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EUROPE 2013 AND WAGES: TO AVOID DEPRESSION AND DEFLATION, THE 

EUROPEAN COUNCIL AND THE COMMISSION URGENTLY NEED TO LOOK AT 

THE WHOLE PICTURE 

At the end of June, the European Council will be asked to formally adopt the new proposals on 

the country specific recommendations that the European Commission launched at the end of 

May. 

On the occasion of its meeting during the annual Collective Bargaining School in Firenze, the 

ETUC Collective Bargaining Committee  analysed and discussed in particular the 

recommendations on wages and collective bargaining the Commission addressed to 8 Member 

States (BE, DE, ES, FI, FR, IT, LUX, SI) plus 4 additional members already under a Troika 

programme (CY, GR, IE, PT). 

The ETUC committee reached the following conclusions: 

 The Committee observes that the general line behind the Commission’s 2013 

recommendations remains that downward wage flexibility is to be the main, if not the 

only, instrument of adjustment.  

 

 This general philosophy has already led to undermining wage formation systems in 

many Member States with interventions ranging from cuts in minimum wages in some 

countries to the marginalisation or significant reduction of the role of collectively 

bargained wages and systems in other countries. It has also led to breaches of ILO 

conventions and the European Charter of Fundamental Rights. 

 

 The ETUC Committee strongly warns against the continuation and intensification of 

such a policy: 

o Europe, the Euro Area in particular, is already at a tipping point. Nominal wage 

dynamics have weakened below 2% and real wages on average in the Euro area 

have now been falling or stagnating for 4 years in a row.  This, combined with 

fiscal austerity and the failure of the ECB to act in a way that would restore 

credit flows to the economy, has caused domestic demand to fall, resulting in a 

deep depression with the economy in recession for 7 quarters in a row. This has 

also dragged inflation down to levels that are too low and too close to deflation 

to be compatible with the economic recovery and sustainable growth needed 

(Euro Area inflation now at 1.2/1.4%). This also threatens the ECB’s price 

stability target of 2% from below.  

o The ETUC Committee is therefore alarmed by the fact that the Commission’s 

2013 draft wage recommendations intend to continue with and even intensify 

this policy of “internal wage devaluations”.  This will not lead to improved 

competitiveness, as competitive gains in the European internal market will 

cancel each other out. Instead, the regressive effect on domestic demand of 

wages being squeezed will dominate. The final result will be an ongoing 



depression, ongoing job destruction and low inflation tipping over into a 

straightforward deflation of generally falling prices. 

o It will also lead to rising inequalities with falling wage trends being accompanied 

by a further increase in profits, dividends, bonuses and CEO pay. 

 

 The ETUC Committee regrets that the Commission is ignoring these dangers. 

Concluding, as the Commission does in its Euro Area study/recommendation that the 

overall trend is fine since wages are going down in the crisis countries and wages are 

still going up in stronger economies is simply not sufficient or adequate. 

 

 The ETUC Committee would insist strongly  that the Council does NOT adopt the 

Commission’s recommendations on wages in their current form, but instead requests 

the Commission to undertake a serious analysis of the consequences of ‘internal wage 

devaluations’ policies on the whole of the Euro Area/European economy. 

 

 The ETUC recalls that article 153 5 of the Treaty excludes the European Union from 

having competence on wages and insists that, according to the regulations on economic 

governance, the EU institutions are  obliged to strictly respect national systems of 

industrial relations and collective bargaining  as well as the right to bargain and to take 

action.  

 

 The ETUC Committee will support its members, when requested, in tackling the 

Commission’s wage recommendations by developing discussions/negotiations with 

their respective Governments, in order to try to influence and modify the approach 

currently undertaken by the Commission and ensure that the autonomy of social partners 

in collective bargaining and wage setting at all levels is fully respected. 

 

THE ETUC COORDINATION OF COLLECTIVE BARGAINING AND WAGES IN 

THE EU ECONOMIC GOVERNANCE 

The new Economic Governance is based on multilevel policy making and on a multilateral 

system of surveillance in which national and European policies are closely interlinked. Wage 

trends and collective bargaining reforms are monitored during the European Semester and are 

often the subject of policy recommendations. 

Social partners often do not have   enough influence on the European Semester. Country specific 

recommendations are the basis for reforms of labour law and industrial relations that have 

downgraded the rights and working conditions of employees. The current strategy for the 

decentralization of collective bargaining has turned into the destructuralization of collective 

bargaining systems. 

A general message in favour of continued wage moderation appears to be a biased position. It 

implies that National Reforms Programmes and the consequent CSRs will carry on promoting 

wage moderation and attacks on collective bargaining even when there is no evidence to justify 

it.  

It is vital that the influence of trade unions in the EU Semester is increased. Unfortunately, the 

majority of national Governments do not involve social partners when drawing up their NRPs. 

Social partners are also excluded from the process of transforming NRPs into CSRs. In 2012, 

only the Swedish and (partially) the Italian Governments obtained changes in their CSRs 

relating to the part concerning collective bargaining and wage-setting mechanisms, following a 



request from social partners. If this demonstrates a general weakness of the trade union 

movement in the European Semester, these two cases show that it is possible to enhance the 

trade union voice.  

In its conclusions at the summit in December 2012, the European Council declared itself ready 

to enhance the role of social partners in the new economic governance and launched a debate 

to establish how social partners could be involved in the European Semester. It is a long and 

complicated process.  

European trade unions need to increase their influence on the European Semester now. The 

2013 CSRs are once again having an impact on collective bargaining and wage formation 

systems at national level, and the ETUC should not leave its affiliates to tackle further 

Governments’ interventions and reforms on their own.  

The ETUC CB Committee rejects the new tripartite format at EU level for monitoring wage 

trends and collective bargaining activities, such as the EMCO exercise of 1 February 2013. At 

the same time the Committee highlights the need for a renewed and strengthened internal 

coordination, aimed at countering EU interference in the autonomy of social partners as well as   

confronting the European Semester when it looks at wage developments. 

A new ETUC coordination of collective bargaining should be designed to be autonomous and 

easily applicable.  It should aim at making the trade union voice louder and more influential 

within the Economic Governance.  

The CB Committee agreed on the idea that this objective could be achieved by enhancing trade 

union capacities to be consulted and to react in a timely manner to the decisions made within 

the EU Semester.  

The ETUC coordination should enhance the position of the ETUC affiliates to defend collective 

bargaining systems and to increase their bargaining power. National social partners, in their full 

autonomy, have to be involved in all the steps of governments’ decisions concerning NRPs and 

CSRs, particularly when wages and collective bargaining are at stake. The ETUC has to demand 

it from the European institutions. 

The ETUC should improve and coordinate better its method of collecting data, information and 

evaluations from its affiliates, in order to set up an annual report on wages and CB at EU level 

and to react in a coordinated way to the general strategies carried out by the European 

Commission through the CSRs. 

This “two-level” method of coordination includes a more structured and continuous exchange 

of information aimed at setting common strategies. It implies the highlighting of benchmarks 

for measuring the quantitative and qualitative effects of the coordination action. It includes 

monitoring trends, which are relevant to collective bargaining and wage development at any 

level (national, sectoral, company, cross-border and transnational levels).  

In its CB School in Firenze the ETUC CB Committee began discussing a CB Toolkit to be set 

up to support its new method of coordination. The Toolkit will be further developed and 

finalized in the coming months. 

(FIRST DRAFT OF THE TOOLKIT WILL BE SENT AT THE END OF THE MONTH) 


