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Finnish labour regulation reflects many of the central features of the so-called Nordic model 
of industrial relations. A high level of organisation on both the employee and the employer 
sides characterises the Finnish labour market, while collective bargaining plays a crucial role 
in labour regulation. The basis of the regulation, however, is comprehensive and detailed 
labour legislation, complemented by collective agreements. It is common for statutory rules to 
contain so-called ‘opening clauses’, which allow derogation by means of collective agreements, 
usually concluded between national federations of employers and employees.1 

Untypically for a country belonging to the Nordic model of industrial relations and usually 
ranked among the most competitive in the world,2 during the crisis Finland has not been 
performing well. Labour law reforms carried out in recent times, especially during the second 
half of the past decade, show that the poor economic performance has been taken as an excuse 
to downgrade the level of labour law protection. In general, the reforms carried out in Finland 
since 2010 have to be seen in the context of the economic recession and also the current 
political climate. 

Under the European Semester in 2011 the European Commission and the Council advised 
Finland to improve on active labour market measures (ALMP) for the long-term unemployed 
and young people, strengthen older workers’ employability and raise the effective retirement 
age, reducing early-exit options and coupling the statutory retirement age to life expectancy. 
These recommendations have been repeated annually since then. In 2012 the EU institutions 
recommended that Finland focus on strengthening productivity growth and external 
competitiveness and mandated the alignment of wages to productivity developments in the 
Country-Specific Recommendation (CSR) of 2012 and subsequent years. Since 2014, the 
Commission and the Council have additionally stressed the need to promote the effective 
implementation of the ongoing administrative reforms at municipal level, including social and 
health-care services.3 Finally, for 2016 the institutions recommended that Finland target 
ALMP measures on people with a migrant background and also to ensure that the wage-
setting system enhance local wage bargaining and remove ‘rigidities’, with a view to improving 
competitiveness and exports.4 

All these developments have led to clashes between the trade unions, employers’ 
organisations and the government. 
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In August 2011, the employers refused to bargain on a new general agreement, leaving sectors 
and businesses to regulate themselves without a national framework. This repudiated more 
than 40 years of collective bargaining practice. However, after the government declared its 
readiness to reduce income tax at the end of the 2012 spring bargaining cycle to maintain 
purchasing power, the social partners signed a national agreement in October 2011, which was 
later extended to several sectors. 

In August 2013 the main Finish employers’ federations and central workers’ organisations 
agreed on principles related to economic recovery – the so-called Pact for Employment 
and Growth. Finland’s social partners thereby sought to restore a healthy trend of economic 
growth by increasing employment, equitably boosting the purchasing power and earnings of 
all employees and enhancing the prospects of businesses in global competition. The parties 
intended to ensure that improved cost competitiveness and employment growth be realised in 
an optimally equitable manner and that the economic operating environment be made more 
certain. They committed themselves to an attitude of restraint under the prevailing economic 
conditions with regard to all increases in costs that are significant from the point of view of 
competitiveness. Businesses were also required to show responsibility and moderation with 
regard to remuneration. The Pact represented a framework agreement that required approval 
of the contracting federations’ and central union’s member organs in order to fully enter into 
force. In autumn 2013, the national labour and employer confederations confirmed that 
sufficient coverage for the Employment and Growth Pact had been achieved after a sectoral 
bargaining round between trade unions and employer organisations that now covered 90 per 
cent of employees in Finland.5 The agreement on wage moderation for the following two years 
was considered the most notable consensus achieved in the Pact. The monthly wages of all 
employees were set to rise by 20 euros during the first year of the Pact, and by 0.4 per cent in 
the second year.6 Based on this Pact, the confederations also committed to reaching a 
settlement on pension reform, including a possibility to increase the retirement age, by 
autumn 2014. Finally, the Finnish government enacted a series of new social laws and 
regulations that came into force on 1 January 2014. 

Despite these efforts, in 2015 Finland was the worst performing economy next to Greece.7 In 
2016 Finland’s economy stagnated in the second quarter, slowing down from 0.3 per cent 
growth in the first quarter.8 At present falling unemployment9 is encouraging cautious 
optimism, while the rising current account deficit reveals that weakness persists in the 
external sector.10 Finland’s credit rating was cut from triple A to AA+ by Fitch in March11 and 
to Aa1 by Moody in June 2016.12 Government debt-to-GDP ratio, although it has increased 
significantly since 2008, remains at a modest 63.1 per cent.13 The population over 65 years of 
age is set to double during the next two decades and productivity has fallen behind Sweden 
and Germany.14 In sum, a country that has consistently taken a hard line toward the euro-
zone crisis countries has been increasingly looking like a stressed economy itself.  

Economic commentators15 and the country’s centre-right coalition government consider the 
that the cause of the current problems lies in the lack of so-called ‘structural reforms’ 
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(notably, in the public sector, labour legislation and the welfare system) that allegedly hamper 
Finland’s ability to compete in an open, global economy.16 In line with this ideological 
standpoint in 2015 the government proposed a wide range of labour law reforms aiming at 
addressing the so-called ‘sustainability gap’.17 Proposals included making two public holidays 
unpaid, reducing employers’ social contributions, changing the rules on sick pay, reducing 
overtime rates, making it easier to use temporary contracts, shortening the maximum 
vacation entitlement and other changes.18 On a positive note the proposals also provided that 
companies employing more than 20 people should offer re-employment training and would 
be required to provide occupational health care for six months after redundancy.19 
Unsurprisingly these proposals were rejected by the trade unions who argued that they breach 
freedom of association and collective bargaining rights as set out in ILO Conventions Nos 87 
and 98.20 This led to a year of on-and-off negotiations that resulted in the so-called 
Competitiveness Pact. It was signed on 14 June 2016 and replaced the government’s 
intended reforms with less severe ones.21 Under the Competitiveness Act the government was 
obliged to revoke its mandatory legislation project, to cancel the additional package of 1.5 
billion euros in expenditure cuts and tax increases and to implement the income tax cuts 
referred to in the government’s programme. The Pact aimed to improve the competitiveness 
of labour and business, boost economic growth, create new jobs, support fiscal adjustment 
and promote local collective bargaining.22 The specific changes introduced by the Pact are 
reported in the following sections.23 One of the main features of the Competitiveness Act was 
that collective agreements be extended by another 12 months and wages, accordingly, 
frozen.24  

In general, the Finnish labour law reforms throughout the crisis and in subsequent years have 
affected a wide range of matters and have been closely knit with reformsof the social 
protection system. There have been amendments concerning many areas of labour law 
(mostly individual labour law). The main ‘waves’ of reform took place in two periods between 
2010 and 2014, and from 2015 onwards, and almost all areas of individual labour law have 
been affected: unemployment, undeclared labour and posting of workers, equal treatment, 
working time, atypical work, employee’s rights to training and education, occupational health, 
privacy of employees, childcare and pensions. 

 

 

As part of the Employment and Growth Pact, the Finnish government proposed a set of 
reforms that all came into force in 2013. 

In order to tackle undeclared labour the government issued a proposal on a new Act on 
contractors’ responsibility and obligation to provide information about the use of external 
labour and a new Act amending the Public Procurement Act (348/2007), Chapter 49. The 
proposal aimed to prevent the use of undeclared employment and other ‘grey zone’ economic 
activities in the construction business. The amendments improved the possibility to ensure 
the reliability of the contracting party by stating that the party representing the employer has 
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to observe the minimum rules under Finnish labour legislation and the provisions of the 
applicable collective agreement.25  

The following year, in October 2014, the government proposed amendments (161/2014) to the 
Act on the Contractor’s Obligations and Liability When Work Is Contracted Out (1233/2006) 
and the Posted Workers Act (1146/1999) with an intention to expand the obligations of 
contractors. These amendments apply to all subcontracts and agency work contracts 
coming into force on or after 1 September 2015. The amendments are among the measures 
included in the previous government’s plans to reduce the shadow economy in Finland. The 
main changes applicable from 1 September 2015 included the broadening of the scope of the 
obligation to obtain information from the contracting party, a new obligation to obtain 
information on the social security of posted workers working in Finland, as well as 
standardisation of the applicable negligence fees. 

The contractor also has to ensure that its contracting partner complies with its other duties as 
an employer, as well as the payment of taxes. Contractors must also ensure that occupational 
health care services are available before a subcontract is concluded with the contracting party. 
The Finnish Occupational Health Care Act applies to all posted workers working in Finland, 
as well as to all Finnish employees. Starting from September 2015 a contracting party also has 
to provide information on how the social security of any posted workers working in Finland 
has been arranged before the subcontracting work can begin.26 Finally, from 1 September 
2015 the maximum negligence fee will be 20,000 euros (up from 16,000 euros). Moreover, 
the so-called ‘raised negligence fee’ now applies to all government contracts under the 
Contractor’s Obligations Act and its maximum amount has been raised from 50,000 to 
65,000 euros.27 The amendments were necessary to conclude the transposition of the EU 
Directive on Posted Workers 96/71/EC and Directives 2004/18/EC and 2004/17/EC.  

Concerning working time, in this period the government undertook steps to recognise 
‘working hours’ as a hazard and risk factor for employees under the Finnish Occupational 
Safety and Health (OSH) Act (738/2002), chapter 4, section 10 and 14 and chapter 5, section 
47. A proposal from February 2013, adopted by Parliament later that spring, was aimed at 
improving the occupational health of employees, especially those who perform shift work, and 
to reduce problems related to arduous working hours. The amendment specified, among other 
things, employers’ responsibility to analyse and identify hazards and risk factors associated 
with work and, particularly, with working hours.28 This facilitated recognition that more and 
more employees are working flexible or irregular hours.  

Furthermore, the working hours of many workers are also not regulated by the Working 
Hours Act (605/1996). Therefore, following the amendment effective since 1 June 2013, 
employers must observe the impact of working hours on employees’ health and safety, 
regardless of whether the Working Hours Act applies or not. It is also noteworthy that about a 
year later the Finnish legislator enacted amendments to the Annual Holidays Act (162/2005), 
chapter 3 section 10, chapter 4, section 17 and chapter 5, section 25. These were triggered by 
the jurisprudence of the Court of Justice of the European Union (CJEU). The purpose of the 
proposal was to introduce the pro rata temporis principle into legislation (Land Tirol29) and 
implement the principles based on the ANGED case,30 that is, to guarantee the employee’s 
right to paid annual leave, even if they fall ill while on holiday. The adapted legislation entered 
into force in October 2013.31 

Concerning fixed-term work, in early 2012 the Finnish government proposed amendments 
(Proposal 152/2012) to Section 4, Chapter 2 of the Employment Contracts Act (55/2001) and 
Section 6 of the Act on Contractor’s Obligations and Liability When Work Is Contracted Out 
(1233/2006). The new provisions were aimed at improving the provision of information for 
fixed-term work relationships and to ensure that employees have all relevant information to 
determine whether a legal basis exists for concluding fixed-term contracts or not. The 
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amendments required that the employer provide the fixed-term employee with details on the 
duration of the fixed-term employment contract in writing and justify the fixed-term working, 
even if the contract’s duration is less than one month. The same procedural requirements 
would also apply to temporary agency workers. Additionally, the employer is now obliged to 
explain the reasons for using temporary workers to the employee representatives. The Act 
came into force on 1 January 2013. 

In early summer 2012 the Ministry of Employment and the Economy and the labour market 
parties concluded an agreement on employees’ right to training and education.32 The 
tripartite agreement served as a basis for the Ministry to formulate a proposal for a new Act 
on financial support for the development of professional skills (99/2013), submitted to 
Parliament in 2013. The primary objective of the new law was to guarantee the development 
of skills, especially for employees not yet entitled to training. As a result of these reforms, 
employees are now entitled to three days’ employer-funded training a year to develop their 
professional skills. Employers, in turn, can get a tax rebate if the training meets certain 
criteria. Every company with 20 workers or more is obliged to develop a programme for the 
development of its employees’ skills. Before adoption, this plan needs to be discussed with the 
employee representatives.  

Aiming to improve the functioning of the Finish labour market, the government adopted a 
Youth Guarantee which became effective on 1 January 2013. In view of rising 
unemployment,33 this measure represented one of the government’s flagship projects. Under 
the Youth Guarantee, everyone under 25 years of age and recently graduated people under 30 
years of age are offered a job (based on measures such as on-the-job training, a study place or 
a period in a workshop or rehabilitation) within three months of registering as unemployed. 
The educational guarantee included in the Youth Guarantee guarantees a study place for each 
young person finishing basic education. The skills programme for young adults, to be 
implemented as part of the youth guarantee, provided young people under 30 years of age 
who have completed only a basic education with the possibility of completing a vocational 
qualification. In addition to ministries, labour market organisations, the Association of 
Finnish Local and Regional Authorities and the Finnish Youth Co-operation Association 
Allianssi are committed to its implementation.34 

Furthermore, in line with the Pact for Employment and Growth, the government proposed 
changes to childcare allowance. Now people with children under the age of 3 can receive a 
‘flexible care’ allowance if they work part-time and stay with their children the rest of the 
time. It amounts to 160 or 240 euros per month, depending on the number of hours worked. 
Both parents can receive the allowance at the same time if they both work and care for their 
children. 

In addition, this period also saw some sector-specific developments. The Seamen’s 
Employment Contracts Act and some regulation on seamen’s working hours and annual 
holidays have been amended. In line with the country’s international obligations,35 the 
amendment means that the scope of the legislation has been expanded to cover some trainees 
and self-employed persons working on a vessel even though they do not work as employees. 
These workers will in many ways have similar protection to employees. Apart from that, the 
Act on the Evangelical Lutheran Church of Finland (1054/1993), Chapter 6, was significantly 
modified and modernised in 2012. It concerns the public servants of the Church and their 
offices and positions. Even though the Evangelical Lutheran Church is independent of the 
state (since 1908), Parliament decides on amendments to the Act on the Evangelical Lutheran 
Church. The amendments have first to be approved by the General Synod of the Church. The 
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origin of this system is partly historical and partly due to the fact that approximately 80 per 
cent of Finns are members of the Evangelical Lutheran Church. The new law made it much 
easier to terminate public servants for the Church, given that the previous rules made it 
virtually impossible to let vicars go. The new regulations will be very similar to those of the 
Employment Contracts Act. 

 

Reforms in this period took place mainly in the context of the Competitiveness Pact. In 
addition, during this period there were some amendments also in areas not directly affected 
by the Act, often induced by EU legal developments; for example, the changes in regulations 
affecting posted workers, equal treatment and privacy. 

Concerning unemployment, the Competitiveness Pact provided that the employee’s 
unemployment insurance contribution will increase by a total of 0.85 percentage points 
between 2017 and 2018 and the average unemployment insurance contribution of employers 
will correspondingly fall by the same amount. 

The Pact also included provisions to improve employees’ rights when the employment 
relationship is terminated on production-related and financial grounds in companies with 
over 30 employees in cases where the employment relationship has lasted for over five years. 
Such employees now have rights to occupational health care for six months after the 
termination of employment.36 Furthermore, the employer will have to recognise the right of 
redundant employees to re-employment training. The value of such re-employment training 
has to correspond to an employee’s wage and be no less than their average monthly wage. 

On 18 June 2016 a new Finnish Act on Posted Workers (447/2016) replacing the old Act from 
1999 and implementing Directive 2014/67/EU (Enforcement Directive on Posted Workers) 
came into force. It aims to safeguard posted workers’ rights and strengthen the legal 
framework for service providers. The new Posted Workers Act includes provisions on (i) the 
minimum terms of employment to be applied to employees posted to work in Finland, (ii) the 
obligations of the sending party and (iii) of the contractor using the posted employee’s 
services. The Act also includes provisions on (iv) the jurisdiction and collaboration of 
occupational safety authorities, as well as (v) the cross-border execution of financial 
administrative sanctions and fines.37 

The scope of the Act was expanded to include public procurements carried out by the central 
administrative authorities. One of the major amendments to the Act requires companies to 
inform the occupational safety authorities of all posted employees sent to work in Finland, at 
the risk of a fine. The target is for the authorities to be able to target supervision and resources 
more accurately. Moreover, the penalty system has been thoroughly revised. According to the 
new legislation a breach of the Act would result in a negligence fine, varying from 1,000 to 
10,000 euros.38 The former provisions on criminal liability were replaced with administrative 
sanctions. Individuals are no longer held personally liable for the negligence of the company 
they represent.39 

The new Finnish Occupational Accidents, Injuries and Diseases Act (459/2015) entered into 
force on 1 January 2016, replacing three older acts. The objective of the reform was to meet 
the needs of contemporary working life and to fulfil the minimum legislative requirements set 
by the Finnish Constitution. The basic structures of the previous mechanisms have not been 
altered; however, some established principles and practices have been now incorporated in 
the Act: 

– The rights and obligations of an insured employee are now specified in more detail (for 
example, there is an exhaustive list of all circumstances in which an accident can be 
considered occupational). The amendments also determined that, where no causal 
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connection exists between an accident and an injury or disease, the accident or disease 
shall not be regarded as occupational. 

– Insurance may be granted only to entrepreneurs with a pension plan and the definition 
of an entrepreneur has been harmonised with the definition established in the Finnish 
Employees’ Pensions Act (395/2006), depending on the ownership of and position 
within the company. 

– Insurance companies now have to issue a decision within 30 days of receiving a claim as 
opposed to the previous time limit of three months. The new act also requires more 
thorough reasoning for denying compensation than before. Another amendment is the 
new regulations relating to the supervision of insurance coverage for occupational 
accidents. There will be a new register to gather information on all companies that 
provide occupational health insurance; its purpose is to facilitate supervision and 
consequently to help combat the grey economy.40 

There have also been some changes affecting the privacy of employees and job candidates. 
The performance of background checks on employees is restricted by privacy law and 
available only in relation to specific positions (for example, jobs involving work with young 
people and children). This legislation was renewed and some amendments entered into force 
at the beginning of 2015. A new requirement was introduced for companies to inform 
applicants in advance, either in the job posting or by other suitable means, that due to the 
nature of the position, the candidate will have to undergo a security clearance, and advance 
consent from the employee/candidate must always be obtained.41 The law also specifies the 
grounds on which a security check can be obtained. The employers can also apply for some 
positions to be subject to a security check.42 

In addition, the Finnish government recently issued a legislative proposal on amendments to 
provisions regulating trial periods, fixed-term employment and re-employment obligations. 
It is planned that the proposed law will enter into force on 1 January 2017. It has to be seen as 
another action taken by the government to facilitate job creation and reduce long-term 
unemployment. One proposal is to increase the maximum length of trial periods to six 
months. An increase would also be possible if the employee during the trial period was absent 
from work due to a work disability or family leave. Following the amendments, a person who 
has been unemployed for the previous 12 months could be hired on a fixed-term contract 
without having to justify it. Finally, the duration of the re-employment obligation would be 
shortened to four months from the current nine months. If employment had lasted for more 
than 12 years, the re-employment obligation would continue for six months.43 

When it comes to sector-specific rules, in 2014 Finland ratified the ILO Convention on 
Domestic Workers (No. 189).44 Ratification of this Convention requires several amendments 
to current labour legislation. The most important of these laws is the Working Hours Act 
(605/199), which presently does not apply to domestic workers. 

Finally, in this period in particular extensive amendments concerned the implementation of 
the equal treatment principle, working time and pensions.  

 

In order to improve the implementation of the principle of equal treatment, on 1 January 2015 
a new Non-Discrimination Act (Proposal 19/2014) was drawn up and replaced the earlier Act 
(21/2004).45 Under the previous legislation, the employer’s obligations regarding non-
discrimination in the employment context depended significantly on whether the employer 
was a private enterprise or a public operator. The new law strives to promote equal treatment 
and prohibit discrimination in society and bring national legislation in line with Finland’s EU 
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law obligations under the pertinent directives.46 Its scope has been considerably expanded. 
The Act now applies to all public and private spheres of life, with the exception of private life, 
family life and religious practices. The definition of discrimination has been modified and 
further clarified and a new body, the Ombudsman for Equality, has been introduced. The law 
has furthermore introduced certain requirements in the service sector, for employers and in 
the field of training and education. Businesses with more than 30 employees are required to 
prepare an equality plan. The equality plan now has to be prepared at least every other year 
instead of every year.47 

The new Act also emphasised the employer’s duty to make reasonable adjustments in order to 
promote non-discrimination of handicapped employees. The adjustments can focus, for 
example, on working conditions, work organisation, working methods and training.48 The 
employer also now has a duty to draft a wage survey (‘palkkakartoitus’) between male and 
female employees, which has to include information on the classification, wages and wage 
differences.49 Finally, the maximum amount of the indemnity payable as compensation to the 
discriminated person according to the Non-Discrimination Act has been removed.50 

 

Concerning working time, on 1 April 2016 an amendment to the Annual Holiday Act 
(162/2005) entered into force. The objective of the amendment was to save public 
expenditure and reduce absences due to illness. Previously, employees accrued annual 
holidays during the entire duration of family leaves (excluding childcare leave). Now the 
provisions regarding the period equivalent to time at work have been amended in such a way 
that annual holiday is accrued for a period of a maximum of six months during maternity, 
paternity and parental leave.51 Previously the employee was entitled to postpone any annual 
holidays during which they had been incapable to work due to an illness or accident; however, 
following the amendment the employee is entitled to postpone their annual holidays only 
after six waiting days. At the same time the employee remains guaranteed at least four weeks 
of annual holiday if they have accrued at least 24 annual holidays during the holiday accrual 
year.52 

From 1 January 2016 the terms of job alteration leave have become stricter. According to the 
new terms, qualifying for an alteration leave requires a working history of at least 20 years 
(previously 16 years), the maximum duration of the leave has been reduced to 180 days 
(previously 360 days) and the amount of alteration compensation is 70 per cent of the 
earnings-related allowance for all alternators (previously, if the working experience exceeded 
25 years, the compensation was 80 per cent). In addition, the option of having the alternation 
leave split into several periods has been removed.53 

In accordance with the Competitiveness Pact, from January 2017 the annual working time 
will be extended by an average of 24 hours for full-time work without an impact on earnings. 
Implementation of the working time extension was left to the trade unions and employers’ 
federations in each industry. Another major provision of the Pact is that the holiday bonuses 
of public servants will be reduced by 30 per cent.  

 

Planet Labor: http://www.planetlabor.com (reference period 2010-2015) 
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EIROnline: http://www.eurofound.europa.eu/eiro/  

Epsucob@NEWS – Collective Bargaining in the Public Services: http://www.epsu.org/  

ETUI-AIAS Collective Bargaining newsletter:  

http://www.etui.org/E-Newsletters/Collective-bargaining-newsletter  

ETUC website section on economic and social crisis: http://www.etuc.org/r/1378  

ETUI website section on crisis: http://www.etui.org/Topics/Crisis  

European Labour Law Network website section on Labour Law Country Reports/National 
Legislation – country profile Finland: 

http://www.labourlawnetwork.eu/  

LABREF: https://webgate.ec.europa.eu/labref/public/  

 

Social International (editions 2010 - 2012) 

Hannes Snellman, Employment Newsletter (2014–2016) 
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