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Pay transparency 
Bureaucratic measures will have very  

little effect on the gender pay gap  
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• In order to tackle the existing gender pay gaps in Europe, 
the root causes must be correctly identified. The gender 
pay gap is a result of several factors, namely horizontal 
and vertical labour market segregation, stemming from 
individual educational and professional choices and 
realities, full-time versus part-time work, as well as unpaid 
care-related constraints and tax-related disincentives to 
women’s employment. Pay discrimination only explains 
a minor part of the gender pay gap.

• Any new policy action addressing the pay gap 
needs to provide solutions to horizontal and vertical 
labour market segregation, gender stereotypes and 
inadequate provision of child-care and long-term care. 
Focusing solely on bureaucratic measures, in large part 
to encourage litigation, will have a very limited effect 
on decreasing the gender pay gap. This approach could, 
however, have significant administrative and financial 
costs, especially for SME employers. 

• Measures addressing the gender pay gap should leave 
room for Member States to tailor solutions that take 
into account national wage-formation models, labour 
markets and enterprise ecosystems, as well as specific 
cultural practices, judicial systems and legal traditions. 
There is no one-size-fits-all solution. Instead, priorities 
and measures have to be set according to the specific 
needs, conditions and prevailing culture and attitudes 
in the different national labour markets in order to be 
effective. 

• Furthermore, action taken in the workplace contributes 
to greater gender equality. In terms of the workplace, the 
most important measures involve working consistently, 
and with a long-term vision, on recruitment, skills 
development, corporate culture, work organisation and 
management and gender-neutral wage-setting.

Wages are payment for work and tasks performed and are set in the 
labour market in line with the demand and supply of skills, taking 
into account objective factors and the worker’s performance. Wages 
are set as part of a contractual relationship between two private 
parties or through collective agreements, in accordance with 
national law and practices. Direct interference in the determination 
of pay does not fall within the EU’s competences.

Equal pay for men and women for equal work or work of equal 
value is one of the fundamental rights and principles of the 
European Union. It was laid down in the Treaty of Rome and has 
since become enshrined in the European Pillar of Social Rights. 
The principle has been part of EU secondary legislation since 1975. 
In 2006, it was included in the Gender Equality Directive (recast), 
prohibiting direct or indirect sex discrimination with respect to 
pay for the same work or work of equal value. In addition, in 2014, 
the Commission complemented the legal framework with its 
Recommendation on pay transparency.

Despite the comprehensive legislative framework, the gender 
pay gap still exists, although trends vary across the EU Member 
States. Against this background, the Commission aims to tackle  
the existing gender pay gap by presenting a proposal for a  
Directive to strengthen the application  of the principle of equal pay 
for equal work or work of equal value between men and women 
by means of binding pay transparency measures and enforcement 
mechanisms (2021/0050 (COD). This proposal is otherwise known 
as the Pay Transparency Directive. 



     

Solutions for bridging the gender pay gap 
must respect national differences
While acknowledging the Commission’s efforts to increase 
pay transparency and to strengthen enforcement of the equal 
pay principle, there are measures that are more efficient and 
proportionate than binding legislation to address these issues 
without increasing the administrative burden and costs for 
companies, in particular for small and medium-sized enterprises. 
The administrative and financial consequences for employers 
deriving from the proposed pay transparency directive will be 
significant, especially for SMEs, which often lack the HR resources to 
help them meet such obligations. In fact, the total compliance costs 
for companies will depend on the cost of producing new types of 
data and statistical compilations, the number of disputes, problems 
of practical application and the effects on wage formation and 
collective agreements. 

In order to address the gender pay gap, the root causes of the 
gap must be carefully assessed and correctly identified. The EU 
and the Member States need to take policy action that provides 
solutions to horizontal and vertical labour market segregation, 
gender stereotypes and the inadequate provision of child-care and 
long-term care. In 2019, only 8% of men worked part time, whereas 
almost a third of women across the EU (30.7%) did so. Working 
full time contributes greatly to earnings and career prospects, 
yet requires support structures such as care services, shared 
family responsibilities and tax incentives. Moreover, improving 
employees’ knowledge of what pay consists of and how that can 
be influenced, as well as raising awareness of gender issues in 
workplaces, help decrease the wage gap.

Countries with strong trends towards greater gender equality 
in their labour markets, including diminishing gender pay gaps, 
also have track records of adopting long-term strategic measures. 
Examples include the expansion of care services for children and 
the elderly and regulatory frameworks to reconcile the demands 
of work and family life (such as compensation for parental leave 
and individualised taxation), which in turn have been underpinned 
by changes in social norms and values affecting education and 
career choices. In the workplace, the most important measures 
for achieving gender equality are working consistently, and with 
a long-term vision, on recruitment, skills development, corporate 
culture, work organisation and management, as well as gender-
neutral wage-setting. 

As there is considerable divergence between Member States, 
measures addressing the gender pay gap should leave room 
for the Member States to tailor solutions that take into account 
national wage-formation models, labour markets and enterprise 
ecosystems, as well as specific cultural practices, judicial systems 
and legal traditions. There is no one-size-fits-all solution and 
bureaucratic measures alone will have a very limited effect. Instead, 
priorities and measures must reflect the specific needs, conditions 
and prevailing culture and attitudes in the different national labour 
markets in order to be effective. There are no quick fixes to tackling 
the issue of the gender pay gap.

TO BE AVOIDED

• Wage formation, including pay structures and wage-setting, are 
an essential part of collective bargaining and social dialogue at the 
national level. The diverse social and industrial relations models, 
judicial systems and legal traditions in the Member States need to 
be duly respected when proposing new measures addressing the 
gender pay gap.

• Bureaucratic measures, such as binding reporting obligations 
and incentives for litigation have only a very limited effect on 
decreasing the gender pay gap and should therefore be avoided. 
In fact, such an approach would not be conducive to well-
functioning  industrial relations and would entail negative impacts 
on systems where the social partners are mainly responsible for 
wage formation.

• In line with the Think Small First principle and the EU’s burden-
reduction objectives, SMEs should be exempted from new 
binding pay transparency obligations, in particular since many will 
be recovering from the pandemic for years to come.

• The detailed mandatory procedural rules on extending the 
limitations period, as well as changing the burden of proof and the 
apportioning of costs are highly problematic. Their introduction 
should be left for the Member States to decide on. It should 
also be noted that shifting the burden of proof was already a 
feature of Directive 54/2006. Unfortunately, however, the current 
proposal not only shifts the burden onto the employer, but makes 
prosecution possible even without evidence from a prima facie 
case. It could now simply go ahead on the basis of non-compliance 
with formal requirements, regardless of their scope or nature (for 
example, the duty of care). This reversal creates a basic assumption 
that discrimination has taken place. This would give rise to a 
significant amount of litigation, increased by the possibility of legal 
action brought by equality bodies and employee representatives.

• Criteria for wage setting should be left for the respective Member 
States, social partners and employers to decide on. Only the 
assessment as to whether the criteria as such are gender-neutral 
should be open to court proceedings (i.e. as they are today), not 
as to whether the criteria are met in individual wage-setting cases. 
Performance is a gender-neutral criterion that should be included 
in any list of criteria.

© European Union, 2021
Reproduction is authorised provided the source is acknowledged. 

For any use or reproduction of the photos / illustrations, 
permission must be sought directly from the copyright holders.

EESC-2021-51-EN
Print:

QE-05-21-253-EN-C
ISBN 978-92-830-5399-6 

doi:10.2864/61587

Online:
QE-05-21-253-EN-N

ISBN 978-92-830-5397-2
doi:10.2864/028739

©
 s

hu
tt

er
st

oc
k:

 fi
zk

es


