registered as
an unemployed job seeker immediately prior to the com-
mencement of the job alternation leave.

The hired substitute can also be a person under 30 yea-
rs of age registered as an unemployed job seeker with
an Employment and Economic Development Office who
completed his or her vocational or university degree no
more than a year before, or an unemployed job seeker
who is under 25 or more than 55 years of age when the
job alternation leave begins.

A person considered a full-time student under Chapter 2,
section 10 of the Unemployment Security Act may not be
hired as a substitute.

The working hours of an employee hired for the duration
of job alternation leave must be at least equal in length to
the regular working hours of the person taking the leave,
but the substitute need not be hired for the tasks taken
care of by the alternator. If a part-time employee in the
service of the employer is registered as an unemployed
person looking for a full-time job in the TE Office, he or
she can be hired as a substitute for the job alternation
leave, thereby also fulfilling the requirement of hiring
someone registered as unemployed in the TE Office. In
such cases, the combined addition to the working hours
of these employees must be at least equal in length to the
alternator’s regular working hours. Hiring two unemplo-
yed persons as part-time substitutes for the alternator is
not allowed.

The unemployed person hired for the duration of the job
alternation leave is subject to the laws and regulations
applicable to fixed-term employment relationships. The
fixed-term employment relationship terminates at the
end of the term without separate termination.

If, for one reason or another, the employment relation-
ship of the employee hired for the duration of the job
alternation leave ends prior to the end of the leave, the
job alternation leave continues as usual. In such cases,
the employer must without delay hire a new unemployed
person for the remainder of the leave, except in exceptio-
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nal cases in which such hiring is no longer possible due
to the brevity of the remaining time, the availability of
workforce or some other appropriately justifiable reason.

A pay subsidy may be granted for the hiring of a substi-
tute.

8.6. Job alternation leave allowance

The allowance paid for the duration of job alternation
leave equals 70 per cent of the daily unemployment al-
lowance which the employee would be entitled to in the
case of unemployment. The amount of the job alternati-
on leave allowance is determined primarily on the basis
of the earned income preceding the leave.

When determining the salary considered as established,
the earned income will not include any fringe benefits the
employee will continue to receive during the job alterna-
tion leave.

Child increases are not accounted for when calculating a
job alternation leave allowance. The allowance is taxable
income. One can calculate an estimate of the size of their
unemployment compensation with the help of the daily
allowance calculator available at www.tyj.fi.

The continuance of fringe benefits during a job alternati-
on leave can be agreed on with the employer. The amount
of the job alternation leave allowance is not affected by
any compensation earned prior to and paid during the job
alternation leave against which the alternator will not be
provided with a corresponding period of free time or by
fringe benefits not considered as part of earned income
and which the employee will continue to receive during
the leave as per the job alternation agreement.

Statutory benefits that reduce unemployment security
(such as children’s home care allowance) also reduce the
job alternation leave allowance, since it is determined on
the basis of the daily unemployment allowance.

8.7. Applying for a job alternation leave allowance

The employer must deliver to the TE Office prior to be-
ginning of job alternation leave the original copy of the
job alternation agreement and a reliable account of hi-
ring an unemployed person for the duration of the leave,
preferably a copy of the relevant employment contract. A
corresponding account must be delivered to the TE Office
also in case the job alternation leave is divided into peri-
ods or extended.

Prior to the beginning of the leave, the employee taking
the leave (alternator) must deliver his or her personal in-
formation and an account of meeting the requirements

for the leave to the TE Office.

The allowance is applied for from the person’s own
unemployment fund or Kela. The application needs to
be accompanied with a salary certificate covering a mi-
nimum period of 52 weeks prior to the beginning of the
leave and a copy of the job alternation agreement. The
job alternation leave allowance may be provided retroac-
tively for a period of three months.

N.B. It is advisable for the employee to find out well in
advance of the leave his or her right to the job alternation
leave allowance. The relevant inquiries can be addressed
to the employee’s own unemployment fund or Kela.

8.8. Special issues

¢ Job alternation leave may be interrupted only by an ag-
reement with the employer.

e Job alternation leave ends when a maternity, special
maternity, paternity or parental leave begins.

e Job alternation leave allowance is not paid for a peri-
od during which the person receives a daily sickness al-
lowance.

e The alternator has the right to return primarily to his or
her previous job when the job alternation leave ends. If
this is not possible, the alternator must be offered other
work that corresponds with the previous work in accor-
dance with the employment contract or employment re-
lationship or, should this also be impossible, other work
in accordance with the employment contract.

e |t is advisable for a person intending to take job alter-
nation leave to check, well in advance and from the rele-
vant pension institution, how the leave affects his or her
pension.

e The leave’s impact on taxation should be checked with
the tax authorities.

e The substitute can be hired for the purposes of orien-
tation usually no more than two weeks prior to the be-
ginning of the job alternation leave. This is subject to a
separate agreement.

e The job alternation leave is spent during any possible
temporary return to work at the alternator’s own emp-
loyer.

e |f the employment relationship ends, so will the job al-
ternation leave allowance.

e Employees participating in reservist training are entitled
to a job alternation leave allowance.

e The employee may appeal the decision of an unemp-
loyment fund or Kela to the unemployment security
appeals board (Tyottomyysturvan muutoksenhakulauta-
kunta) and the decision of the board furthermore to the
Insurance Court. In both cases, the period for lodging the
appeal is 30 days from the time the employee received
the decision.

e The managing director of a limited liability company or
a cooperative society is not in an employment relation-
ship, given that the managing director is considered a sta-

tutory organ of the company.
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INTELLECTUAL PROPERTY
RIGHTS IN AN EMPLOYMENT
RELATIONSHIP

The purpose of intellectual property rights is to prevent others from exploiting the products of the creative work of a
company or individual in a commercial manner. This guide discusses intellectual property rights that have relevance for
upper white-collar employees in an employment relationship, i.e. employment invention rights and copyright.

Copyright confers protection on an original literary or artistic work created as a result of creative work. An employee
invention, on the other hand, must be a concrete invention with industrial applications that is the result of creative
activity and has been achieved by way of a new idea. It should furthermore be new compared to what has been known
prior to the date on which the patent application was filed. The invention should also be concrete and have an indust-

rial application.

Act on the Right in Employee Inventions (656/1967)
Act on the Right to Inventions in Institutes of Higher Education (369/2006)

Copyright Act (404/1961)

Act on the Exclusive Right in the Layout-Design (Topography) of an Integrated Circuit (32/1991, section 3)

9.1. Employee inventions

In many cases where an employee or civil servant has
made an invention that is patentable, the employer has a
right to the invention. This issue is provided for in the Act
on the Right in Employee Inventions. The invention need
not necessarily be patented. The fact that the invention
is patentable is a sufficient basis for applying the law.

9.1.1. Invention’s patentability

For the invention to be patented, it must be new in com-
parison to what has been known prior to the date on
which the patent application is filed. The invention must
be concrete and it must have an industrial application.
In addition to industry, the invention may also be used
in other commercial activities. Naturally, the invention
must be inventive: an invention is the result of creative
activities and achieved through a new idea.

The invention must furthermore have what is general-
ly referred to as technical effect: a device must function
as promised. The Patents Act lists several examples of
inventions not considered as patentable inventions. Pa-
tents are not granted to, for instance, scientific theories,
mathematical methods, business plans or surgical, thera-
peutic and diagnostic methods.

A patent cannot be granted for an invention that has al-
ready been made public. In this respect, the time when
the patent application is filed is decisive. Premature
disclosure must be prevented by all means necessary.
This is because the invention will, naturally, be disclosed
as a result of the patent and competitors may seek pro-
ducts which remain outside the patent but which nevert-
heless touch upon it. Indeed, a patent is not always app-
lied for, instead of which there is an attempt to keep the
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invention in strict secrecy. In some industries, advances
are made so quickly that patents are rarely applied for
due to the pace alone.

9.1.2. Rights to exploit an employee invention

Usually, the person who makes an invention gains full
rights to the invention he or she made. However, emplo-
yee inventions differ from other inventions in such a way
that the employer is entitled to secure at least a part of
the rights related to the invention. On the other hand,
the employer is obligated to pay a special compensation
to the employee who made the invention to which the
employer secures a right. The employer is also conside-
red to include any companies that belong to the same
group of companies as the employer.

The employer is entitled to secure the rights to an inven-
tion in the following situations:

If the invention is the result of a specified task given
to the employee at work, the employer is entitled to
secure full or partial rights to the invention.

If the invention is the result of activities carried out
by the employee to fulfil his or her obligations, or by
making use of achievements made at the workplace
in a material way, the employer may secure rights to
the invention, if the invention’s exploitation is part of
the employer’s industry.

If an invention falling within the scope of the
employer’s industry was created in some other con-
nection related to the employment relationship, the
employer is entitled to obtain a right of exploitation
to the invention. The employer also has a priority
right to negotiate on any other rights with the emp-
loyee.

If the invention made by an employee was created
without a connection to the employment relation-
ship, but its exploitation nevertheless falls within the
scope of the employer’s industry, the employer has a
right of priority to negotiate about the rights to the
invention with the employee.

In the event that a patent has not been filed for in a situ-
ation described above within the six months of the end of
the employment relationship, the invention will be consi-
dered as having been made in the employment relation-
ship, unless its inventor presents probable reasons for
it having been created subsequent to the employment
relationship. The aforementioned period of time may be
extended to a year with an agreement to that effect. If
the employer does not secure rights to invention, the
rights will remain with the employee.

9.1.3. Procedure

An employee must inform the employer of an invention
he or she has made without delay and, at the same time,
provide information about the invention’s content that
allows the employer to understand it. At the employer’s
request, the employee must furthermore provide his or
her opinion on the nature of the connection to the emp-
loyment relationship in which the invention was created.

If the employer secures the rights to the invention, the
employee must be notified of this within four months.
Prior to receiving such notification, the employee may
not claim control over the invention or disclose anything
about it in a manner that may result in the invention be-
coming public and being exploited by a third party.

The employee may nevertheless apply for a patent for
his or her invention in Finland. In such cases, the emplo-
yee may not file an application with the patent authority
before a month has passed since the employee provided
the employer with a written notification concerning his
or her intention to file for a patent for the invention.

9.1.4. Invention compensation

If the employer secures a right to the invention, the emp-
loyee is entitled to a reasonable compensation. An as-
sessment of the compensation accounts for the financial
value of the invention, its state of readiness, the extent
of the rights secured by the employer, the conditions
of the employment contract and other factors related
to the employment relationship that have relevance
for the invention’s creation. These factors include the
employee’s tasks and position in the company as well as
the connection that the solution (invention) in question
has to the employee’s employment relationship. Often
the magnitude of a compensation paid for an invention
comes to within the range of a thousand/few thousand
euros. In the case of significant inventions, however, the
sum may reach tens of thousand of euros, if not more.
The initiative, invention and other such fees employed by

many companies may be wholly inadequate in the case
of significant inventions.

In addition to the District Court of Helsinki, disputes in-
volving employee inventions may be processed by the
Employee Invention Committee which is, in addition to
specialists appointed by the employee and employer,
composed of unbiased members who specialise in inven-
tion issues. The Committee’s opinions are not binding. In
practice, they are nevertheless complied with quite well,
since the Committee’s expertise is held in high regard.

The right to a reasonable compensation for an inventi-
on expires ten years after the employer has announced
its intention to secure the rights for the invention. In the
event that a patent has been granted for the invention,
the claim can nevertheless be filed within a year of the
patent being granted.

9.1.5. Agreements

Many companies have drawn up internal regulations on
employee inventions. The employer and employee may
agree on compliance with these regulations in their mu-
tual relationship. However, such agreements may not de-
rogate from some of the central principles provided in
the Act on the Right in Employee Inventions, such as the
employee’s right to receive a reasonable compensation.
This means that the inventor may, according to law, claim
a reasonable compensation at a later date, too, even if
otherwise agreed or even if an invention fee pursuant to
the company’s regulations on employee inventions had
already been paid.

9.2. Inventions made in institutes of higher
education

As of 1 January 2007, inventions made in various insti-
tutions of higher education (universities, institutes of
technology, etc.) have been subject to the Act on the
Right to Inventions in Institutes of Higher Education. The
Act applies to the inventions made by individuals emp-
loyed by Finnish institutes of higher education in their
employment relationship that can be protected by a pa-
tent in Finland as well as to the inventions made by the
research fellows of the Academy of Finland in Finnish in-
stitutes of higher education that can be protected by a
patent in Finland.

Prior to the aforementioned Act’s entry into force, inven-
tions made in institutes of higher education remained
outside the scope of law. The Act that took effect on 1 Ja-
nuary 2007 clarified the procedure applied to inventions
made in institutes of higher education to a considerable
extent. The research activities occurring in institutes of
higher education and the like, and the inventions derived
from such activities, are divided into open research and
contract(ed) research. In contract research, the institute
of higher education largely manages the rights to inven-
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tions created in research projects based on agreements
made with external partners or on other external fun-
ding. In such situations, the institute in question is entit-
led to secure the rights to an invention. In contrast, open
research primarily allows the inventor to retain the rights
to an invention he or she has made.

9.2.1. Definition of institute of higher education

In the Act on the Right to Inventions in Institutes of
Higher Education, the term ‘institute of higher educati-
on’ refers to the universities mentioned in section 1 of
the Universities Act (645/1997), the National Defence
College mentioned in section 4 of the Act on the Defen-
ce Forces (402/1974), the polytechnics referred to in the
Polytechnics Act (351/2003) as well as separate institutes
subordinate or common to institutes of higher education.

9.2.2. Open research
Open research means research that:

is carried out in an employment relationship to fulfil
the research duties of institutes of higher education
without external funding and without the involve-
ment of external partners;
is carried out with the help of external funding, but
that does not include provisions other than those
concerning the publication of results; and
would meet the criteria for contract research had the
institute and research partner not expressly agreed
prior to the commencement of the research that the
research is open research.

9.2.3. Contract research

Contract research means

research that constitutes chargeable (service) opera-
tions as referred to in the Act on Criteria for Charges
Payable to the State (150/1992); and

research other than open research or the research re-
ferred to in the previous clause that involves at least
one party external to institutes of higher education
as either a party that conducts a part of the research,
a financier or other participant and that involves ob-
ligations related to the results of the research or the
method in which it is conducted.

9.2.4. Invention notifications

The inventor must immediately file an invention notifi-
cation with the institute of higher education when he or
she has made an invention belonging within the scope of
the Act on the Right to Inventions in Institutes of Higher
Education. The invention notification must be made in
writing and include the inventor’s opinion on whether
the invention was created in open research, contract re-
search or in some other situation. If there is more than
one inventor, the inventors must file a joint invention
notification.

The invention notification must include details of the

42 YTN Employment Relationship Guide

invention — sufficient enough to allow the institute of
higher education to assess it — as well as of all the inven-
tors involved. The inventor(s) must furthermore provide
the institute of higher education with other necessary in-
formation about the invention upon request.

The institute of higher education must provide the inven-
tor with a written report of the measures the institute
may effect according to the aforementioned Act without
undue delay and no later than within two months of the
institute of higher education having received an inven-
tion notification that contains all the information requi-
red. The report must also indicate whether the institute
of higher education shares the inventor’s opinion as to
whether the invention was created in open research,
contract research or some other situation. If the inven-
tion notification filed by the inventor does not meet the
requirements described above, the institute of higher
education must immediately inform the inventor of this
fact in writing.

9.2.5. Right to invention in open research

An institute of higher education may secure the rights to
an invention created in open research if the inventor has
not, within six months of the invention notification filed
by the inventor, published the invention or announced
his or her intention to exploit the invention. The notifica-
tion concerning the securing of the rights must be made
in writing and the institute of higher education must,
prior to giving the notification, inquire from the inventor
whether he or she intends to exploit the invention.

If the institute of higher education fails to give a notifica-
tion concerning its intention to secure the rights to the
invention within the prescribed period of time, it must
be considered to have waived its right to the invention.

9.2.6. Right to invention in contract research

The institute of higher education is entitled to secure the
rights to inventions created in contract research within
six months of the invention notification filed by the in-
ventor. The notification concerning the securing of the
rights must be made in writing.

If the institute of higher education fails to give a notifica-
tion concerning its intention to secure the rights to the
invention within the prescribed period of time, it must
be considered to have waived its right to the invention.

When an institute of higher education has secured the
rights to an invention created in contract research, the
inventor must, at the request of the institute, sign the
transfer deed concerning the invention as well as any ot-
her necessary documents without delay.

9.2.7. Inventor’s right to compensation
When the institute of higher education has secured the
rights to the invention, the inventor is entitled to receive

reasonable compensation for the invention. A contrac-
tual term drawn up prior to the invention’s creation with
which the inventor waives his or her right to a reasonable
compensation is invalid.

When calculating the amount of the compensation, one
must account for the conditions that contributed to the
creation of the invention and the proceeds the institute
of higher education stands to gain from it. The institute
of higher education must provide the inventor with the
information necessary to determine the compensation.

9.2.8. Expiration

An inventor’s right to a compensation for the invention
becomes time barred within 10 years of the institute of
higher education having announced its intention to secu-
re the rights to the invention. The inventor may interrupt
the period of limitation by filing a compensation claim
within 10 years of the institute of higher education ha-
ving announced its intention to secure the rights to the
invention. If a patent application for the invention has
been filed, the claim may nevertheless be lodged within
a year of the patent being granted.

9.2.9. Dispute resolution

The Employee Invention Committee referred to in the
Act on the Right in Employee Inventions is competent to
issue opinions on matters falling within the scope of the
Act on the Right to Inventions in Institutes of Higher Edu-
cation in courts. If the parties fail to reach an agreement
on the amount of the compensation to be paid to the in-
ventor, for example, the Employee Invention Committee
may be requested to give an opinion on the matter.

The competent court in disputes related to the scope of
application of the Act on the Right to Inventions in Insti-
tutes of Higher Education is the District Court of Helsinki.

9.3. Copyright

Copyright protects an original literary or artistic work
created as a result of creative work. According to the law,
copyright is created automatically and not, therefore,
through registration, for example. Internationally, copy-
right protection is based on several international treaties.

Copyright confers both economic and moral rights on
the author of a work. Economic rights include the right to
decide on the reproduction of the work and on making
the work available for the public through various means.
Thus the author has the right to prohibit others from
using the work.

Regarding moral rights, the most important ones are
the right to attribution and the right to integrity. Accor-
ding to the right to attribution, the author’s name must
be mentioned when using the work in accordance with
good practice. Good practice varies according to the in-

dustry. The right to integrity means that the work may
not be altered in a way that is prejudicial to the author’s
literary or artistic reputation and that the work may not
be displayed in a context that is prejudicial to the author.

Copyright primarily remains in force throughout the
author’s lifetime and for a period of 70 years following
the year of his or her death.

The Copyright Act includes a list of the most common
types of works: fictional or descriptive representation
in writing or speech, a musical or dramatic work, a cine-
matographic work, a photographic work or other work
of fine art, a product of architecture, artistic handicraft
and industrial art.

In addition, the Copyright Act mentions that literary
works also include maps and other descriptive drawings,
graphically or three-dimensionally executed works and
computer programs. The special mention regarding com-
puter programs could be considered unnecessary, since
the concept of a literary work as defined in the Copyright
Act is broad to begin with and would therefore cover
computer programs even without the special mention.

9.3.1. Threshold of work

When assessing whether a particular product meets the
criteria for a work such as referred to in the Copyright
Act, attention is paid to the product’s independence
and originality. A fairly common assessment criterion is
based on the assumption that no one else embarking on
a similar task would not have made an entirely identical
work. On the other hand, with regard to the achievement
of a work, the work’s artistic quality or purpose has no
significance [??]. It is indeed quite a common misconcep-
tion to think of the threshold as higher than it really is.
The aforementioned descriptive drawings and graphi-
cally executed works, for example, include diagrams and
statistical curves. Likewise, the category of literary rep-
resentations include slide shows, as long as they contain
some originality.

Copyright only provides protection for a concrete work
and does not, therefore, protect the work’s theme, con-
tent or motive. The ideas behind the work as well as the
thoughts, the results of research, statements and infor-
mation expressed by it remain outside the scope of the
protection.

Nor is protection according to the Copyright Act provi-
ded to inventions, scientific theories or mathematical
methods. The operating logic or purpose of a computer
program are not protected. Thus a program executing
the same outcome does not necessarily infringe the co-
pyright of the first program’s author, as long as the execu-
tion is not essentially similar in form and does not clearly
prove the second program to be an imitation. Ultimately,
it is the court which assesses originality with regard to a
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computer program or any other work, by comparing the
overall impression given by the work to other existing
works.

9.3.2. Copyright in an employment relationship

The starting point of the Copyright Act is that the right to
a work lies with its author. On the other hand, labour law
starts from the premise that the results of work belong
to the employer.

With the exception of works such as computer programs
and the layout-designs of integrated circuits, Finnish law
does not contain provisions on copyright in employment
relationships, but according to the commonly accepted
and adopted view, the employer does have the exploita-
tion right required by its normal operations to the works
created by an employee in an employment relationship
even without an agreement to that end.

The extent of this right varies according to the industry in
question. The general rule described above has not been
tested in higher court instances, due to which it cannot,
in actual fact, be considered an official rule. Nonetheless,
this model has gained very wide support due to its ge-
nerality. On the other hand, it is exactly because of its
general nature that the model does not provide concrete
answers to questions involving the extent to which rights
are transferred.

The transfer of copyright may also be agreed on freely in
employment contracts. In the event that copyrights have
not been agreed on in the context of an employment
contract or separately, the rights — with the exception
of rights to computer programs and databases — remain
with the employee.

On the other hand, the employee’s possibility to inde-
pendently exploit his or her rights especially during the
employment relationship are limited in practice. An
employee may not engage in competing activities with
the employer during the employment relationship. The
relevant prohibition is provided in the Employment Cont-
racts Act. An agreement between the parties may have
extended this prohibition on competition to include time
subsequent to the end of the employment relationship.

The prohibition concerning competing activity may pre-
vent the employee from exploiting his or her copyright.
In addition, the employer’s right to exploit a work wit-
hin the framework of its normal operations has generally
been considered an exclusive right, meaning that neither
may the author compete with this right.

It is also possible that an employee’s work protected by
copyright contains material seen as the employer’s busi-
ness and trade secrets, in which case the work’s exploi-
tation is also restricted by the employee’s non-disclosure
obligation.

44 YTN Employment Relationship Guide

9.3.3. Computer programs

In legislation, the conflicts described above have only
been resolved in terms of computer programs by provi-
ding that the copyright to a computer program created
when performing tasks attributable to an employment or
civil service relationship, and to any work directly asso-
ciated with it, is transferred to the employer. The same
provision also applies to a database created when per-
forming tasks attributable to an employment or civil ser-
vice relationship. However, this provision does not apply
to authors who operate independently in the teaching or
research work of institutes of higher education.

9.3.4. Layout-design of an integrated circuit

A separate act provides for exclusive rights in the layout-
design of an integrated circuit. A layout-design created in
an employment relationship is subject to the same prin-
ciples as a computer program. The employer is entitled
to exclusive rights in the layout-design if the layout-de-
sign was created when performing tasks attributable to
an employment relationship. The parties are, however,
free to agree otherwise.

9.3.5. Agreeing on copyright

An author is at liberty to transfer his or her economic
rights in part or in full to another party by way of agree-
ment. The transfer may provide the transferee with an
exclusive right to the work or a mere exploitation right.
The transfer of copyright does not necessarily include
a right to alter the work or transfer it to another party,
unless otherwise expressly mentioned in the transfer ag-
reement.

There are no special formal requirements regarding an
agreement concerning the transfer of copyright. It is in-
deed a rather common view that the rights may even
transfer with a tacit agreement. In such situations, the
parties have not expressly agreed on the matter, but the
behaviour of the parties reveals the purpose to have
been a transfer of rights.

If there is no agreement on the matter, one needs to exa-
mine the purpose of the employment relationship, the
industry’s prevailing practice and other conditions that
impact the parties’ activities when resolving to whom
the right to the work belongs. An agreement in writing
is, of course, the best and most unambiguous alternative
also with regard to copyrights. It is furthermore worth
noting that, in some industries, the transfer of copyright
in an employment relationship has been agreed on col-
lectively, by way of collective bargaining agreements.

Legislation does not require an employer to compen-
sate an employee for an employee’s work to which the
employer secures rights according to what has been ex-
plained above. According to YTN’s recommendation, the
employer should always pay a separate compensation to
secure a right more extensive than a conventional exploi-
tation right to an employee’s work.

10. DATA PROTECTION IN
WORKING LIFE

In many situations, it is important for employers to collect on employees personal data the nature of which may per-
tain to the protection of privacy. The reconciliation between this need to collect data and the protection of privacy is
provided for in the Personal Data Act and the Act on the Protection of Privacy in Working Life. The latter also includes
provisions on, for instance, camera surveillance in the workplace, the protection of an e-mail message as well as on
personality and aptitude assessments and drug tests.

Personal Data Act (523/1999)

Act on the Protection of Privacy in Working Life (759/2004)
Information Society Code 7 November 2014/917

10.1. Collection and processing of personal data

In many situations, employers collect personal data of
their employees. The collection of all data, however,
is not permitted. In fact, the employer may only pro-
cess personal data with immediate relevance for the
employee’s employment relationship that involves the
fulfilment of the parties’ rights and obligations or the be-
nefits the employer offers to employees or data that re-
lates to the special nature of tasks. This necessity requi-
rement may not be deviated from even with the consent
of the employee or a job applicant.

The necessity of the personal data must be evaluated
on a case-by-case basis according to the tasks involved
and the employer’s line of business. Necessary data in-
cludes information related to the performance of tasks,
the selection of an employee, working conditions and
compliance with the conditions of collective bargaining
agreements.

The data that may be collected in a recruitment situation
mainly includes information necessary to evaluate the
candidate’s qualifications and aptitude which may also
include information pertaining to the person’s aptitude
in terms of health.

The employer must primarily collect the personal data
on an employee from the employee himself or herself. If
the employer collects data from sources other than the
employee, it must obtain the employee’s consent for col-
lecting such data. However, the consent is not necessary
when an authority discloses information to the employer
for the purpose of the employer fulfilling its statutory ob-
ligations or when the employer obtains personal credit
information or criminal record information in order to
establish the employee’s reliability.

The employer must inform the employee in advance of
its intention to obtain data for the purpose of establis-
hing reliability. If information concerning an employee

has been collected from sources other than the emp-
loyee himself or herself, the employer must inform the
employee of the information it has obtained before it is
used in decision-making pertaining to the employee.

An employer must inform its employees about the kind
of personal data on the employees it has recorded. Each
employee has the right to check his or her own personal
data. If the employee notices mistakes in the data, the
mistakes must be corrected at the employee’s request.
The employer may not store or process erroneous, in-
complete, obsolete or otherwise unnecessary personal
data. At the workplace, employees’ personal data may
only be processed by a person who needs said data in his
or her work.

10.2. Processing information concerning health

An employer has the right to process information con-
cerning an employee’s health if the information has been
collected from the employee or from other sources with
the employee’s written consent and provided that such
processing is necessary to remit a sick pay or other be-
nefits related to health and comparable to sick pay. In
addition, such information can be used to find out whet-
her there is justified reason for absence from work or if
the employee specifically wishes the information to be
examined to clarify his or her capacity for work.

The employer must store any information concerning
an employee’s health separate from the other personal
data collected by the employer. Information pertaining
to health may only be processed by individuals who, on
the basis of such information, prepare or make decisions
concerning the employment relationship or execute such
decisions. The employer must designate these individu-
als or determine the tasks which involve the processing
of health-related information. The individuals who pro-
cess such information may not disclose it to outsiders
during or after the employment relationship.
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However, a doctor’s certificate pertaining to the
employee’s capacity for work disclosed by the employee
to the employer may be handed over to an occupational
healthcare service provider for the purpose of carrying
out the tasks of occupational healthcare specified in the
Occupational Health Care Act, unless the employee has
forbidden such handover.

10.3. Drug tests

An employer may require an employee or a job appli-
cant to take a drug test only in specific situations. The
requirements are different for those seeking a job and
those already employed by the employer. The starting
point in both situations is that the person tested delivers
the certificate concerning the drug test to the employer.
The employer is responsible for the costs arising from
the certificate. If the employer does not bear the costs,
it may not request or demand such a certificate from the
employee and the lack of such a certificate may not have
any effect whatsoever.

If job applicants and employees are meant to undergo
drug tests, the employer must have a comprehensive ac-
tion programme on alcohol and drugs.

In addition, the tasks for which a drug test certificate is
requested or required must be discussed in a co-opera-
tion procedure. Given that the issue also involves infor-
mation concerning health, it is subject to the provisions
listed in section 10.2.

10.3.1. Drug tests of job applicants

An employer may request a drug test certificate during a
job application phase only from the person selected for
the job. The employer may receive and process the infor-
mation entered in the certificate only if the job applicant
is intended to work in tasks that require precision, reli-
ability, independent judgment or quick reactions.

A further requirement is that the performance of the
relevant tasks under the influence of drugs or while ad-
dicted to drugs could:

endanger the life, health or occupational safety of the
employee or other persons;

endanger national defence or state security;
endanger traffic safety;

increase the risk of significant environmental dama-
ge;

endanger the protection, usability, integrity and qua-
lity of information received while working and thus
cause harm or damage to public interests protected
by confidentiality provisions or endanger the protec-
tion of privacy or the rights of data subjects; or
endanger business or professional secrecy or cause
more than a minor level of financial loss to the emp-
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loyer or a customer of the employer, provided that
the endangerment of the business or professional
secrecy or the generation of a financial risk cannot be
prevented by other means.

In addition to the aforementioned situations, the emplo-
yer may also process the information entered in a certi-
ficate when the job applicant is meant to carry out tasks

in which special reliability is required, in which work
will be performed elsewhere than in the premises
supervised by the employer and in which the perfor-
mance of duty while under the influence of drugs or
while addicted to drugs could cause significant finan-
cial loss to a customer of the employer or endanger
the customer’s personal safety;

which, on a permanent basis and to a material de-
gree, include raising, teaching, caring for or otherwise
looking after a minor, or other work involving perso-
nal interaction with a minor, and in which no other
person is involved; or

in which there is independent and uncontrolled ac-
cess to drugs or a more than minor quantity of me-
dicines that could be used for the purposes of into-
xication.

If the job applicant refuses to take the test or fails to sub-
mit an acceptable certificate to the employer, he or she
may be rejected for the job in question.

These provisions applicable to a job applicant are also
applied if an employee’s tasks undergo such changes
during the employment relationship that they meet the
criteria referred to above. The employer must always in-
form the job applicant or employee — even before the
conclusion of an employment contract or before making
changes to the terms of employment — that the case in-
volves a task that requires the applicant to take a drug
test.

10.3.2. Drug tests during an employment relationship
An employer may obligate an employee to submit a drug
test certificate during an employment relationship if the
employer has a justified reason to suspect that the emp-
loyee is working under the influence of drugs.

In addition, an employee may be obligated to submit a
drug test certificate if the employer has a justified reason
to suspect that the employee is addicted to drugs and
when the employee works in tasks that require particu-
lar precision, reliability, independent judgment or quick
reactions and in which the performance of tasks under
the influence of drugs or while addicted to drugs could:

seriously endanger the life, health or occupational sa-
fety of the employee or other persons;

seriously endanger national defence or state security;
seriously endanger traffic safety;

materially increase the risk of significant environmen-
tal damage;

seriously endanger the protection, usability, integri-
ty and quality of information received while working
and thus cause harm or damage to public interests
protected by confidentiality provisions or violate the
protection of privacy or the rights of data subjects;
endanger business or professional secrecy or cause
more than a minor level of financial loss to the emp-
loyer or a customer of the employer, provided that
the endangerment of the business or professional
secrecy or the generation of a financial risk cannot be
prevented by other means; or

may materially increase the risk of the illegal trade
and spread of substances in the employer’s posses-
sion as referred to in section 3(1)(5) of the Narcotics
Act.

Section 11.3. contains information on the employer’s ob-
ligation to draw up a comprehensive action programme
on alcohol and drugs in writing.

The employer or a representative of the employer who
wilfully or through gross negligence violates the provisi-
ons concerning drug tests may be sentenced to a fine for
violating the Act on Protection of Privacy in Working Life.

10.4. Personality and aptitude assessments

Personality and aptitude assessments are the employer’s
way of trying to establish an employee’s qualifications for
taking care of a particular task or the employee’s training
or other professional development needs. Assessments
such as these may only be performed to the extent re-
quired by the employment relationship and the manage-
ment of the tasks. The employer must ensure that the
assessments are performed with the help of reliable as-
sessment methods and that the persons who perform
them possess the required expertise. The employer must
furthermore ensure that the information received from
the assessments is free from errors. This means that spe-
cial attention should be paid to the assessment method
employed and the nature thereof.

The assessments always require the consent of the per-
son being assessed. Employees may not be placed under
any obligation to take part in such assessments. Despite
this, the employer may reject a job applicant if the appli-
cant has refused to participate in this assessment consi-
dered necessary by the employer.

If an employee working for the employer has refused to
participate in the assessment, the employer may not un-
dertake any measures concerning the employment rela-
tionship due to this refusal alone.

At the request of the person being assessed, the emp-
loyer or the party performing the assessment must pro-

vide the person with a written statement drawn up on
the assessment free of charge. If the statement has been
submitted to the employer orally, the employee must be
provided with an account of the statement’s content.

10.5. Using the healthcare services

Any examinations, tests and samples concerning emplo-
yees’ health must be performed and taken by healthcare
professionals, by persons with relevant laboratory trai-
ning and by healthcare services as provided in healthcare
legislation. This also applies to alcohol and drug tests. An
alcohol test may nevertheless be performed in the form
of a breathalyser test. Health and medical examinations
may only be performed by professionals with a right to
do so, since it is important that the examinations are safe
and that the results are correct. This allows for ensuring
that a person using certain medication on a doctor’s or-
ders, for example, is not categorised as a drug user.

An employer may not require an employee to undergo
genetic testing when hiring the person or during the
employment relationship, and the employer does not
have the right to know whether the employee has under-
gone genetic testing.

10.6. Camera surveillance

Camera surveillance refers to surveillance based on the
use of a technical device that continuously transmits or
records images. This guide discusses only camera surveil-
lance carried out in the workplace.

An employer may carry out camera surveillance in its
premises to ensure the personal safety of employees and
other people on the premises, to protect its property and
to supervise the proper operation of production proces-
ses. Camera surveillance is also allowed when the case
involves the prevention or investigation of situations that
have endangered safety, property or the production pro-
cess.

Camera surveillance may not be used to monitor a par-
ticular employee or employees in the workplace. Nor
may there be camera surveillance in lavatories, changing
rooms or other similar places, in other staff facilities or
in work rooms designated for the personal use of emp-
loyees.

As an exception to the main rule, the employer may no-
netheless direct the camera surveillance at a particular
work location in which employees are at work if the sur-
veillance is essential for:

preventing an apparent threat of violence related to
the work of the employee or an apparent harm or
danger to the employee’s safety or health;

preventing and investigating property crimes if an es-
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sential part of the employee’s work is to handle pro-
perty of high value or quality, such as money, securi-
ties or valuables; or

safeguarding the employee’s interests and rights,
where the camera surveillance is based on the re-
quest of the employee who is to be the subject of the
surveillance and the matter has been agreed on bet-
ween the employer and the employee.

10.6.1. Using an image recording

Recordings captured through camera surveillance may
be used only for the purposes for which the surveillance
has been carried out. Because of this, the recordings may
not be used to evaluate an employee’s performance, for
example.

However, the employer has the right to use the recor-
dings for:

substantiating the grounds for termination of an
employment relationship;

investigating or substantiating harassment or moles-
tation as referred to in the Act on Equality between
Women and Men or harassment as referred to in the
Equality Act or harassment and inappropriate beha-
viour as referred to in the Occupational Safety and
Health Act, provided that the employer has a justified
reason to suspect that the employee is guilty of ha-
rassment, molestation or inappropriate behaviour; or
investigating an occupational accident or some other
situation causing a danger or threat as referred to in
the Occupational Safety and Health Act.

Before the employer makes a decision on camera surveil-
lance, the purpose and introduction of and the methods
used in the technical surveillance directed at the person-
nel must be discussed in a co-operation procedure. If the
case concerns a workplace not included within the scope
of co-operation procedures (less than 20 employees),
the employer must reserve for the employees or their
representatives a chance to be heard on the matter. The
employer must inform its employees about the commen-
cement and implementation of the camera surveillance
and about how and in which situations the possible re-
cordings are used.

An employer or the employer’s representative who wil-
fully or through gross negligence violates the provisions
concerning camera surveillance may be sentenced to a
fine for violating the law.

10.7. Protection of an e-mail message

An employer has the right to decide the purposes for
which the workplace e-mail is used. An employer may
even forbid private e-mail messaging during working
hours. Primarily, however, employers allow the use of e-
mail for personal communication.
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It is particularly worthwhile to remember that external
people may send personal e-mail messages to an emplo-
yee despite any denials of the employer.

The confidentiality of an employee’s e-mail messages is
protected by law. The provisions aim to ensure that the
secrecy of an employee’s confidential e-mail messages
is not endangered and that messages that belong to the
employer and that are necessary for the continuity of
operations may be made available to the employer when
the employee is prevented from performing his or her
duties.

The starting point for the provisions is that opening mes-
sages that belong to the employer organisation is based
on the employee’s consent. The employer may retrieve
and open an employee’s e-mail messages only on certain
conditions and by means of specific procedures.

10.7.1. Employer’s obligations regarding necessary
arrangements

The employer may not retrieve and open an employee’s
e-mail messages if the employer has failed to ensure in
advance that:

the employee can, with the aid of the electronic mail
system’s automatic reply function, send notification
to a message sender about his or her absence, and
information about the person who is to take care of
the tasks of the absent employee; or

the employee can direct messages to another person
approved by the employer for this task or to another
employer-approved address of the employee; or

the employee can give his or her consent to an arran-
gement whereby in his or her absence another per-
son of his or her choosing and approved by the emp-
loyer for the task can receive messages sent to the
employee, with the aim of establishing whether the
employee has been sent a message that is clearly in-
tended for the employer for the purpose of managing
the work and on which it is essential for the employer
to have information on account of its operations or
the appropriate organisation of work.

10.7.2. Retrieval of e-mail messages that belong to the

employer

The retrieval of e-mail messages belonging to the emp-
loyer always occurs with the help of a person using the
authority of an information system administrator. In such
situations, the employer is entitled to examine informati-
on concerning the sender, recipient and title (subject) of
the message.

On the basis of this information, the employer must infer
whether messages belonging to the employer have been
sent to the employee during his or her absence or whet-
her the employee has, immediately before his or her ab-

sence, sent or received messages of which the employer
must be aware in order to conclude negotiations, serve
customers or secure its operations.

However, the retrieval of an employee’s e-mail messages
always requires that:

the employee manages tasks independently on behalf
of the employer, and the employer does not operate
a system with which the matters attended to by the
employee and their processing stages are recorded or
can be otherwise ascertained;

it is evident, on account of the employee’s tasks and
matters pending, that messages belonging to the
employer have been sent or received;

the employee is temporarily prevented from perfor-
ming his or her duties, and that messages intended for
the employer cannot be obtained for the employer’s
use despite the fact that the employer has seen to its
obligations referred to above; and

the employee’s consent cannot be obtained within a
reasonable time and the investigation of the matter
cannot be delayed.

Unless the retrieval of a message results in its opening, a
report of the retrieval, signed by the persons who parti-
cipated in it, must be drawn up. The report must indicate
why, when and by whom the message was retrieved. The
report must be delivered to the employee without delay.
Information concerning the message’s sender, recipient
and title may not be processed to any extent larger than
what is required for the purpose of retrieving the mes-
sage, and the persons who process the information may
not disclose the information to third parties during or af-
ter the employment relationship.

10.7.3. Opening e-mail messages belonging to the
employer

If it is apparent, on the basis of information concerning
the sender, recipient or title of an e-mail message, that
an e-mail message clearly belonging to the employer and
of which the employer needs to be aware to conclude
negotiations related to its operations, serve customers
or secure its operations has been sent to or by the emp-
loyee, the message in question may be opened. In such
cases, the message is always opened by a person using
the authority of an information system administrator in
the presence of another person.

A report on the opening of the message signed by the
persons who participated in it must be drawn up. The
report must indicate which message was opened and
why, when and by whom, as well as who was informed
about the content of the opened message. The report
must be delivered to the employee without undue delay.
The opened message must be stored and its content may
not be processed in any extent broader than is neces-
sary. The persons who process the information may not

disclose the content of the message to third parties du-
ring or after the employment relationship.

An employer or the employer’s representative who wil-
fully or through gross negligence retrieves or opens a
message sent to or by an employee against the law may
be sentenced to a fine for breaking the law.

10.8. Regulations of the Information Society
Code

The previously valid Act on the Protection of Privacy in
Electronic Communications has been transferred into the
Information Society Code. A number of previously sepa-
rate acts have been compiled into this new act. According
to the Information Society Code, traffic data means infor-
mation associated with a legal or natural person used to
transmit a message and information on the call sign of a
radio station, on the type of radio transmitter or the user
of the radio transmitter, and on the starting time, durati-
on or transmission site of a radio transmission.

A corporate or association subscriber means an underta-
king or organisation which subscribes to a communica-
tions service or an added value service and which pro-
cesses users’ messages, traffic data or location data in its
communications network.

A corporate or association subscriber has the right to
process traffic data to prevent or investigate unauthori-
sed use of information society services or communica-
tions network or service, or to prevent and investigate
the disclosure of business secrets referred to in Chapter
30(11) of the Criminal Code.

Unauthorised use of a communications network or ser-
vice may include installation of a device, software or ser-
vice in the communications network of a corporate or
association subscriber, unlawfully providing a third party
with access to the communications network or service of
a corporate or association subscriber, or any other com-
parable use of a communications network or service.

10.8.1. Duty to exercise care

Before starting the processing of traffic data and to pre-
vent the misuse of an information society service, com-
munications network or communications service subject
to a charge, a corporate or association subscriber must:
1) restrict access to its communications network and ser-
vice and their use and take other steps to protect the use
of its communications network and service with the help
of appropriate information security measures;

2) define the type of electronic messages that may be
transmitted and retrieved through its communications
network and how its communications network and ser-
vice may be used in other respects and the addresses to
which no messages may be communicated.
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Before starting the processing of traffic data to prevent
the disclosure of business secrets, a corporate or associa-
tion subscriber must:

1) restrict access to business secrets and take other steps
to protect the use of and data in its communications net-
work and service with the help of appropriate informati-
on security measures;

2) define the way in which business secrets may be trans-
ferred, delivered or otherwise handled in the commu-
nications network and the types of addresses to which
people entitled to handle business secrets may not send
electronic messages.

To prevent misuse, a corporate or association subscriber
must give written instructions to the users of the commu-
nications network or communications service.

10.8.2. Duty of planning and co-operation

A corporate or association subscriber must, before it starts
to process traffic data, designate the persons whose tasks
include the processing of traffic data or define the tasks in
question. Traffic data may only be processed by the indivi-
duals who take care of the maintenance and information
security and safety of the communications network and
service of the corporate or association subscriber.

If the corporate or association subscriber is an employer
that belongs within the scope of co-operation legislation,
the subscriber must:

1) discuss the grounds for and standards to be used in
the processing of traffic data in a co-operation procedure;
2) inform the employees or their representatives of any
decisions it makes in relation to the processing of traffic
data in the manner provided in section 21(2) of the Act
on the Protection of Privacy in Working Life (759/2004).

If the corporate or association subscriber is an employer
that does not belong within the scope of co-operation le-
gislation, it must hear the employees and inform them as
provided in subsections 1 and 2 of section 21 of the Act
on the Protection of Privacy in Working Life.

10.8.3. Data processing to prevent misuse

A corporate or association subscriber may process traffic
data with the help of an automatic search function that
may be based on the size, aggregate size, type, number,
connection mode or target addresses of the messages. A
corporate or association subscriber may process traffic
data manually, if there are reasonable grounds to suspect
that a communications network, communications service
or an information society service subject to a fee is used
against the instructions.

An automatic search shall not be targeted and traffic data
shall not be searched or manually processed for finding
out data referred to in Chapter 17(24)(2) and (3) of the
Code of Judicial Procedure. (12.6.2015/758)

In order to investigate the disclosure of business secrets,
a corporate or association subscriber that is an employer
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may only process the traffic data of users to whom the
corporate or association subscriber has provided access
to business secrets or of users who through some other
means accepted by the corporate or association subscri-
ber have access to business secrets.

10.8.4. Obligations to provide information to
individual under investigation and representative of
personnel

A corporate or association subscriber shall draw up a re-
port of the referred manual processing of traffic data, in-
dicating:

1) the grounds for the processing, and the time and dura-
tion of the processing;

2) the reason for using manual processing of traffic data;
3) names of the processors involved;

4) name of the individual who has made the processing
decision.

Individuals involved in the processing shall sign the re-
port. The report shall be kept for at least two years from
the end of the processing referred to in sections 149 or
150.

A report shall be delivered to the user of the communica-
tions network or service involved as soon as it is possible
without endangering the purpose of the processing itself.
No report needs to be delivered, however, to users who-
se traffic data have been processed as mass data so that
the processor did not gain knowledge of the traffic data.
Notwithstanding confidentiality requirements, the user
has the right to submit the report and the related data
for the purpose of managing matters related to the user’s
interests or rights.

If the corporate or association subscriber is an employer,
it shall draw up an annual report to the employees’ rep-
resentative of manual processing of traffic data, showing
the grounds for and the number of times of traffic data
processing during the year.

Employee representatives shall treat any business secret
infringements and suspected business secret infringe-
ments brought to their attention as confidential throug-
hout their employment relationship. The provisions laid
down in the Act on the Openness of Government Activi-
ties and elsewhere in law shall apply to secrecy obligation
of public servants. Notwithstanding the provisions above,
information may be disclosed to the supervision autho-
rities.

11. OCCUPATIONAL HEALTHCARE

The Occupational Health Care Act provides for the occupational healthcare that an employer must arrange. Occupa-
tional healthcare forms a part of basic healthcare and occupational health and safety. The employer’s obligations cover
the measures of preventive occupational healthcare, and do not therefore pertain to medical treatment.

Occupational Health Care Act (1383/2001)

11.1. Aim and scope

The purpose of occupational healthcare is to prevent
work-related sicknesses and accidents and to promote
the health and safety of work and the working environ-
ment as well as the functioning of the workplace com-
munity. The aim is to promote employees’ health and
work and functional capacity at different stages of their
careers. The objective is to make a career last until the
retirement age.

The employer is responsible for arranging occupational
healthcare services, but the activities must be carried
out as cooperation of the employer, employees and oc-
cupational healthcare. The occupational healthcare pro-
fessionals must be professionally independent of emplo-
yers, employees and their representatives.

The Occupational Health Care Act applies to work in
which the employer is obligated to comply with the Oc-
cupational Safety and Health Act. The obligation to ar-
range occupational healthcare applies to all employment
and service relationships. Naturally, the need for arran-
gements may vary according to the workplace.

11.2. Employer’s obligations

The employer must arrange occupational healthcare at
its expense to the extent required by the work, working
arrangements, personnel and the workplace conditions
and any changes thereto. “Working arrangements” also
includes any health risks and problems related to cont-
ract work, part-time work and fixed-term employment
relationships. The expression also covers the arrange-
ment of working hours and rest periods attributable to
night work or overtime, for example.

A failure to comply with the occupational healthcare ob-
ligation is subject to a fine.
The employer and occupational healthcare service provi-

der must make a written agreement of the service. The
agreement specified the general arrangements of occu-
pational healthcare as well as the content and extent of
the services. The agreement must be reviewed if condi-
tions undergo material changes.

If the employer arranges occupational healthcare servi-
ces itself, it must indicate the aforementioned matters
in a separate description or as part of the action plan for
occupational healthcare or the action programme for oc-
cupational health and safety.

The employer must inform occupational healthcare of
changes concerning an employee’s capacity for work. To
assess an employee’s capacity for work and possibilities
to continue at work, the employer must inform occupa-
tional healthcare of the employee’s sick leave no later
than when the absence has continued for a month.

When the employer prepares decisions to implement oc-
cupational healthcare, it must do so in cooperation with
employees and their representatives. This obligation is
sanctioned with a fine. Among other things, cooperation
refers to the employees having an opportunity to make
proposals for the development of occupational healthca-
re and to receive information, at an early enough point,
about workloads or other factors with an impact on
health.

Before the employer makes a decision concerning the
content of healthcare services or changes thereto or
some other matter with material relevance for the arran-
gement of occupational healthcare, the matter must be
discussed in an occupational health and safety committee
or in the context of some other comparable co-operation
procedure or together with an occupational health and
safety representative. In workplaces with less than ten
employees which, according to the law, are not obligated
to select an occupational health and safety representa-
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tive, it suffices that the personnel is reserved a genuine
chance to participate in the handling of the matters.

11.3. Implementation of occupational healthcare

The employer must have a written action plan for occu-
pational healthcare. It can be a part of the action plan
for occupational health and safety or some other deve-
lopment programme or plan drawn up by the employer.
The action plan must contain the general objectives of
occupational healthcare as well as requirements based
on workplace conditions and any measures resulting
from them.

If the employer intends to request employees or job
applicants to take drug tests, it must have an action pro-
gramme on the prevention of substance abuse. The pro-
gramme should include the practices observed to pre-
vent substance abuse and for referring individuals with
substance abuse problems to treatment.

The tasks that fall within the scope of the action pro-
gramme must be discussed in a co-operation procedure
prior to the programme’s approval.

Occupational healthcare is based on a workplace investi-
gation. The investigation examines exposure to physical,
chemical and biological substances as well as the level
of physical and psychological stress posed by work, the
functionality of the workplace community, the risk of ac-
cidents and violence, working arrangements and any par-
ticular health risk arising from the working environment
and employees’ characteristics. The aforementioned fac-
tors and the workplace-specific needs serve as the basis
for a determination of further occupational healthcare
measures.

The employer’s occupational healthcare includes the fol-
lowing activities/measures:

An investigation of the healthiness and safety of the
work and the working conditions through repeated
workplace visits and on the basis of other occupatio-
nal healthcare methods.

Assessments of employees’ health and capacity for
work through medical examinations, for example. An
employee may not, without a justified reason, refuse
to participate in a medical examination as referred to
in the Occupational Health Care Act.

Suggestions for action and a follow-up of their imple-
mentation. The actions pertain to the improvement
of occupational health and safety, adjusting work to
an employee’s requirements and the promotion of
working capacity.

The provision of information and guidance. For a jus-
tified reason, the employee must be provided with a
report of his or her workload, for example.
Monitoring how an employee with a disability copes
at work and referring him or her to rehabilitation.
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Drawing up a statement on an employee’s capacity
for work and possibilities to continue working after
the employee has received sick pay for a period of 90
weekdays.

Co-operation with the necessary parties.
Participation in the organisation of first aid as refer-
red to in the Occupational Safety and Health Act.
Planning and implementing measures that maintain
and promote capacity for work and investigating the
need for rehabilitation when necessary.

Assessing and monitoring occupational healthcare.

In addition to the services required by the Occupational
Health Care Act, the employer may arrange medical tre-
atment and other healthcare services, such as GP and/
or specialist-level healthcare, for its employees. When
offering such services, employees must be treated equal-
ly, regardless of whether they are in a permanent, fixed-
term or part-time employment relationship.

11.4. Processing data in occupational healthcare

The employer is obligated to provide information to the
parties that take care of occupational healthcare. The in-
formation to be provided includes information on work,
working arrangements, occupational diseases, industrial
accidents, the personnel as well as the conditions of the
workplace and any changes thereto.

When requested to do so, an employee must give occu-
pational healthcare information about any risk factors in
the workplace.

Occupational healthcare must provide employees and
the employer with required information about the health
risks of the work and on the means by which to prevent
such risks. Employees must be provided with informa-
tion on any medical examinations performed and their
results.

The employer, occupational health and safety committee
and occupational health and safety representative have
the right to obtain information with significance for the
health of employees from occupational healthcare, and
information on how to develop the healthiness of the
workplace conditions.

The starting point of the Occupational Health Care Act
is that information governed by secrecy provisions may
not be disclosed without the written consent of the indi-
vidual in question.

This non-disclosure obligation may be derogated from
when the case involves a job that carries a special risk
of illness. In such cases, an occupational health physician
may give the employer and occupational health and sa-
fety authorities with a written statement on the conclu-

sions drawn in a medical examination. In each such case,
the physician assesses the employee’s health-related sui-
tability for a particular task.

In a recruitment situation, the job applicant himself or
herself should be provided with the conclusions of the
medical examination first.

A positive test result obtained from a job applicant or
employee’s drug test must be verified in a laboratory.
The person tested always has the right to receive the test
result in writing. The contents of a drug test certificate
are provided for in the Act on the Protection of Privacy in
Working Life. The certificate is to be given to the person
tested, who will deliver it to the employer.
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12.  OCCUPATIONAL HEALTH AND

SAFETY

The purpose of the Occupational Safety and Health Act is to improve working environments and working conditions.
The Act’s objective is to maintain an employee’s physical and mental health and capacity for work throughout the
employee’s career. The goal is for the employee to retire in good health. In addition, the Act aims to prevent industrial
accidents, occupational diseases and health problems caused by a working environment. Indeed, the Act’s starting point
is the comprehensive management of workplace safety. Section 16.4. contains information about the tasks and selection

of occupational health and safety representatives.

Occupational Safety and Health Act (738/2002)

12.1. What does the Act apply to?

The Act applies to all paid work performed in the emplo-
yment of another. Ordinary hobby activities remain out-
side the scope of the Act, as do professional sports.

The Occupational Safety and Health Act puts mental
health on par with physical health. It is therefore pro-
tected in the same manner as physical health. One aspect
falling within the scope of mental health and now pro-
hibited by law is the harassment or other inappropriate
treatment of an employee in the workplace that may risk
or cause problems to the employee’s health. In other
words, what is prohibited is workplace bullying, but the
prohibition also applies to other forms of harassment,
such as sexual harassment, and other inappropriate tre-
atment.

The Act does not provide for the allocation of respon-
sibility with regard to occupational health and safety in
team work. The management of occupational health and
safety in teams and other forms of self-regulating work
performance requires, among other things, independent
observation. Compliance with the Act is supervised by
occupational health and safety authorities.

12.1.1. Contract work

The Act also applies to contract work (hired labour). The
party employing contract work is obligated to comp-
ly with the provisions of the Occupational Safety and
Health Act that concern employers.

Before contract work begins, the professional qualifi-
cations required by the contract work and any special
features of the work must be defined in sufficient detail.
The party that contracts the work must inform the rele-
vant employee’s employer of these details. The relevant
employer must ensure that the employee possesses the
professional skills, experience and suitability required by
the work. For its part, the party that contracts the work
must see to the employee’s orientation.
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12.1.2. Other work belonging within the scope of
application

The Occupational Safety and Health Act applies to the
work performed by a pupil or student in relation to trai-
ning. This refers to practical training, practical teaching
comparable to work, on-the-job learning periods, inter-
nships and getting acquainted with working life. The Act
also applies to the work of a person participating in an
employment measure.

The Occupational Safety and Health Act furthermore
applies to work performed at home and to telecommu-
ting performed, as per agreement, in the employee or
employer’s home, for example.

12.2. Employer’s occupational health and safety
obligations

The Act contains a provision pertaining to an employer’s
general duty to exercise care. The employer is obligated
to take care of the safety and health of its employees
while they are at work by taking the necessary measures.
Factors that must be taken into account include those re-
lated to the work, working conditions and the working
environment as well as those related to an employee’s
personal qualifications. Factors related to an individual
employee include professional skills, work experience,
age and gender.

The duty to exercise care does not extend to unusual
and unforeseeable circumstances and events which the
employer has no control over despite all necessary pre-
cautions.

The employer must plan and implement the measures
required to improve working conditions. In this respect,
the employee should adhere to the principle of

preventing the creation of hazards and risk factors;
eliminating hazards and risk factors or, if this is not
possible, replacing them with a less hazardous or ris-

ky alternative;

adopting safety measures which have a general im-
pact before the adoption of individual measures;
accounting for technological developments and other
available means.

The employer must continuously monitor the working
environment, the state of the entire working community
and work practices. The employer must likewise monitor
the effect that any implemented measures have on the
safety and healthiness of work. These obligations must
be taken into account with respect to both the physical
and mental aspect of occupational health and safety.

The monitoring obligation also extends to the working
community’s social functionality. The employer is ex-
pected to monitor the working community so as to de-
tect any possible harassment or other inappropriate tre-
atment early enough to effectively interfere with such
unacceptable behaviour.

What is essential is a systematic and continuous focus
on the improvement of working conditions. The emplo-
yer must be aware of the hazards and risk factors of the
workplace and the operations engaged in, be they men-
tal, physical or social in nature. The employer is expected
to take the action necessary to eliminate a shortcoming
as soon as it has become aware of the shortcoming.

The employer may appoint a person as its substitute in
managing tasks specified as the employer’s obligation
in the Occupational Safety and Health Act. The tasks of
such a substitute must be defined in sufficient detail. The
employer must ensure that the substitute has the ap-
propriate resources and capabilities to manage the tasks
referred to in the law.

12.2.1. Occupational health and safety policy

The employer must draw up an occupational health and
safety policy. The policy must cover the development
needs of the workplace’s working conditions and the
effects of factors related to the working environment.
The policy’s objectives in terms of safety, healthiness
and working capacity must be taken into account in the
workplace’s development and planning. The objectives
must be discussed with employees and their represen-
tatives.

12.2.2. Investigating and assessing the hazards of
work

The employer must systematically investigate and iden-
tify hazard and risk factors caused by the work, working
hours, working environment and the working conditions,
and assess their significance in terms of occupational
health and safety. This investigation and assessment
must be in the employer’s possession. Whenever condi-
tions undergo material changes, the investigation must
be brought up to date.

The investigation must account for work commitment
and workload-related factors, such as those caused by
working hours, which must be understood broadly. Work
commitment refers, among other things, to travel or an
obligation to take calls or answer to e-mail outside wor-
king hours. Working hours refer to overtime, night work,
shift work and sufficient rest periods. Other workload-
related factors include information loads, poor ergono-
mics, the threat of violence and problems, such as ha-
rassment and bullying, caused by a dysfunctional work
community.

The employer may draw up the investigation with the
help of the expertise available in occupational healthca-
re.

12.2.3. Work that causes particular risk

If the assessment concerning the risks of a work indicates
that the work may cause a particular accident or illness
risk, the work in question may be performed only by an
employee with the suitable qualifications and personal
attributes, or another person working in the immediate
supervision of the aforementioned employee. Other
people’s access to the hazardous area must be restricted.

If the work or the working conditions pose a particular
risk to a pregnant employee or a foetus and if the risk
factor cannot be eliminated, the employer must make an
effort to transfer the employee to more suitable tasks for
the duration of the pregnancy.

12.2.4. Planning of working environment and work
When planning the structures of the working environ-
ment, production methods and the use of machinery or
substances hazardous to health, the employer must ac-
count for the effect that they have on employees’ health
and safety.

The planning and designing (proportioning) of work must
take into account employees’ physical and mental capa-
bilities. The goal is to avoid harmful workload factors.

The aim of the provision is for the examination of the
relationship between a work’s requirements and emp-
loyees’ mental and physical capabilities to take place as
early as during the work’s planning stage. The relation-
ship must be balanced.

Workload factors vary between different tasks. Poor
ergonomics/work postures, an excess of physical and
mental stress and information overloads are examples of
harmful workload factors. Unreasonable time pressures
at work and exceptionally frequent work-related travel
that nevertheless occurs outside working hours every
now and then may also become harmful in terms of the
load they generate.
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12.2.5. Teaching and guidance

An employer must provide an employee with sufficient
information about the workplace’s hazard and risk fac-
tors and give the employee adequate orientation to the
work, working conditions, work and production met-
hods, the use of tools and safe work practices.

12.2.6. Cooperation

Occupational safety is a matter to be managed in coope-
ration by the employer and the employees. Employees
have the right to make suggestions in matters concerning
the safety and healthiness of the workplace to the emp-
loyer. The employer must respond to such suggestions.

12.2.7 Occupational health and safety committee
A workplace in which at least 20 people work on a regular
basis must establish an occupational health and safety
committee (section 38 of the Act on Occupational Safety
and Health Enforcement and Cooperation on Occupa-
tional Health and Safety at Workplaces). An occupatio-
nal health and safety committee is the employer’s and
employees’ joint body on occupational health and safety
matters, and its task is to promote the safety and healt-
hiness of work at the workplace. An occupational health
and safety committee may also be established in a smal-
ler workplace and the establishment of more than one
occupational health and safety committee in the same
workplace is also possible if the number of employers or
employees, the nature of the work or the working condi-
tions give reasons for doing so and if it is agreed to at the
workplace.

An occupational health and safety committee is selected
for two years at a time and will include representatives
selected by the employer, employees and white-collar
employees. An occupational health and safety commit-
tee is composed of four, eight or twelve members, un-
less otherwise agreed. Likewise unless otherwise agreed,
a quarter of the representatives will be the employer’s
representatives and three quarters of the representati-
ves will be the personnel’s representatives. A half of the
representatives will be selected from among the emplo-
yees in the event that they outnumber the white-collar
employees, and vice versa. A quarter of the representa-
tives will be selected from among the smaller personnel
group.

The matters to be dealt with in the context of occupatio-
nal health and safety co-operation are specified in secti-
on 26 of the aforementioned Act. Such matters include

e any matters with an immediate effect on the safety
and health of employees and any changes thereto;

e the principles and manner of investigating risks and
hazards at the workplace and any matters that come
up in the aforementioned investigation and workp-
lace survey carried out by occupational healthcare
that have a general effect on the safety and health
of employees;
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e development targets and programmes connected to
measures aiming to maintain a capacity to work or
that support the continuance of work and other me-
asures connected to the health and safety of emp-
loyees;

e matters related to the organisation of work and
workloads that have an effect on the health, safety
and working capacity of employees and any material
changes thereto;

e the need and arrangements for training, guidance
and induction to be given to employees pursuant to
Acts enforced by the occupational safety and health
authorities;

e statistics and other follow-up information relating
to the work, work environment and the state of the
work community and describing safety and health at
work;

o follow-up of how the aforementioned matters have
been carried out, and follow-up of their effects.

The matters should be discussed in good time with re-

gard to the objectives of the co-operation, taking into

account their preparation and implementation schedule.

12.3. Employee’s occupational health and safety
obligations and rights

The Occupational Safety and Health Act imposes obliga-
tions on the employee, too. An employee must comply
with the instructions and rules given by the employer. In
all other respects as well, the employee must adhere to
orderliness, cleanliness, carefulness and caution to main-
tain safety and healthiness. The employee must also, by
the means available to him or her, take care of his or her
own safety and health and the safety and health of other
employees.

The employee must avoid the harassment and other
inappropriate treatment of other employees that is
harmful for their safety or health.

12.3.1. Elimination of shortcomings and reporting
them

An employee must, without delay, inform the employer
and an occupational health and safety representative
of any shortcomings or defects in, for instance, working
conditions, methods and tools, if they have the potential
to risk employees’ safety. The employee must also, in-
sofar as possible, eliminate any shortcomings he or she
detects that pose an obvious risk. Such cases also war-
rant a report.

For its part, the employer must inform the employee who
made the report and the occupational health and safety
representative of the measures undertaken or intended
to undertake in the case in question.

12.3.2. Right to refrain from work

If the work poses a serious risk to an employee’s own or
other employees’ life or health, the employee has a right
to refrain from the work in question.

This must be reported to the employer. The right not to
perform the work in question continues until the emplo-
yer has eliminated or removed the risk factors or other-
wise seen to safe working.

Refraining from work may limit working only to the ex-
tent necessary for the safety and healthiness of work.

12.4. Avoiding the stress factors of work

If an employee is found be stressed in work up to a point
that risks his or her health, the employer must, when it
becomes aware of the matter, take action to investiga-
te the stress factors and avoid the risk with the means
available to the employer. Stress (loading) factors may
include erroneously dimensioned tools, work premises
and tasks. Such factors may also include continuously
stressful work or some other reasons attributable to the
work’s content, or shortcomings in the management of
work, working hours or the organisation of work. Any
harassment or other inappropriate treatment directed at
an employee and harming or risking his or her health also
constitutes a stress factor. If the work demands uninter-
rupted presence or is continuously stressful, a possibility
for breaks that enable the employee to leave the works-
tation for short periods of time must be arranged.

12.5. Workstation ergonomics and work
involving display screens

The structures of workstations and the tools used must
be selected, dimensioned and placed ergonomically. In-
sofar as possible, they must be adjustable and, in terms
of their operating characteristics, be of the kind that
does not cause harmful loads or stress.

Harmful loading factors caused by work performed with
display screens must be reduced up to a point where the
work in question is as safe as possible. A workstation
must be organised in the appropriate manner from an
ergonomic point of view. In addition, one must take into
account possible risks caused to eyesight and any harm-
ful loads and stress, be it mental or physical in nature.

More detailed provisions on the organisation of work
performed with the help of display screens and on requi-
rements set for the workstations, technical equipment,
auxiliary equipment and software used in display screen
work may be issued by Government Decree.

12.6. Threat of violence and harassment

In work that entails an evident threat of violence, wor-

king conditions must be arranged in such a manner that,
insofar as possible, any incidents of violence are pre-
vented in advance. The workplace must have the security
arrangements and devices necessary to prevent violence
and a possibility to summon help.

The employer must draw up procedural instructions
for work and a workplace such as this. The procedural
instructions pay attention to the management of threa-
tening situations and on practices that enable the pre-
vention or restriction of a violent incident’s effects on
occupational safety. The functionality of the security
arrangements and devices must be checked whenever
necessary.

According to the Occupational Safety and Health Act, the
employer is primarily accountable for the work commu-
nity being free of harassment or other inappropriate tre-
atment that risks an employee’s health. In addition, the
Occupational Safety and Health Act obligates employees
themselves to avoid any kind of harassment or other
inappropriate treatment directed at other employees.
Thus both parties respectively are responsible for the
conditions of the workplace.

The Act does not define the concept of harassment or
inappropriate treatment. Harassment may mean pressu-
re, insults, exclusion, name-calling or sexual harassment
directed at an individual. Harassment may also be phy-
sical. Extreme cases involve offences sanctioned in the
Criminal Code such assault, sex offences, defamation and
work discrimination. The subject of harassment in a work
community may be an employee or a person in a super-
vising position.

A supervisor’s work-related orders or decisions made
within the framework of his or her right of direction do
not constitute inappropriate treatment. Nor are any dis-
putes or disagreements concerning interpretations rela-
ted to work usually harassment as referred to in law.

The employer has a statutory obligation to monitor the
state of the work community and make observations
about it. When observing harassment, the employer
must immediately take action to prevent the behaviour.

If, for example, an employee treats another employee
inappropriately, the latter must first himself or herself
clearly indicate to the employee that his or her beha-
viour is unacceptable. If the situation is not remedied as
a result, the matter must reported to the closest supervi-
sor. In practice, ‘employer’ means the closest supervisor
in the work community in question. The victim of inap-
propriate treatment or harassment may also report the
matter to HR management, an occupational health and
safety representative or a shop steward. The employer
may also receive the relevant report through occupa-
tional healthcare. Taking action is nevertheless always
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the employer’s responsibility. The matter and course of
events must be investigated impartially, after which the
remedial measures are determined. The supervisor must
remember to treat employees equally in all situations.
The workplace having pre-confirmed rules and procedu-
res for harassment situations of which everyone is aware
clarifies harassment incidents and makes intervention
easier.

When the bully or harasser is a customer or some other
outsider, the employer’s opportunities to get involved
are more limited. In spite of this, it is the employer’s duty
to discuss the matter within the work community and to
seek a solution on how to put a stop to the harassment
by giving instructions on what to do in similar situations
in the future.

12.7. Lone working and night work

An employer must ensure that a hazard or risk caused
by lone working is avoided or that it remains as minor
as possible. The employer must arrange an opportunity
for necessary communications between the employee
and the employer’s representative or other employees.
The employer must also ensure that the lone worker can
summon help when necessary.

A risk assessment may indicate that lone working cannot
be considered acceptable in certain tasks. This may be
the case if the workplace has been subject to numerous
robberies within a short period of time, for instance.

An employee who works nights must, when necessary,
be given the opportunity to change his or her tasks or
to perform daytime work, should this be necessary to
prevent the risk that the nature of the work in question
causes to the employee’s health.

12.8. Provisions concerning the structures of the
workplace and working environment

Ventilation and volume of workroom

The workplace must have a sufficient volume of breat-
hable air. The workplace’s ventilation must be adequate-
ly efficient and functional.

The volume and area of the workroom must be sufficient.
The room must also contain enough space for the perfor-
mance of work and any mobility required by the work.

Lighting

The workplace must be furnished with suitable and suf-
ficiently effective lighting. Employees’ ageing is one of
the factors that must be accounted for when arranging
lighting. The lighting may not cause a disturbing glare.
Insofar as possible, enough natural light must be let into
the workplace.
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Airborne impurities

If airborne impurities such as dust, smoke, gas or vapour
occur in the workplace to a degree which is injurious or
disturbing to the employees, their spread should be pre-
vented, as far as possible, by isolating the source of the
impurity or by placing it in a closed space or equipment.
The airborne impurities should be collected and remo-
ved to a sufficient degree by means of ventilation.

Chemical, physical and biological hazards

An employee’s exposure to chemical agents that cause
risk or hazard must be limited. It is particularly important
to ensure protective measures necessary for the preven-
tion of poisoning, oxygen deficiency or other serious risk.
This also applies to exposure to physical and biological
agents.

Staff facilities

Adequate and appropriately furnished facilities for wa-
shing, dressing and the keeping of clothes as well as di-
ning, break and toilet facilities and other personnel facili-
ties must be located within the workplace premises or in
its immediate vicinity. When assessing the adequacy of
the premises, one must take into account the nature and
duration of the work as well as the number of employees.

12.9. Special situations of organising work

Shared workplace

If one employer exercises the main authority at a workp-
lace and if more employers than one or more self-emp-
loyed workers than one operate there simultaneously or
successively, the employers and self-employed workers
must, taking the nature of the work and activities into
consideration, each for their part and together ensure
that their activities do not endanger the employees’ sa-
fety and health.

The employer exercising the main authority must ensure
that an external employer is provided with the necessary
information and instructions concerning the workplace’s
hazards and risk factors and policies relating to occupa-
tional health and safety. The external employer must in-
form the other employers of any hazard and risk factors
that its operations may cause in the shared workplace.

Obligations of the employer exercising main

authority

The employer exercising the main authority in a shared
workplace must see to:

the coordination of work performed by the emplo-
yers and self-employed workers in the workplace;
the organisation of the workplace’s traffic and access
arrangements;

the workplace’s general orderliness and cleanliness;
the general planning of the workplace;

the general safety and healthiness of the working
conditions and working environment.

13. EQUAL TREATMENT
IN WORKING LIFE

An employer’s obligation to treat all of its employees and job applicants equally is provided for in both the Employment
Contracts Act and the Equality Act. Equality between women and men in working life and discrimination related to
gender identity and gender expression are discussed in section 14.

The Equality Act applies to both public and private activities. The case may involve the conditions for access to self-emp-
loyment or means of livelihood, recruitment conditions, terms of employment and working conditions, personnel trai-
ning and promotion, access to training or membership or involvement in an organisation of employees or employers.

Employment Contracts Act (55/2001)
Equality Act (1325/2014)

13.1. Employer’s obligation to treat employees
equally and prohibition of discrimination

The Employment Contracts Act obligates an employer
to treat its employees equally in all respects, unless
deviating from this is justifiable when considering the
employees’ tasks and position. The Act underscores this
obligation particularly in relation to fixed-term and part-
time employees. Unequal treatment does not necessarily
constitute discrimination such as it is provided for in the
Equality Act and the Act on Equality between Women
and Men (see Chapter 14). The requirement of equal
treatment does not prevent the use of incentive remune-
ration schemes, for example, provided that the schemes
do not include discriminatory or otherwise inappropriate
determination grounds.

13.2. Scope of Equality Act

The Equality Act aims to promote equality and prevent
discrimination in both public and private activities. In ad-
dition to working life, the Act applies, in its capacity as a
general law, to any measures taken by authorities, the
production of goods and services and the organisation of
training and education.

In addition to employment and civil service relationships,
the scope of the Act also covers other legal relation-
ships comparable to employment and civil service rela-
tionships and contract work. The Equality Act is likewise
applicable to independent workers, practitioners and
freelancers and, to a limited extent, also to the legal rela-
tionships between business enterprises.

13.3. Employer’s duty to promote equality
Every employer must:
e  assess the realisation of equality at the workplace;

Such assessments must cover all grounds for discrimina-
tion and can be carried out in the form of, for instance,

personnel surveys.

e develop working conditions and operating methods
with regard to recruiting personnel and making per-
sonnel decisions.

The obligation to promote equality therefore applies to
access to training, for example, as well as to salaries, frin-
ge benefits and the division of tasks.

e employ promotion measures that are efficient, ap-
propriate and proportionate in terms of the opera-
ting environment, resources and other conditions.

What is essential is an impact on the workplace’s actual
equality.

The Act expressly forbids discriminatory job advertise-
ments. When advertising a vacant job, post or task, an
employer may not unjustifiably require applicants to
meet the characteristics or factors pertaining to a person
such as they are referred to in the Equality Act. This does
not prevent the advertisement or announcement of ap-
propriate selection criteria or qualification requirements
based on law, for example. Any advertised language pro-
ficiency requirements, for instance, must be objectively
jusitifiable.

13.4. Equality plan

An employer that regularly employs at least 30 people
must:

e draw up a plan on the measures needed to promote
equality;

The employer is responsible for preparing the equality
plan. The number of people working for the employer is
assessed in a manner equivalent to that specified in the
Act on Co-operation within Undertakings. This number
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includes any fixed-term employees who perform tasks
that fall under the scope of regular activities, part-time
employees according to headcount and regardless of
working hours, and any contract workers in the company
in question.

e discuss the promotion measures and their effective-
ness with the personnel or their representatives;

There is no specified form for an equality plan. It would
be advisable for it to discuss ways by which to map equa-
lity, the plan’s content and the grounds for discrimina-
tion, implementation schedules, responsibilities with
regard to information provided to the personnel and
follow-up to be included therein. The more concrete the
plan is, the more genuinely it will promote equality. The
plan may also function as a means to increase well-being
at work. It might be a good idea to conduct a background
investigation and survey to function as a basis for the
plan. It would also be natural for the shop steward and/
or the occupational health and safety representative to
be involved in the preparation and assessment.

e a personnel representative who participates in the
planning of equality measures is entitled, at his or
her request, to get information about the measures
the employer has undertaken to realise equality.

An equality plan can be incorporated into a gender equa-
lity plan, occupational safety and health action plan, per-
sonnel or training plan or some other workplace plan.
The employer must nevertheless be able to specify to an
occupational health and safety authority the measures it
has taken to fulfill its obligations pursuant to the Equality
Act. The first equality plan must be drawn up and comp-
leted by January 1, 2017, at latest.

13.5. Prohibition and definition of discrimination

“No-one may be discriminated against due to age, origin,
nationality, language, religion, beliefs, opinion, political
activity, union activities, family relations, health, disabi-
lity, sexual orientation or some other reason pertaining
to the person.”

The list of prohibited grounds for discrimination is not
exhaustive, in addition to which many grounds for disc-
rimination may be exhibited simultaneously. The provi-
sions on discrimination are not intended to prohibit all
drawings of distinction between people, but one must
be able to justify different treatment in a way that is ac-
ceptable in terms of the basic legal system. In addition
to the acceptability of distinction, the methods selected
must be proportionate and their real consequences must
be evaluated. Favouring a particular employee or group
of employees is prohibited if it translates, from a factual
point of view, into discrimination against other emplo-
yees.
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Discrimination is prohibited regardless of whether it is
based on a fact pertaining to the person himself or her-
self or a fact pertaining to someone else. For examp-
le, discrimination against an employee’s spouse due to
the spouse’s political activity or status as shop steward
would constitute what is referred to as discrimination by
association. Discrimination may also result from an as-
sumption, even though a person would not, in fact, be a
member of a particular religious minority, for example.

Direct discrimination refers to a situation in which so-
meone is treated, due to a reason related to the person,
more unfavourably than someone else has been, is or
would be treated. For the case to constitute discrimina-
tion, the situation must be comparable. A hypothetical
person may likewise serve as a control.

In indirect discrimination, an ostensibly equal rule, jus-
tification or practice puts someone at a disadvantage
due to a reason related to the person, except in cases
where there are acceptable objectives for the action.
In addition, such cases require the means employed to
achieve the objective to be appropriate and necessary.
An employer may not, for example, on the pretext of
work clothing, forbid employees from wearing symbols
related to nationality or religion in an attempt to discri-
minate against the employee. In practice, discrimination
may become apparent in such a way that people belon-
ging to a particular group find it, in reality, more difficult
to meet a particular condition set by their employer than
others do or find that any negative consequences apply
to them alone.

Any rule, order or obligation to discriminate given at
work is also considered comparable to discrimination.
The giver must have the authority or be in a position to
give instructions or orders that obligate the person recei-
ving the instructions or orders. Such cases may constitu-
te discrimination even if the person receiving the order
would not follow the instructions or order.

13.6. Harassment as a form of prohibited
discrimination

Behaviour or conduct that intentionally or factually of-
fends a person’s human dignity constitutes harassment if
the offending behaviour is related to prohibited grounds
for discrimination and if it creates an atmosphere that
degrades or humiliates the person or is threatening, hos-
tile or aggressive towards the person in an intent to disc-
riminate.

The employer is obligated to take action when it be-
comes aware of an employee being harassed: if the emp-
loyer fails to initiate the means at its disposal to stop the
harassment, the employer itself will be guilty of harass-
ment.

13.7. Duty to make reasonable adjustments for the
disabled

The Equality Act imposes an obligation on the emplo-
yer to make reasonable adjustments with regard to a
disabled person’s possibility to get work, perform his or
her tasks and advance in his or her working career. The
adjustment obligation may concern the physical envi-
ronment, tools and the organisation of work. The reaso-
nability is assessed from the perspective of the disabled
person and in proportion to the employer’s size, finan-
cial standing, the nature and scale of its operations and
the estimated costs and available support. The refusal of
reasonable adjustment is considered to constitute discri-
mination. The employer must give the disabled person,
at his or her request, a written report on the grounds for
its action.

13.8. General legal justifications

Different treatment is not, as a rule, discrimination, pro-
vided that the treatment is based on law. In addition, dif-
ferent treatment is conditioned on an acceptable objecti-
ve and means that are proportionate to the achievement
of this objective.

Even if different treatment had not been provided for in
the law, it is legally justified if the treatment has an ac-
ceptable objective and means that are proportionate to
the achievement of this objective from the perspective
of fundamental and human rights. Thus the requirement
of enactment by law is not absolute, particularly due to
the diversity of private operations. However, permit-
ting different treatment requires, in all circumstances,
reasons that are acceptable from the perspective of the
basic legal system.

The grounds for different treatment must nevertheless
be based on law when they concern:

1) the use of public authority or the performance of a
public administrative duty;

2) the preconditions for engaging in an independent pro-
fession or trade or support for business operations;

3) education/training, including specialisation and retrai-
ning, or being provided with occupational/professional
guidance;

4) membership or activity in an employee organisation or
employers’ organisation or some other organisation or
association the members of which represent a particular
occupation, or the benefits provided by the organisation;
5) different treatment based on ethnic origin.

Thus the limitations mentioned above under points 1-5
always require the legal justification for the unequal tre-
atment to be found in the law. Different treatment based
on nationality or race, for example, would require a se-
parate enactment by law to that end. Correspondingly, a

trade union may negotiate on benefits for its members
on the basis of legislation applicable to collective agree-
ments. In practice, a legal justification not connected to
the law may concern only private operations, not public
duties.

13.9. Legal justifications in working life

“Different treatment in an employment relationship and
an employment relationship under public law, an inter-
nship and other comparable activities as well as in rec-
ruitment and hiring is justifiable if the treatment is based
on actual and decisive criteria applicable to the nature
of the tasks and their performance and if the treatment
is proportionate to the achievement of the justified ob-
jective.”

The employer is obligated to ensure that when treating
employees differently, the legal justifications laid down
in terms of working life can be found when applying emp-
loyment contracts, for example, and the employment re-
lationship norms of collective agreements.

“Different treatment based on age or place of residen-
ce is furthermore justified, provided that the treatment
has an objectively and appropriately justified objective
pertaining to employment policies or the labour market
or if the different treatment is attributable to the confir-
med age limits required to obtain pension or disability
benefits.”

Unequal treatment related to grounds for discrimination
is, as a rule, forbidden in working life, unless it is based
on the nature and performance of the tasks involved. Ex-
ceptions to this rule are the employee’s age and place
of residence, with regard to which employment, labour
market and sociopolitical reasons may also allow for
different treatment. These are likely to provide an emp-
loyer with an opportunity to offer retirement packages
to employees of a certain age. It has been considered
permissible for a municipality to offer summer jobs for
young people who are residents of the municipality. The
place of residence, however, may not function as legal
justification when selecting employees and officeholders
for a municipality’s employment relationships.

13.10. Positive discrimination

The Equality Act permits what is referred to as positive
discrimination: proportionate different treatment factu-
ally based on the promotion of equality is not considered
discrimination. The objective in such cases must be the
prevention or removal of disadvantages attributable to
discrimination at a workplace or the more general pro-
motion of equality at work and for the benefit of people
who are in a weaker socioeconomic position. Such speci-
fic measures translating into special treatment must be
proportionate to the objectives set. Thus the prohibition
on discrimination does not prevent positive discriminati-
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on necessary to secure actual equality, i.e. measures that
improve the status and conditions of a particular group,
such as minorities.

13.11. Prohibition on countermeasures

“A person may not be treated unfavourably or in a way
that has adverse consequences for the person due to the
person having invoked the rights or obligations provided
in this Act, or because the person has been involved in
the investigation of a matter concerning discrimination
or taken other action to ensure equality.”

Prohibited countermeasures may include changing tasks
or working conditions, weakening the terms of the emp-
loyment relationship, lay-off and a termination of the
employment relationship.

13.12. Supervisory authorities

Occupational health and safety authorities deal with in-
dividual cases concerning discrimination, the prohibiti-
on on countermeasures, discriminatory job advertising,
equality plans and employers’ duty to promote [equality]
and employees’ right to receive information. To enhance
their authority, occupational health and safety authori-
ties may rely on, for instance, prohibition and default fine
procedures in accordance with the Act on Occupational
Safety and Health Enforcement and Cooperation on Oc-
cupational Safety and Health at Workplaces.

The Non-Discrimination Ombudsman is tasked with the
general and social monitoring and promotion of equality
and the prevention of discrimination. The Non-Discrimi-
nation Ombudsman can assist an employer in the plan-
ning of equality measures and a person who has been
discriminated against in court. In addition, the Non-Disc-
rimination Ombudsman’s purview includes employed
forms of work, self-employed persons and managing di-
rectors who are not in an employment relationship. The
Non-Discrimination Ombudsman also provides justified
opinions to occupational health and safety authorities
and mediation assistance, at the request of concerned
parties, in matters concerning collective and collective
bargaining agreements that do not belong to the labour
court.

The National Discrimination and Equality Tribunal may
confirm the parties’ settlement in a matter concerning
discrimination and the prohibition on countermeasures.
The National Discrimination and Equality Tribunal may
also issue opinions in matters with relevance for the Act’s
application. In matters other than those which fall under
the purview of occupational health and safety authori-
ties, the National Discrimination and Equality Tribunal
may forbid a party concerned from continuing or repea-
ting discrimination or countermeasures or order the par-
ty to take action to fulfill the obligations provided for in
the Equality Act within a reasonable prescribed period of
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time. The Tribunal may impose a default fine to enforce a
prohibition or order issued by it.

13.13. Compensation and other consequences

A person that has become subject to discrimination or
countermeasures is entitled to receive compensation for
it from the authority, employer or educational institution
or the provider of goods or services which has discrimi-
nated against or directed countermeasures at the person
in violation of the Equality Act.

Such compensation does not prevent the person from
claiming damages pursuant to the Tort Liability Act
(412/1974) or some other act. For example, a person
whose employment relationship has been terminated
on discriminatory grounds is entitled—on the basis of
a number of laws and a breach of the collective agree-
ment—to damages in addition to the compensation.

Fundamentally, an infringement of equality is equal to a
violation of basic rights and human rights. The Act does
not specify a lower or upper limit for the compensation.
The compensation must be in equitable proportion to the
nature, scope and duration of the infringement. Its deter-
mination will account for the compensation’s effective-
ness, proportionality and cautionary nature. The com-
pensation can be adjusted or not ordered in the event
that it would become unreasonable, particularly when
considering any attempts by the party that committed
the infringement to prevent or remove the action’s ef-
fects and its financial standing. The compensation should
be compared to a compensation to be awarded on the
basis of the Act on Equality between Women and Men.

A contractual term, rule or order contrary to the prohibi-
tion on discrimination or countermeasures is invalid. This
applies to any corporate rules or provisions of an emplo-
yment contract or collective agreement in conflict with
the Equality Act. A court may also amend a contract or
agreement, or order the contract or agreement to be-
come void, provided that this is reasonable.

13.14. Period for claims and burden of proof

A person who considers that he or she has been discrimi-
nated against or become the target of countermeasures
may claim compensation in a district court or request a
district court to declare the discriminatory terms as in-
valid. A claim concerning discriminatory action must be
filed with a district court within two (2) years. This pe-
riod for claims is counted as of the moment of the in-
fringment or as of the moment when the harassment has
been brought to the employer’s attention. If the action
is continuous, the period of claims is counted as of the
moment when the prohibited action has ended. In hiring
based on an open application process, however, the pe-
riod of limitation is one (1) year as of the moment when

the person concerned becomes aware of the discrimina-
tory selection.

When a matter pertaining to discrimination or counter-
measures is being considered by a court or some other
authority, the employee concerned must present an ac-
count of the factors on which his or her claim is based. If,
during such a consideration, the factors presented give
reason to believe that the prohibition on discrimination
or countermeasures has been infringed, the counterpar-
ty must prove that the prohibition has not been infringed
to disprove this assumption. While the claimant’s burden
of proof has been reduced in the Equality Act, a mere
claim or suspicion of discrimination will not suffice: the
employee must be able to present objective evidence on
the justification of the assumption of discrimination.
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14. EQUALITY BETWEEN WOMEN
AND MEN IN WORKING LIFE

The purpose of the Act on Equality between Women and Men is to prevent gender-based discrimination and to pro-
mote equality between women and men and thus to improve women's status, particularly in working life. The Act also
aims to prevent discrimination based on gender identity or gender expression. Section 13 contains information on an

employer’s duty to treat all its employees equally.

The Act on Equality between Women and Men (609/1986)

14.1. Scope of application

In addition to employment and civil service relationships,
the scope of the Act also covers other legal relationships
comparable to employment and civil service relation-
ships and contract work.

The Act on Equality between Women and Men is applied
to independent workers, practitioners and freelancers
when the individual in question derives income mainly
through his or her skills alone. A further criterion requi-
res work to be performed in conditions similar to those in
employment relationships.

The scope of the Act also encompasses the managing
directors of limited liability companies and cooperative
societies, as long as they are not the company’s owners
at the same time. In such cases, the clients or principals
of the aforementioned persons are subject to the provi-
sions of the Act on Equality between Women and Men
concerning employers.

The Act’s employer provisions also apply to a company
that hires labour from another employer (user enter-
prise) when the company exercises the authority of an
employer. The user enterprise is obligated to prevent ha-
rassment and to intervene in any harassment of which it
becomes aware. It is obligated to distribute tasks in such
a way that individuals are not placed in unequal positions
on the basis of gender. However, the user enterprise is
not responsible for the decisions that the company that
hires out the labour makes in its capacity as an employer.
If, for example, the employment relationship of a preg-
nant employee of the company that hires out labour is
terminated, the party responsible for this is the company
that hires out labour.

Gender identity refers to a person’s own perception of

his or her gender. Gender expression, on the other hand,
refers to the expression of gender with clothing, beha-
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viour/conduct or some other comparable manner.

14.2. Authorities and educational institutions’
duty to promote equality

In all their activities, authorities must promote equality
between women and men purposefully and systemati-
cally. They must create and consolidate administrative
and operating practices that ensure the advancement
of equality between women and men in the preparatory
work undertaken on different matters and in decision-
making. In particular, circumstances that prevent the at-
tainment of gender equality must be changed.

The promotion of equality between women and men
must be taken into account in the availability and supp-
ly of services. This refers to the services provided by an
authority or a private entity which the authority offers
as public services. Examples include social, educational,
cultural, employment, traffic and leisure time services,
whether they are statutory or discretionary. The law im-
poses special obligations on the organisers of public and
private education alike. An equality obligation has also
been imposed on the composition of public administrati-
on and bodies or institutions that exercise public authori-
ty: in principle, there must be at least 40 per cent of both
genders in any public body or institution named in the
law, unless some special reason otherwise dictates. The
representative bodies of municipality- or state-owned
enterprises are also subject to an equality obligation.

14.3. Employer’s duty to promote gender equality

Every employer must promote equality between women
and men within working life in a purposeful and systema-
tic manner by:

acting in such a way that job vacancies attract appli-
cations from both women and men;
promote the equitable recruitment of women and

men in the various jobs and create for them equal op-
portunities for career advancement;

promoting equality between women and men in the
terms of employment, especially in pay.

On the basis of the salary statistics included in the pay
survey explained in more detail below, the employer is
obligated to operate in a way that allows for the review
and adjustment of the possible wage discrimination situ-
ations revealed by the statistics.

The employer must develop working conditions to
ensure they are suitable for both women and men.

The employer must facilitate the reconciliation of
working life and family life for women and men by
paying attention especially to working arrangements.

In practice, points 4-5 refer particularly to working hour
and annual holiday arrangements as well as to the gran-
ting of family and job alternation leave. The employer
must, insofar as possible, take into account the needs re-
lated to employees’ family situations. The provision does
nevertheless not interfere with the employer’s right to
supervise work.

The employer has a duty to act in a manner that
prevents the occurrence of discrimination based on
gender. This also applies to sexual harassment and
discrimination based on gender identity and gender
expression.

An assessment of an employer’s obligation to promote
gender equality in working life will take into account the
resources available and any other factors with relevance
for the matter. A limitation should be construed narrow-

ly.

14.4. Gender equality plan and survey of diffe-
rences in pay

If an employer regularly has an employment relationship
with more than 30 employees, it must draw up a gen-
der equality plan at least every other year. The plan must
include measures concerning particularly pay and other
terms of employment that promote gender equality. The
gender equality plan may be incorporated into a person-
nel and training plan or an occupational safety and health
action plan and may include an equality plan. The plan
aims to instil the equality perspective and mindset into
all planning, preparation and decision-making concer-
ning the personnel and the working environment.

The gender equality plan must be drawn up in cooperati-
on with a shop steward, employee representative, occu-
pational health and safety representative or other repre-
sentatives designated by the personnel. Its preparation is

subject to the Act on Co-operation within Undertakings.

An assessment of the gender equality situation in the
workplace, including details of the employment of
women and men in different jobs and a survey of the
grades of jobs performed by women and men, the
pay for those jobs and the differences in pay concer-
ning the entire personnel.

The gender equality situation can be investigated by, for
instance, studying recruitment practices and the princip-
les of recruitment as well as statistics on pensions, trai-
ning days, family leave, industrial accidents and absences
due to illness. The gender equality situation may also
be gauged with the help of a workplace climate survey.
This allows the employer to investigate attitudes towards
gender equality, the occurrence of harassment and prob-
lems related to the reconciliation of family and working
life.

The investigation can function as a basis for the joint de-
cisions of the employer and personnel representatives
on measures to promote gender equality and on how to
implement such measures. However, the employer is ne-
vertheless responsible for the gender equality plan mee-
ting the requirements of law and for the plan to contain
an analysis of the employment of women and men in dif-
ferent jobs and a pay survey.

The survey of differences in pay helps to ensure that the-
re are no unjustified differences in pay between women
and men in the employer’s service performing equivalent
work. The pay survey must cover all of the employer’s
employees, across the borders of personnel groups. It
must also cover any part-time and fixed-term employees
and employees with a contractual salary. The law requi-
res a calculation of mean pay in terms of every group sur-
veyed. Including various increments and bonuses in the
survey will also work for the benefit of equal pay. The
pay survey is drawn up in such a way that the salary de-
tails of individuals are not apparent. Wage secrecy is pro-
tected by the Personal Data Act and the private sector’s
salary details are not public.

If the examination of groups formed on the basis of a job’s
degree of difficulty or the tasks involved or some other
grounds uncovers clear differences in the pay between
women and men, the employer must investigate the
reasons and justifications for such differences. The equal
pay obligation applies to equivalent jobs even when the
work is very different, provided that they can be conside-
red as demanding. When assessing how demanding a job
is (i.e. its degree of difficulty), attention should be paid
to, for instance, the training and competence required
by the work and the degree of responsibility and stress
involved and the working conditions.
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If the workplace employs a pay system, the differences
uncovered are investigated with a review of the central
elements of pay. Regarding differences in pay, attention
should be paid to how clear and systematic such diffe-
rences are, even if they were small. It would be worthw-
hile to identify, in this context, whether the classification
concerning the degree of difficulty has been performed
in a sustainable way to begin with.

Compliance with different collective agreements cannot
be considered a valid reason for different sized pay for
equivalent work. The employer is responsible for the
non-discriminatory nature of pay, even if the pay survey
would not uncover gender-based differences in pay.

The reasons for differences in pay may relate to a job’s
degree of difficulty, personal performance, special res-
ponsibilities, inconvenient working hours, an employee’s
versatility, working conditions, organisational changes
and market factors. If there is no acceptable reason for
differences in pay, the employer must undertake the ap-
propriate corrective measures. The employer must inves-
tigate and remedy pay discrimination swiftly. Corrective
measures may also be included in the gender equality
plan. A shop steward, employee representative or some
other personnel representative may also initiate measu-
res to manage situations of pay discrimination based on
a pay survey.

Planned measures for promoting gender equality and
achieving equality in pay.

The purpose of the measures is to improve the equal ca-
reer development opportunities of women and men and
to implement equality in on-the-job training, working
conditions, pay and the equitable use of family leave. The
measures may also influence attitudes towards gender
equality and harassment. In addition to the measures, it
is important to agree on goals, means and schedules.

The gender equality plan can include both short-term
and long-term goals. Short-term goals may include the
improvement of working conditions, for example. Long-
term goals may consist of increasing the number of wo-
men in management positions or the elimination of un-
founded differences in pay.

A review of the implementation of measures included
in a previous gender equality plan and their results.

The review is employed in monitoring the realisation of
the plan, but also functions a basis for the next plan.

If a gender equality plan is drawn up in all other respects
once a year, a local agreement may stipulate a pay survey
to be conducted every three years. The employer must
inform the personnel of the gender equality plan and its
updating.
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14.5. Direct and indirect discrimination on
the basis of gender, gender identity or gender
expression

Both direct and indirect discrimination based on gender,
gender identity or gender expression is prohibited.

Direct discrimination means treating women and men
differently on the basis of gender or for reasons of preg-
nancy or childbirth, or treating people differently on the
basis of gender identity or gender expression.

If an employer does not intervene in harassment of which
it has become aware, the case involves prohibited discri-
mination, i.e. different treatment on the basis of gender.

When the reason for the discrimination is pregnancy, the
person is being treated less favourably than some other
person on the basis of gender. The comparison requires
a comparable situation between the persons and it can
be done in relation to a previously prevalent or purely
hypothetical treatment.

In indirect discrimination, the reason may, at first glance,
seem gender neutral. Indirect discrimination neverthe-
less takes place if such action actually puts persons at a
disadvantage on the basis of gender, gender identity or
gender expression.

The expression “based on gender/on the basis of gender”
also covers grounds with an indirect link to gender, such
as family responsibilities and parenthood. In such cases,
the comparison is not directed at persons of the opposi-
te sex, but at persons to whom the grounds in question
does not apply.

Discrimination is prohibited regardless of whether it is
based on a fact or assumption pertaining to the person
himself or herself or some other person. An example of
such discrimination by association would be a situation
where an employee’s employment relationship was ter-
minated on the grounds that his or her spouse is under-
going a sex-change operation.

The Act on Equality between Women and Men includes
a special legal justification applicable to both situations
involving direct and situations involving indirect discrimi-
nation. The actions found discriminatory above do not
constitute discrimination if they aim at an acceptable
goal and if the means chosen are appropriate and neces-
sary in relation to that goal.

14.6. Gender discrimination in working life

The prohibition of discrimination in the Act on Equality
between Women and Men is complemented with a pro-
vision concerning discrimination in working life. The ac-
tions of an employer constitute discrimination prohibited
under the Act on Equality between Women and Men in,

for example, the following cases.

Upon employing a person or selecting someone for
a particular task or training, the employer bypasses a
more qualified person of the opposite sex in favour of
the person chosen.

This is not, however, considered discrimination if the
employer’s action is attributable to some other accep-
table reason and not due to gender, or if the action is
based on weighty and acceptable grounds related to the
nature of the job or the task.

The wording “other acceptable reason and not due to
gender” refers primarily to a difference in the personal
suitability of the selected person and the person who
was not selected.

“Weighty and acceptable grounds related to the nature
of the job or the task” must have a genuinely close and
appropriate connection to the work or task to be per-
formed. Given that this involves an exception to a right
conferred on an individual, the legal justification must be
interpreted narrowly: only grounds acceptable according
to common standards can justify a departure from the
equality requirement in selection situations.

The employer, upon employing a person or selecting
someone for a particular training or determining the
terms of an employment relationship, acts in such a
way that the person finds himself or herself in a less
favourable position on the basis of pregnancy or
childbirth or some other gender-related reason.

It is worth noting, in this respect, that the prohibition
of discrimination is also applied when making decisions
concerning the employment relationship’s pay and other
terms of employment.

The employer applies the pay and other terms of
employment in such a way that one or more emp-
loyees find themselves in a less favourable position
than one or more other employees in the employer’s
service performing the same work or work of equal
value.

The comparison may also involve a hypothetical emplo-
yee, provided that the employer’s treatment of this per-
son can be shown.

For example, the terms of employment of employees
who have taken family leave may not be weakened when
they return to work. The employee who returns to work
must be provided with all improvements to the terms of
employment implemented during the absence.

The employer manages the work, distributes tasks or

otherwise arranges the working conditions in such a
way that one or more employees find themselves in a
less favourable position than other employees on the
basis of gender.

The Employment Contracts Act provides for the right of
the employee who returns from family leave to return
to work.

The employer gives notice on, cancels or otherwise
discontinues an employment relationship, or trans-
fers or lays off one or more employees on the basis
of gender.

The duration of, for instance, a fixed-term employment
contract may not be limited or left without renewal due
to the employee’s pregnancy or family leave.

The employer is not considered to have violated the disc-
rimination prohibition referred to in subsections 2-5 of
the Act if the action aims to achieve an acceptable goal
and if the means chosen are acceptable and necessary in
relation to this goal. The law considers gender identity
and gender expression equal to gender.

14.7. Sexual and gender-based harassment

Sexual harassment, which means harassment based on
gender, as well as an order or instructions to engage in
gender-based discrimination constitute discrimination as
referred to in the Act on Equality between Women and
Men.

Sexual harassment, which means harassment and mo-
lestation based on gender, is prohibited discrimination.
Harassment based on gender and unwanted behaviour
of the kind that is based on gender but not sexual in na-
ture, is also prohibited. Such cases may involve degrading
speech targeting the opposite sex and other degrading
or demeaning of the opposite sex. When workplace bul-
lying is based on the gender of the bullied person, the
case constitutes prohibited harassment based on gender.
The law considers gender identity and gender expression
equal to gender.

An order or instructions to engage in gender-based disc-
rimination also constitutes discrimination. The person
guilty of discrimination is the person in a position of aut-
hority who gives the order, regardless of whether this or-
der leads to a discriminatory action or not.

The employer must intervene in sexual or gender-based
harassment of which it has become aware. Should the
employer fail to take action to eliminate or remove the
harassment, its failure constitutes discrimination prohi-
bited under the Act on Equality between Women and
Men. The employer’s obligation applies to the harass-
ment met by an employee at work. Situations outside
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work and working conditions remain beyond the scope
of this obligation.

The harasser holds primary responsibility for the ha-
rassment. The responsibility for the elimination of the
harassment transfers to the employer when it has been
made aware of the harassment. The employer may con-
front the harasser over the behaviour and prevent him or
her from continuing the harassment.

The harasser may sometimes be the employer, such as
a managing director or a member of the board of direc-
tors. In such cases, the person harassed need not make a
separate report about the harassment to another repre-
sentative of the employer for the action to be considered
prohibited discrimination. However, in such cases, the
harassed person does have an obligation to express to
the harasser how offensive and unpleasant such beha-
viour is, unless there are special reasons for not doing
so. In the event that the employer neglects its duty to
eliminate sexual harassment or molestation, the case
constitutes prohibited discrimination that falls within the
scope of a compensatory consequence.

14.8. Employer’s countermeasures

The action of an employer also constitutes discrimination
prohibited under the Act on Equality between Women
and Men if a person is given notice or otherwise treated
less favourably after she or he has appealed to a right or
obligation laid down in said Act or taken part in investiga-
ting a matter concerning gender discrimination.

Any witnesses and persons who provided assistance in
the matter are also protected against countermeasures.
The protection against countermeasures also concerns
the time subsequent to an employment relationship.
The employer’s countermeasure targeted at a former
employee constitutes discrimination resulting in a com-
pensatory consequence also when it occurs once the
employment relationship has already ended. It is also
prohibited to target countermeasures at a job applicant
who has applied for a job with the employer earlier and
appealed to the Act on Equality between Women and
Men at the time. Due to the countermeasures, the com-
pensatory consequence (penalty) may only be sentenced
as payable by the employer.

14.9. Actions that do not constitute
discrimination as referred to in the Act on
Equality between Women and Men

The special protection of women because of pregnancy
or childbirth does not constitute discrimination based
on gender as referred to in the Act on Equality between
Women and Men. The special treatment of women is al-
lowed only on the grounds of protection. Even in such
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cases, the need for special protection may not lead to
discrimination. The different treatment of women and
men due to biological differences is allowed only when
the reason for it is the protection of the woman or foetus
because of reasons related to health or safety.

Nor does an action based on a plan aiming to implement
the Act on Equality between Women and Men constitute
gender-based discrimination.

14.10. Burden of proof

When a matter in which a person claims to have been
discriminated against on the basis of gender is conside-
red in a court of law or by another competent authority,
the defendant must prove that equality between women
and men has not been violated, but that the action has
been based on some other acceptable reason and not
due to gender. The provision does not apply to a criminal
matter, in which the burden of proof lies solely with the
injured party.

The principal rule in matters concerning the Act on Equa-
lity between Women and Men is the principle of the allo-
cation of burden of proof. The plaintiff’s burden of proof
is reduced with regard to facts in terms of which conven-
tional requirements of evidence endanger the effective
implementation of discrimination prohibitions and which
are known to or may be decided upon by the defendant,
in which case the defendant is in a better position to pro-
ve them than the plaintiff.

If, for example, in a matter concerning pay discriminati-
on, a female employee proves, in terms of comparatively
many employees, that the average pay of female emp-
loyees is lower than that of male employees, it is for the
employer to prove that its salary payment practice is not
discriminatory.

14.11. Employer’s obligation to report on its
action

An employer must, upon request and without delay, pro-
vide anyone who considers that she or he has been disc-
riminated against in, for example, recruitment, a written
report on its actions.

A shop steward or some other representative of the emp-
loyees has an independent right to information related to
an individual employee’s pay and terms of employment
at the employee’s consent, when there is reason to sus-
pect pay discrimination based on gender. The shop ste-
ward or other employee representative has the right, in
cases involving suspected pay discrimination, to gain ac-
cess to information concerning an employee group wit-
hout the employees’ consent. The information pertains
to the group’s average wages. The employee representa-
tives may not disclose information pertaining to pay and

terms of employment to others. See section 14.14. for
further information on providing gender equality autho-
rities with information.

The report may not include information about health or
any other information concerning personal conditions
without the consent of the person in question.

14.12. Compensation according to the Act on
Equality between Women and Men

The violation of prohibitions concerning, among other
things, discrimination in working life, an employer’s
countermeasures and harassment in workplaces result
in an obligation to pay compensation to the injured par-
ty under the Act on Equality between Women and Men.
The compensation is exempt from tax. However, if such
compensation is agreed on without a settlement confir-
med by a court of law, the compensation is taxable in-
come.

The minimum amount of such compensation is €3,240.
The sum may be reduced or it may not be collected at all
if the violator’s financial standing is poor and if the viola-
tor has made a genuine effort to prevent the discrimina-
tion. The compensation may be reduced in, for example,
cases where the employer has drawn up a gender equa-
lity plan and the discrimination has become apparent
when assessing the gender equality situation.

No maximum amount has been determined for the com-
pensation, with the exception of a recruitment situation,
in which case the maximum compensation to be paid is
€16,210.

A determination of compensation must account for the
severity of the discrimination as well as for its extent and
duration. If the same action has already resulted in pe-
cuniary consequences by virtue of some other act, this
should also be taken into account.

The compensation does not constitute damages. Awar-
ding it does not require the violator’s intent or negli-
gence, which may have significance when considering
the amount of the compensation. The payment of the
compensation does not prevent the injured party from
also claiming damages for financial loss under the Tort
Liability Act or some other Act, such as the Employment
Contracts Act.

Compensation must be claimed by legal action brought
at the district court within whose judicial district the
employer has its general forum. The action must be
brought within two years of the discrimination prohibi-
tion being violated. In cases concerning recruitment, the
period for claims is shorter: the action must be brought
within a year of the violation of the discrimination pro-
hibition. All claims for compensation pertaining to the

same action must be dealt with in the same proceedings
as far as possible.

14.13. Prohibition on discriminatory vacancy
announcements

Announcements of job vacancies or education or training
places may not invite exclusively applications from either
women or men, unless there is a weighty and acceptable
reason for doing so related to the nature of the job or
task, or unless it is based on a plan aiming to implement
the Act on Equality between Women and Men.

14.14. Provision of information
to gender equality authorities

The Ombudsman for Equality has the right to receive all
information necessary for the supervision of compliance
with the Act on Equality Between Women and Men from
everyone. The Ombudsman must receive the informati-
on within a reasonable period of time specified by the
Ombudsman. As a means of enforcing this obligation, the
Ombudsman for Equality may impose a default fine, the
payment of which will be ordered by the National Discri-
mination and Equality Tribunal.

Upon the request of an employee who suspects that pay
discrimination has occurred, the shop steward or other
employee representative has the right to obtain infor-
mation on the pay and terms of employment of an indi-
vidual employee. This information is received from the
Ombudsman for Equality when the individual employee
has not given his or her consent to the disclosure of pay
information. The Ombudsman for Equality will request
the information from the employer. At the same time,
the employer is given a chance to present its opinion
on the suspected discrimination. The Ombudsman for
Equality delivers the information to the shop steward or
other representative without delay and in no case later
than within two months of receiving the request. The
prerequisite for such disclosure is the Ombudsman’s as-
sessment that there is reason for suspicion. If the Om-
budsman for Equality refuses to give the requested in-
formation, the employee representative may bring the
matter before the National Discrimination and Equality
Tribunal.

The Ombudsman for Equality has the right to conduct a
necessary inspection at the workplace if there is reason
to suspect that actions contrary to the Act on Equality
between Women and Men have been taken there.

14.15. Guidance and advice provided by gender
equality authorities

Anyone who suspects that she or he has become the vic-
tim of discrimination as referred to in the Act on Equality

YTN Employment Relationship Guide 69



kotipaikka.Kanne

between Women and Men may request guidance and
advice on the matter from the Ombudsman for Equality.
The guidance and advice should aim to prevent a conti-
nuation or recurrence of the unlawful practice.

Upon finding that an employer or educational institution
is neglecting its obligation to draw up a gender equality
plan despite the guidance and advice, the Ombudsman
may impose a reasonable time limit within which the ob-
ligation must be met.

The National Discrimination and Equality Tribunal may
prohibit the continuation of the action under threat of a
default fine, if necessary, when the case concerns a vio-
lation of the discrimination prohibition, the prohibition
of discrimination in working life, the prohibition of ha-
rassment occurring in workplaces and the prohibition of
discriminatory vacancy announcements. At the request
of the Ombudsman for Equality, an employer may be im-
posed with an obligation to draw up a gender equality
plan. If necessary, this obligation may be enforced with
a penalty payment.
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15. FREEDOM OF ASSOCIATION
AND FREEDOM OF ASSEMBLY

The Constitution of Finland contains general provisions on the freedom of association. Alongside the Constitution of
Finland, Chapter 13, section 1 of the Employment Contracts Act provides for occupational freedom of association. In
addition, the right is recognised in YTN's collective agreements. The Constitution also guarantees everyone the right of
assembly, or the right to organise meetings and the right to participate in them.

The Constitution of Finland (731/1999)
Employment Contracts Act (55/2001)

15.1. Freedom of association

Freedom of association secures for both employees and
employers the right to establish a lawful association, to
belong and be active in such an association and, on the
other hand, a right not to belong to an association.

Freedom of association also entails that the exercise of
the freedom may not have harmful effects. This is provi-
ded for in, for instance, Chapter 2, section 2 of the Emp-
loyment Contracts Act, according to which an employer
may not, without a justified reason, treat employees
differently due to membership in a trade union, and in
Chapter 7, section 2 of said Act which concerns grounds
for termination and according to which participation in
the activities of an association or an industrial action pur-
suant to the Collective Agreements Act or executed by
the association does not constitute acceptable grounds
for termination.

Thus participation in trade union activities or not parti-
cipating in them do not constitute justified grounds for
dismissal, not being selected for a job or for different tre-
atment in working life.

An agreement that restricts freedom of association —and
therefore reduces the statutory rights of employees or
the employer — is invalid by virtue of the Employment
Contracts Act and does not have a binding effect.

In addition, any action contrary to the principle of free-
dom of association may lead to liability for damages and
punishment. In addition, an employer that acts contrary
to the discrimination prohibition may be obligated to pay
a compensation the amount of which should be equitab-
le in relation to the seriousness of the action, as referred
to in the Equality Act. The seriousness of the action is as-
sessed by accounting for the nature, scope and duration
of the infringement.

15.2. Freedom of assembly

On the basis of the aforementioned, employees, in addi-
tion to and alongside the freedom of association, have
the right to organise meetings related to trade union ac-
tivities without a permission given by their employer or
some other party and a right to participate in such mee-
tings.

The employer is, under the Employment Contracts Act,
obligated to allow employees and their occupational or-
ganisations to use the employees premises free of charge
for the purpose of managing occupational matters and
matters related to employment relationships and workp-
lace conditions as well as organisational activities during
lunch and other breaks and outside working hours, provi-
ded that the employer has premises suitable for such ac-
tivities in the first place and that the exercise of freedom
of assembly does not cause inconvenience or harm to the
employer’s operations.

The employer’s obligation to allow its premises to be
used for the aforementioned purpose is independent of
the number of employees and their degree of unionisa-
tion, due to which the employer must allow its premises
to be used also by employees who do not belong in trade
unions and form a minority of the workplace’s personnel.
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16. PERSONNEL REPRESENTATIVES

Personnel representatives include shop stewards, employee representatives, contact persons, occupational health and
safety representatives, personnel representatives in administration (see section 17), representative bodies in European
Companies (see section 20) and cooperation representatives (see section 21). This section discusses the concept, (s)
election and protection of a shop steward, employee representative, contact person and occupational health and safety

representative.

Shop stewards and contact persons are personnel representatives based on collective agreements and may be selected
only on the basis of a collective agreement. The position and selection of employee representatives and occupational
health and safety representatives, on the other hand, are based on law.

Employment Contracts Act (55/2001)

Act on Occupational Safety and Health Enforcement and Cooperation on Occupational Safety and Health at Workp-

laces (44/2006)

16.1. Shop steward

Shop steward usually means a representative selected by
employees from among themselves on the basis of a col-
lective agreement, whose task is to act as the represen-
tative of employees subject to the collective agreement
—including, in other words, employees who are not orga-
nised or who belong to an employees association other
than one which has made the collective agreement. De-
pending on the collective agreement in question, a shop
steward can also be called an employee representative
or contact person. Regarding YTN’s bargaining sectors,
a shop steward for upper white-collar employees may
be selected in the technology industry and in the design,
consulting, energy, financing, information, chemical,
data communications industries and in private sector la-
boratories.

A shop steward’s primary task is to represent individual
employees and employee collectives in matters concer-
ning the application of labour legislation and collective
agreements. In addition, the shop steward’s tasks in-
clude the promotion of relations between the employer
and the employees. The shop steward should also main-
tain the negotiation and cooperation activities between
the company and its personnel. The shop steward must
be present in discussions concerning the company’s de-
velopment.

The shop steward furthermore has some tasks provided
for in labour legislation, such as representing employees
in preparatory investigations, hearings and negotiations
based on the Act on Co-operation within Undertakings
leading up to lay-offs or terminations due to the scarcity
of work as well as acting as an adviser to an individual
employee in a hearing preceding the cancellation of an
employment relationship and a notice attributable to the
employee.

The shop steward also has the right, within the frame-
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work of the law and the collective agreement, to make
local agreements that are binding on the upper white-
collar employees he or she represents. Such agreements
may concern the arrangement of regular working hours,
the employer’s right to have additional overtime done
and the temporary shortening of daily rest periods. In
addition to collective (bargaining) agreements, the Act
on Co-operation within Undertakings and the Working
Hours Act, provisions on the tasks of shop stewards are
included in many other Acts related to labour laws, such
as in the Employment Contracts Act and the Annual Ho-
lidays act.

16.2. Employee representative

In the event that the employees of a particular personnel
group in the employer company do not have a shop ste-
ward selected on the basis of a collective agreement due
to the absence of a collective agreement or some other
reason, these employees may, by virtue of the Emplo-
yment Contracts Act, select an employee representative
from amongst themselves.

The employee representative is tasked with taking care
of the tasks of an employee representative provided in
labour legislation. In addition, the employees may, with
a separate majority decision, authorise the employee
representative to represent them in matters pertaining
to employment relationships and working conditions, de-
fined in the decision in question. The relevant decision
may be made as early as when selecting the employee
representative.

An employee representative is secondary with regard
to a shop steward selected on the basis of the collecti-
ve agreement and the representative’s field of duties is,
as a rule, more limited than that of a shop steward. The
tasks of an employee representative do not include the
supervision of compliance with a collective agreement.
Nor can the representative make a valid local agreement

on the reduction of employees’ benefits deriving from
mandatory legislation on the basis of a provision in a ge-
nerally applicable collective agreement.

16.3. Contact person

For industries that do not have a valid collective agree-
ment between YTN and an employer’s association/fede-
ration, upper white-collar employees may choose from
among themselves a contact person in accordance with
the basic agreement between YTN and the Federation
of Finnish Technology Industries adhered to by YTN and
the Confederation of Finnish Industries (EK). The contact
person acts as the representative of the upper white-
collar employees in employment relationship matters
that concern the employees collectively and as the rep-
resentative of a personnel group referred to in the Act on
Co-operation within Undertakings in matters pertaining
to co-operation. A contact person selected on the basis
of the basic agreement may represent upper white-collar
employees in issues related to individual employment re-
lationships as well as in the making of a local agreement
only pursuant to a separate authorisation. Nor is the
contact person qualified to manage the aforementioned
tasks of an employee representative provided in law, un-
less he or she has also been selected to act as an emp-
loyee representative by way of a separate procedure. A
contact person is not protected against termination.

16.4. Occupational health and safety
representative

The employees of a workplace which regularly employs
at least ten people must select from among their num-
ber an occupational health and safety representative and
two deputy representatives for two calendar years at a
time to represent the employees in co-operation related
to occupational health and safety and in their relations
with occupational health and safety authorities. The
workplace’s salaried employees have the right to choose
from among their number their own occupational health
and safety representative and two deputy representati-
ves.

When employees working for different employers work
in the same workplace, they have the right to elect a
common occupational health and safety representative
to represent them. If the workplace has a shop steward
or contact person elected on the basis of a collective
agreement or an employee representative as per the
Employment Contracts Act, the occupational health and
safety representative represents the employees solely in
matters concerning the safety and healthiness of work,
unless he or she has been elected to take care of both
tasks.

The employer must ensure that the occupational health
and safety representative and deputy representatives

are provided with the opportunity to receive suitable
training on provisions and instructions pertaining to oc-
cupational health and safety and on other issues related
to the management of the relevant tasks.

The planning and arrangement of the representative’s
training must be discussed in the appropriate manner
and at an early enough stage between the employer and
the employees or their representative. The training must
take place during working hours, unless otherwise ag-
reed in the collective agreement. The training may not
incur costs to the occupational health and safety repre-
sentative or the deputy representatives.

The occupational health and safety representative in en-
titled, for the purposes of carrying out his or her tasks,
to review documents and lists which the employer must,
according to occupational health and safety provisions,
maintain. He or she also has the right to study opinions
and research data concerning the safety and healthiness
of work and to receive copies of all of the aforementio-
ned documents. This also applies to the agreement on
occupational healthcare made between the employer
and the occupational healthcare service provider or a
description drawn up by the employer on the occupatio-
nal healthcare it organises as well as to the action plan
for occupational healthcare.

The occupational health and safety representative may
not neglect his or her obligations arising from the emp-
loyment relationship due to the representative’s tasks.
The employer may not, without a valid reason, refuse to
relieve the occupational health and safety representative
from his or her regular work for such a reasonable period
of time as is necessary for the representative to take of
the representative’s tasks. The employer must compen-
sate the occupational health and safety representative
for any loss of income attributable to the occupational
health and safety tasks he or she has carried out during
working hours.

The employer must pay a reasonable compensation for
any necessary occupational health and safety-related
tasks taken care of outside working hours and reported
to the employer or its representative by the occupatio-
nal health and safety representative. The occupational
health and safety representative is similarly protected
against termination as a shop steward and employee
representative is.

If work causes an immediate and serious threat to an
employee’s life or health, the occupational health and
safety representative has the right, barring some limita-
tions, to suspend the work with regard to the employees
he or she represents. When possible, taking into account
the nature of the risk and other conditions, the occupa-
tional health and safety representative must inform the
employer or its representative of the suspension of work
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in advance and, in any case, as soon as this can be donein
a safe way. The employer may order the work to continue
after it has made sure that there is no risk. The emplo-
yer must immediately inform the relevant occupational
health and safety authority in writing of its actions and
the grounds thereto.

16.5. Selection of personnel representatives

Barring a few exceptions, YTN'’s collective bargaining ag-
reements do not contain provisions on the selection met-
hod for shop stewards but, in principle, a shop steward
can be selected with a vote or with a unanimous decision
from among the candidates who have consented to the
task and meet the criteria specified in the collective ag-
reement.

Given that the vote can be executed in a number of dif-
ferent ways, it is advisable to choose the method best
suited for the conditions of the workplace in question,
such as an election meeting, a mail or e-mail vote or a
ballot. However, when deciding the election method,
one must make sure that the selected method guaran-
tees all eligible upper white-collar employees a chance to
take part in the shop steward election.

Following the election, the employer, one’s own asso-
ciation and YTN must be notified of the elected shop
steward in writing. In the case of YTN, the notification
is submitted by way of an electronic form, available at
www.ytn.fi/Imilmoitus.

16.5.1. The technology industry and the consulting
sector

In accordance with the collective agreement for upper
white-collar employees working in the technology in-
dustry, the shop steward’s sphere of activities must be
discussed in cooperation with the employer company’s
management before a shop steward and deputy shop
steward is elected for the company or workplace for
the first time. This is also the occasion for specifying the
practical arrangement related to the election procedure.

The collective agreement for upper white-collar emplo-
yees in the consulting sector requires the need for a shop
steward to be discussed when electing the shop steward
and deputy shop steward for the first time. Such first-ti-
me elections also require an investigation of whether the
company’s or workplace’s upper white-collar employees
support the election of a shop steward, since the election
of a shop steward for a workplace requires the support of
a substantial part of the upper white-collar employees.
YTN'’s other bargaining sectors do not have agreements
on the aforementioned procedures, due to which they
need not be complied with either.

Since an employer does not have the right to prevent the
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election of a shop steward, said election does not require
the employer’s consent or approval, even in the techno-
logy industry or the consulting sector, despite the fact
that the need for a shop steward must be discussed with
the employer. Nor does the aforementioned discussion
need to be repeated on the occasion of subsequent shop
steward elections.

In the technology industry and consulting sector, the
shop steward for upper white-collar employees is elected
from among those upper white-collar employees of the
workplace who fall within the scope of the collective
agreement and belong to the association bound by the
agreement and familiar with the workplace’s conditions.
Thus the person elected as shop steward must belong
to the personnel group of upper white-collar employees
and, furthermore, be a member of an YTN affiliate.

However, the election must be open to all upper white-
collar employees of the workplace, regardless of which
association they have aligned with or whether they are
organised at all. This being the case, upper white-collar
employees belonging to some association other than an
YTN affiliate as well as unorganised upper white-collar
employees must be given an equal chance to participate
in the election of a shop steward in the technology in-
dustry and consulting sector.

In contrast, only upper white-collar employees aligned
with YTN affiliates are, in principle, eligible to take part
in the election of a shop steward in the ICT, financing and
private laboratory sectors.

16.5.2. Information technology service industry

In the information technology service sector, employees
aligned with the employee associations (or the member
associations thereof) that fall within the scope of the
collective agreement elect a shop steward from among
their numbers. This means that only employees that
belong to the Association of IT Sector Employees or an
affiliate of YTN may take part in the election of a shop
steward. Employees aligned with other associations and
unorganised employees cannot be elected shop steward
or participate in the election of the shop steward.

An office-specific shop steward may be elected for an
independent unit that has an employer representative
who determines the terms of employment relationships
and may hire and fire employees. The matter is reviewed
with the employer prior to the election. However, the
employer’s consent is not a prerequisite for the electi-
on of an office-specific shop steward. A local agreement
may allow for the election of more than one shop ste-
ward for the independent regional and operative units of
a major or regionally decentralised company. The electi-
on of a chief shop steward is possible in a company with
several shop stewards.

16.5.3. Election of employee representative

As mentioned above, an employee representative is se-
condary in relation to the shop steward referred to in the
collective agreement. An employee representative can-
not be elected if the personnel group in question has a
shop steward elected on the basis of a collective agree-
ment binding on the employer by virtue of the Collective
Agreements Act. The fact that any particular personnel
group in the workplace has a shop steward elected on
the basis of a collective agreement does not, primarily,
prevent other personnel groups in the company from
electing an employee representative for themselves. The
company’s upper white-collar employees, for example,
can usually elect themselves an employee representati-
ve, even if the other personnel groups would have shop
stewards elected on the basis of a collective agreement.

An exception to this rule is a case where upper white-
collar employees cannot, for one reason or another, be
clearly distinguished as their own personnel group and
in which a shop steward pursuant to the collective ag-
reement that is binding on the employer by virtue of the
Collective Agreements Act has been elected from among
the members of personnel. In such cases, upper white-
collar employees cannot elect an employee represen-
tative, even in the case that they would also have been
ineligible with regard to the election of the shop steward
according to the aforementioned collective agreement.

Legislation does not contain provisions on the election
methods applicable to employee representatives. Rat-
her, this has been left for the employees themselves to
decide. However, an employee representative may only
be elected from among the employees of the company
in question and the employer must be notified of the
election of the representative, because the provisions of
the Employment Contracts Act that concern employee
representatives and obligate the employer only become
applicable as of the date on which the employer was
notified of the election or became otherwise aware of it.
In addition to the employer, one’s own association and
YTN should also be notified of the election of an emplo-
yee representative.

According to the basic agreement between YTN and the
Federation of Finnish Technology Industries, the need
for a contact person is, before such a person is elected
for the first time, subject to the same kind of discussions
between company management and upper white-collar
employees as when electing a shop steward for the first
time on the basis of the collective agreements for the
technology industry and the consulting sector.

In addition, the election of a contact person for a workp-
lace requires, as in the case of a shop steward, the sup-
port of a substantial part of upper white-collar emplo-
yees. In accordance with the basic agreement, a contact
person is elected for a term of office no less than a year

from among upper white-collar employees familiar with
the conditions of the workplace, and the employer must
notified of the election.

It is advisable to also elect the contact person as the
employee representative, so as to provide him or her
with shop steward protection and the authority to ne-
gotiate and make agreements. Correspondingly, the per-
son elected as employee representative should also be
elected as contact person per the basic agreement to
secure as broad a scope of authority as possible.

According to the collective agreements of upper white-
collar employees working in the technology and energy
industries as well as the basic agreement between YTN
and the Federation of Finnish Technology Industries, to
name a few, a shop steward and contact person’s term
of office must be at least a year long. Some collecti-
ve agreements do not define the minimum length of a
shop steward’s term of office. The Employment Cont-
racts Act does not contain provisions on an employee
representative’s term of office either. YTN nonetheless
recommends that a shop steward, contact person and
employee representative be elected for a two-year term
of office always in the autumn of an odd-numbered year.

16.6. Ensuring the operating conditions of
personnel representatives

Shop stewards elected on the basis of YTN’s collective
agreements must be provided with the information and
operating conditions necessary to take care of the tasks.
Shop stewards usually also have the right to use, in a
manner agreed to in more detail locally, the company’s
normal office and other such equipment as well as IT de-
vices, software and internet connections included, in car-
rying out their tasks. A shop steward must furthermore
be given reasonable relief of work for the purpose of car-
rying out the tasks of a shop steward. He or she must also
be provided with opportunities for career development
comparable to those of other employees and the possibi-
lity to participate in training necessary for taking care of
a shop steward’s tasks in the manner usually defined in
more detail in collective agreements.

16.6.1. Shop steward

The special job security created in the context of the
Employment Contracts Act forms a material aspect of
securing the operating conditions of a shop steward. A
shop steward’s employment contract may only be termi-
nated — even in cases where sufficient grounds for termi-
nation are met — if the majority of the employees he or
she represents consent to the termination. In addition,
the employment contract of a shop steward can only be
terminated or the shop steward laid off if work in the
company ceases entirely and he or she cannot be pro-
vided with other work that corresponds with his or her
professional skills or is otherwise suitable for him or her,
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or if the shop steward cannot be trained for other work.

Depending on the collective agreement, the job secu-
rity described above may have been extended to shop
steward candidates and to people whose term as shop
steward has come to an end. In such cases, a collective
agreement’s provisions pertaining to job security are also
applied to the shop steward candidates defined therein
as of the time the employer has been informed of this in
writing, but at earliest three months prior to the begin-
ning of the term of office of a shop steward candidate
and up until the results of the election have been confir-
med. The security that extends beyond a shop steward'’s
term is valid for a period of six months after the term of
office has ended.

Section 23.12. contains more information on protection
against termination.

16.6.2. Employee representative

The Employment Contracts Act provides an employee
representative with the same kind of right as shop ste-
wards to obtain from the employer the information ne-
cessary for the employee representative to carry out his
or her tasks. The employee representative is furthermo-
re entitled to enough free time from his or her own work
to carry out the tasks of an employee representative
and to be compensated for any possible resulting loss
of income. However, relief from work for the purpose
of taking care of non-statutory duties and the compen-
sation for the resulting loss of income must be agreed
to separately between the employer and the employee
representative.

For his or her term of office, an employee representative
is covered by the same kind of protection against termi-
nation and lay-off as a shop steward elected on the ba-
sis of a collective agreement, meaning that an employee
representative elected by upper white-collar employees
working in an industry with no collective agreement is
also covered by the scope of shop stewards’ protection
against termination.

However, pursuant to the Employment Contracts Act, an
employee representative is not covered by a job security
that extends beyond his or her term of office. Nor does
the Employment Contracts Act provide those seeking the
position of employee representative with a candidacy
protection equivalent to that provided to shop steward
candidates by collective agreements.

In addition to what is mentioned above on a shop ste-
ward and employee representative’s special protection
against termination and lay-off, it must be noted that
the termination, dismissal or lay-off of a shop steward
or employee representative contrary to the Employment
Contracts Act is a punishable act for which the employer
orits representative guilty of questionable action may be
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sentenced to a fine.

Section 23.12. contains more information on protection
against termination.

16.6.3 Contact person

According to the basic agreement between YTN and the
Federation of Finnish Technology Industries, a contact
person of upper white-collar employees is, in terms of
his or her operating conditions, comparable to the rep-
resentatives of other personnel groups. The employer
must provide the contact person with the information
necessary to handle local co-operation or any other task
the contact person is responsible for at any given time
according to the same principles as apply to the repre-
sentatives of other personnel groups.

A contact person and a shop steward for upper white-
collar employees elected on the basis of a collective ag-
reement must furthermore be provided once a year, at
his or her request, with information on the first and last
names, employment relationship commencement dates
and department or equivalent of the upper white-collar
employees working in his or her sphere of activities and,
when separately requested, information on any new up-
per white-collar employees.

A contact person elected on the basis of the basic ag-
reement does not have special job security, as do shop
stewards and employee representatives. It is therefore
of primary importance to the contact person’s operating
conditions to elect him or her as employee representati-
ve on the same occasion.

17. REPRESENTATION IN
THE ADMINISTRATION OF
UNDERTAKINGS

The purpose of personnel representation in the administration of undertakings is to develop a company’s (undertaking’s)
operations, improve the cooperation between the company and its personnel and increase the personnel’s possibilities to
exert influence. Because of this, the personnel has the right to participate in the discussion of important issues related
to the company’s business operations, finances and the personnel’s status in the company’s decision-making, executive,

supervisory or advisory bodies.

The relevant Act applies to a Finnish company that regularly employs at least 150 people in Finland. Personnel repre-
sentation can be organised in two different ways. The principal way is to arrange the representation by agreeing on the
forms of representation between the personnel and the company’s management. If agreement over representation is not
reached, the personnel has the right to request that the representation be implemented as provided in the Act.

Act on Personnel Representation in the Administration of Undertakings (725/1990)

17.1. Personnel representation based on
agreement

The agreement on personnel representation in the admi-
nistration is made between the personnel and the emp-
loyer in compliance with the procedure specified in the
Act on Co-operation within Undertakings. However, the
agreement’s conclusion requires at least two personnel
groups who together represent the majority of emplo-
yees to accept it.

Personnel representation may be implemented fairly
freely at the agreement phase. The agreement may ne-
vertheless not deviate from what is laid down with re-
gard to a personnel representative’s protection against
termination, qualifications, non-disclosure and penalties.
Nor may the agreement deviate from the provisions of
other Acts, such as regulations concerning the members
of a limited liability company’s board of directors. If the
company has a personnel fund that has invested funds in
the company’s shares, this kind of representation achie-
ved through ownership fulfils the personnel representa-
tion referred to in law, provided that this is agreed to in
co-operation proceedings.

Section 18 contains a more detailed description of per-
sonnel funds.

17.2. Personnel representation based on law

If personnel representation cannot be agreed on, the
personnel has the right to nominate its representatives
and their personal deputies to one or more administra-
tive body selected by the company and including the su-
pervisory board, the board of directors or management
groups or similar bodies that together cover the profit
units of the company. This right to appointment exists

when it is requested by at least two personnel groups
together representing the majority of personnel. The ad-
ministrative body indicated by the company must have
real, instead of merely apparent, decision-making power.

The personnel representatives are appointed in addition
to the members of the administrative body in question,
selected by the company. The personnel representatives
may make up a fourth of the number of the administra-
tive bodies’ other members, but nevertheless in such a
way that there is always at least one and at most four
representatives. The personnel representatives’ term
of office is equal to that of the members of the admi-
nistrative body in question. If the maximum length of a
term of office has not been determined or agreed, it lasts
for three years. The personnel representation must be
implemented within a year of the time when the criteria
for the Act’s application were met and the request for
representation was made.

17.3. Personnel representatives and their rights,
obligations and responsibility

A personnel representative must be a legally competent
person in an employment relationship with the company
and not bankrupt or banned from business operations. If
a representative fails to fulfil this criteria, he or she must
resign. If personnel groups fail to reach an agreement on
the selection of representatives, the various groups set
their own candidates, from whom the representatives
are then elected according to the same principle as is
used in the election of an occupational health and safety
representative. The relevant provisions are included in
the Act on Occupational Safety and Health Enforcement
and Cooperation on Occupational Safety and Health at
Workplaces and in the Decree on the Supervision of Oc-
cupational Safety and Health.
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The personnel representatives and the members of the
administrative body in question selected by the compa-
ny have equal right and obligations. What is provided
for elsewhere with regard to the administrative body
also concerns an administrative body supplemented by
personnel representatives, as applicable. Indeed, it is
advisable for the personnel representatives selected to
a company’s board of directors to familiarise themsel-
ves with the Limited Liability Companies Act and related
works to clarify their own liability status. The personnel
representatives and their deputies have the right to re-
view the material concerning a matter under discussion
to the same extent as other members of the administra-
tive body.

However, personnel representatives do not have the right
to participate in discussions concerning the selection
and dismissal of company management, the terms of the
management’s contracts, the personnel’s terms of emp-
loyment orindustrial action. A personnel representative’s
voting right may be limited by agreement. If only one
personnel representative is nominated to the company’s
board of directors, the deputy representative also has
the right to attend meetings and exercise his or her right
to be heard. A personnel representative and his or her
deputy are protected against termination in a manner
equivalent to the protection against termination provi-
ded for a shop steward and employee representative in
the Employment Contracts Act.

17.3.1. Release from work

The company must grant a personnel representative a
release from statutory work for the time the representa-
tive needs for representation duties and directly related
preparation work carried out in cooperation with other
personnel representatives. The employer must also com-
pensate for the resulting loss of income.

Any other time off and compensation for loss of income
must be agreed upon on a case-by-case basis between
the company and the personnel representative in questi-
on. If a personnel representative participates in the mee-
ting of an administrative body outside his or her working
hours, the company is obligated to compensate the rep-
resentative for the relevant expenses and pay him or her
a fee for attending the meeting.

17.3.2. Confidentiality

Unless otherwise separately provided for in the confi-
dentiality obligation of the members and deputy mem-
bers of an administrative body, information indicated by
the company as business and trade secrets, the spread
of which is likely to harm the company or a contractual
partner of it, may be discussed only among the emplo-
yees, salaried employees and personnel representatives
whom the case concerns. Even in these cases, the infor-
mation may not be disclosed to others. The confidentia-
lity also applies to information pertaining to the financial
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standing, health or some other personal matter of a pri-
vate person, unless the person in question has given his
or her consent to the disclosure of said information.

17.4. Consequences for breaking the law

Compliance with personnel representation in the admi-
nistration of undertakings is supervised by the co-opera-
tion ombudsman. A court of law may, upon application,
obligate a company (undertaking) to fulfill its duties in
relation to personnel representation under the threat of
a fine. The application may be filed jointly by the repre-
sentatives of at least two personnel groups that together
represent the majority of personnel. The imposition of
a fine may also be applied for by the co-operation om-
budsman.

If a company violates the enhanced protection against
termination of a personnel representative by termina-
ting the representative’s employment relationship, the
company'’s representative may be held accountable in ac-
cordance with the Criminal Code. In practice, this trans-
lates into a fine. In addition, a sum equal to the salary of
3-30 months may be awarded as damages to a personnel
representative for unlawful termination. If the action in
question can be construed as “work discrimination”, the
consequence may be up to six months of imprisonment.
A breach of the confidentiality obligation may also result
in a fine.

18. PERSONNEL FUNDS

A personnel fund aims to promote the cooperation between a company’s personnel and the company and to increase the
personnel’s opportunities for economic participation. A personnel fund is a fund owned and controlled by a company’s
personnel. Its assets derive from the performance bonus and profit bonus items paid to it by the company. In addition
to the personnel fund contribution paid to fund members in accordance with the performance and profit bonus system,
a supplement to a personnel fund contribution may be paid by a separate decision in the fund’s bylaws.

The reformed Act on Personnel Funds took effect on 1 January 2011. Funds established during the validity of the former
Act are obligated to change the fund’s bylaws to accord with the reformed Act within the transitional period, i.e. no later
than in the third fund meeting following the Act’s entry into force.

Act on Personnel Funds (934/2010)

18.1. Establishment of personnel fund

The establishment of a personnel fund is optional. It can
be established in a company, profit unit, a foreign sub-
sidiary, government agency or municipality or the profit
unit thereof operating in Finland. A fund can be establis-
hed when a company or its profit unit employs at least
ten employees. In addition, the company’s net sales or
comparable revenue must be at least €200,000 when es-
tablishing the fund.

A joint personnel fund may be established in two or more
companies, if the companies belong to the same group of
companies. The personnel of a foreign company’s branch
registered in Finland and the personnel of a foreign sub-
sidiary, provided that the parent company is Finnish, may
also belong to a group personnel fund. The Act on Per-
sonnel Funds is furthermore applicable to two or more
government agencies and departments or municipali-
ties and federations of municipalities and the personnel
funds established by their staffs.

The establishment of a personnel fund and the perfor-
mance or profit bonus systems that accrue the personnel
fund contributions as well as the principles according to
which they are determined must be negotiated between
the company and its personnel in a cooperation procedu-
re or in some other way agreed to with the personnel.
The company decides on the performance or profit bonus
system that accrues the personnel fund contributions or
the application thereof as well as on a supplement to a
personnel fund contribution.

Representatives of the various personnel groups draw
up a proposal on the establishment of a personnel fund
and on the fund’s bylaws. The representatives also con-
vene the personnel fund’s constituent meeting with a
written invitation or some other verifiable manner. The
invitation to the constituent meeting is delivered to the
future members or the representatives of their choice no

later than a week before the meeting. The meeting must
approve the bylaws applicable to the personnel fund
before the decision to establish the fund. The decision
concerning the fund’s bylaws and the establishment of
the fund may be approved if it has been supported by at
least two-thirds of the votes cast. The constituent mee-
ting also appoints the personnel fund’s board of direc-
tors and auditors. The Act on Personnel Funds lays down
some minimum requirements for the fund’s bylaws. The
report to register the personnel fund (i.e. registration
report) must be submitted in writing to the cooperati-
on ombudsman who also performs a preliminary review
of the bylaws. An income statement and balance sheet
must also be delivered to the cooperation ombudsman
within four months of the end of each financial year.

18.2. Personnel fund’s capital and fund units

A personnel fund’s equity consists of the members’ capi-
tal and other fund capital. The members’ capital includes
capital added to the members’ fund units and any value
adjustments made to the investments of this capital. The
capital accrues from the personnel fund contributions
received and their supplements, value adjustments inclu-
ded. Other fund capital includes the fund’s joint capital
and any donations to the fund. The fund may also have
current liabilities as provided for in more detail in the Act
on Personnel Funds.

The personnel fund receives personnel fund contri-
butions that are included in members’ fund units in ac-
cordance with the fund’s bylaws. If the personnel fund
contribution or its supplement pursuant to the perfor-
mance or profit bonus system decided by the company
is made up of personal units, these are included in the
fund units of each member. If the company pays person-
nel fund contributions or their supplements to the fund
more than once during a financial year and the applicable
bylaws do not provide otherwise, the payments received
by the fund during each financial year will remain eitherin
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a separate single item or separate member-specific units,
depending on the performance or profit bonus system
accruing personnel fund contributions and their supple-
ments, until the valuation day specified in the Act. If the
fund contribution forms a single total sum, it is divided in
the manner provided in the fund bylaws into members’
shares which are added to each member’s fund unit after
the evaluation day. In this case, the personal shares are
added, as such, to a member’s fund unit. Only the capital
that has accrued from personnel fund contributions and
their supplements, fund profits and investment revalua-
tions may be added to the members’ fund units.

18.3. Members of personnel funds

In principle, the personnel fund comprises the company’s
entire personnel. The company’s management can ne-
vertheless be excluded from the fund in the bylaws.
When establishing the fund, membership begins imme-
diately for those determined qualified in the bylaws. The
membership of those employed by the company subse-
quently starts from the beginning of the employment
relationship, unless otherwise mentioned in the bylaws.
The membership must nevertheless begin no later than
within six months of the beginning of the employment
relationship. Membership ends when a member’s emp-
loyment relationship has ended and the personnel fund
units have been paid to him or her in full.

Prior to the new Act’s entry into force, a fund’s bylaws
could include a possibility for the employees of compa-
nies belonging to a group to seek membership in some
personnel fund within the group other than the person-
nel fund of their employer company. While the new Act
on Personnel Funds does not include a corresponding
provision, employees who joined a particular personnel
fund during the validity of the former Act nevertheless
retain their membership. According to the current Act,
group companies may establish respective company-
specific personnel funds, a joint personnel fund with
some other company/companies or a group personnel
fund.

18.4. Withdrawal of a fund unit

The fund unit of each member is divided into a restricted
portion and a withdrawable portion. A member is entit-
led to the withdrawable portion in cash without delay
after the evaluation day as provided in the fund’s bylaws.
The portion of transferable capital is provided in the per-
sonnel fund bylaws and can be a maximum of 15 per cent
of the restricted portion.

Immediately after the evaluation day each personnel
fund member must be given a written statement of the
share of the personnel fund contribution and its supple-
ment added to his or her unit, including the grounds for
them, and the value of his or her unit and its division into
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restricted and withdrawable portions. A member pays
personal income tax for 80 per cent, but a 20 per cent
share of the withdrawn portion is exempt from tax. Fund
units transferred to and withdrawn from the personnel
fund do not accumulate a member’s social security.

A personnel fund member is also entitled, with certain
conditions, to withdraw his or her share of the person-
nel fund contribution or its supplement in cash, provided
that a regulation to that end exists in the performance or
profit bonus system adopted by the company. Personnel
fund units withdrawn in cash and supplements determin-
ed on the basis of the performance or profit bonus sys-
tem constitute taxable income and are considered as pay
when determining social benefits. They are also subject
to social security contributions.

18.4.1. Payment of fund unit after termination of
employment relationship

Regardless of what is provided in the bylaws with re-
gard to the withdrawal of fund units, a fund unit must
be paid in full within four months of the next evaluati-
on day determined in the Act on Personnel Funds after a
member’s employment relationship ends. If a member’s
employment relationship has been terminated due to fi-
nancial and production-related reasons, or the member
has given notice once a lay-off has lasted for at least 90
days or if the member retires, the member is entitled
to withdraw his or her fund unit in items the amount of
which the member is free to decide on no more than four
annual fund unit payment days following the end of the
employment relationship.

18.5. Personnel fund administration

The decision-making power in a fund belongs to its mem-
bers. The members exercise their decision-making po-
wers in the personnel fund meeting, to be held at a time
provided in the bylaws. In principle, every member has
one vote, but the bylaws may provide that the number
of votes depends on the size of the fund unit. The bylaws
may also provide that a meeting may be participated in
by mail or with the help of technical tool, provided that
verification of the right to participate and the validity of
the vote count is possible using procedures comparable
to those used for a regular fund meeting. Among other
things, a fund meeting decides on any amendments to
the fund’s bylaws, voting and election regulations and
the members of the board of directors. The meeting also
adopts financial statements and grants discharge from li-
ability and decides on any measures necessitated by pro-
fit or loss and on the dissolution of the fund. A personnel
fund must have a board of directors composed of at least
three members. The board represents the fund and ma-
nages its operations.

18.6. Corporate restructuring and the dissolution

of a personnel fund

The transfer of personnel fund units is possible in a situa-
tion where an employee’s employment relationship with
the company or profit unit in which the personnel fund
is transferred due to corporate restructuring, so as to be
carried out in another company with a personnel fund or
in which negotiations on the establishment of a person-
nel fund have been held and decisions on a performance
or profit bonus system have been made within a year of
the transfer of operations. The same principles may also
be applied if a company belonging to a group ceases to
be a part of the group and the group has a joint person-
nel fund for more than two companies and if a company
with a personnel fund becomes a part of the group.

The transfer of personnel fund units requires the repre-
sentative of the transferring employees and the receiving
fund to submit a proposal on the terms of the transfer
and on the rights of the transferring persons in the fund.
The transferring employees must accept the proposal
with an at least 2/3 qualified majority, in addition to
which the proposal must also be approved by the fund
meeting. The Act on Personnel Funds contains more de-
tailed provisions on the transfer of fund units within a
group. In such cases, there is no need to organise a vote
among fund members on the transfer of fund units, and
the transferring persons do not have the right to withd-
raw their fund unit.

A personnel fund may be dissolved at any time with the
fund’s decision arrived at with a 2/3 qualifying majority
of the votes cast. The company may also decide to per-
manently discontinue the performance or profit bonus
system accruing personnel fund units, in which case the
fund loses the basis for its operation. The situations in
which the dissolution of a personnel fund is mandatory
are provided in more detail in the Act of Personnel Funds.
Before a company makes such a decision, the matter
must be discussed in a cooperation procedure.
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19.

CO-OPERATION WITHIN
GROUPS

The Act on Co-operation within Finnish and Community-wide Groups of Undertakings provides for both national co-
operation as well as co-operation that a Finnish but, should certain criteria be met, also a company operating in other
EU or EEC countries should comply with (EWC activities). Both forms of co-operation aim to promote interaction
between group management and personnel as well as the joint interaction of personnel. Fundamentally, the operation
involves a company notifying selected representatives of possible future changes, particularly ones which concern the
position of personnel. The representatives in question then have the chance to express their opinions prior to actual
decisions being made. The relevant Finnish Act was enacted in 2007 and amended in 2011.

In this context, group’ refers to a group in the meaning which it used in legislation concerning limited liability compa-
nies, banks and insurance companies which defines a group as being composed of a parent company and a subsidiary.
A limited liability company that holds so many of the shares of another limited liability company that it also holds more
than half of all votes conferred by the shares is considered a parent company. In the event that the parent company or
subsidiary operates in some form other than that of a limited liability company, they will constitute a group only if there

is a control relationship such as the one described above between the companies.

Act on Co-operation within Finnish and Community-wide Groups of Undertakings (335/2007)

19.1. Realisation of the group co-operation
obligation

The domestic group co-operation obligation applies to a
Finnish group which, on a regular basis, employs at least
500 people in Finland. Within such a group, group co-
operation must be implemented in companies and inde-
pendent operating units in Finland that employ at least
20 people on a regular basis.

The Act on Co-operation within Undertakings, the Act
on Co-operation within Finnish and Community-wide
Groups of Undertakings and EU directives all contain
provisions on international group co-operation. In this
respect, the Act on Co-operation within Finnish and
Community-wide Groups applies to groups with a total of
at least 1,000 employees in the European Economic Area
and a company with a minimum of 150 employees in at
least two Member States. The implementation of local
co-operation complies with the Act on Co-operation wit-
hin Undertakings, because the handling of local matters
has been excluded from EWC activities.

19.2. Domestic group co-operation

When it involves various operating units located in dif-
ferent localities across Finland, domestic group co-ope-
ration is primarily organised by way of an agreement
between group management and personnel representa-
tives. Agreements allow group co-operation to be imple-
mented freely, according to the parties’ preferences.

However, if group co-operation has not, for one reason
or another, been agreed upon within a year of the time
when the criteria concerning the size of the undertaking
were met, the co-operation must be implemented accor-

82 YTN Employment Relationship Guide

ding to the minimum requirements provided in law. Thus
the obligation to implement domestic group co-operati-
on does not require an initiative of personnel represen-
tatives.

YTN recommends that, when a group meets the criteria
concerning the size of the undertaking, personnel rep-
resentatives among themselves agree on the procedure
with which to initiate negotiations with group manage-
ment to produce a group co-operation agreement.

If group co-operation, in lieu of an agreement, is imple-
mented according to the Act on Co-operation within Fin-
nish and Community-wide Groups, the personnel of each
domestic company that belongs to the group is entitled
to elect from among their number at least one repre-
sentative for the purposes of group co-operation. The-
se personnel representatives must be selected in such a
way that all personnel groups within the group are repre-
sented. If the company operates in several locations, it is
sufficient for a person to represent the personnel of each
location that belongs to a particular regional or operatio-
nal whole.

19.3. International group co-operation

The implementation of international group co-operation
complies with the legislation of the country in which the
group has its headquarters/head office. Therefore, a Fin-
nish group complies the provisions of the Act on Co-ope-
ration within Finnish and Community-wide Undertakings
in all other respects except representatives, which are
selected according to the national practice of the respec-
tive countries. In the case of a foreign group, the provi-
sions of the aforementioned Act are, for the most part,
only complied with in issues involving the selection of a
Finnish personnel representative.

The objective of international group co-operation is to
ensure that companies which have operations in several
member states of the European Economic Area are ob-
ligated to implement the information and consultation
procedure so as to improve employees opportunities to
receive information and exert influence in these compa-
nies. The operations of the internal market involve the
consolidation of companies, cross-border mergers, cor-
porate takeovers and the establishment of joint ventu-
res. To ensure the favourable development of economic
operations, it is therefore necessary for companies and
groups that operate in several member states to inform
and consult with the representatives of the employees
whom decisions concern.

19.3.1. Contractual international group co-operation
International group co-operation can be implemented
either with an agreement between group management
and personnel or according to the standard rules provi-
ded in the relevant Act. International group co-operation
is primarily agreed upon with an agreement.

The initiative on the establishment of a European Works
Council or the introduction of some other procedure can
be made either by central management or a minimum of
100 employees and their representatives who operate in
at least two companies and member states of the Euro-
pean Economic Area. The numbers may vary so that the
initiative is made by 55 employees in one country and
145 employees in another country, for example. The ini-
tiative is submitted in the form of a written request to
establish a special negotiating body for the purpose of
establishing the European Works Council.

YTN recommends that, when a group meets the criteria
concerning the size of the undertaking, personnel repre-
sentatives agree among themselves on a procedure by
which to bring about the written negotiation initiative.
At the same time, YTN requests that it be informed of
an intended initiative procedure as soon as possible. The
notification can be addressed to any representative of an
YTN affiliate. Together with the trade unions they rep-
resent, Finnish personnel representatives request the
personnel representatives of the other country required
for the initiative to submit a corresponding initiative in
writing to group management.

The special negotiating body will be composed of one
representative chosen by the personnel from each such
member state of the European Economic Area in which
the group has a company (undertaking) or branch offi-
ce. Additional members are furthermore elected in pro-
portion to the number of employees in each respective
country. The group’s employee representatives in Finland
and group management together confirm the number of
additional members as follows: one additional member
chosen from a member state in which a minimum of 25—

49 per cent of the group personnel are employed, two
additional members from a member state in which 50—
74 per cent of group personnel are employed and three
additional members from a member state in which a mi-
nimum of 75 per cent of group personnel are employed.

Finnish and European trade unions have drawn up
instructions on the negotiation process and the con-
tent of the agreement. YTN recommends following the-
se instructions. In Finland, both the instructions and a
template for the agreement are available on the website
of the working group of Teollisuuden palkansaajat (YTR)
at www.teollisuudenpalkansaajat.fi/ytr/. The site also
contains plenty of other useful information and material
concerning EWC activities.

19.3.2. Statutory international group co-operation

If international group co-operation has not been agreed
upon within three years of the presentation of the nego-
tiation initiative or if group management has not laun-
ched negotiations within six months of the negotiation
initiative, the international group co-operation must be
implemented according to the minimum provisions of
law.

In such cases, a European Works Council composed of
at least three and at most 30 members must be estab-
lished. One representative chosen by personnel from
among their number is selected for the European Works
Council from each such member state of the European
Economic Area in which the group has a company (under-
taking) or branch office. Additional members are further-
more elected in proportion to the number of employees
in each respective country. The members may also set up
a working committee composed of at most five members
selected from among their number.

The Works Council convenes with group management
once a year, when the employee representatives are pro-
vided with at least the items mentioned in section 19.4.
The Works Council is furthermore entitled to assemble
and receive information in legally exceptional situations
that have or might have a considerable impact on emp-
loyees.

19.4. Content of group co-operation

The key aspects of group co-operation are the informati-
on obligation of group management and the interaction
between management and employees, or consultation.

Unless otherwise agreed, the personnel employed by the
group must be provided with at least the following infor-
mation:

An annual standard financial report including the
consolidated financial statements or, if one does not
exist, a comparable report that is available. In addi-
tion, information about the outlook for the group’s
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production, employment, profitability and cost struc-
ture and an assessment of expected changes to the
number or quality of personnel.

Information about decisions made by group manage-
ment concerning any material expansion, contraction
or winding down of a group company.

Information about decisions made by group manage-
ment concerning a change in the product range, ser-
vice operations or a comparable production factor of
a group company that has an effect on the personnel.

The information must be delivered to employee repre-
sentatives at a point in time and in a format that allows
them to form a joint well-founded opinion on the infor-
mation they have received. If the employer is unable
to take the opinion into account in its decision-making,
the employee representatives must be provided with a
reasonable response. This must furthermore occur befo-
re the company makes a final decision on the matter.

In domestic group co-operation, the information concer-
ning changes (points 2 and 3) must be provided to eve-
ryone the changes concern and in such a way that the
statutory negotiations can be held. The negotiations in-
cluded in the procedure concern only the effects that the
decision announced is expected to have in a subsidiary. It
does not substitute for actual co-operation negotiations
to be held in the subsidiary.

In international group co-operation, information con-
cerning changes must be given to the European Works
Council or its working committee whenever the informa-
tion concerns at least two undertakings or branch offi-
ces located in different member states or, since the 2011
amendment, also information that concerns only a single
member state, if the decision may be expected to have
substantial personnel effects in another member state
as well (e.g. the decision to close down a factory in one
member state is made in another member state).

Employee representatives must therefore also be infor-
med and consulted in exceptional situations. The Works
Council members representing the undertakings or
branch offices that the measures in question directly in-
volve may also attend the meeting.

19.5. Confidentiality

When company employees or employee representatives,
in the context of group co-operation, receive informati-
on about the employer’s business and trade secrets the
spreading of which would be likely to harm the company
or its partner, the information in question may be discus-
sed and handled only among the employees and emplo-
yee representatives whom the information concerns and
may not be disclosed to others.

When indicating the confidential nature of the informati-
on it provides, the company must furthermore, on each
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separate occasion, explain and, if so requested, justify
the reason for the confidentiality. Not all information
provided by the company can be automatically confi-
dential and EWC representatives may not, indeed, even
be presented with an advance and all-encompassing re-
quest for confidentiality.

Given that group co-operation also aims to develop in-
teraction among employees, employee representatives
must keep the personnel informed about the group co-
operation. However, if the employer has indicated any
particular piece of information as confidential, the emp-
loyee representative, when communicating the matter to
the employees whom it concerns, must carefully consider
his or her procedures and underscore the information’s
confidentiality.

The confidentiality also applies to information pertaining
to the financial standing, health or some other personal
matter of a private person, unless the person in questi-
on has given his or her consent to the disclosure of said
information.

19.6. Miscellaneous provisions

The costs of group co-operation are borne by the emp-
loyer. Employee representatives have the right to be re-
lieved of regular work for the purpose of participating in
group co-operation. In addition, the employer compen-
sates representatives for the loss of income and other
costs resulting from the group co-operation.

What is provided in Chapter 7, section 10 of the Emplo-
yment Contracts Act on the termination of a shop ste-
ward and employee representative’s employment cont-
ract is correspondingly valid with regard to a personnel
representative chosen for international group co-opera-
tion and his or her deputy’s protection against termina-
tion.

Compliance with laws applicable to group co-operation
is supervised by the co-operation ombudsman and the
employer associations and employee associations which
have concluded the collective bargaining agreements to
be complied with in the employment relationships of the
company (undertaking) in question.

An employer belonging to group management or its rep-
resentative that wilfully or negligently fails to comply
with the co-operation obligation may be sentenced to a
fine specified in the Act on Co-operation within Underta-
kings for the violation.

20. EMPLOYEE INVOLVEMENT IN
EUROPEAN COMPANIES (SE)

A European company is a limited liability company form that entered into force in October 2004. By registering as a
European company, a company may operate in all EU and EEA countries with a single organisation. The minimum
capital of European company is €120,000. This company form is governed by an EU regulation and the European Com-
panies Act (742/2004). The abbreviation for a European company is SE (Societas Europaea) in all countries.

Act on Employee Involvement in European Companies (758/2004)

Council Directive 2001/86/EC

20.1. Provisions concerning employee
involvement

The new company form has been seen as bringing admi-
nistrative and organisational benefits for companies that
have operations is several EU or EEA countries. For now,
the new company form does not carry any significant fis-
cal benefits. A European company’s company law-related
status is governed by an EU regulation and the European
Companies Act (742/2004).

‘Employee involvement’ means, on the one hand, an in-
formation and consultation procedure and, on the other
hand, the personnel’s right to participate in a company’s
administration. Employee involvement is governed by
the Act on Employee Involvement in European Compa-
nies and an EU directive.

The implementation of employee involvement in a Eu-
ropean company complies with the legislation of the
company’s country of registration. The provisions of the
Act on Employee Involvement in European Companies
applies to a Finnish group in all other respects but the
selection of representatives, who are selected according
to the national practice.

In the case of a European company registered in some
other country, the provisions of the aforementioned
Finnish Act are primarily adhered to only with respect
to issues related to the selection of Finnish employees’
representatives.

20.2. Negotiations on employee involvement

The registration of a European company requires nego-
tiations for the implementation of a participation system
for personnel. The chief goal is to agree on employee
involvement with the European personnel. The initiative
for the establishment of a special negotiating body and
for the commencement of negotiations comes from the

company’s management.

The negotiations aiming for an agreement must be held
within six months. The parties may also agree on a six-
month extension period.

YTN recommends that, once a company announces its
intention to register as a European company, employees’
representatives agree among themselves on a procedure
with which to commence negotiations. In addition, YTN
requests that a YTN affiliate be contacted in relation to
the matter as soon as possible.

Together with the trade unions they represent, Finnish
employees’ representatives ensure the selection of the
employees’ representatives of other countries and their
participation in the negotiations. Finnish and European
trade unions have drawn up instructions on the negotia-
tion procedure and the content of the agreement. A gui-
de and other related material are available on the web-
site of the working group of Teollisuuden Palkansaajat
(YTR) at www.teollisuudenpalkansaajat.fi/ytr/.

YTN recommends following these instructions.

20.3. Content of employee involvement

The information and consultation procedure is, in prin-
ciple, implemented in the form of a dialogue between a
representative body composed of employees’ represen-
tatives and company management. The dialogue requi-
res the company management to regularly communicate
information about the company’s operations and mate-
rial changes to the company or plans (= information).

The representative body composed of employees’ rep-
resentatives must be able to express its opinion on the
matters of which it has been informed (= consultation).
When exceptional circumstances have a significant im-
pact on employees’ benefits, and the company mana-
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gement decides not to act according to the employees’
opinion, employees’ representatives have the right to
convene again with the management of the European
company so as to reach an understanding (“mini nego-
tiation obligation”).

The participation of the employees’ representatives in
the company’s administration is realised either in the su-
pervisory board, the board of directors orin management
teams that together encompass all of the company’s pro-
fit units. The representative body is entitled to select, to
the administration of a European company, the number
of members that corresponds with the greatest share of
employee participation prior to the registration of the
European company. Thus the personnel’s existing partici-
pation rights may not be reduced in connection with the
registration of a European company.

Employee involvement in European companies is multi-
national. Negotiating and agreeing on involvement and
the functioning of employee involvement requires active
cooperation between the employees’ representatives
and trade unions of different countries.

It is particularly important to immediately get in touch
with the specialist of one’s own trade union when hea-
ring about the employer company’s intention to register
as a European company.
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21. CO-OPERATION PROCEDURES

The Act on Co-operation within Undertakings aims to promote the interactional co-operation procedures between a
company (undertaking) and its personnel based on timely sufficient information to the personnel on the undertaking’s
state and plans. The objective is to collectively develop the undertaking’s operations and employees’ opportunities to
influence decisions made in the undertaking that concern their work, working conditions and position in the under-
taking. In addition, the Act aims to intensify the co-operation between the employer, personnel and the employment
and economy authorities to improve the status of employees and to support their employment in connection with the

undertaking’s operational changes.

Act on Co-operation within Undertakings (334/2007)

21.1. Act’s scope of application

The Act on Co-operation within Undertakings is applied
in undertakings that employ at least 20 people on a re-
gular basis. In the exceptional cases explained in more
detail below, the application of the Act on Co-operation
within Undertakings nevertheless requires at least 30
employees.

In the context of the Act on Co-operation within Under-
takings, ‘undertaking’ refers to all corporations, founda-
tions or natural persons engaged in financial operations,
regardless of whether the operations are intended to be
profitable. The number of employees is considered on
an undertaking-specific basis, meaning that each under-
taking is considered separately, regardless of possible
group relations. The Act on Co-operation within Under-
takings is not applied in undertakings that employ fewer
than 20 people on a regular basis. In addition, the Act on
Co-operation within Undertakings is not applied in go-
vernment or municipal agencies and services, which are
subject to the Act on Co-operation within Government
Agencies and Public Services. The Act on Co-operation
within Undertakings is, however, applied in state-owned
companies.

21.2. Co-operation representatives

The parties to the co-operation are the employer and
the personnel of the undertaking which the issue being
negotiated concerns. The personnel of the undertaking
consists of three personnel groups: workers, employees
and senior salaries employees. Each personnel group can
be represented by, for example, a shop steward elected
according to the collective bargaining agreement, an
employee representative elected according to the Emp-
loyment Contracts Act or a special co-operation repre-
sentative elected for a two-year term of office according
to the Act on Co-operation within Undertakings. In mat-
ters pertaining to occupational health and safety and

the personnel’s health, the personnel can also be repre-
sented by an occupational health and safety representa-
tive. If the personnel has not elected any representative
at all from among its number, the employer must hold
the co-operation negotiations together with all those
employees whom the matter being discussed in the co-
operation procedure concerns.

21.3. Information to be provided to personnel
groups

Listed companies must provide employee representati-
ves with the company’s financial statements or revenue
accounts immediately after their release. In companies
other than listed companies, the personnel must be pro-
vided with the financial statements no later than after
their adoption. In addition to the financial statements,
an employer is obligated to provide the employees’ rep-
resentatives with a report on the undertaking’s finan-
cial standing at least twice during a financial year. This
report must indicate, at a minimum, the outlook for the
undertaking’s production, service or other operations,
employment, profitability and cost structure.

In addition to information related to the company’s fi-
nancial standing, the employer must at least once a year
provide the representative of each personnel group
with statistics on the salaries paid to the employees of
the personnel group he or she represents. The emplo-
yer must furthermore, upon request, once every quarter,
provide the representatives of the personnel groups with
information about the number of employees in a fixed-
term or part-time employment relationship with the un-
dertaking as well as on the undertaking’s principles with
regard to the use of external labour.
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21.4. Matters that fall under the scope of the co-
operation procedure

21.4.1. Undertaking’s general plans, principles and
goals

The employer is obligated to negotiate with the person-
nel on certain issues with an impact on the personnel’s
position. Firstly, this obligation to negotiate concerns the
principles and practices complied with in recruitment.
These refer to the general operating models which the
undertaking routinely uses in its recruitment process. In
this context, recruitment refers, in addition to the hiring
of new employees, to the transfer of the undertaking’s
existing employees to other duties within the underta-
king.

Secondly, the employer is obligated to annually negotiate
with the personnel about its personnel and training plan.
These aim to maintain and advance employees’ profes-
sional competence. When drawing up a personnel and
training plan, one must take into account any foreseeab-
le changes in the undertaking’s operations that may hold
significance for the structure, number or professional
skills of the personnel.

The employer must also discuss the principles of using
contract work (temporary agency workers) with the per-
sonnel. The exception to this rule is undertakings with
fewer than 30 employees, which are exempt from the
continued negotiation procedure in this respect. When
an employer is considering the use of contract work,
it must make this known to the representatives of the
personnel groups on whose employees’ work the work
performed by the contract workers would have an effect.
The notification to be given to the personnel group rep-
resentatives must indicate the number of the contract
workers, their tasks and work sites, the duration of the
contract and the time period(s) during which the work-
force in question would be used.

The representative of a personnel group in undertakings
with more than 30 employees may, within two days of
the employer’s notification concerning its intention to
use contract work, request the employer to consider dis-
cussing the contract in co-operation negotiations (conti-
nued negotiation procedure). The negotiations must be
held within a week.

In addition to the aforementioned, co-operation negotia-
tions must include discussions about the undertaking’s
principles and practices in terms of internal communi-
cations. Issues that belong within the scope of co-ope-
ration negotiations include the ways and means related
to the undertaking’s internal communications. However,
the Act on Co-operation within Undertakings does not
impose an obligation to organise an undertaking’s inter-
nal communication operations in any particular way.
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Finally, the scope of the co-operation procedure covers
the discussion of plans and practices based on other le-
gislation. The scope of the co-operation procedure inclu-
des issues such as the gender equality plan referred to in
the Act on Equality between Women and Men, if the plan
in question is intended to be included in the personnel
plan.

The co-operation procedures must also discuss the tasks
in which an employee or worker may be requested to
take a drug test, camera surveillance at the workplace,
access control and other surveillance to be carried out
with technical devices as well as basic issues related to
personnel funds and profit bonus systems.

The employer is responsible for taking the initiative for
the aforementioned co-operation negotiations. The ini-
tiative must furthermore be taken well in advance of the
negotiations’ commencement. In connection with the
initiative, the employer must provide the representatives
of the personnel groups with all information necessary
for the issue to be discussed. Specific negotiation times
have not been provided, but matters should be negoti-
ated in the spirit of co-operation to achieve unanimity.
The employer must also communicate the negotiations’
results to all those concerned.

21.4.2. Agreement and decisions by personnel

The principal rule of the Act on Co-operation within Un-
dertakings is for the employer to make decisions on the
matters discussed in the co-operation negotiations once
the negotiations have concluded. However, the Act on
Co-operation within Undertakings does contain provisi-
ons on matters that require an express agreement bet-
ween the employer and the personnel or over which the
representative of a personnel group holds the decision-
making power should the parties fail to reach an agree-
ment.

The employer or the representative of a personnel group
may present an initiative for negotiations to annually ne-
gotiate and agree on the number and content of co-ope-
ration training and the allocation of training per person-
nel group within the framework of the funds earmarked
for this purpose by the employer. Co-operation training
refers solely to the workplace’s training that promotes
co-operation, but the right to such training has not been
limited to personnel representatives alone.

An initiative for negotiations may also pertain to working
rules complied with in the undertaking or a part thereof
and the changes to be made to such rules. Working rules
refer primarily to instructions which define and specify
the procedures and ground rules of the workplace. Ho-
wever, working rules are not merely instructions of the
general kind, but norms binding on both parties of an
employment contract, since they are complied with as
part of individual employment contracts.

If an undertaking wishes to adopt a regular suggestion
scheme or make changes to the rules of an existing sug-
gestion scheme, the matter should be dealt with in the
co-operation procedure. The suggestion scheme aims
to get the entire personnel involved in the development
of the company and traditionally includes the collection,
assessment and rewarding of improvement suggestions
made by personnel.

An initiative for negotiations may likewise be given on
the principles to be followed in the allocation of compa-
ny flats, the determination of shares per personnel group
and the division of flats. Flats meant for the management
of the undertaking remain outside the negotiations’ sco-

pe.

According to Act on Co-operation within Undertakings,
the scope of co-operation procedures covers the plan-
ning and use of staff facilities and comparable premises
as well as the arrangement of children’s daycare and ca-
tering at the workplace. However, the aforementioned
must be arranged within the funds earmarked for the
purpose by the employer, due to which the employer is
not under a general obligation to cover the costs of the
daycare of employees’ children, for example.

In addition, agreements on the contributions earmarked
by the employer for the purpose of the personnel’s hob-
by, recreational and holiday activities should be made in
the co-operation negotiations.

The initiative for negotiations must go through the main
points of the matter to be dealt with in the negotiations
and the grounds for the initiative for negotiations. Ha-
ving presented or received an initiative for negotiations,
the employer must give the relevant representatives of
a personnel group the information necessary for dealing
with the matter. In the event that the employer considers
the negotiations referred to in an initiative presented by
the representative of a personnel group unnecessary, it
must inform the relevant personnel group representati-
ves of this and the grounds for it without delay.

Co-operation negotiations should be held in the spirit of
co-operation, with the aim of achieving an agreement
on the matters discussed. An agreement achieved in co-
operation negotiations must be made in writing and can
remain valid for a fixed period of time or until further
notice. The parties have the right to terminate an agree-
ment valid until further notice with a six-month period of
notice, unless they have agreed on some other period of
notice. Everyone covered by the scope of the agreement
must be informed about the agreement’s content and,
unless otherwise agreed, the agreement will enter into
force a month later.

An agreement on working rules and the rules of a sug-

gestion scheme and any changes thereto is binding on
the employer and those employees belonging within the
agreement’s scope of application whose personnel group
representative has made the agreement. However, such
an agreement does not supersede an express provision
in an individual employee’s employment contract that is
more favourable for the employee.

If an agreement cannot be reached over the content and
personnel group-specific allocation of co-operation trai-
ning, the allocation of company flats or services or the
recreational activities to be offered with the employer’s
funds, the decision-making power in the matters mentio-
ned lies with the representatives of the relevant person-
nel groups.

If the parties, on the other hand, fail to reach an agree-
ment on working rules and the rules of the suggestion
scheme or changes thereto or on matters related to the
division of company flats, the ultimate decision-making
power lies with the employer, within the limits of its aut-
hority. However, the employer does not have the right
to unilaterally confirm the working rules to be complied
with in the undertaking or changes to be made thereto.

21.4.3. Changes in business operations affecting the
personnel and arrangement of work

Various changes that might have an effect on the posi-
tion of personnel may be made to business operations.
According to the Act on Co-operation within Underta-
kings, an employer must also negotiate with the person-
nel on any personnel effects and arrangement of work
attributable to changes in business operations that do
not lead to the termination of employment contracts,
lay-offs or employment contracts’ reductions into a part-
time employment contracts. Should the planned changes
result in terminations, lay-offs or reductions to part-ti-
me employment contracts, the employer must hold the
negotiations anew, starting from the very beginning, in
accordance with the provisions concerning reductions in
workforce (see 21.4.5.).

The employer must negotiate with the employees on
personnel effects caused by the winding down of the
undertaking or a part of it, the undertaking’s relocation
to another locality or the expansion or contraction of its
operations. Similarly, personnel effects caused by acqui-
sitions of machinery and equipment, the arrangement
of work or the use of external labour belong within the
scope of the co-operation procedure. Changes to servi-
ce production or product ranges and other comparable
changes to business operations must also be negotiated
with personnel, if they have personnel effects.

Material changes to tasks, work methods, the arrange-
ment of work and work premises as well as transfers from
one task to another attributable to the aforementioned
measures that fall within the scope of the employer’s
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right to supervise work and have an effect on employees’
position must be dealt with in co-operation negotiations.

The co-operation procedure must also cover negotia-
tions on the arrangement of regular working hours, any
planned changes to them and the planned changes’ ef-
fects on the beginning and end of regular working hours
and on the timing of rest periods and meal breaks, unless
otherwise provided in a collective agreement binding on
the employer.

It should be noted that, besides the arrangement of
tasks, the arrangement of work refers to the content and
organisation of work in general and that such arrange-
ments cause material changes to employees’ position.
The assessment should focus, in particular, on the durati-
on and extent of the change. If the change is not material,
the negotiations need not be held at all.

Co-operation negotiations should be held before the
employer decides on changes to business operations or
other arrangement of work which have a material effect
on the employees’ position. The negotiations must deal
with the essential grounds for, effects and alternatives
to the possible changes caused by the employer’s plans
in relation to the personnel’s position. In the spirit of co-
operation, the parties should attempt to reach a consen-
sus, but if this not achieved, the employer has the right
to decide on the matter. If the matter concerns only a
few individuals, the negotiations are held between the
employer and the persons whom the matter concerns. In
this case, the employees who belong in the scope of the
negotiations nonetheless have the right to ask a person-
nel representative to attend the negotiations.

The employer is obligated to make an initiative on co-
operation negotiations. The initiative must indicate the
time and place of the negotiations’ commencement. The
initiative should be made as early as possible. In addition,
the employer must, prior to the commencement of the
negotiations, provide the relevant employees or repre-
sentatives of personnel groups with all information ne-
cessary with regard to the matter to be discussed and in
the employer’s possession at the time. The employee or
representative of a personnel group must have a suffi-
cient amount of time before the commencement of the
negotiations to study and examine the matter both inde-
pendently and together with other employees or person-
nel representatives. The information should be attached
to the initiative for negotiations.

The representative of a personnel group also has the
right to request the commencement of co-operation
negotiations. Should the employer find the negotiations
unnecessary, it must immediately give a written explana-
tion of its grounds for finding the co-operation negotia-
tions unnecessary. If no such grounds exist, the employer
must make an initiative to commence the negotiations
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as soon as possible after it has received the request sub-
mitted by the representative.

21.4.4. Co-operation procedure in connection with a
transfer of business

The transfer of business means the transfer of an un-
dertaking, business, corporation, foundation or an ope-
rative part thereof to another employer, provided that
the business or its part engaged in as either full-time or
part-time business remains the same or similar after the
transfer. Legal praxis has found situations in which the
following requirements are met to constitute a transfer
of business:

there is a contractual relationship between the trans-
feror and transferee;

the transfer concerns a business or part thereof that
constitutes an operational entity

operations continue largely unchanged; and
operations continue forthwith, without a longer peri-
od of interruption.

It must be noted that disposing of the entire share ca-
pital of a limited liability company does not constitute a
transfer of business because, in that case, the employer
does not change. Nor is a change of the company form
considered a transfer of business.

The employer is not obligated to hold actual negotiations
on the transfer of business with the personnel, but both
transferor and transferee must inform the representati-
ves of personnel groups of matters related to the trans-
fer of business. The matters to be communicated are the
time or scheduled time of the transfer, the reasons for the
transfer, the legal, social and economic consequences of
the transfer and any planned measures concerning emp-
loyees. The transferor must give the information well in
advance of the transfer and the transferee no later than
within a week of the transfer. If the transfer of business
results in personnel effects, its is subject to negotiations
according to Chapter 6 (see 21.4.3.) or Chapter 8 (see
21.4.5.) of the Act on Co-operation within Undertakings.

21.4.5. Co-operation procedure when reducing the
use of labour

The most well-known provisions of the Act on Co-or-
dination within Undertakings concern the employer’s
obligation to negotiate with the personnel before it can
terminate or lay-off employees or reduce employment
contracts to part-time contracts on financial and produc-
tion-related grounds. The obligation to negotiate con-
cerns the termination of both one or more employment
contracts, if the employer is subject to an obligation to
negotiate based on the number of employees. The emp-
loyer may not make decisions on the reduction of work-
force before the co-operation negotiations have been
held in the appropriate way. The employer is not obli-

gated to negotiate if the undertaking has been declared
bankrupt, is placed in liquidation or when the physical
person who acted as the employer dies and his or her
estate decides not to continue the operations or transfer
the undertaking to a new employer.

The employer must give a written negotiation proposal
for the commencement of negotiations and employment
measures no later than five days prior to the negotia-
tions’ commencement. During this time — which is not
counted in the actual negotiation period — the personnel
representatives have the opportunity to prepare for the
negotiations.

The negotiation proposal should indicate, at the very
least, the time the negotiations begin and the place in
which they are held as well as a summary of the issues to
be negotiated. Should the employer give an incomplete
negotiation proposal, or indeed fail to give one altoget-
her, it may be liable to an indemnification explained in
more detail below (see 21.11.). If the employer is con-
sidering terminating the employment relationships of at
least ten employees, laying them off for more than 90
days or reducing their employment contracts to part-ti-
me contracts, it must also provide the representatives of
the relevant employees with the following information:

information on the grounds for the intended measu-
res;

a preliminary estimate on the amount of termina-
tions, lay-offs and full-time contracts reduced to part-
time contracts;

areport of the principles according to which the emp-
loyees whom the terminations, lay-offs and reduc-
tions to part-time contracts concern are selected; and
an estimate of the time during which the measures
are carried out.

The grounds for the intended measures refer chiefly to
the undertaking’s financial standing, descriptions of or-
ders on hand and customer, production and output vo-
lumes as well as accounts of the cost structure, competi-
tion situation, profitability or the undertaking’s strategic
future alternatives. The number of employees covered
by the co-operation negotiations may change during the
negotiations and the employer does not need to give an
estimate of the reductions of workforce per personnel
group. In other respects, the information must be provi-
ded in writing and attached to the negotiation proposal.
If a particular piece or part of information cannot be
supplied at this point, it can be given later. If the nego-
tiations concern fewer than ten people, an employee or
personnel representative must request the information
separately, but even in this case, the employer is obliga-
ted to provide the information.

The employer must also submit the negotiation proposal
or the information indicated therein in writing to the TE
Office no later than when the negotiations begin. This

duty to notify applies to all employers, despite the size
of the undertaking and the number of employees to be
reduced.

If the need to downsize the workforce concerns at least
ten employees, the employer must provide the represen-
tatives of personnel groups with a plan of action to pro-
mote employment at the beginning of the co-operation
negotiations. When preparing the action plan, the emp-
loyer must without delay clarify the public employment
services that support employment with the authorities
responsible for employment and the economy. The acti-
on plan must indicate the schedule for the co-operation
negotiation, the procedures to be followed in the nego-
tiations and the envisioned action plans for using public
employment services and promote the search for work
and training to be complied with during the period of
notice.

If the terminations considered by the employer con-
cern fewer than ten employees, the employer must, at
the beginning of the co-operation negotiations, present
the measures according to which employees’ indepen-
dent search for other jobs or training/education or their
employment through public employment services is sup-
ported during the period of notice.

Issues pertaining to the reduction of workforce must
likewise be dealt with in the spirit of co-operation to
achieve consensus, and the personnel must have a ge-
nuine opportunity to influence the solutions. Points such
as the grounds for and effects of the measures planned
by the employer, the principles or plan of action, alter-
natives for limiting the number of employees subject to
the reduction measures and for mitigating the effects on
employees must be discussed in the co-operation nego-
tiations.

The duration of the negotiation obligation provided in
the Act on Co-operation within Undertakings depends
on the nature of the measures considered by the emplo-
yer and on how many people the undertaking employs. If
the termination of employment relationships, lay-offs or
reductions of full-time contracts to part-time contracts
considered by the employer concern fewer than ten
employees or if the lay-offs will not last more than 90
days, the employer has fulfilled its negotiation obligation
when negotiations have been held for 14 calendar days.
If, on the other hand, the employer is considering termi-
nations, lay-offs that last more than 90 days or reduc-
tions of full-time contracts to part-time contracts that
concern at least ten employees, the negotiation obliga-
tion lasts for six weeks.

An exception to this rule is undertakings which employ
20-29 people, in which negotiations invariably last for 14
days. The same 14-day negotiation obligation also con-
cerns restructuring situations. An employer and emplo-
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yees or their representatives may also agree differently
with regard to the negotiation times provided in the Act
on Co-operation within Undertakings.

Once the negotiation period has come to an end, the
employer must, within a reasonable period of time, give
the representatives of personnel groups a general report
on the decisions to be considered on the basis of the ne-
gotiations.

In practice, the report should be given within a few weeks
of the negotiations’ conclusion and should indicate at le-
ast the number of the employees who will be given noti-
ce to, laid off or whose contracts will be reduced from
full-time to part-time contracts per personnel group, the
duration of lay-offs and the time during which the emplo-
yer plans to execute its decision to downsize the workfor-
ce. The individuals whose employment contracts will be
terminated, however, need not be named at this point.

21.5. Registering the outcome of the co-operation
negotiations

Upon request, the employer must ensure that minutes
are drawn up on the co-operation negotiations. The mi-
nutes should include details on at least the times during
which the negotiations were held, the people present in
the negotiations and the outcomes of the negotiations
or the participants’ dissenting opinions. All of the emp-
loyer and personnel group representatives present in the
negotiations review the minutes and verify them with
their signature. The minutes are of material significance
for subsequent assessments of whether the negotiations
were held in accordance with the Act on Co-operation
within Undertakings or whether something was agreed
on during them. Because of this, the minutes should be
signed only after they have been carefully reviewed and
any possible errors have been addressed, by correcting
them either in the minutes or in a separate appendix.

21.6. Right to use experts

Personnel group representatives have the right to con-
sult and request information from the experts of the
relevant operational unit and, insofar as possible, from
other experts and specialists in the undertaking when
they are preparing for the co-operation procedure. The
expert(s) in question may also be used in the actual co-
operation negotiations, when necessary for the issue un-
der discussion. Consulting a financial expert in terms of
the undertaking’s financial standing, for example, would
be natural. The use of external experts may be agreed on
with the employer separately.

21.7. Release from work and compensation

For the representatives of personnel groups to be able
to take care of the resultant responsibilities in the ap-
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propriate manner, they have a right to obtain a sufficient
release from their work. The release covers participation
in meetings related to the co-operation which a repre-
sentative of the employer also attends. The release also
covers the time which the personnel group representati-
ve needs to prepare for the negotiations to be held with
the employer together with the representatives of other
personnel groups, for example. The employer must com-
pensate for any loss of income resulting from the release
from work.

If the representative of a personnel group participates
in a co-operation negotiation outside his or her working
hours or performs some other task agreed to with the
employer, the employer must pay compensate him or
her for the time spent on the task in the amount corres-
ponding to the representative’s salary for regular wor-
king hours.

21.8. Confidentiality

The employer must inform the employees or the repre-
sentatives of personnel groups as well as the aforemen-
tioned experts which issues discussed and addressed in
the co-operation negotiations are subject to non-disclos-
ure. Only when a particular issue or case concerns the
health or financial standing of a private individual is there
no need to make separate mention of its confidentiality.
It is advisable to record the issues and subject matters
subject to non-disclosure in the minutes, the grounds for
the confidentiality included.

The employees, personnel group representatives and
aforementioned expert(s) must keep any business and
trade secrets of the employer they become aware of du-
ring the co-operation procedure confidential. Likewise
subject to non-disclosure is any information pertaining
to the employer’s financial status which is not public by
virtue of legislation and the spread of which would likely
be harmful to the employer or a partner of it.

The confidentiality obligation also applies to informa-
tion concerning corporate security and any equivalent
security arrangements, the spread of which would likely
be harmful to the employer or its partner, as well as to
information concerning the health, financial standing or
some other information personal to a private individual,
unless the person protected by the confidentiality obli-
gation has given his or her consent to the information’s
disclosure.

The confidentiality obligation does not prevent an emp-
loyee or the representative of a personnel group from
disclosing any information — apart from information
concerning the health of a private individual — to other
employees or their representatives. However, prior to
disclosing the information, the person disclosing it must
indicate its confidential nature.

In this manner, information subject to confidentiality/
non-disclosure may be disclosed to the extent necessa-
ry for the realisation of the purpose of co-operation in
terms of the position of these employees.

The confidentiality obligation lasts for the duration of the
entire employment relationship and, possibly, pursuant
to other legislation, even after it has ended.

21.9. Co-operation negotiations’ relation to
collective agreements’ provisions concerning
negotiations

If a matter to be dealt with in the co-operation negotia-
tions should also be discussed in accordance with the
collective agreement’s order of negotiations binding on
the employer, the co-operation negotiations may not be
commenced or they must be suspended if the employer
or the shop steward who represents those bound by the
collective agreement requires the matter to be discussed
according to the order of the collective agreement.

21.10. Derogations from the co-operation
procedure

An employer may derogate from its obligation to negoti-
ate provided in the Act on Co-operation within Underta-
kings for particularly weight reasons causing harm to the
undertaking’s production or service operations or the its
finances. A derogation from the obligation to negotiate
furthermore requires that the aforementioned reasons
could not have been foreseen.

When the grounds for derogating from the co-operation
obligations referred to above no longer exist, the emplo-
yer must initiate the co-operation negotiations without
delay, also clarifying the grounds for the exceptional pro-
cedure therein.

21.11. Indemnification and period for filing claim

An employer which has terminated an employment re-
lationship, laid off an employee or reduced a full-time
contract to a part-time contract through a wilful or gross-
ly negligent failure to comply with the procedure provi-
ded in the act on Co-operation within Undertakings may
be ordered to pay an indemnification to the employee
who has been laid off or whose employment contract has
been terminated or reduced from a full-time contract to
a part-time one. The maximum amount of such indemni-
fication is €34,140.

When determining the amount of the indemnification,
one must take into account the degree to which the
co-operation obligation has been neglected and the
employer’s circumstances in general as well as the nature

of the measure aimed at the employee and the duration
of his or her employment relationship. If the employer’s
neglect can, all things considered, be seen as minor, the
indemnification need not be awarded.

The employer may be ordered to pay the indemnification
regardless of whether it had legal grounds for the termi-
nation, lay-off or reduction from a full-time to part-time
contract. Thus the indemnification is a sanction solely
for neglecting the co-operation procedure the employer
has a statutory obligation to comply with. If there are no
legal grounds for the termination, lay-off or the reducti-
on of a full-time contract to a part-time one as required
by the Employment Contracts Act, the employer may be
ordered to pay damages for an unlawful termination in
addition to the aforementioned indemnification.

The employee’s right to the indemnification expires if the
claim during an ongoing employment relationship is not
filed within two years of the calendar year during which
the right to the indemnification was created. Thus the
right to claim indemnification for a violation of the Act
on Co-operation within Undertakings that occurred in
2013 expires on 31 December 2015. The right to indemni-
fication expires once the employment relationship ends,
unless the relevant claim is filed within two years of the
termination of the employment relationship.

21.12. Coercive measures

If an employer neglects its obligation to provide infor-
mation laid down in the Act on Co-operation within Un-
dertakings, a personnel group may request, in a court
of law, that the employer be obligated, within the time
prescribed by the court and under the threat of a fine, to
provide the personnel with:

information on the undertaking’s financial standing;
pay information;

information on the undertaking’s employment rela-
tionships; and

an account of the principles on the use of external
workforce applied in the undertaking.

If the employer neglects its obligation to draw up a per-
sonnel plan and/or training goals, the Ministry of Emplo-
yment and the Economy may, at the request of the rep-
resentative of a personnel group, request that a court of
law impose a conditional fine on the employer. This me-
ans that the employer must draw up the personnel plan
and the training goals under the threat of a fine.
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21.13. Availability and penalties

The Act on Co-operation within Undertakings must be on
display for everyone to see at the workplace.

An employer who wilfully or negligently fails to comply
with the negotiation procedure specified in the Act on
Co-operation within Undertakings may, in addition to in-
demnification, be sentenced to a fine for a violation of
the Act. Responsibility for the violation of the co-operati-
on obligation is borne by the representative of the emp-
loyer whose duties the obligation falls under.

An employee, the representative of such or the afore-
mentioned expert who breaches the confidentiality ob-
ligation may, on the other hand, be held accountable un-
der the Criminal Code.
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22. LAY-OFFS

A lay-off means a temporary interruption of work and salary payment taking place at the employer’ initiative while
the other terms of employment remain in force. A lay-off may remain in force until further notice or for fixed period of
time. In any case, it is a temporary solution. It can be implemented by a complete suspension of work or by shortening
an employee’s working hours (part-time lay-off). If the reason for a lay-off is the temporary diminishment of work, the
maximum period for a lay-off can usually be 90 days.

Employment Contracts Act (55/2001, Chapter 5)

22.1. Grounds for a lay-off

An employer may lay off an employee if it has financial
or production-related grounds for terminating the emp-
loyment relationship. In other words, an employee can be
laid off if the work offered has materially and permanent-
ly diminished due to financial and production-related
reasons or due to reasons related to a restructuring of
the employer’s operations, and the employee cannot be
re-assigned or retrained within reason.

The criteria for lay-offs may also be met when the dimi-
nishment of work is temporary in nature and is estimated
to last a maximum of 90 days. Even in this case, the prere-
quisite is that the employee cannot be re-assigned to or
retrained for a new job. The 90-day limit for a fixed-term
lay-off is nevertheless not unconditional. Rather, accor-
ding to the legislative drafts of the Employment Contracts
Act, it is a kind of flexible measure between a fixed-term
lay-off and one that is in force until further notice. Accor-
ding to the Employment Contracts Act, an employee may
not be laid off due to a reason for termination related to
the employee’s person or when the grounds for a cancel-
lation of the employment contract according to the Act
are met.

Lay-offs may be targeted at employees whose emplo-
yment contracts are valid until further notice. However,
an employee with a fixed-term contract who works as a
substitute for a permanent employee can also be laid off,
provided that the employer would have the right to lay off
the permanent employee, if he or she would be working.

In addition, the employer and employee may agree, while
the employment relationship lasts, on a temporary lay-
off when it is necessary for the employer’s operations or
financial situation. In such cases, any possible factors that
weaken unemployment security must nevertheless be ta-
ken into account.

The employment contracts of employees with fixed-term
contracts may include a condition according to which the
contract may be mutually terminated in the same man-
ner as a contract that is valid until further notice. Howe-
ver, employers do not primarily have the right to lay off
employees with such contracts. An employer may not lay
off an employee after the employee’s employment rela-
tionship has been terminated at the employer’s initiative.
In other words, the employer cannot be discharged of its
obligation to pay a salary for the period of notice this way.

22.2. Lay-off of a shop steward, employee
representative or occupational health and safety
representative

The Employment Contracts Act gives special protection to
a shop steward and employee representative. Shop ste-
wards or employee representatives may be laid off only
if their work ends completely and no other job corres-
ponding to their professional skills or otherwise suitab-
le them can be arranged or if they cannot be trained for
another job. A shop steward and employee representati-
ve are therefore the last to be laid off, provided that their
professional skills and experience allow them to handle
the jobs that remain.

What is explained above in terms of laying off shop ste-
ward and employee representatives correspondingly
applies to laying off occupational health and safety rep-
resentatives.

22.3. Advance explanation, hearing an employee
and lay-off notice

Prior to giving the actual lay-off notice, the employer
must give the employee or the employees’ representative
an advance explanation of the lay-off and an estimate of
the matters to be specified in the lay-off notice, detailed
below. Following the advance explanation, prior to the
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lay-off notice, the employer must give the employees or
their representative a chance to be heard on the explana-
tion given. However, the advance explanation need not
be given if the employer is obligated to hold co-operation
negotiations with the personnel. In such cases, the finan-
cial and production-related grounds for the lay-offs as
well as the lay-off’s effects and possible alternatives to it
will be discussed in the co-operation procedure.

Lay-off notices must be delivered to employees in person,
in compliance with a minimum notice period of 14 days.
A different notice period can be agreed on with collecti-
ve bargaining agreements and many of them do indeed
include agreements on longer notice periods for lay-off
notices. According to the collective agreement applicable
to upper white-collar employees working in the technolo-
gy industries, for example, the notice period for a lay-off
notice is a month when the employment relationship has
lasted for more than a year.

If the notice cannot be given in person, it can also be de-
livered by mail or electronically. The lay-off notice must
indicate the grounds for the lay-off, its time of commen-
cement and duration or estimated duration.

At the employee’s request, the employer must give a
written certificate of the lay-off that indicates at least the
reason for the lay-off, its time of commencement and its
duration or estimated duration. In practice, it is always
wise to ask for such a certificate, because it is required
when taking care of affairs with employment authorities,
among others.

The lay-off notices must also be delivered to the repre-
sentative of the employees laid off. The employer must
inform the employment authorities of the lay-off if it con-
cerns at least ten employees.

22.4. Postponement, interruption and end of a
lay-off

The Employment Contracts Act does not recognise a lay-
off’s postponement procedure. Because of this, a lay-off
may not be postponed unilaterally by the employer, un-
less the procedure has been agreed upon in the emp-
loyment contract or with the employee. According to
the Employment Contracts Act, the only way to change
the time at which a lay-off begins is to cancel the lay-off
and give a new lay-off notice in compliance with the ap-
propriate notice periods.

As mentioned above, collective agreements often contain
more detailed provisions on the postponement and inter-
ruption of lay-offs. According to some collective agree-
ments, the time of a lay-off may be postponed on certain
grounds in such a way that the original lay-off notice is
cancelled and the employee is provided with a new lay-
off notice.
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Nor does the Employment Contracts Act recognise the in-
terruption of a lay-off. Because of this, an employer may
not unilaterally order an employee to work temporarily
during a lay-off in such a way that the lay-off would conti-
nue after this temporary return to work. An interruption
of a lay-off is possible only if its agreed upon separately
between the employer and the employee.

According to the Employment Contracts Act, the
employer’s only means to get an employee to work with
a unilateral decision is to end the lay-off. In such cases, a
new lay-off can, of course, begin after a new lay-off notice
and the appropriate notice period.

A fixed-term lay-off ends at the end of the indicated or
agreed period of time. An employee laid off until further
notice must be informed about the beginning of work no
less than seven days in advance, unless otherwise agreed.

22.5. Agreeing on a lay-off

YTN does not recommend agreeing on a lay-off. Such ag-
reements may carry risks with regard to obtaining daily
unemployment allowance for the duration of the lay-off.
If agreeing on a lay-off, one should always first find out
how the relevant unemployment funds view the matter.

22.6. Other work during a lay-oft

The Employment Contracts Act does not prevent an emp-
loyee from taking on another job for the duration of a lay-
off. An employee who has accepted another job during
a lay-off may terminate the employment contract he or
she has made with the other employer with a five-day
period of notice, regardless of the period of notice to be
complied with otherwise. An employee is therefore entit-
led to enter into an employment contract for a job that
corresponds with his or her occupation for the duration
of a lay-off. However, the case may not involve operations
in direct competition with the employer’s operations,
since the non-competition clause applicable to the emp-
loyment relationship remains in force throughout the
lay-off. Nor may an employee disclose the employer’s bu-
siness or trade secrets during a lay-off.

22.7. Fringe benefits during a lay-off

In the event that an employee has at his or her disposal a
flat as an emolument or on the basis of a lease agreement
included in the employment contract, the employee’s
right to use the flat will remain intact for the duration
of the lay-off. A fair-value rent, however, must be paid
for the flat for the time in question. The employee must
be informed of the charging of the rent no later than a
month before the payment obligation begins. In exceptio-
nal cases, when important circumstances so require, the
employer may nonetheless change the flat to some other
suitable flat. In such cases, the relocation costs are borne
by the employer.

The right to use other fringe benefits, such as company
car or phone and meal benefits, are interrupted for the
duration of the lay-off. In other words, the fringe bene-
fits are on a par with the salary. In practice, an employer
sometimes lets an employee use fringe benefits during
a lay-off, too. This has a bearing on the determination of
the daily unemployment allowance, since in such cases,
the employee is considered to receive a part of his or her

pay.

Section 26.7. contains more information on an adjusted
daily allowance.

22.8. Termination of a laid-off employee’s
employment relationship

An employee who has been laid off may terminate his or
her employment contract to end immediately, without a
period of notice, regardless of whether the employment
contract is valid for a fixed period of time or until further
notice. However, this right ceases for the final seven days
leading up to end of the lay-off. A termination during the-
se final seven days will be subject to the normal period
of notice.

If the lay-off has lasted continuously for more than 200 ca-
lendar days, the laid-off employee has the right to receive
the pay for his or her period of notice as compensation,
in the same fashion as if the employer were to terminate
the employment contract. An annual holiday or a formal
short-term stint of work meant to circumvent the provisi-
on do not interrupt the continuous period of the lay-off.

An employer may terminate an employee’s employment
contract during a lay-off, but laid-off employees must also
be paid a salary for the period of notice. If the notice pe-
riod for the lay-off has been longer than 14 days pursuant
to the law or a collective agreement, the employer may
deduct a 14-day salary from the salary paid for the period
of notice.

Section 5.3. contains information on a lay-off’s effect on
the accumulation of an annual holiday.
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23. THE END OF AN
EMPLOYMENT CONTRACT

An employment relationship may terminate in a number of ways. An employee himself or herself may terminate or
cancel the employment contract. The employer may terminate the employment relationship either for reasons attri-
butable to the employee or financial and production-related reasons or, in serious cases, even cancel the employee’s
employment contract. An employment relationship may also end in cancellation during a trial period either at the will
of the employee or the employer. A fixed-term employment contract, on the other hand, normally ends without any
separate measures when the term comes to an end—for example, after the work has been completed.

An employee does not need to give a reason for terminating his or her employment contract. An employer, on the other
hand, must always justify the termination of an employee’s employment contract.

23.1. End of a fixed-term employment contract

A fixed-term employment contract ends when the term
comes to an end or when the task has been completed. A
fixed-term contract need not be terminated and there is
no period of notice. If the length of the fixed-term emplo-
yment relationship has not been determined according to
the calendar and its end depends on a factor that is kno-
wn to the employer but not the employee, the employer
must let the employee know about the expected end of
the employment relationship well in advance.

A fixed-term employment contract cannot, primarily, be
terminated. However, it can be terminated; if the right to
terminate has been expressly agreed upon. If a fixed-term
employment contract is terminated by the employer, it
must have grounds for the termination.

The parties to the employment contract may also agree
on the termination of a fixed-term employment cont-
ract, even if the right to terminate has not been agreed
upon in advance. What is to be noted in such cases is the
agreement’s effect on unemployment security.

Another exception is a fixed-term employment contract
made for a period that lasts for more than five years,
which can be terminated according to the same grounds
and procedures as an employment contract valid until
further notice after five years have passed since the cont-
ract was made.

A fixed-term employment contract may furthermore be
terminated prematurely by cancelling the employment
relationship on the grounds required by the Employment
Contracts Act.

See also the sections on trial periods (3.4.), the cancel-
lation of an employment relationship (23.15.), restructu-
ring procedures (23.10.), termination in connection with
a transfer of business (23.8.) and the bankruptcy or death
of the employer (23.9.).
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23.2. Termination of an employment contract
valid until further notice

An employment contract valid until further notice prima-
rily ends through termination by either party, the termi-
nation taking effect once the period of notice has expired.
In addition, an employer is required to give legal grounds
for the termination. An employee may terminate his or
her employment contract without giving a reason for it.

23.3. Period of notice

A period of notice can be agreed upon, within certain li-
mitations, freely either with an employment contract or
a collective agreement. The maximum length for a period
of notice is nevertheless six months.

Regarding a period of notice, it may also be agreed that
the employer comply with a longer period of notice than
the employee. If the period of notice agreed upon with
regard to the employer is shorter than the employee’s
period of notice, the employee may comply with the
employer’s period of notice.

It may also be agreed that no period of notice at all will be
complied with. This kind of agreement may also be made
only in the termination situation. If such an agreement
is made, the employment relationship is considered to
terminate at the end of the workday or shift in question.

An agreement that waives a period of notice prevents
the employee from receiving an unemployment benefit
for a corresponding period. Statutory periods of notice
are complied with in cases where there is no agreement
whatsoever as to a period of notice.

23.3.1. Statutory periods of notice
The following periods of notice are complied with if no
other agreement has been made.

Duration of employment Employer’s period of notice

at most 1 year 14 days
. more thanlyear_4year5 ........... 1 month ............................
. more than4year_gyear5 et 2 months ...........................
. more thangyear_lzyears et 4 months ...........................
. more than12 years ............... 6months ...........................

Duration of employment Employee’s period of notice

more than 5 years 1 month

Exceptional periods of notice are complied with in relati-
on to a transfer of business, bankruptcy or a restructuring
procedure. For further information on those, see the re-
levant sections.

If the period of notice is counted as months, the day on
which the employment relationship ends corresponds
with the date of termination; for example, when comp-
lying with a one-month period of notice, if the emplo-
yment relationship is terminated on 6 July, the final day
of work is 6 August. Accordingly, when complying with a
two-week period of notice, an employment relationship
that is terminated on Monday, 6 July, ends with the final
day of work on Monday, 20 July.

23.3.2. Non-compliance with a period of notice

If an employer fails to comply with the period of notice
when terminating an employment contract, it is obligated
to pay the employee a salary for the entire period of noti-
ce, holiday compensation included. If it is the employee
who fails to comply with the period of notice, he or she
is obligated to pay to the employer an amount equal to
the salary for the period of notice as a lump-sum com-
pensation. The employer is entitled to withhold this sum
from the payoff to be paid to the employee, complying
with what has been provided on an employer’s right of
set-off. The employer may primarily set-off a maximum of
one-third of an employee’s net pay. A separate decree has
furthermore confirmed the protected amounts in euros
which must, at minimum, remain at the disposal of the
employee.

If non-compliance with the period of notice with regard
to either party concerns only a part of the period of noti-
ce, the aforementioned payment obligation only applies
to a corresponding amount of the pay for the period of
notice.

23.3.3. Termination prior to the start of work
An employment contract can be terminated even be-

fore the employment relationship (the performance of
work) begins. In the event that the period of notice to be
complied with in this situation is longer than the period
remaining until the employment relationship begins, and
the person will not be working for this time, the period
in excess will incur for the employer an obligation to pay
salary and for the employee an obligation to work. If the
employee fails to fulfill his or her obligation to work, he
or she is in breach of the employment contract made and
will be liable for the damage thus caused to the employer.
In practice, however, the parties often agree on the termi-
nation of the employment contract without an obligation
to work.

See section 3.2. for further information.

23.3.4. Obligation to work during a period of notice
An employment relationship continues largely according
to the previous terms for the duration of a period of noti-
ce. A period of notice is therefore a part of the normal
employment relationship, during which both parties are
still required to fulfil their contractual obligations pur-
suant to the employment contract. In other words, the
employee still needs to carry out his or her tasks per the
employment contract. An employee may also be on an-
nual holiday, sick leave, paternity leave, etc., during a
period of notice. As is the case during the employment
relationship’s validity in any other case, too, the employer
decides on holidays during a period of notice. The emplo-
yee may merely suggest that he or she be allowed to take
any remaining holidays during the period of notice.

Section 5.10. includes more information on taking an an-
nual holiday during a period of notice.

The employer and employee may agree on the employee
not being under an obligation to work during the period
of notice. The employer may also unilaterally release the
employee from the obligation to work during the period
of notice.

It is always advisable to request such a release in writing,
so that the employee cannot be claimed to have neg-
lected his or her obligation to work later. Even if the emp-
loyer releases the employee from the obligation to work,
the salary for the period of notice must nevertheless be
paid normally and in full.

23.4. Employee’s own resignation

An employee does not need to give a reason for termina-
ting his or her employment contract. When resigning, an
employee must comply with the period of notice speci-
fied in the employment contract or, if no period of notice
has been agreed upon, the aforementioned periods of
notice according to the Employment Contracts Act.

If an employee terminates his or her employment cont-
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ract according to a, say, two-month period of notice,
when his or her correct period of notice is a month, there
is a risk that the employer will consider the employment
contract to terminate after the original period of notice.

It is advisable to prepare two copies in writing of a noti-
ce of termination, one for the employer and one for the
employee as evidence. While the notice can be drawn up
in free form, it does need to indicate the names of the
parties, the date when the employment relationship is
terminated and the date on which it ends. If an employee
resigns to move to a new job, she or he should not submit
the notice of termination before signing the new emplo-
yment contract.

An employee can also terminate an employment contract
himself or herself after the employer has terminated it. In
this case, the parties comply with the employee’s period
of notice, if it is shorter than the time remaining of the
employer’s period of notice.

23.4.1. Consequences of resigning

The period of notice does not differ from the normal
course of an employment relationship in any way. The
employee’s obligation to work continues until the end
of the period of notice, unless the parties agree or the
employer tells the employee that the employee is not ob-
ligated to work during the period of notice. The period of
notice may overlap in part or in full with an annual holi-
day, sick leave or family leave.

When resigning, the employee must take into account
that, if he or she does not have new employment, the
termination of the old employment relationship at his or
her own initiative usually leads to a qualifying period for
unemployment security. If the employee does not have
a valid reason for terminating the employment relation-
ship, the TE Office will impose a 90-day period during
which he or she is not entitled to a compensation.

Valid reasons for terminating an employment contract/
resignation include the grounds for termination specified
in the Employment Contracts Act or that the work can-
not be considered suitable in relation to the employee’s
capacity for work. At times an employee may also have a
valid reason to resign when his or her family is relocating
to another locality because of the spouse’s work. Accor-
ding to legal praxis, valid reasons have not, in some cases,
included problems in child care, difficulties to travel or
difficulties caused by the length of working hours.

The employer may sometimes suggest to the employee
that he or she resign instead of the employer termina-
ting the employment contract. The employer may also
suggest an agreement to terminate the employment re-
lationship. Such agreements are discussed in more detail
under section 23.20. below. Employees should take a cri-
tical attitude towards such suggestions and investigate
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their effects before signing the agreement. Expert help is
available through the union or employees’ association’s
lawyer. Termination at one’s own initiative and the afo-
rementioned agreement eliminate the employee’s option
of contesting the termination of the employment rela-
tionship later.

An employee who terminates the employment relation-
ship at his or her own initiative gets a shorter period of
notice and less pay than he or she would get in a termina-
tion initiated by the employer. Often the duration of the
employment relationship and work history also remain
shorter.

23.5. Grounds for termination attributable to the
employee

According to the Employment Contracts Act, an emplo-
yer may terminate an employment contract valid until
further notice only for a proper and weighty reason. Such
proper and weighty grounds attributable to the employee
or related to his or her person include a serious breach
or neglect of duties deriving from the law or the emp-
loyment contract which have a material impact on the
employment relationship and such material changes in
the ability to work related to the employee’s person due
to which the employee is no longer able to cope with his
or her tasks. When assessing the properness and weight,
one should account for the circumstances of the emplo-
yer and employee as a whole.

At least the following cannot be regarded as a proper and
weighty reason such as referred to in the Employment
Contracts Act:

an illness, disability or accident affecting the emplo-
yee, unless his or her working capacity is substantial-
ly reduced thereby for such a long period of time as
to render it unreasonable to require the employer to
continue the employment relationship;

the employee’s participation in industrial action ar-
ranged by an employees’ association or in accordance
with the Collective Agreements Act;

the employee’s political, religious or other opinions
or his or her participation in social activity or associa-
tions;

resorting to means of legal protection available to
employees.

Given the brevity of the Employment Contracts Act, it is
nearly impossible to determine, by way of any general ru-
les or examples, when the proper and weighty grounds
referred to in the Act exist. This is why the adequacy of
the grounds for termination must always be assessed on
a case-by-case basis according to established legal praxis.

The assessment of the proper and weighty reason giving
grounds for termination must therefore always be carried

out as an overall assessment in such a way that all factors
and circumstances with an impact on the case are taken
into consideration. Termination on such grounds should
only occur when an employer acting in good faith cannot
reasonably be expected to act in any other way.

Typical grounds for an individual termination include a
failure to carry out tasks, non-compliance with instruc-
tions given by the employer within the framework of its
right to supervise work, a breach of administrative rules,
unjustified absences and evident negligence in work.

On the other hand, prior to termination, the employer
must also find out whether the termination could be avoi-
ded by re-assigning the employee to another task. If the
grounds for termination constitute such a serious breach
related to the employment relationship that the emplo-
yer cannot reasonably be expected to continue the cont-
ractual relationship, there is no need to give a warning or
investigate the possibility to re-assign the employee.

23.5.1. Warning

Employees who have failed to fulfil their contractual ob-
ligations arising from the employment relationship or
breached them may nevertheless not be given notice
to until they have been warned and given a chance to
amend their conduct.

The warning can be given orally or in writing. The warning
must be based on actual events and specified in such a
way that the employee understands what the issue con-
cerns. The employee must be given a genuine opportuni-
ty to amend his or her conduct or behaviour.

The law contains no provisions as to the number of war-
nings or their validity. A warning can be considered to
remain valid for roughly a year, but each case must be
considered individually. An employer’s policy with regard
to warnings should be consistent and equal.

If an employee is not guilty of any breach or neglect, the
warning is insignificant and the employer cannot appeal
to it as grounds for termination. However, to avoid am-
biguity, an employee should always verifiably dispute
an unwarranted warning. The contesting may take place
orally or in writing. What is essential is that the employee
can, if necessary, prove to have notified the employer of
the fact that he or she has considered the warning un-
warranted.

23.6. Financial and production-related grounds
for termination

An employer may terminate an employment contract
when the work offered has diminished materially and per-
manently due to financial or production-related grounds
or a restructuring of the employer’s operation. The law
therefore requires the work to have been diminished
both materially and permanently, at the same time. If this

is not the case, the termination of employment contracts
is not an option.

When assessing the diminishment of work, the situation
must be viewed separately in the case of each employee.
If the diminishment is merely temporary, the employer
does not have the right to give notice to the employee.
In such cases, the employer may only consider a lay-off.
The diminishment of work is considered temporary if the
period of time for which work has diminished does not
exceed 90 days.

The diminishment of work may be the result of a num-
ber of reasons. Possible reasons include a decline in de-
mand, tougher competition, the undertaking’s products
becoming outdated, a transition to subcontracting, the
employer’s rationalisation measures and the contraction
or refocusing of operations.

Situations in which work has not diminished per se, but in
which the undertaking is making a loss and is terminating
employment contracts to achieve cost savings are very
problematic. In such cases, the situation must be consi-
dered as a whole and one should attempt to investiga-
te whether the cost savings to be gained by cutting the
workforce are a genuinely essential factor for the contin-
uity of the undertaking’s operation.

Changes to the material terms of employment relation-
ships, such as a reduction of wages, are discussed in more
detail in section 3.13.

23.6.1. Obligation to offer other work

The material diminishment of work alone does not pro-
vide adequate grounds for termination if the employee
can be re-assigned to another job in lieu of it. In such ca-
ses, the employee must primarily be offered work that
corresponds with his or her employment contract. If such
work is not available, the employee must be offered other
work that corresponds with his or her training, professio-
nal skills or experience.

When assessing the possibilities for such re-assignment,
it should also be investigated whether the arrangement
in question could be realised by providing the employee
with training for the task in question. In such cases, the
employer must arrange for the employee such training
required by the tasks that can be considered suitable and
reasonable from the perspective of both parties.

If the employer has a reasonable possibility to re-assign
or train the employee for a new task, it does not have
the right to terminate the employment relationship. Ho-
wever, the employer is only obligated to arrange training
that serves the employer’s needs and the employee’s
professional development. In other words, the employer
cannot be required to make arrangements for training
that deviate from the nature of its line of business or the
level considered conventional with the regard to the size
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of the workplace.

The Labour Court’s decision TT 2005:77, which concerned
a matter involving a member of YTN, focused on the
employer’s obligation to offer work as an alternative to a
termination of the employment relationship.

While work in the unit of the employee whose emplo-
yment relationship was terminated had clearly dimi-
nished, there were plenty of vacancies in the large un-
dertaking to which new external employees had been
recruited. Some of the tasks in question were unsuitable
for the employee, while other tasks were of the kind for
which she or he, based on experience, could likely have
been hired after a fairly short period of training and orien-
tation. The employer offered the employee in question
only one other job in a completely different locality, to
which the employee was unable to relocate due to per-
sonal reasons.

Although the undertaking had an electronic system with
open vacancies in use for the purposes internal recruit-
ment and even though the employer emphasised an
employee’s own initiative, the Labour Court’s decision
underscored the employer’s obligation, at its own initiati-
ve, to investigate the work on offer internally for an emp-
loyee whose employment relationship was under threat
of termination and the person’s ability to cope with such
work. The Labour Court found the employer to have failed
to fulfil its obligation to offer work and training, instead
of which the employment contract had been terminated
without due cause. The employer was therefore obliga-
ted to pay damages to the employee.

If an employee refuses the new tasks offered to him or her,
the procedure is not construed as constituting a termina-
tion of the employment contract at the employee’s own
initiative. However, such refusal may lower the amount
of damages the employee may be entitled to due to the
unfounded termination of the employment relationship.

If an employer which exercises actual control in person-
nel matters in some other undertaking or corporation
through a shareholding, agreement or some other arran-
gement cannot offer an employee the aforementioned
work, the employer must investigate whether it can fulfil
its obligation to offer work and training by offering the
employee other work from the undertakings or corpo-
rations under its control. According to the Employment
Contracts Act, the obligation to offer work extends only
from a parent company towards subsidiaries, not from a
subsidiary towards another subsidiary or the parent com-

pany.

23.6.2. Situations in which there at least are no
financial or production-related grounds for
termination

The Employment Contracts Act also includes a list of
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examples in which the grounds are not sufficient for ter-
minating an employee’s employment contract due to fi-
nancial or production-related reasons.

According to the provision in question, such grounds do
not exist at least in the following situations:

The employer has prior or subsequent to the termi-
nation hired a new employee for similar tasks, even
though the operating conditions have not changed
during the equivalent period.

The reorganisation of work has not led to an actual
diminishment of work.

23.7. Terminating the employment relationship of
an employee who is pregnant or on family leave

The employment contract of an employee who is on ma-
ternity, special maternity, paternity, parental or child care
leave may be terminated due to financial and production-
related grounds only if the employer’s operations cease
altogether.

The employer may not terminate an employee’s emplo-
yment contract because of a pregnancy or on the grounds
that the employee exercises his or her statutory right to
a family leave provided in the Employment Contracts Act.
The protection begins from the moment the employer
becomes aware of the pregnancy. The employee is ob-
ligated to present proof of the pregnancy if the emplo-
yer requests such proof. If an employer terminates the
employment contract of an employee who is pregnant or
on family leave, the termination is considered to be at-
tributable to the employee’s pregnancy or family leave,
unless the employer is able to prove otherwise.

23.8. Termination in connection with a transfer of
business

A new owner may not terminate the employment cont-
ract of an employee in connection with a transfer of busi-
ness on the basis of the transfer. The employer can there-
fore terminate the employee’s employment contract only
if there are the financial and production-related grounds
for the termination referred to in the Employment Cont-
racts Act or a proper and weighty reason related to the
employee’s person. In such cases, the period of notice is
equal to any other case of termination.

Employees may, in connection with a transfer of business
and regardless of the period of notice to be otherwise
complied with in the employment relationship or its du-
ration, terminate their employment contracts to end on
the date of the transfer, if they have been informed of the
transfer of business by the employer or the company’s
new proprietor no later than a month prior to the date of
the transfer. If the employees are informed of the trans-
fer at a later date, they may terminate their employment

contracts to end as of the date of the transfer or after, but
in any case no later than within a month of having been
informed of the transfer of business. This right also be-
longs to an employee who has a fixed-term employment
contract.

Section 3.5. contains further information on such
transfer’s effect on employment relationships.

23.9. Termination in connection with the
bankruptcy or death of the employer

When an employer is declared bankrupt, an employment
contract, regardless of its duration, may be termina-
ted mutually with a 14-day period of notice, even if the
parties would have agreed on a longer period of notice.
This also applies to a fixed-term employment contract.
This special 14-day period of notice may, however, only
be used after the bankruptcy has commenced. Not even
the knowledge of the undertaking’s imminent bankrupt-
cy entitles anyone to use this shortened period of notice,
even if the bankruptcy were to occur immediately after
the termination.

When an employer is driven into bankruptcy, the bank-
ruptcy estate has the right to terminate any employment
contracts already terminated again, with a 14-day peri-
od of notice, thereby shortening any ongoing periods of
notice. The salary for the bankruptcy period is paid by the
bankruptcy estate.

When an employer dies, both a party to the estate and
an employee have the right to terminate an employment
contract, regardless of its duration, with a 14-day period
of notice. This also applies to a fixed-term employment
contract. This special right to terminate an employment
contract must be exercised within three months of the
employer’s death.

23.10. Termination in connection with a
restructuring procedure

If the employer is subject to corporate restructuring pro-
ceedings, it may terminate an employee’s employment
contract if the grounds for the termination are:

an arrangement or measure carried out during the
restructuring procedure that is necessary to avoid
bankruptcy and because of which work stops or di-
minishes materially and permanently; or

a measure based on the confirmed restructuring pro-
gramme due to which work stops or diminishes mate-
rially and permanently; or

an arrangement attributable to a financial reason con-
firmed in the restructuring programme and based on

the programme that requires the downsizing of work-
force.

However, the aforementioned right to terminate emplo-
yment contracts does not apply if the employee can be
reasonably, in terms of his or her professional skills and
capacity, be re-assigned or trained for another job. In
the event that the right to terminate employment cont-
racts is exercised, the terminations may be carried out
in accordance with a two-month period of notice, even
if longer periods of notice had been agreed upon. This
period of notice also applies to fixed-term employment
contracts. The period of notice applicable to an employee
terminating an employment contract in connection with
a restructuring procedure is primarily 14 days.

23.11. Termination during a lay-off

An employer may terminate an employee’s employment
contract during a lay-off if the diminishment of work pro-
ves to be permanent. In such situations, the employer
must pay the employee the salary for a period of notice.
The employer may deduct a 14-day salary from the salary
paid for the period of notice if the employee has been laid
off according to a longer lay-off notice period than the
statutory or contractual 14-day notice period.

Section 22.8., concerning lay-offs, discusses an employee’s
right to terminate his or her employment contract during
a lay-off.

23.12. Terminating the employment contract
of a shop steward, employee representative or
occupational health and safety representative

The Employment Contracts Act provides a special protec-
tion against termination for shop stewards and employee
representatives. For an employer to terminate the cont-
ract of a shop steward or employee representative for a
reason related to the person of the aforementioned, the
majority of the employees the shop steward or emplo-
yee representative in question represents must give their
consent to the termination, in addition to the require-
ment concerning adequate grounds for termination.

The employment contracts of shop stewards and emp-
loyee representatives may nevertheless be terminated if
their work ceases completely and they cannot be arran-
ged with work that corresponds with their professional
skills or is otherwise suitable for them or if they cannot
be trained for other work.

What is explained above with regard to terminating the
employment contracts of shop stewards and employee
representatives applies correspondingly to the termina-
tion of an occupational health and safety representative’s
employment contract.
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23.13. Employment leave

When an employment contract has been terminated due
to financial and production-related reasons or in connec-
tion with a restructuring procedure, the employee is en-
titled to a paid employment leave during the period of
notice. The employee may use the leave to draw up an
employment plan, labour market training or practical trai-
ning, on-the-job learning, searching for a new job, a job
interview or re-assignment coaching. Following the ter-
mination, the employer and employee may also agree on
the employee not exercising his or her right to this leave.

The duration of the employment leave is determined
according to a particular employee’s period of notice as
follows:

Duration of employment leave Length of period of notice

2. a maximum of 10 workdays :more than 1 month, no more
inall : than 4 months

3. a maximum of 20 workdays
inall

more than 4 months

The leave can also be taken as partial workdays. Prior to
taking an employment leave or a part thereof, the emp-
loyee must inform the employer of the leave and the
grounds for it as early as possible. Should the employer
so request, the employee must present a reliable report
on the grounds for the leave. Exercising the leave may not
cause significant inconvenience for the employer.

The employment plan should be drawn up at a TE Office
immediately after an employee entitled to the plan re-
quests it. The employee must submit his or her request
no later than within 30 days after the employment rela-
tionship has ended.

23.14. Re-employment of an employee whose
employment contract has been terminated

An employer must offer work to an employee whose
contract the employer has terminated due to financial
and production-related grounds or in connection with
a restructuring procedure if its need for workforce with
regard to the same or similar tasks that the employee in
question has performed arises again after the terminati-
on. This obligation remains in force for a period of four
months following the end of the employee’s period of
notice. However, if, by the time it is terminated, the emp-
loyment relationship has continued uninterrupted for at
least 12 years, the reemployment period is six months. An
employee who falls within the scope of this obligation to
offer work must be given priority even over a more qua-
lified external candidate, as long as he or she meets the
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requirements set for the task.

However, the obligation to offer work only applies if the
employee has registered as a job seeker in the TE Office
and the job search is still in effect. In practice, the obliga-
tion to re-employ functions in such a way that the emp-
loyer must inquire from the local employment authority
whether its former employees whose contracts were ter-
minated are seeking jobs through the authority in ques-
tion and, should the response be positive, offer work pri-
marily to these job seekers. This obligation also applies to
the transferee in a transfer of business when the transfe-
ror has terminated an employee’s employment contract
to end prior to the moment of transfer.

23.15. Cancellation of an employment contract

Cancellation is an extremely exceptional way to end an
employment contract. The cancellation of an emplo-
yment contract mainly comes into play only when the
case involves an exceptionally serious breach of contract
by one contracting party. The cancellation of an emplo-
yment contract requires a particularly weighty reason. If
an employment contract is cancelled, it ends without a
period of notice. The employment relationship neverthe-
less continues until the end of the shift or day in questi-
on. Because of this, the employee is entitled to his or her
full pay for the day, even if the employer would order the
employee to leave the workplace immediately.

The assessment of the grounds for cancellation is not al-
ways easy. If an employer has cancelled an employee’s
employment contract even if the grounds for terminating
it have been met, the employee is entitled to receive the
salary for the period of notice she or he has lost as com-
pensation. In the event that even the grounds for a ter-
mination are not met, the employee may be awarded da-
mages for the unlawful termination of the employment
contract, if the employer has wilfully or negligently failed
to comply with the provisions concerning cancellation in
the Employment Contracts Act.

23.15.1. Grounds for cancellation

The particularly weighty reasons that entitle an emplo-
yer to cancel an employee’s employment contract include
such a serious breach or neglect of the employee’s duties
with material effect on the employment relationship and
based on the employment contract or the law that the
employer cannot reasonably be expected to continue the
contractual relationship even for the duration of a peri-
od of notice. Correspondingly, an employee has the right
to cancel an employment contract with immediate effect
if the employer breaches or neglects its duties with ma-
terial effect on the employment relationship and based
on the employment contract or the law to such a serious
extent that the employee cannot reasonably be expected
to continue the contractual relationship even for the du-
ration of a period of notice.

An employer furthermore has the right to consider an
employment contract cancelled if the employee is absent
from the workplace for at least seven days without noti-
fying the employer of a valid reason for his or her absence
during this time. In such cases, the employment contract
is considered cancelled as of the start of the absence. If
the employer has not been notified of the absence due
to an acceptable reason such as the employee being hos-
pitalised, the cancellation of the employment contract is
rescinded. The employee is entitled to an equivalent right
if the employer is similarly absent for a week and has no
substitute at the workplace.

23.15.2. Examples of grounds for cancellation
The employer may cancel an employment contract in, for
example, the following cases:

the employee has materially misled the employer
when entering into the employment contract;

the employee’s negligence risks health and safety at
the workplace, or the employee is present while into-
xicated or uses intoxicating substances on the premi-
ses contrary to workplace regulations;

the employee grossly slanders the character of the
employer or the employer’s family member, substitu-
te or a co-worker or is violent towards them;

the employee exploits to his or her own advantage or
discloses to a third party the employer’s business or
trade secrets in an aggravated manner or enters into a
competing employment contract;

the employee wilfully or negligently fails to carry out
his or her duties and continues to do so despite a war-
ning.

The employee may cancel an employment contract in, for
example, the following cases:

the employer has materially misled the employee
when entering into the employment contract;

the employee’s reputation or morality is endangered
due to the employment relationship;

the employer orthe employer’s substitute grossly slan-
ders the character of the employee or the employee’s
family member or is violent towards them;

the employer or the employer’s substitute risks health
and safety at the workplace with their negligence;
the employee is not given enough work;

the salary is not paid according to agreement.

The lists above serve as mere examples and are applicab-
le only when the circumstances do not give reasons for
other considerations. When assessing the grounds for
cancellation, one must always remember to review each
case separately, taking into account the big picture.

23.15.3. Exercising a cancellation right

In terms of time, a cancellation right is fairly limited. A
cancellation right expires if the employment contract has
not been cancelled within 14 days of when a party to the
employment contract became aware of the fulfilment of
the grounds for cancellation. If the grounds for cancella-
tion are continuous, the employment contract must be
cancelled within 14 days of the time when the employer/
employee becomes aware of a cessation of the grounds.
Only in exceptional cases, when the cancellation is hinde-
red due to a valid reason, may it be carried out later. In
such cases, the employment contract must be cancelled
within 14 days of the end of the hindrance. If the cancel-
lation is not carried out within the prescribed period of
time, the right to cancel the employment relationship ex-
pires. Even in such cases, it may be possible to terminate
the employment relationship on the same grounds.

23.16. Flat benefit when the employment
relationship is terminated

When an employment relationship ends, the employee’s
right to use a flat (accommodation) provided to her or
him as emolument depends on the duration of the emp-
loyment relationship. If the employment relationship has
lasted for at least a year, the period of notice concerning
a company flat is six months in terms of the employer. If
the employment relationship has lasted less than a year,
the period of notice concerning a company flat is three
months in terms of the employer.

If the employer cancels the employment relationship for
a reason other than the employee’s illness, the period of
notice is three months, if the employment relationship
has lasted for at least a year. If the employment relation-
ship has been shorter than this, the period of notice is
one month. These periods of notice also apply when the
employee resigns or cancels his or her employment cont-
ract without legal grounds for doing so.

If the agreed work requires the employee to reside in a
particular flat or property and this is expressly mentio-
ned in writing in the employment contract or lease ag-
reement, the right to use the flat ends within a month of
the end the employment relationship, regardless of the
duration of the employment relationship.

A company flat’s period of notice is counted as full calen-
dar months.

The employee may be provided with some other suitable
flat to use for the time subsequent to the end of the emp-
loyment relationship, if the employer has an important
reason for it. In such cases, the relocation costs are borne
by the employer. The employee must pay a rent for the
flat for any period following the end of the employment
relationship. The amount of the rent may not exceed the
reasonable monthly housing expense per square metre
for the locality in question confirmed pursuant to the
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Housing Allowance Act. The employee must be informed
of the amount of the rent, which can be collected from
the beginning of the month immediately following the
14-day period after the notification.

The legal provisions concerning company flats are man-
datory. The rights they confer on an employee may not be
restricted in an employment contract, for example.

23.17. Procedure for terminating an employment
contract

The employer must give the notice on the termination of
an employment contract to the employee in person. In
the event that the employment contract is terminated at
the employee’s initiative, the notice must be given to the
employer or the employer’s representative. If delivery in
this manner is not possible, the notice may be delivered
by mail or electronically. The recipient is considered to
have received the notice no later than on the seventh day
following its dispatch. If the employee is on annual holi-
day or an at least two-week leave due to an averaging out
of working hours at the time, the notice of termination
sent by mail or electronically is considered to have been
delivered at earliest on the day following the last day of
the holiday or leave. If the employee nevertheless veri-
fiably receives the notice of termination earlier, the ter-
mination is considered to occur at that moment, and the
special provisions concerning the mailing of the notice do
not apply.

Another exception to these provisions concerning the de-
livery moment of a notice of the termination of an emp-
loyment relationship are situations in which the emp-
loyment relationship is cancelled by appealing to a trial
period or for some other particularly weighty reason. In
such cases, it suffices that the notice has been mailed or
sent electronically within the prescribed period of time.

Employers quite often request that a notice of termina-
tion be acknowledged. It is worth reading the document
carefully and in time before signing. The notice may
contain entries according to which the employee has ac-
cepted or agreed upon the termination with the emplo-
yer. If the employee has a reason to believe that he or she
may cause harm by signing the notice of termination, it
should not be signed.

The law does not prescribe a specified form for the termi-
nation or cancellation of an employment contract. Becau-
se of this, an employment contract may be terminated
either orally or in writing. The written procedure is more
common and recommended. If the employee has not re-
ceived a written notice of termination or cancellation, she
or he may request one from the employer. In such cases,
the employer is obligated to immediately notify the emp-
loyee of the main points of the grounds for termination
or cancellation and the date on which the employment
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contract ends. The employee will need these documents
when registering at the TE Office.

23.17.1. Termination attributable to the employee
When grounds for termination related to the person of
the employee appear, the employer must deliver the
notice of termination within a reasonable period of time.
Before the employer terminates an employment contract
for a reason attributable to the employee, the employee
must be given a chance to be heard on the grounds for the
termination. The same procedure applies if the employer
intends to cancel an employee’s employment contract.
The employee is entitled to use a consulting assistant in
the hearing. In the event that the employee intends to
cancel the employment contract, he or she must give the
employer a chance to be heard before doing so.

23.17.2. Termination due to other reasons

Before the employment relationship of an employee
is terminated due to financial and production-related
grounds or in connection with a restructuring procedure,
the employer must explain the grounds for and alterna-
tives to the termination to the employee. The employee
must likewise be informed of the services available at the
TE Office as soon as possible.

If the employment contract is terminated due to the
employer’s death or bankruptcy, the employee must be
informed of the grounds for the termination as soon as
possible. If the employment contracts of several emplo-
yees are being terminated at once, the explanation may
be given to the employees or their representatives toget-
her. If the grounds for the termination are being negoti-
ated with the employees in accordance with the Act on
Co-operation within Undertakings or a binding collective
agreement, the employer need not give the separate ex-
planation on them referred to herein.

23.18. Right to pay during waiting days

When an employment relationship ends, all receivables
arising from the employment relationship must be paid
on the last day of the employment relationship, unless
otherwise agreed. If this payment by the employer is de-
layed, the employee is entitled, in addition to the interest
on late payment referred to in the Interest Act, to receive
a salary for the days of waiting, though only for a maxi-
mum of six days.

If the employee’s receivable is not clear and undisputed,
or if the delay in payment is attributable to a miscalcu-
lation or some other comparable error by the employer,
the employee is entitled to a salary for the waiting period
only if he or she reminds the employer of the delay within
a month of the employment relationship’s end. Following
the reminder, the employer has three weekdays to pay
the remaining receivables. The right to a salary for the

waiting period will, in such cases, take effect after the
three weekdays reserved for the employer’s payment
have passed.

23.19. Liability for damages

If the employer wilfully or negligently fails to fulfil its
contractual obligations arising from the Employment
Contracts Act or an employment contract, it must com-
pensate the employee for the damage caused thereby.

The employee is also subject to a liability for damages
based on equivalent grounds. The liability for dama-
ge caused by the employee through mistake or neglect
depends on the degree of guilt to be considered the
employee’s fault. A wilful act is largely subject to a full
liability for damages, whereas in the case of minor negli-
gence, the employee is free of liability. In other situations
involving negligence, the liability is adjusted to be reaso-
nable when accounting for the magnitude of the damage,
the severity of the act, the position of the damaging par-
ty, the need of the injured party and other circumstances.

23.19.1. Compensation for the termination of an
employment relationship

An employer that has terminated an employee’s emplo-
yment contract contrary to the grounds provided in the
Employment Contracts Act may be ordered to compen-
sate the employee for the unfounded termination of the
employment relationship. Such compensation equals
three months’ salary at minimum and 24 months’ sala-
ry at maximum. The maximum amount of compensation
payable to a shop steward or an employee representative
elected on the basis of a collective agreement, however,
may equal 30 months’ salary.

If the case involves a termination due to financial and
production-related grounds or an unfounded termination
in connection with a restructuring procedure, an unlawful
cancellation during a trial period or a cancellation contra-
ry to the grounds for cancellation provided in the Emplo-
yment Contracts Act, the compensation may amount to
less than three months’ salary.

Depending on the reasons for the termination of the
employment relationship, the amount of compensation
is influenced by, for example, the estimated duration of
the time the employee will remain without work and loss
of income, the remaining duration of a fixed-term emplo-
yment contract, the duration of the employment relation-
ship, the employee’s age and possibility to find work that
corresponds with his or her occupation and education,
the employer’s procedure when terminating the emplo-
yment relationship, a cause for termination attributab-
le to an employee herself or himself, the employer and
employee’s general circumstances and other comparable
factors.

23.19.2. Daily unemployment allowance’s effect on

damages and the payment of compensation

The unemployment compensation paid to an employee
usually effects the amount of damages and compensation
for the unfounded termination of an employment rela-
tionship payable to the employee.

When the case concerns compensation based on emolu-
ments lost due to unemployment, the deductions to be
made from the compensation are as follows:

75 per cent of the earnings-adjusted daily allowances
paid to the employee during the period in question;
80 per cent of the basic daily allowances paid to the
employee during the period in question; and

the labour market subsidy, in full, paid to the emplo-
yee during the period in question.

A court of law may adjust the deduction so as to make it
reasonable or not adjust it, if it is considered reasonable.
If an agreement on the employer’s obligation to compen-
sate is made between the employer and the employees
or associations, the agreement must make a separate
mention of the full compensation and the compensation
for emoluments lost prior to the agreement’s conclusion
included therein. In addition, part of the compensation
may be ordered as compensation for intangible damage
due to an injury on the employee’s person. The afore-
mentioned daily unemployment allowance deductions
concern only the compensation due to the loss of emo-
lument, not the intangible damages. The deductions may
also be adjusted in an agreement between the parties.
The following section contains more information on the
termination of an employment relationship by mutual ag-
reement.

The employer is responsible for paying the deducted
sums forward. The employee is responsible for delivering
a copy of the agreement to the unemployment fund, if
the employee is unemployed and receives a daily allo-
wance from the fund.

23.20. Terminating an employment relationship
by mutual agreement

A mutual agreement is a sometime-used alternative to a
conventional termination. There are no special provisions
on the form or terms of an agreement to terminate an
employment relationship. It should nevertheless always
be made in writing; in addition, it should be reviewed
with a lawyer in respect of the terms and resulting con-
sequences, such as unemployment security, no later than
before signing the agreement. One should exercise great
care when making such agreements.

the taxation of the lump sum as well as the rest of the
payoff.

In addition to the withholding of tax, the compensation
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23.20.1. On the validity and reasonableness of the
agreement

The parties’ free will to conclude an agreement is an im-
portant starting point for the conclusion of a valid agree-
ment. The agreement’s inception may not be influenced
by coercion directed at the other party, fraudulent mis-
representation or by taking advantage of the other party’s
lack of judgment or dependent position. In the event that
one party wishes to appeal to the agreement’s invalidity
or unreasonableness, the party should be able to prove
it. If an employee feels coerced into concluding an agree-
ment with the employer, he or she should contact a union
lawyer immediately, and always before signing.

23.20.2. Parties to and background of agreement

The parties to the agreement — the employer and the
employee — are mentioned at the beginning. It is especial-
ly important to name the employer with regard to a group
[of companies] and in case the employee has worked for
more than one employer.

The section on background usually includes a summary
of the circumstances that led to the agreement, such as
an organisational change implemented in the underta-
king and the consequential material diminishment of the
work of the employee in question (financial and producti-
on-related background) or the parties’ mutual attempt to
solve their disputes or personal chemistry disagreements
amicably (individual-based background). In the event
that the agreement is made only after the employment
relationship has been terminated, the background secti-
on usually also indicates the date on which the notice of
termination was given and the grounds for termination
mentioned therein.

When an employment relationship ends by way of mutu-
al agreement, the labour commission will generally impo-
se a 90-day qualification period on the employee.

Background information furthermore usually includes the
date on which the employee started working for the emp-
loyer and the latest work she or he has carried out.

23.20.3. Employment relationship’s termination date
and obligation to work

The date on which the employment relationship ends
should be indicated precisely. Usually the employment
relationship ends after a period of notice, but it can also
be agreed that it ends immediately and that the salary for
the period of notice, holiday compensation included, be
paid as a lump sum.

In practice, it is fairly common to agree that the employee
will not be obligated to work, at least for the entire period
of notice. The parties should indeed agree mutual ground
rules on how, on the one hand, to carry out the winding
down of the employee’s tasks or their transfer to other
employees and, on the other hand, how to take into con-

108 YTN Employment Relationship Guide

sideration the situation’s effects on the employee, i.e.
issues involving motivation and information security. For
the sake of clarity, it is also recommended to expressly ag-
ree on whether the employee may take an annual holiday
at the same time or whether she or he is merely released
from the obligation to work, in which case the holidays
are compensated for in money.

23.20.4. Employment relationship receivables and
holiday compensation

The mutual agreement on the termination of an emplo-
yment relationship should specify what the employee’s
payoff contains and on which day it will be paid. The
most common employment relationship receivables, in
addition to the salary for the period of notice, consist of
overtime compensation, reimbursements for costs such
as travel expenses and various performance pays (com-
missions, bonuses, subsequent commission and options).

Holiday entitlements are regulated by the Annual Holi-
days Act. The employee should not agree on terms poo-
rer than what he or she is statutorily entitled to even in
a situation where the employment relationship is coming
to an end. The agreement usually indicates the number
of holidays the employee has accrued during the previous
holiday credit year and, correspondingly, the number of
holidays she or he has time to accrue by the end of the
employment relationship.

Section 5.7. discusses holiday compensation in more de-
tail.

23.20.5. Separate compensation for the termination of
an employment relationship

The parties are free to agree on the amount of the com-
pensation to be paid to the employee. What is decisive
when assessing the amount of reasonable compensati-
on is a consideration involving matters of law — in other
words, the likelihood of the grounds for the termination
being legal or illegal. If the compensation is paid as dama-
ges, a part of the daily unemployment allowances paid
to the employee should be deducted from it as further
specified in the Employment Contracts Act.

If the compensation is paid as what may be referred to as
a golden handshake, the deductions are not made. It is
worth remembering that the employee is not entitled to
receive daily unemployment allowance during the period
over which the golden handshake received can be divi-
ded. A six-month handshake, for example, equals roughly
a division over six months, for which time the fund will
not pay a daily allowance. In spite of this, it is vitally im-
portant to remember to register at the TE Office no later
than when the employment relationship ends.

In addition, it is worth checking with the tax administrati-
on whether the employee has the possibility for income
spreading pursuant to the Income Tax Act to rationalise

for termination is subject only to social security costs. The
compensation does not accrue pension. This is because
the compensation is not subject to pension insurance
contributions, given that the employment relationship
has ended.

23.20.6. Outplacement packages

Sometimes, as part of the mutual agreement to termi-
nate an employment relationship, the employer pays for
what is generally referred to as an outplacement packa-
ge on behalf of the employee. Such packages are usually
bought from external consulting firms. If the employer
suggests an outplacement service, it is worth making an
appointment with the consulting firm and studying the
content of the service before making the relevant deci-
sion.

If the employment relationship has been terminated due
to financial and production-related grounds, it may be
possible that the TE Office accepts the outplacement ser-
vice as part of the employment plan of the change secu-
rity. However, this must be expressly agreed upon in ad-
vance with the TE Office of one’s own place of residence.

23.20.7. Reference letter and certificate of pay

It should be agreed in the agreement that the employee
is provided with a positive reference letter that promotes
employment on the date when the employment relation-
ship ends. The employee will also need a certificate of pay
for the unemployment fund.

23.20.8. Waiving rights

This is one of the key, often final, provisions of a mutual
agreement to terminate an employment relationship, in
which the parties mutually waive all demands towards
each other in relation to the employment relationship
and its termination.

This means that, after signing the agreement, the emp-
loyee can no longer contest the grounds for the termina-
tion of his or her employment relationship, for example,
unless he or she can prove the unreasonableness or inva-
lidity of the agreement or some provision thereof. If the
employment contract has included a separate non-com-
petition clause, it is worth agreeing that the employer will
not make any demands in that regard either.

23.21. Reference letter

When an employment relationship ends, the employer
must give the employee a reference letter, if the emplo-
yee asks for one. The reference letter must indicate the
duration of the employment relationship and the quality
of the tasks involved, the latter meaning a description of
the employee’s principal duties.

In addition, should the employee specifically so request,
the certificate must indicate the reason for the terminati-

on of the employment relationship and an assessment of
the employee’s skills and conduct.

The employer is obligated to provide a reference letter
for a period of ten years as of the end of the employment
relationship. However, a certificate on the employee’s
skills and behaviour must be requested within five years
of the employment relationship’s end. If more than ten
years have passed since the end of the employment rela-
tionship, the employer is obligated to provide a reference
letter only insofar as this does not cause unreasonable in-
convenience for the employer. The same conditions apply
to replacing a lost or damaged reference letter with a new
one.

The Employment Contracts Act does not recognise what
are referred to as temporary reference letters, which do
appear in practice. This is why an employer is not obliga-
ted to provide an employee with a reference letter while
the employment relationship lasts.

The employer may not include in the reference letter any
sign or give the reference letter in a form the purpose of
which is to give any information on the employee other
than what becomes apparent from the wording. Violating
the obligation to give a reference letter is a punishable act
that may result in a fine.

23.22. Retirement age

An employment contract ends when the employee reach-
es the age of retirement (68). In such cases, the emplo-
yment relationship ends automatically, without a termi-
nation and a period of notice at the end of the calendar
month during which the employee turns 68.

However, if they so wish, the employer and employee
may agree on the continuation of the employment rela-
tionship even after the age of 68, either in the form of a
fixed-term contract or one that is valid until further noti-
ce. In such cases, the conclusion of a fixed-term contract
does not require grounds for the fixed term.

Employees are basically free to retire at the point they
choose, between the ages of 63 and 68. If an employee
wishes to retire before the age of 68, he or she must ter-
minate the employment relationship in accordance with
the period of notice.

On the other hand, the employer may not terminate
an employee’s employment relationship on the basis
of an age less than 68. In such cases, the employer can
only ‘terminate the employment relationship when the
grounds for termination referred to in the Employment
Contracts Act are at hand.

A retirement age lower than the statutory one may ne-
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vertheless be agreed on. However, such an agreement is
binding only if the lower retirement age includes a pen-
sion benefit of a sufficient level or some other financial
benefit.
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24. RESOLUTION OF EMPLOYMENT
RELATIONSHIP DISPUTES

Any disputes and disagreements that arise between an employer and employee should be resolved at the company
level locally, between a representative of the employer and the employee. Dispute resolution may also be assisted by the
workplace’s shop steward or employee representative, the contact person for upper white-collar employees or a company
association. Associations and unions provide information on the contact persons of companies when necessary. If a
dispute cannot be resolved through negotiations held at the workplace, an association or union will take the matter
under consideration. The association will nevertheless provide background assistance even during local negotiations.

24.1. Negotiation order

The Federation of Professional and Managerial Staff
(YTN) has agreed on a negotiation system with the Con-
federation of Finnish Industries (EK) to be used in the re-
solution of employment relationship disputes, if the dis-
pute involves an organised employer. Each YTN affiliate
may, of course, also investigate and resolve disputes in
which the employer party is not organised. The agreed
and common negotiation order is basically of the follo-
wing kind.

Disputes and disagreements should primarily be resolved
locally, at the company level locally, between a represen-
tative of the employer and the employee. In such cases,
an individual upper white-collar employee may negotiate
on the employment relationship dispute with his or her
superior or the company management. It is nevertheless
always a good idea to get in touch with the shop steward
or employee representative when an employment rela-
tionship dispute emerges. The employee may also aut-
horise the representative of his or her personnel group
to negotiate on the matter on his or her behalf. At this
point, it is usually advisable to consult the association’s
lawyers if the case involves the interpretation of law, ot-
her regulations or an individual employment agreement.

In the event that the issue involves employment rela-
tionship matters common to all upper white-collar emp-
loyees, it may be referred to a special local negotiation
body. Such a local negotiation body is composed of rep-
resentatives of the company and the upper white-collar
employees.

If the local negotiations fail to reach an agreement on
the matter, the dispute may be referred to an association
lawyer and the employer or an association representing
the employer or some other legal representative. In the
case of particularly far-reaching and fundamental dispu-
tes, the matter may also be discussed between YTN and
EK. If the dispute cannot be resolved through negotia-

tions, it may be brought before a court of law.

Naturally, all of the negotiation options for handling a dis-
pute must be exhausted first, before the two-year period
during which legal action must be taken expires. Disputes
arising from the interpretation of collective agreements
are resolved in the Labour Court, in which only parties to
a collective agreement may bring action. Before action
is brought, however, negotiations according to the nego-
tiation order aiming to resolve the dispute must be held.

A court of arbitration may also be used as an alternative
to the Labour Court. The dispute may only be brought
before a court of arbitration if the parties agree on it.
Such an agreement may also be included in an emplo-
yment contract.

A court of arbitration differs from the proceedings held in
a court of law mainly in that the matter is not public, the
conclusive resolution to the dispute is usually obtained
faster and the decision of the arbitrators is not subject
to appeal. YTN nonetheless does not recommend emplo-
ying a court of arbitration due to its steep price. The legal
expense insurances cover only a fraction of the costs or
none at all.

24.2. Written memorandum to association

Before contacting one’s own association, it is advisable
to draw up a concise written memorandum on what has
transpired. The memorandum will help to clarify the pic-
ture of the dispute situation, and it is necessary for the
association’s employee to obtain basic information.

The description should indicate the following points:
details on the memorandum’s author and employer
the time the employment relationship began

the main content of the agreement (whether the
parties have agreed on any special arrangements,
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amount and quality of pay, etc.); append a written
employment contract, if one has been drawn up
position within organisation, job and content of work
the problems that have appeared and an opinion on
the reasons for them, a description of the problem
and its development

any possible documents that may clarify the situation
such as minutes drawn up on co-operation negotia-
tions or personnel bulletins.

If the employees’ association and employer or the asso-
ciation that represents the employer fail to find a soluti-
on to the matter, the dispute may be resolved by way of
legal proceedings.

24.3. Investigating the legality of the termination
of an employment contract

If an employee considers the termination of his or her
employment contract to have occurred contrary to the
Employment Contracts Act and attempts to resolve the
matter through negotiations as described above have fai-
led, the matter may be referred to a court of law for re-
solution. The action in a dispute concerning the termina-
tion of an employment contract must primarily be filed
in the district court of the employer’s registered office
within two years of the employment relationship’s end.
The termination or cancellation takes effect even if the
dispute is being considered by a court of law. Therefore,
even an investigation by means of legal proceedings can-
not prevent the termination from taking effect. Should
the termination subsequently be found unlawful, the
employer will become liable for damages in accordance
with the court’s decision.

24.4. Other employment relationship disputes

In addition to disputes concerning terminations, a varie-
ty of other legal disputes may arise in relation to emplo-
yment relationships. The lawyers of YTN’s affiliates are
naturally available for investigations concerning all kinds
of disputes arising from employment relationships. Ulti-
mately, all disputes for which a resolution has not been
achieved through negotiations may be brought before a
court of law.

Typical legal disputes also include cases in which an emp-
loyee is claiming some kind of outstanding receivable
from the employer. Such cases may involve pay, annual
holiday compensation, holiday bonuses, overtime com-
pensation, daily allowances, travel expense reimburse-
ments, etc. At times, the case involves a dispute in which
the employee claims damages from the employer due
to the employer’s wilful or negligent failure to fulfil its
obligations based on the Employment Contracts Act or
the employment contract. An employer may also claim
damages from an employee. In such cases, however, the
amount of damages may be adjusted by the court so as
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to be reasonable.

An action concerning a dispute attributable to the ter-
mination of an employment relationship must be filed in
a general court of first instance within two years of the
employment relationship’s end.

25.

WAGE SECURITY

The wage security system secures the payment of an employee’s claims (receivables) arising from an employment re-
lationship in the event of the employer’s bankruptcy or other insolvency situation. All claims the employer would be
obligated to pay to an employee are payable in the form of wage security. Wage security is paid only for claims of an
employee arising from an employment relationship. Wage security does therefore not cover, for example, the managing
director of a limited liability company, given that a managing director is not considered to be in an employment rela-
tionship, but a statutory organ of the company.

Applications for wage security are received by the Employment and Economic Development Offices (TE Offices) and
the Centres for Economic Development, Transport and the Environment (ELY Centres), which also offer advice on issu-
es related to wage security. The application for wage security is processed by the ELY Centre of the employer’s registered

office. The ELY Centre also makes the decision in the matter.

Pay Security Act (866/1998), Government Decree on Pay Security (1276/2009)

25.1. Applying for wage security

Wage security is applied for with a form available in TE
Offices and online, at www.suomi.fi/asiointi. When the
employer is bankrupt, wage security may also applied for
by the administrator of the bankrupt’s estate on behalf
of the employees. The application for payment of the
claim in the form of wage security must be submitted
within three months of its falling due. Claims arising from
an employment relationship usually fall due on the pay
day. A payoff usually falls due when the employment re-
lationship ends. If the application has not been filed wit-
hin the prescribed three months, the wage claim cannot
be paid in the form of wage security.

It is advisable for the employee to apply for his or her
claim in the form of wage security if the employer is in-
solvent or if there is reason to suspect that the employer
may become insolvent during any legal proceedings con-
cerning a wage claim.

The decision in a wage security matter is made by the ELY
Centre of the employer’s registered office after having
heard both employer and employee. Only claims that are
unambiguous and undisputed in terms of their bases and
amounts can be paid as wage security. If the employer
contests the wage claim applied for as wage security, and
the accuracy of the claim cannot be established in the
wage security procedure, the claim cannot be paid in the
form of wage security before its amount and basis have
been resolved in a legally valid judgment.

The employee whose application for wage security has
been rejected must, in order to retain his entitlement to
pay security, take legal action against the employer wit-
hin six months of having been informed of the wage se-
curity decision.

If the employee wins the dispute in court, the claim
based on the court’s decision may be paid in the form
of wage security, provided that a new application is sub-

mitted within three months of the judgment becoming
legally valid and that the general conditions for receiving
wage security are met.

25.2. Claims to be paid in the form of wage
security

Claims paid in the form of wage security include, for
example,

actual salary

commissions

holiday pay and holiday compensation

holiday bonus and end-of-holiday pay
compensation for reduced working hours (‘pekkas’
days)

salary for a period of notice

salary paid during a pregnancy

compensation for tools and travel expenses

daily allowances

damages based on the employment relationship
any interest on late payment related to the above.

Claims in the nature of damages, the amount of which is
only established in a court of law, can be applied for as
wage security within three months of the matter being
resolved by a legally valid judgment. However, if the
employer has cancelled the employment contract wit-
hout grounds for doing so, the salary for the period of
notice should be applied for within three months of the
date of the cancellation, even if the actual legal procee-
dings were still in their infancy.

The maximum amount of claims to be paid in the form of
wage security is €15,200 per employee. Working hours
bank claims are subject to a maximum amount with re-
gard to wage security. This maximum amount equals the
employee’s salary for six months on the basis of work
performed for the same employer. The claims applied
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www.suomi.fi/asiointi

for as wage security must be indicated in the applicati-
on as gross amounts, i.e. in such a way that the withhol-
ding of tax is not deducted. Claims to be paid in the form
of wage security are subject to the withholding of tax,
which is 30 per cent until €5,000 and 50 per cent for any
portion exceeding that. The state collects any claims paid
in the form of wage security from the employer or the
employer’s bankruptcy estate, interest included.
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26. UNEMPLOYMENT SECURITY

A person residing in Finland and registered as an unemployed job seeker in need of full-time work at a TE Office, and
who furthermore meets the employment condition, is entitled to a daily unemployment allowance. The employment
condition stands to show that the person has been in the labour market regularly and earned his or her income through

gainful employment.

Unemployment funds pay their members an earnings-related daily allowance for the period of unemployment or lay-
off. This allowance consists of a basic part that equals the amount of basic daily allowance as well as an earnings part
that is determined according to the earned income of the person in question. The amount of the basic daily allowance
is confirmed annually in accordance with the National Pensions Index. In the event that a person is not a member of
an unemployment fund and thus not entitled to an earnings-related daily allowance, the Social Insurance Institution
of Finland (Kela) pays him or her the basic daily allowance.

Kela also pays a labour market subsidy to an unemployed person who does not meet the employment condition and to
a person who has received either a basic daily allowance or earnings-related daily allowance for a period of 500 days.

Unemployment Security Act (1290/2002)

Act on Public Labour and Business Services (916/2012)

26.1. Registering at a TE Office

To receive a daily unemployment allowance, a person
must register at a TE Office. The registration must be
done as soon as the employment relationship ends, also
in cases where the person has received various finan-
cial support packages from the employer. The unemp-
loyment is considered to have begun from the day on
which the job search has taken effect in the TE Office of
the person’s place of residence. A registration cannot be
made retroactively.

The TE Office gives the unemployment fund a binding
statement on whether the statutory employment-rela-
ted conditions concerning the payment of an earnings-
related daily allowance are met in the case of the per-
son in question. The statement serves as a basis for the
unemployment fund’s decision on the payment of the
daily unemployment fund.

After registration, it is also important to comply with the
instructions and dates given by the TE Office to maintain
the validity of the job search and to ensure the earnings-
related daily allowance.

26.2. Condition of membership and employment

The unemployment fund may begin paying an earnings-
related daily allowance after the member’s membership
and employment conditions have been met.

The membership condition is met once the person has
been a member of the unemployment fund, i.e. insured,
for at least 26 calendar weeks.

The employment condition is met when the person has
been in paid employment for at least 26 calendar weeks
during his or her membership period, each calendar week

containing at least 18 working hours. Weeks that accrue
the employment condition may be accumulated during
the 28 months immediately preceding the registration as
an unemployed job seeker. A further requirement is for
the pay to have complied with the collective agreement,
but if there is no collective agreement for the industry in
question, the minimum pay for full-time work must be at
least €1,165 per month (in 2015).

The aforementioned 28-month period — referred to as
the period of review — may be extended if the person
has had an acceptable reason for being absent from the
labour market. Such acceptable reasons include an ill-
ness, liability for military service, job alternation leave,
a scholarship period, the birth of a child and caring for a
child less than three years old. The review period may be
extended, at maximum, to seven years.

The validity of the employment condition ends when the
person has been absent from the labour market for more
than six months without an acceptable reason. In such
cases, the earnings-related daily allowance can only be
paid after the person meets the employment condition
again.

Exceptions to the accrual of the employment condition
are made when the person works in an industry with
exceptional working hours arrangements, such as in te-
aching, or when the person works in connection with a
partial daily sickness allowance.

If the person has met the employment and membership
condition prior to the beginning of a partial retirement
or partial disability pension, the earnings-related daily
allowance is determined according to the income from
the full-time work prior to retirement. Accordingly, if the
person has met the membership and employment condi-
tion prior to the beginning of partial child care leave, the
daily allowance is determined from the income prior to
the beginning of the partial child care leave.
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The employment condition does not include working
hours transferred into the working hours bank, but it
does include the time when the person has been on lea-
ve, spending the time accumulated in the working hours
bank, and received corresponding pay.

26.3. Application

Daily unemployment allowance is paid only on the basis
of an application. The application forms are available in
TE Offices, at unemployment funds and online, at www.
tyj.fi/lomakkeet. It is also worth checking the possibili-
ty to take care of matters electronically (eAsiointi) with
one’s unemployment fund. The application is filled in
and, supplemented with the documents mentioned on
the form, submitted to the unemployment fund of which
the person is a member. If the person is not a member
of an unemployment fund or if she or he is entitled to an
earnings-related daily allowance, the daily allowance is
applied for from Kela.

The daily allowance is applied for retrospectively, in peri-
ods of four calendar weeks or a month. A daily allowance
cannot be applied for in advance. The application for dai-
ly unemployment allowance must be submitted no later
than three months from the date for which the person
wishes to receive a daily allowance.

26.4. Period of partial benefit

Daily unemployment allowances are paid after the per-
son has been registered as an unemployed job seeker in
the TE Office for five full workdays during a maximum of
eight consecutive calendar weeks.

The period of partial benefit is set whenever the maxi-
mum 500-day period of payment for an earnings-related
daily allowance begins again from the start. The period
of partial benefit is nevertheless not imposed if the ma-
ximum period for daily allowance begins within a year
of the beginning of the previous maximum period and
if the period of partial benefit had been imposed at the
beginning of the maximum period for the previous daily
allowance.

Days of partial benefit do not include days when the per-
son is not entitled for a daily allowance, such as quali-
fication periods or the allocation/division of severance
pay. But the period of partial benefit does include the
period of partial benefit related to a daily sickness allo-
wance and rehabilitation money as well as the days du-
ring which the person has been paid an unemployment
benefit for services that promote employment.

26.5. Qualification period
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When submitting an employment-related statement to
the unemployment fund, the TE Office simultaneous-
ly determines any possible qualification period, i.e. the
period during which the applicant is not entitled to an
unemployment benefit. The qualification period, 90 days,
is imposed when, for example, the person has resigned
from his or her work without a valid reason or has herself
or himself caused the employment contract to end.

26.6. Allocations/divisions

A financial benefit received from the employer in relation
to the termination of an employment relationship, such
as severance pay, golden handshake, support package,
incentive — other than damages — prevents the granting
of daily unemployment allowance for the period of time
over which the financial benefit is divided according to
the pay received for the latest employment relationship.
It is of no consequence under which name the benefit is
paid. Training arranged or paid for by the employer, ho-
wever, is not allocated as a benefit.

26.7. Amount of earnings-related daily allowance

One can calculate an estimate of the amount of his or her
earnings-related daily allowance in the service available
at www.tyj.fi.

The amount of the earnings-related daily allowance is
calculated from the established earnings subject to the
withholding of tax for the period preceding the unemp-
loyment at least for the time that meets the employment
condition. Holiday bonuses and holiday compensation is
deducted from the earned income. In addition to these
amounts, a percentage equal to the employee’s pension
insurance and unemployment insurance contributions as
well as the contribution for daily sickness insurance al-
lowance, or 4.28 (in 2015), is deducted from the earned
income.

If the daily allowance is determined according to earned
income from a period earlier than what is mentioned
above due to an extension of the review period concer-
ning the accumulation of the applicant’s employment
condition for an acceptable reason, the earned income
is increased according to the employment pension index.

An earnings-related daily allowance is composed of a ba-
sic portion, the earnings-related portion and child increa-
ses. The basic portion is equal to the amount of the basic
daily allowance confirmed annually according to the Na-
tional Pensions Index. In 2015, the basic daily allowance
is €32.80. The earnings-related portion is 45 per cent of
the difference between the person’s daily salary and the
aforementioned basic portion. If the monthly salary ex-

ceeds what is referred to as a culmination point which, in
2015, was €3,116.00, the amount of the earnings-related
portion for the part that exceeds this is 20 per cent. Any
dependent children under 18 entitle the person to a child
increase. The maximum amount of a full earnings-related
daily allowance, child increases included, may amount to
90 per cent of the daily salary that serves as the basis for
the daily allowance.

An earnings-related daily allowance may furthermore
be increased for a maximum period of 90 days, provided
that the applicant has a sufficiently lengthy employment
history, or for a maximum period of 200 days, provided
that the applicant participates in the service promoting
employment agreed upon with the TE Office.

If the person finds part-time or partial employment,
the earnings-related daily allowance is paid in an adju-
sted form. An adjusted daily allowance equals the full
earnings-related daily allowance less a 50 per cent pro-
tected amount (€300.00) of the salary earned during the
adjustment period. The adjustment period lasts for eit-
her a month or four weeks.

26.8. Duration of income security

Following a possible division/allocation and period of
partial benefits, the earnings-related daily allowance is
paid for five days a week. The daily allowance is paid for
a maximum period of 500 unemployment days.

The earnings-related daily allowance is determined again
whenever the employment condition is met, at which the
counting of a new maximum period of 500 days begins.
If the maximum 500-day period of payment has not yet
been achieved when the earnings-related daily allowan-
ce is re-determined, the earnings-related daily allowance
will be at least 80 per cent of the previous allowance paid
without child increases.

However, the payment of the earnings-related daily
allowance’s earnings-related portion will shorten to 400
days if the beneficiary of the earnings-related daily allo-
wance has not been at work for at least three years pri-
or to the commencement of the right to daily unemplo-
yment allowance.

The payment of earnings-related daily allowance will
also shorten to 400 days when the beneficiary of the ear-
nings-related daily allowance has declined a service that
promotes employment or suspended such a service du-
ring the first 250 days of daily unemployment allowance.
If the beneficiary of the earnings-related daily allowance
has not been at work for three years and has declined a
service that promotes employment or suspended such a
service, the payment of the earnings-related portion is
shortened to 300 days.

When the payment period of an earnings-related daily

allowance has been shortened, the amount of the daily
allowance paid for the final 100 or 200 days of the ma-
ximum period will equal the amount of a basic daily al-
lowance.

An earnings-related daily allowance can be paid on “addi-
tional days” after the 500-day maximum period:

A person born in 1950-1954 who will turn 59 prior
to the achievement of the 500-day maximum period
may be paid an earnings-related daily allowance until
the end of the calendar month during which the per-
son turns 65. In addition, the person is required to
have worked for at least five years during the past 20
years.

A person born in 1955 or 1956 who will turn 60  pri-
or to the achievement of the 500-day maximum pe-
riod may be paid an earnings-related daily allowance
until the end of the calendar month during which the
person turns 65. In addition, the person is required to
have worked for at least five years during the past 20
years.

A person born in 1957 or later who will turn 61 prior
to the achievement of the 500-day maximum period
may be paid an earnings-related daily allowance un-
til the end of the calendar month during which the
person turns 65. In addition, the person is required
to have worked for at least five years during the past
20 years.

Further information on unemployment benefits and
unemployment
funds

Unemployment Fund for Higher Educated Employees
Erko, www.erko.fi

IAET-kassa, www.iaet.fi

Lakimiesten tyottdmyyskassa, www.lakimiestentk.fi
Laakarien tyottomyyskassa, www.laakarientkassa.fi
Unemployment Fund for Sales and Marketing Profes-
sionals, www.smkj.fi

Teachers’ Unemployment Fund, www.opetk.fi

On the unemployment security of entrepreneurs:

The Unemployment Fund for Entrepreneurs and the
Self-Employed (AYT), www.ayt.fi
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27.  ON LABOUR OFFENCES

The Criminal Code contains a separate chapter on labour offences which includes the most serious offences related
to employment relationships, particularly those for which a person may be sentenced to jail time. In addition to the
provisions of the Criminal Code, many Acts regulating employment relationships include their own penal provisions.

The Criminal Code uses the terms employer and employee and the representatives of the aforementioned uniformly,
regardless of whether the provisions pertain to offences involving employment relationships in the private or public
sector. In terms of protection under the criminal code, employees in employment and civil service relationships are in

an equal position.

The person or party penalised for a procedure or measure deemed punishable under the Criminal Code is the one whose
obligations the act or neglect is seen to violate. In such cases, consideration is given to the person’s position, the quality
of the person’s tasks and authorities and his or her involvement in the matter in all other respects.

Criminal Code (39/1889; Chapter 47)

27.1. Work safety offence

An employer or the representative of an employer may
be sentenced to a fine or at most one year of imprison-
ment if the employer or representative has wilfully or
negligently violated work safety regulations. A punish-
ment may also be ordered if the employer or represen-
tative has neglected to supervise compliance with the
regulations or the financial conditions for arranging ope-
rations or other conditions for occupational health and
safety.

An isolated and minor violation of a work safety regu-
lation is not considered a work safety offence, but can
nevertheless constitute a minor offence according to the
Occupational Safety and Health Act or the Occupational
Health Care Act.

The Criminal Code provides a separate punishment for
negligent homicide, negligent bodily injury and imperil-
ment.

27.2. Working hours offence

An employer or the representative of an employer who
wilfully or through gross negligence to the detriment of
the employee neglects to keep books on working hours
or annual holidays, keeps them erroneously, alters, con-
ceals, destroys or renders them impossible to read may
be sentenced to a fine or at most six months’ imprison-
ment.

The same punishment applies to an act carried out des-
pite an express order or prohibition by an occupational
health and safety authority, which is a punishable act ac-
cording to the Working Hours Act or the Annual Holidays
Act.

27.3. Work discrimination
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An employer or the representative of an employer who,
when announcing a vacancy, selecting an employee or
during an employment relationship places a job applicant
or an employee, without a weighty and acceptable rea-
son, at a disadvantage due to the applicant or employee’s
race, national

or ethnic origin, nationality, skin colour, language, gen-
der, age, family relations, sexual orientation, heritage,
disability, health, religion, social opinion, political or
occupational activity or some other comparable reason
may be sentenced to a fine or imprisonment for at most
six months.

27.4. Extortionate work discrimination

When in the work discrimination the job applicant or
employee is placed in a considerably inferior position by
taking advantage of his or her financial or other distress,
dependent position, lack of understanding, thoughtless-
ness or ignorance, the perpetrator can be sentenced to
a fine or imprisonment for at most two years, unless a
stricter punishment is provided elsewhere in the law.

27.5. Violation of the rights of an employee
representative

The employer or the representative of the employer may
be sentenced to a fine if they, without statutory grounds
or grounds specified in a collective agreement, termi-
nate the employment relationship, dismiss or lay-off a
shop steward, employee representative, an occupational
health and safety representative or a personnel or emp-
loyee representative referred to in the Act on Coopera-
tion within Undertakings or the Act on Personnel Rep-
resentation in the Administration of Undertakings or
change the employment relationship to a part-time one.

27.6. Violation of the right to organise

An employer or representative of the employer who pre-
vents an employee from establishing a legal occupational
or political association or prevents joining or belonging
to such an association and activity therein may be orde-
red to pay a fine.

A fine may also be ordered when an employer or its rep-
resentative prevents employees or their trade unions
from appointing or electing a shop steward, employee
representative, occupational health and safety represen-
tative or a personnel representative in administration in
the workplace.

A fine may also be imposed on the person who forces an
employee to join or belong to an occupational or political
association.

27.7. Employment agency offence

A person who in violation of the employment agency ser-
vices payment prohibition provided in the Public Emplo-
yment and Entrepreneur Agency Act charges a fee from
individual customers may be ordered to pay a fine or at
most sentenced to one year of imprisonment.

27.8. Unauthorised use of foreign labour

An employer or representative of the employer who
hires or keeps in its employment a foreign national who
does not possess a residence work permit or other per-
mit entitling him or her to work in Finland may be or-
dered to pay a fine or sentenced to imprisonment for at
most one year.

A contractor, subcontractor or commissioner of work or
a representative thereof who neglects to ensure that the
foreign employees in the contract or subcontract work
that it has awarded a foreign company or the foreign
employees placed at its disposal by a foreign company
as contract labour have a residence work permit or ot-
her permit to work in Finland may be sanctioned for the
unauthorised use of foreign labour.

If the employee has caused the damage by means other
than minor negligence, he or she may become personally
liable for damages. Once the employer has paid the da-
mages to the injured party, the employer has the right
to claim the damages paid from the employee. The da-
mages must nevertheless be adjusted. The same princip-
les apply to damage the employee causes directly to the
employer.

YTN affiliates have also taken out liability insurances
for their members. The purpose of these policies is to
reduce a member’s liability for damages. The liability in-
surance compensates, for the damage caused to another,
the amount which the insured is obligated to pay to the
employer according to the Tort Liability Act and the Emp-
loyment Contracts Act. The maximum amounts of com-

pensation per occurrence of property damage or bodily
injury vary according to association. You can get more
information from the lawyer in your own association.

Compensation may be reduced or refused altogether if
the insured caused the damage or injury wilfully/inten-
tionally or through gross negligence. The compensation
may likewise be refused or its amount reduced if the
insured has not taken the necessary precautions even
though the occurrence of damage or injury has been evi-
dent.

The terms of the insurance vary according to association
and are worth checking from one’s own association.
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28. LEGAL EXPENSE INSURANCE
AND LIABILITY INSURANCE

YTN affiliates have taken out various legal expense insurances for their members. The purpose of such insurances is to
compensate for the legal expenses related to disputes concerning the member’s employment or civil service relationships.
YTN affiliates have also taken out various liability insurances for their members. The purpose of these insurances is to
reduce a member’s obligation to pay damages. The insurance terms vary according to the affiliate. It is always worth
checking the insurance terms from one’s own association.

28.1. Legal expense insurance

The legal expense insurances of YTN affiliates compensa-
te for legal expenses of disputes related to a member’s
employment or civil service relationship. It is always ad-
visable to get in touch with the lawyers of one’s own as-
sociation before filling in a legal expense insurance decla-
ration, since the contents, deductible and compensation
for the counterparty’s legal expenses vary according to
association. A legal expense insurance declaration should
only be filed with the insurance company when the dis-
pute cannot be resolved through negotiations with the
assistance of the associations’ lawyers.

Using the insurance requires that the matter is being ta-
ken care of by an attorney or other lawyer. The insurance
does not apply to a matter which does not involve the
insured’s employment or civil service relationship, which

is of minor significance to the employee, which does not

involve a contested request or demand or in which the
insured is accused of a wilful or intentional act or gross
negligence.

28.2. Liability insurance

Liability insurance provides coverage for a liability for da-
mages the insured may become subject to as a result of a

property or bodily injury the insured has caused in his or

her office, employment or occupation.

The valid tort legislation imposes on the employer prima-
ry liability for damages for loss or damage caused by an
employee during the course of his or her work.

The employee is entirely free of liability for damages if

he or she can be considered to have caused the damage
through minor negligence only. In practice, this means
that the damage is the result of human error or that the
action of the party that caused the damage has otherwise
been only slightly reproachable.
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If the employee has caused the damage by means ot-
her than minor negligence, he or she may become per-
sonally liable for damages. Once the employer has paid
the damages to the injured party, the employer has
the right to claim the damages paid from the emplo-
yee. The damages must nevertheless be adjusted. The
same principles apply to damage the employee causes
directly to the employer.

YTN affiliates have also taken out liability insurances
for their members. The purpose of these policies is to
reduce a member’s liability for damages. The liabili-
ty insurance compensates, for the damage caused to
another, the amount which the insured is obligated
to pay to the employer according to the Tort Liability
Act and the Employment Contracts Act. The maximum
amounts of compensation per occurrence of property
damage or bodily injury vary according to association.
You can get more information from the lawyer in your
own association.

Compensation may be reduced or refused altogether if
the insured caused the damage or injury wilfully/inten-
tionally or through gross negligence. The compensation
may likewise be refused or its amount reduced if the
insured has not taken the necessary precautions even
though the occurrence of damage or injury has been
evident.

The terms of the insurance vary according to associati-
on and are worth checking from one’s own association.

YTN unions:

Agronomiliitto

Akava Special Branches

Akavan Yleinen Ryhma

DIFF Ingenjorerna i Finland

Union of Professional Engineers in Finland IL

Union of Technical Professionals KTK

Luonnon-, ymparisto- ja metsatieteilijoiden liitto Loimu
Union of Sales and Marketing Professionals MMA
Finnish Union of University Professors

Professional Coaches of Finland SAVAL

The Finnish Business School Graduates

Finnish Pharmacists' Association

Association of Finnish Lawyers

Finnish Psychological Association

Finnish Association of Occupational Health Nurses
Academic Engineers and Architects in Finland TEK
Finnish Union of University Researchers and Teachers
Tradenomiliitto TRAL

Social Science Professionals

Association for Managers and Professionals YTY

www.agronomiliitto.fi
www.akavanerityisalat.fi
www.akavanyleinenryhma.fi
www.diff.fi

www.ilry.fi

www.ktk-ry.fi

www.loimu.fi

www.mma.fi
www.professoriliitto.fi
www.saval.fi
www.ekonomit.fi
www.farmasialiitto.fi
www.lakimiesliitto.fi
www.psyli.fi

www.stthl.net

www.tek.fi
www.tieteentekijoidenliitto.fi
www.tral.fi
www.yhteiskunta-ala.fi
www.yty.fi
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EXAMPLE OF EMPLOYMENT CONTRACT

THE FEDERATION OF PROFESSIONAL AND MANAGERIAL STAFF (YTN)

The employer and upper white-collar employee (hereinafter employee) identified below have agreed on the following
terms of employment. In addition, this agreement is subject to the provisions of a possible collective agreement.

EMPLOYER EMPLOYEE

Name Name

Address Address

Business ID Personal identification number

1. EMPLOYMENT RELATIONSHIP

The employment relationship begins on

0 The employment relationship is valid until further notice [/indefinitely]
0 The employment relationship is of a fixed term and valid until

0 The employment relationship is of a fixed term and valid until the task specified below has been performed

The grounds for the fixed-term employment are

The employment relationship is subject to a -month trial period

4. WAGES

The salary in money at the beginning of the employment relationship is
Fringe benefits in addition to salary in money

€  /month 0 Phone benefit

or 0 Company car benefit, free o Company car benefit, usage right
0 Meal benefit

€ /hour 0 Flat benefit
m]

The wages are adjusted annually, taking into account the industry’s general wage development, the task’s degree of
difficulty and the employee’s performance in the task.

The wages are paid to bank account number

The payday(s) is the of the month.

Performance-based pay

Grounds for determination

Time of performance

When the employment relationship ends, the performance-based pay is paid according to the employment relationship’s
duration (pro rata temporis) in relation to the performance-pay period.

2. WORKPLACE AND JOB TITLE

Actual place of work

Job title

Duties

3. PERIOD OF NOTICE
0 The employer and employee’s periods of notice comply with the Employment Contracts Act
0 The employer and employee’s periods of notice comply with the collective agreement
0 The separately agreed periods of notice are
months when the contract is terminated by the employer

months when the employee resigns
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5. WORKING HOURS

Regular working hours

0 7.5 h/day and 37.5 h/week (Mon—Fri)
o 8 h/day and 40 h/week (Mon—Fri)

o Flexible working hours

O Part-time work, at least h/week, and workdays

The compensation to be paid for any time exceeding the regular working hours
o will be paid in cash or given as free time in accordance with the Working Hours Act.

o will be paid as a separate compensation amounting to € a month. The amount of realised addi
tional work and overtime

is reviewed every six months, and the amount of the separate compensation is adjusted accordingly.

6. ANNUAL HOLIDAY

The length of the annual holiday is determined according to the Annual Holidays Act.
In addition to the holiday accrual pursuant to the Annual Holidays Act, the employee is entitled to
days of extra paid holidays to be taken during the first year/first two years of the employment relationship.

A holiday bonus amounting to 50 per cent of the annual holiday pay, fringe benefits included, will be paid in connection
with the annual holiday pay.
The holiday bonus will also be paid from the holiday compensation.
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7. SICK PAY
Sick pay is paid according to:
o the Employment Contracts Act (1+9 days)
O the collective agreement
o for a period of three (3) months
O the duration of the employment relationship so that, when the employment relationship has continued without
nterruption for,
- less than one (1) year, for four (4) weeks
- one (1) year but less than five (5) years, for five (5) weeks

- at least five (5) years, for three (3) months

0 some other policy as follows:

8. TRAINING

The employer provides the employee with the induction, supplemental, further and
re-training necessary with regard to the employee’s job.
In addition, the parties have agreed as follows:

9. TRAVEL COSTS AND TRAVEL TIME

Travel cost compensation is determined as follows

0 the maximum tax-exempt amounts pursuant to a decision by the Tax Administration.
o the collective agreement.

O to the following

Business travel carried out outside of regular working hours is subject to
O a fixed compensation of € per month

0O a compensation of simple hourly wages according to “the hour-for-hour” principle or an equivalent amount of free
time

0O a compensation as follows:

The employer shall have a right of exploitation to the aforementioned works within the scope required by its regular
operations for
the duration of this agreement’s validity.

The copyright’s assignment subsequent to the end of this agreement will be agreed to separately.

INVENTIONS

The employer’s right to an invention made by the employee is determined in accordance with what is provided
in the Act on the Right in Employee Inventions.

11. COLLECTIVE AGREEMENT

0 The employment relationship is subject to the industry’s collective agree-
ment

made between the Federation of Professional and Managerial Staff (YTN) and

0 The employment relationship is subject to the industry’s collective agree-
ment
made between and

12. OTHER TERMS AND CONDITIONS OF EMPLOYMENT

o A full salary for a period of three months is paid during a maternity leave.

o A full salary for a period of days is paid during a paternity leave.

o A full salary for a maximum of four (4) days is paid for any temporary child-care leave.

0 A salary for a period of reservist training is paid so that the employee receives full fringe benefits with the
reservist pay paid by the state.

0 The employer will take out a travel insurance policy for the employee.

o The employer will take out a liability insurance policy for the employee.

o The employer will take out an individual supplementary pension insurance for the employee. The annual premium
is €

Once the employment relationship comes to an end, the employee will receive a paid-up policy of the pension.

O

10. INTELLECTUAL PROPERTY RIGHTS
COPYRIGHT

The copyright to works protected by copyright and born as a result of the employee’s work will remain with the emp-
oyee.

This contract was prepared in two (2) copies, one (1) for each party.

Place and date
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Employer’s signature Employee’s signature
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INSTRUCTIONS FOR COMPLETING THE EMPLOYMENT CONTRACT FORM

It is advisable to pay special attention to the following
matters when completing the employment contract form:

1. Employment relationship

Fill in the section “the employment relationship begins
on” with the date on which you have agreed to start wor-
king. If the terms of the employment relationship chan-
ge, or in situations involving, for instance, a transfer of
business, the aforementioned section is filled in with the
original date on which employment relationship began.

An employment contract can always be agreed to be valid
until further notice, i.e. indefinitely. A fixed-term emplo-
yment contract requires a justified reason. The grounds
for the contract’s fixed-term nature are specified in the
employment contract. The duration of a fixed-term cont-
ract can be tied to, for example, a calendar period or the
completion of a particular task.

Agreeing on a trial period is voluntary. The application of
a trial period requires that the relevant term has been
agreed upon in the employment contract. The trial period
may not last longer than four months. If the employment
relationship begins with an uninterrupted, work-related
training period more than four months long, the trial pe-
riod may not last longer than six months. Trial periods are
placed at the beginning of an employment relationship.
While they last, the employment relationship may be can-
celled without a period of notice.

In the case of fixedterm employment of less than eight
(8) months, the trial period may not exceed 50% of the
duration of the employment.

2. Workplace and job title
The workplace agreed on is typically a particular town/
city or a specified office/outlet.

The employment contract specifies the job title (“title”)
and the tasks which the employee will perform in his or
her work. The looser the specification of the tasks to be
performed is in the employment contract, the greater the
employer’s right, based on its right to supervise work, to
indicate other tasks to the employee.

3. Period of notice

According to the Employment Contracts Act, the parties
to an employment contract are free to agree on the length
of a period of notice, but it may not be longer than six (6)
months. The parties may agree that the employee’s peri-
od of notice is shorter than employer’s period of notice.
The employer’s period of notice may nevertheless not be
shorter than the agreed employee’s period of notice is.

Unless otherwise agreed with regard to the period of

notice, the period of notice to be complied with by the
employer is determined, according to the Employment
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Contracts Act, as follows:
Duration of employment relationship Pe-
riod of notice

no more than one (1) year 14 days
more than one (1) year but no more than four (4) years

1 month

more than four (4) years but no more than eight (8)
years 2 months

more than eight (8) years but no more than twelve (12)
years 4 months

more than twelve (12) years 6
months

Unless otherwise agreed, the employee must comply,
according to the Employment Contracts Act, with a 14-
day period of notice if the employment relationship has
continued for a maximum of five years, and a one-month
period of notice if the employment relationship has con-
tinued for more than five years.

4. Wages

It is advisable to agree on fringe benefits in addition to
salary in money. At the same time, the parties must agree
on whether the fringe benefits are received on top of the
salary in money or whether their taxable value is to be
deducted from the salary in money.

It is advisable to agree on any performance-based pay in
as much detail as possible as well as on such determina-
tion grounds applicable to the performance-based pay
which the employee can influence through his or her own
activities and which are clearly measurable.

It is also a good idea to agree on the period for which the
performance-based pay is paid, in case the employment
relationship ends in the middle of the performance-based
pay period.

5. Working hours

The employee’s regular daily and weekly working hours
are agreed on when entering into an employment cont-
ract.

When agreeing on flexible working hours, the parties
must take into account the limitations provided in section
13 of the Working Hours Act.

Overtime is compensated for with the overtime compen-
sation specified in the Working Hours Act. If separately
agreed, overtime may also be compensated for with “inc-
reased” free time in the equivalent manner. Unless other-
wise agreed, overtime will be compensated in cash. The
performance of overtime requires the employer’s order
and the employee’s consent.

According to the Working Hours Act, the employment

contract of an employee in a leading position may include
an agreement on the increased salary to be paid for over-
time and Sunday work to be paid as a separate monthly
compensation denominated in euros. An upper white-
collar employee who works in a purely specialist role may
not agree on a monthly compensation, unless the collec-
tive agreement allows for it, as is the case in, for example,
the technology industry.

6. Annual holiday

The employee accrues annual holidays in accordance
with the Annual Holidays Act. If the employment rela-
tionship has lasted for less than a year once the holiday
accrual year ends on 31 March, the employee accrues
two (2) days of annual holiday per a month at work. If the
employment relationship has lasted for more than a year
by 31 March, the amount of annual holiday accrued per a
month at work is 2.5 days.

Given that an employee has not had the chance to accrue
a full 30-day holiday right at the beginning of an emplo-
yment relationship, it is advisable to agree on extra paid
holidays in the employment contract.

While a holiday bonus is not a term of an employment
relationship based on the Annual Holidays Act, collective
agreements contain fairly comprehensive agreements on
holiday bonuses. A holiday bonus to be paid in connecti-
on with the annual holiday pay may also be agreed to in
the employment contract.

7. Sick pay

By virtue of the Employment Contracts Act, an employee
is entitled, during an inability to work attributable to ill-
ness or an accident, to sick pay for a period that lasts, at
maximum, until the end of the ninth working day follo-
wing the day on which the employee fell ill or had the ac-
cident. In employment relationships that have lasted for
less than a month, the employee is entitled to receive 50
per cent of his or her salary.

Collective agreements typically agree on the payment of
sick pay for period of time longer than what is mentioned
above.

8. Training

The employer is obligated to organise and bear the costs
of any induction and supplementary training necessary in
terms of the employee’s work. The parties may exceptio-
nally agree on a division of training costs, provided that
the training is not necessary in terms of the work or if it is
not based on the employer’s needs.

9. Travel costs and travel time

The Tax Administration confirms the maximum amounts
of and criteria for the tax-exempt compensation for tra-
vel costs with it decision. The decision does not obligate
employers to compensate any costs arising to the emplo-

yee as a result of business travel. Collective agreements
include fairly comprehensive agreements on compensa-
ting for employees’ travel costs. If there is no applicable
collective agreement, the compensation for travel costs
must be agreed on in the context of the employment
contract.

According to the Working Hours Act, travel does not con-
stitute working hours, unless it is simultaneously a work
performance. The law does not obligate an employer to
pay compensation for time spent on travel. This is why a
compensation for travel time must be agreed on in the
context of the employment contract.

10. Intellectual property rights

Copyright

Copyrights are determined according to the Copyright
Act.

Employee inventions

The employer’s right to an invention made by the emplo-
yee is determined in accordance with what is provided in
the Act on the Right in Employee Inventions. It is not ad-
visable to make agreements that derogate from the law in
terms of employee inventions.

11. Collective agreement

The collective agreement applicable to the employment
relationship must always be mentioned in the emplo-
yment contract.

The application of a collective agreement may be based
the employer being organised with an industry employee
association (normal binding effect) or on the employer
operating in an industry with a what is referred to as ge-
nerally binding collective agreement. The application of a
collective agreement may also be agreed on in an emplo-
yment contract.

12. Other terms and conditions of employment

By virtue of the Employment Contracts Act, an employee
is entitled to take leave for family leave periods pursuant
to the Health Insurance Act, but there is no statutory ob-
ligation to pay salary for the various family leave periods.
Collective agreements typically agree on an employee’s
right to his or her pay during a maternity or paternity lea-
ve, for example, and during a temporary child-care leave
meant for arranging care for a child less than 10 years old.
If there is no applicable collective agreement, it is advi-
sable to agree on the paid nature of various periods of
family leaves.

The terms of an individual supplementary pension should
be agreed on together with the employer and an insuran-
ce company. It is also important to agree on a right to
a paid-up policy and to make what is referred to as an
agreement on irrevocability, which will prevent the emp-
loyer from ending the insurance and withdrawing the ac-
crued funds.
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The Federation of Professional and Managerial Staff (YTN) is Akava’s collective bargaining
organisation for the private sector. Within Akava’s membership field, YTN is in charge of the
negotiations and agreement operations of upper white-collar employees in the industrial,
business and service sectors. YTN’s essential goal is to improve upper white-collar employees’
income level and terms and conditions of work by, for example, strengthening the agreement
operations of the industrial and service sectors.

This is the second, revised edition of YTN’s Employment Relationship Guide. The guide discuss-
es particularly issues related to the employment relationships of upper white-collar employees.
It is meant to serve as a guide to the different situations faced in working life by both upper

white-collar employees and their shop stewards.

YTN unions:

Agronomiliitto

Akava Special Branches

Akavan Yleinen Ryhma

DIFF Ingenjorerna i Finland

Union of Professional Engineers in Finland IL

Union of Technical Professionals KTK

Luonnon-, ymparisto- ja metsatieteilijoiden liitto Loimu
Union of Sales and Marketing Professionals MMA
Finnish Union of University Professors

Professional Coaches of Finland SAVAL

The Finnish Business School Graduates

Finnish Pharmacists' Association

Association of Finnish Lawyers

Finnish Psychological Association

Finnish Association of Occupational Health Nurses
Academic Engineers and Architects in Finland TEK
Finnish Union of University Researchers and Teachers
Tradenomiliitto TRAL

Social Science Professionals

Association for Managers and Professionals YTY

The Federation of Professional and Managerial Staff (YTN) e Ratavartijankatu 2 ¢ 00520 Helsinki, Finland ¢ www.ytn.fi
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