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Level 20 DE&I Roundtable: EU Pay Transparency Directive

Frequently Asked Questions and Answers

1.

Why is the EU Pay Transparency Directive important for firms?

It mandates transparency in pay practices to address gender pay gaps and ensures that
firms are held accountable for equitable pay, impacting recruitment, compensation,
and reporting processes.

What are the key requirements of the EU Pay Transparency Directive?

Key requirements include:

Salary transparency at the point of recruitment.
Ban on asking about salary history.

Mandatory reporting of pay gaps.

Workers have the right to request pay information.

How does the directive impact multi-state or global employers?

It requires employers operating in multiple jurisdictions to comply with diverse local pay
transparency laws, which can vary significantly and add complexity to their compliance
efforts.

What changes do firms need to make to their recruitment process due to the
directive?

Firms need to inform candidates about the pay rate or range before interviews and
cannot ask for salary history. They must review recruitment tools and train their
recruitment teams accordingly.

What practical impacts of the directive were highlighted in the session?
The session highlighted impacts such as the need for:

e Overhauling pay structures to ensure fairness.

e |mplementing pay audits.

e Preparing for new reporting and transparency requirements.
e Adjusting HR and legal processes to avoid penalties.

What are the deadlines for compliance with the EU Pay Transparency Directive?
Key deadlines include:
e By 7lJune 2027, firms with over 150 employees must start reporting.

e By 7lJune 2031, firms with 100-149 employees must comply.
e The directive must be incorporated into national laws by 7 June 2026.
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How does the directive affect the pay negotiation process?

Firms must provide information about pay levels or range upfront to promote
transparent negotiations and can no longer ask for candidates' previous salaries.

What new rights do workers have under the directive?
Workers have the right to:
e Request information about their own pay and the pay of their peers.

e Access pay criteria used by their employers.
e Bring claims for equal pay and recover damages.

What are the requirements for pay gap reporting?
Firms mustreport:

e Mean and median pay gaps.

e Bonus and variable pay gaps.

e Proportions of male and female employees in different pay quartiles.
e Specific pay gaps by worker category.

How should firms handle confidentiality clauses under the directive?

The directive bans confidentiality clauses regarding pay, requiring firms to review and
adjust their employment contracts to comply with this transparency requirement.

What actions should firms take to prepare for compliance with the directive?
Firms should:

e Conduct audits of current pay practices.

e Set transparent criteria for pay and progression.

e Train HR and managers.
e |mplement systems to track and report pay data.

How does the directive affect the European employment landscape?

It promotes gender pay equity, drives cultural changes in pay transparency, and could
influence other jurisdictions to adopt similar regulations.

What enforcement measures are included in the directive?

The directive includes:

e Collective action rights.

e Fines and penalties for non-compliance.

e Obligations for employers to disclose pay data to equality bodies and labour
inspectorates.
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What steps should firms take for long-term compliance with the directive?
Firms should:

e Establish ongoing pay audits.

e Respond to employee information requests.

e Regularly test for pay equity.
e Adapttheir practices based on evolving regulations and case law.

How does the directive align with global trends in pay transparency?

It aligns with international movements towards greater pay transparency and equity,
similar to regulations in the US and other countries that mandate salary disclosures and
prohibit asking for salary histories.

What specific information must be included in pay reports?
Pay reports must include:

e Mean and median pay gaps.

e Gapsinbonus and variable pay.

e Proportions of male and female employees in pay quartiles.
e Detailed pay differences by worker category.

What are some practical challenges firms might face with this directive?
Firms may face challenges such as:
e Integrating diverse jurisdictional requirements.

e Ensuring accurate data collection and reporting.
e Managing increased transparency in a competitive job market.

How will the directive impact small firms versus large firms?

Large firms (100+ employees) will have more stringent reporting and auditing
requirements. Smaller firms may have fewer immediate obligations but should prepare
for future compliance.

What are the implications of banning confidentiality clauses related to pay?

Firms must ensure that employees can freely discuss their pay and understand how
their compensation compares to peers, necessitating revisions to current employment
contracts and practices.

How will the EU Pay Transparency Directive affect job interviews?

Employers must disclose the pay rate or range for positions before job interviews,
changing the dynamics of pay negotiations by providing transparency upfront.
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What specific criteria must employers use to determine pay levels and
progression?

Employers must use objective, gender-neutral criteria that consider skills, effort,
responsibility, and working conditions without directly or indirectly discriminating based
on sex.

What are the potential penalties for non-compliance with the directive?

Employers may face fines, penalties, and orders to disclose pay information if they fail to
comply with the directive’s requirements.

How does the directive handle pay transparency during employment?

During employment, employers must provide statements on pay setting criteria and
progression, and employees have the right to request information on their pay and their
peers' pay.

What are the main objectives of the EU Pay Transparency Directive?

The main objectives are to close the gender pay gap, ensure equal pay for equal work,
and enhance transparency in pay practices across the EU.

. How does the directive impact pay audits for large firms?

Large firms (over 100 employees) must conduct regular pay audits and report pay gaps,
particularly if the gaps exceed 5% and are not justified within six months.

What must employers do to prepare for pay transparency requirements?

Employers should audit existing pay practices, train relevant staff, establish transparent
pay criteria, and prepare to comply with reporting requirements by the specified
deadlines.

How will the directive affect employee rights to information?

Employees have new rights to request detailed information about their pay, the criteria
for pay determination, and how their pay compares to peers performing similar work.

What are the specific requirements for gender pay gap reporting?

Employers must report the mean and median pay gaps between male and female
employees, including gaps in bonuses and variable pay, and disclose the proportion of
males and females in different pay quartiles.

How should employers handle pay range disclosures during recruitment?

Employers must provide clear pay ranges or rates for job positions before interviews,
promoting transparent negotiations and informed decision-making for candidates.
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30. What actions are recommended for firms to ensure compliance with the
directive?

Firms should thoroughly audit current pay structures, implement objective and gender-
neutral pay criteria, and establish a system for ongoing compliance and reporting.



