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Collective bargaining is regarded as a key element of industrial
relations, because it sets (fully or partly) the wages, hours and
employment conditions of those workers it covers, and thus
plays a major part in the development of the economy.
However, just how important and influential bargaining is in a
particular country is largely dependent on its coverage rate (ie
the proportion of all employees it covers directly) and on the
existence and nature of mechanisms which extend the provi-
sions of collective agreements beyond the members of the sig-
natory organisations. The comparative supplement in this issue
of EIRObserver provides data and analysis on collective bargain-
ing coverage levels and gives an overview of legally based exten-
sion mechanisms in 20 European countries - the 15 EU Member
States, Hungary, Norway, Poland, Slovakia and Slovenia.

The supplement finds that bargaining coverage remains very sig-
nificant in the EU and Norway, with the great majority of coun-
tries having a high (over 70% of employees) or medium (40%-
70%) level of coverage. There is a high degree of stability in
coverage rates in most countries. However, bargaining coverage
is lower and in decline in most candidate countries.
Furthermore, almost all countries examined have one or more
mechanisms for the extension of collective agreements. 

A number of articles in this issue highlight the importance of
multi-year national intersectoral agreements, often setting a
framework for lower-level bargaining on pay and other issues, in
some EU Member States. We report on new national agree-
ments concluded in early 2003 in Belgium, Ireland (where the
accord awaits ratification) and Spain.

EIRObserver presents a small edited selection of articles based
on some of the reports supplied for the EIROnline database, in
this case for January and February 2003. EIROnline - the core of
EIRO’s operations - is publicly accessible on the World-Wide
Web, providing a comprehensive set of reports on key industrial
relations developments in the EU Member States (plus Norway)
and a number of candidate countries, and at European level.
The address of the EIROnline website is: 

http://www.eiro.eurofound.eu.int/

EIRO, which started operations in 1997, is based on a network
of leading research institutes in each of the countries covered
and at EU level (listed on p.12), coordinated by the European
Foundation for the Improvement of Living and Working
Conditions. Its aim is to collect, analyse and disseminate high-
quality and up-to-date information on key developments in
industrial relations in Europe, primarily to serve the needs of a
core audience of national and European-level organisations of
the social partners, governmental organisations and EU institu-
tions. 
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Average collectively agreed nominal
wage increases across the EU and
Norway fell from 3.8% in 2001 to
3.5% in 2002. This ended an upward
trend since 1999.

Here we provide a broad, general indi-
cation of trends in pay increases over
2001 and 2002 in the EU Member
States and Norway - plus, for the first
time, three of the candidate countries
which will join the EU in 2004. This arti-
cle is a brief summary of a full report
on the EIROnline website, based on
contributions from the EIRO national
centres, which provides more detail,
covers several other areas (pay increases
in chemicals, retail and the civil service,
earnings, minimum wages and gender
pay differentials) and outlines the
sources of the information and the
problems of comparison and the
caveats that apply. The figures below
should be treated with extreme caution,
and readers should refer to the full
EIROnline report and its various notes
and explanations.

Average collectively agreed pay
increases 

The chart opposite shows average nom-
inal collectively agreed basic pay
increases in each country (or a broadly
equivalent indicator, where these are
not available). The figures generally
cover the whole economy, though there
are exceptions. While the great differ-
ences in national pay formation and
industrial relations systems make com-
parisons difficult, the following points
emerge, examining the EU and Norway.

• In 2001, nominal pay increases varied
between 7.5% in Ireland (the limit laid
down by a national agreement) and
2.1% in Germany. The average increase
was 3.8%.

• In 2002, nominal pay increases varied
between 5.5% in Norway (though this
figure is for total pay increases and
includes more than general agreed
increases) and 2.1% in Austria (this
refers only to sectoral minima, rather
than actual increases). The average was
3.5%.

• The average increase thus fell by 0.3
percentage points from 2001 to 2002.
This reversed an upward trend seen
since 1999, when the average increase
stood at 2.9% (having fallen from
3.1% in 1998), rising to 3.2% in 2000
and 3.8% in 2001. The outcomes of
pay bargaining in 2002 thus suggest a
trend toward greater moderation,
though the 3.5% average increase is
still the second highest since 1998. 

• There seems to be relatively little con-
vergence between the rates of nominal

pay increase in the various countries,
with wide variations persisting in 2002 -
though the range between the highest
and lowest increases was considerably
less than in 2001.

• There are divergent trends in the vari-
ous countries. While the average
increase fell from 2001 to 2002 in eight
countries (with moderation most evi-
dent in Ireland, Portugal, Finland, the
Netherlands and the UK), following the
overall downward trend, the rate of
increase rose in five countries (most
notably Greece and Germany) and
remained stable in two.

Taking only the 12 countries of the
‘euro-zone’, the following picture
emerges.

• In 2001, nominal pay increases varied
between 7.5% in Ireland and 2.1% in
Germany. The average was 3.9%.

• In 2002, nominal pay increases varied
between 5.4% in Greece (the increase
in minimum rates set by a national
agreement) and 2.1% in Austria. The
average was 3.5%.

• The average nominal pay increase in
the euro-zone in 2001 was slightly
higher (by 0.1 point) than in the
EU/EEA more widely, while the increase
was the same in the two groups of
countries in 2002. There was no overall
difference between the two groups of
countries in terms of the general down-
ward average trend from 2001 to 2002,
though four out of five countries that
bucked this downward trend were in
the euro-zone

In Hungary, Poland and Slovakia, nomi-
nal pay increases were considerably
higher than the EU/EEA average (apart
from in Poland in 2002), with the can-
didate countries average exceeding 6%
in both years.

Real pay increases 
The above data refer to nominal pay
increases. To produce an indication of
real pay increases, figure 2 below
adjusts the increases for inflation, sub-
tracting the annual average rates of
inflation for December 2000-December
2001 and December 2001-December
2002 respectively, as calculated in line
with Eurostat’s Harmonised Index of
Consumer Prices (similar inflation fig-
ures are not available for the candidate
countries, so they are omitted). The fol-
lowing trends emerge. 

• Workers received real pay increases in
10 countries in 2001, but in six
(Greece, Germany, Italy, the
Netherlands, Portugal and Spain) their
nominal increase was swallowed up by
inflation (although in some cases, the

pay increase figures used represent
minima, built on by subsequent bar-
gaining). In 2002, the number of coun-
tries where inflation outstripped the
nominal pay rise fell to four (Denmark,
Italy, the Netherlands and Portugal).
Only in Italy, the Netherlands and
Portugal did workers lose out in both
years.

• In 2001, real pay increases ranged
between 3.5% in Ireland and -0.7% in
the Netherlands - a slightly smaller
range than for nominal increases. The
average was 0.8%.

• In 2002, real pay increases ranged
between 4.7% in Norway (again, this
figure is for total pay increases) and -
0.6% in Portugal - a rather wider range
than for nominal increases (though this
is due solely to the high increase in
Norway). The average was 1.0% (but
only 0.7% without Norway).

• The average increase thus rose by 0.2
percentage points from 2001 to 2002,
compared with a fall of 0.3 points in
nominal pay. However, in the EU only
(excluding Norway), the rate of increase
in real pay fell by 0.1 points. This fol-
lowed a rise of 0.3 points between
2000 and 2001, which had been pre-
ceded by a fall of 0.9 points between
1999 and 2000 and an unchanged rate
between 1998 and 1999. The brief
upward surge in 2001 has thus been
reversed in the EU, if only very slightly -
but maintained when Norway is added.
The small average fall in real pay
increases in the EU in 2002 disguises
the fact that the rate of real pay
increase rose in eight countries and fell
in only five.

Taking only the countries of the euro-
zone, the following points can be
made.

• In 2001, real pay increases varied
between 3.5% in Greece and -0.7% in
the Netherlands. The average increase
was 0.7% - slightly lower than the
overall EU/EEA average of 0.8%.

• In 2002, real pay increases varied
between 2.2% in Luxembourg and -
0.6% in Portugal. The average increase
was 0.7%, below the overall EU/EEA
average of 1.0%. 

• In 2001 and 2002 (as over 1998-
2000) real pay increases were thus
lower in the euro countries than in the
EU/EEA more widely. Real pay increases
in the euro-zone remained stable
between 2001 and 2002, while rising
slightly in the wider EU/EEA. All of the
countries which experienced a decrease
in real pay in both 2001 and 2002 were
in the euro-zone.

Use of distributive margin 
In recent years, some trade unions have
focused on the extent to which collec-
tive bargaining outcomes use up the
‘distributive margin’ of the total sum of
inflation and productivity growth. It is

EU
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accounted a success for unions if pay
rises equal or exceed the total of the
increase in inflation and productivity.
There are methodological and statistical
difficulties in comparing pay develop-
ments in this way and bargaining has
non-pay outcomes which are difficult to
calculate in terms of cost effects.
However, this measure provides a useful
indication in evaluating bargaining out-
comes, as it takes into account produc-
tivity as well as inflation, and various
European bargaining coordination
efforts by unions take this approach. 

The data indicate that unions across the
EU and Norway have continued to face
difficulties in achieving bargaining set-
tlements that use up the full distributive
margin. Figures are available for 13 of
the countries over the whole 2001-2
period, and these show an average
total shortfall of 0.7 percentage points
between pay rises and the sum of infla-
tion and productivity increases. The gap
remained narrowed from 0.5 points in
2001 to 0.2 points in 2002. This com-
pares with gaps of 2.4 points in 2000
and 0.7 points in 1999, so it represents
an appreciable move closer to achieving
the unions’ target.

Over the full two-year period, bargain-
ing outcomes in Belgium, Ireland, Italy,
Luxembourg, Norway and the UK
exceeded the distributive margin, by as
much as 2.8 points in the case of
Luxembourg. The biggest shortfalls
were registered in Greece, Denmark,
Portugal and Sweden. In both 2001
and 2002, six countries met or exceed-
ed the margin. 

Overall, the figures suggest that nomi-
nal pay increases moderated somewhat
in 2002 following a rise in 2001. Taking
inflation into account, real pay increases
did not rise very high in 2001, despite
worries about an erosion of wage
restraint, and this moderation strength-
ened slightly in 2002 in the EU, when
real increases were half the level they
had been in 1998 and 1999 (however,
high real pay increases in 2002 in
Norway meant a slight hike in the over-
all EU/EEA rise). Adding productivity
into the equation, unions experienced
greater success in achieving wage rises
equal to the sum of inflation and pro-
ductivity increases in 2001 and especial-
ly 2002 than in previous years.
However, there was still a shortfall on
average and in most countries. The evi-
dence suggests that the EU’s key broad
economic guidelines on pay - that
increases in nominal wages should be
consistent with price stability and that
increases in real wages should not
exceed labour productivity growth - are
largely being observed in most Member
States.
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Figure 1. Average collectively agreed pay increases, 2001 and 2002 (%)
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*** Average of 12 countries for 2001 and average of 11 countries for 2002.
Source: EIRO.



The Belgian social partners have
signed a new intersectoral agreement
that fixes the framework for collec-
tive bargaining in the private sector
during 2003-4.

The central Belgian social partner
organisations meet every two years to
negotiate a new national intersectoral
agreement for the whole private sector
(EIRObserver 2/01 p.5), setting the
framework for subsequent bargaining
at sector and company level. In a
depressed economic climate, the nego-
tiations over an agreement for 2003-4
were difficult and the ‘pay norm’,
which fixes the available wage rises for
the period of the deal, was a focus of
particular debate, being challenged in
some quarters. The social partners even
left the negotiating table, and the gov-
ernment had to play a mediating role.
A draft agreement was eventually
drawn up in December 2002 and, fol-
lowing consultations with their mem-
bers, the trade union confederations
and employers’ organisations signed
the 2003-4 intersectoral agreement on
17 January 2003. 

The agreement was signed on the trade
union side by the three main confeder-
ations - the socialist FGTB/ABVV,
Christian CSC/ACV and liberal
CGSLB/ACLVB - and on the employers’
side by the main FEB/VBO confedera-
tion, two SME organisations (UCM and
UNIZO) and two farmers’ organisations
(grouped in AGROFRONT)

Main points of the agreement 
The 2003-4 intersectoral agreement
contains the following main features: 

• an agreement on the rise in wage
costs. A 5.4% increase over two years
was finally accepted as an indicative
rate. Furthermore, ‘in view of the
uncertain international and economic
prospects, the social partners call upon
the negotiators in sectors and enterpris-
es to focus as much as possible on
2003 when fixing increases in pay
costs’;

• control by the social partners them-
selves (ie rather than the government)
over managing the long-standing issue
of harmonising the status of blue- and
white-collar workers, though no signifi-
cant measures in this area will be
adopted over the next two years given
the uncertain economic situation;

• the promotion of employment by a
variety of means, including greater flexi-
bility in the ‘Rosetta’ recruitment plan,
full maintenance of the ‘Plan + 1-2-3’
employment scheme for SMEs, and
confirmation of a sum of EUR 71 mil-

lion to be spent on reducing social con-
tributions in favour of enterprises. The
Rosetta plan obliges private sector
enterprises with at least 50 workers to
employ young workers to make up 3%
of the average workforce. The new
intersectoral agreement provides that
students on alternating
classroom/workplace training schemes,
disabled workers and immigrants count
twice towards this quota;

• a restatement of commitments made
in the previous 2001-2 agreement to
make an extra effort in the field of con-
tinuing training, with a view to placing
Belgium on a path which, after six
years, will put continuing training
expenditure at the average level of its
three neighbouring countries (ie
between 1.2% and 1.9% of pay
costs); and

• the renewal of some existing commit-
ments, particularly in the field 
of special early retirement schemes, and
schemes for night and shiftworkers.

Social partners’ positions 
The FEB/VBO employers’ confederation
is pleased that the social partners have
been able to reach agreement on a
‘reasonable’ pay norm: ‘enterprises
need a signal on pay restraint so that
they can protect their competitiveness,
and therefore employment.’ However, it
regrets that it was impossible to make
significant breakthroughs on important
matters such as increasing the econom-
ic activity rate and flexibility. 

The FGTB/ABVV union confederation
welcomes the ‘federal’ nature of the
new agreement, which has the addi-
tional merit of preserving gains that
came under attack during the negotia-
tions (ie pay indexation and the agree-
ments on early retirement) and not
including new general measures relat-
ing to flexibility. It also stresses the
desire expressed by all the social part-
ners to encourage the recruitment of
disabled and young workers, immi-
grants and workers from immigrant
families. However, FGTB/ABVV is sorry
that the agreement makes no provision
for a significant improvement in the
status of blue-collar workers. For the
confederation, the harmonisation of
blue- and white-collar statuses is a pri-
ority objective for the forthcoming sec-
toral and enterprise-level negotiations.

The CSC/ACV union confederation
unanimously approved the new agree-
ment because ‘fundamental matters are
safe, the worst has been avoided’.
However, it has ‘mixed feelings’
because the agreement is silent on a
number of important issues. CSC/ACV

is happy with the maintenance of cur-
rent early retirement schemes and auto-
matic pay indexation, and that the
agreement contains no new flexibility
provisions. However, the agreement’s
adaptation of the Rosetta plan for
young people of foreign origin aged
under 30, designed to reduce discrimi-
nation in recruitment, has prompted
reservations in CSC/ACV and a fear of
perverse effects in certain sectors such
as cleaning. Furthermore, there is disap-
pointment at the absence of any gross
increase in minimum pay, and at the
two-year deferral of creating a single
status for white- and blue-collar work-
ers. Another regret for CSC/ACV is the
absence of any progress in terms of the
position of workers in SMEs. It follows
that trade union representation in SMEs
will continue to be a priority focus. 

The agreement was given a lukewarm
welcome by the CGSLB/ACLVB union
because of what it perceives as a ‘nar-
row’ approach - eg on the harmonisa-
tion of blue- and white-collar statuses -
and the maintenance of the pay norm,
which is seen as undermining any seri-
ous discussion on working conditions.
However, CGSLB/ACLVB is pleased that
the provisions on early retirement have
been extended, and that there are no
additional flexibility measures

For UCM , the new deal is ‘minimal’,
but realistic. It is happy with the pay
norm of 5.4%, but regrets the absence
of any progress in the field of flexibility
for SMEs. On the other hand, it is seen
as sensible, in the circumstances, effec-
tively to freeze the question of harmon-
ising blue- and white-collar statuses.
UCM saw the issue of trade union rep-
resentation in SMEs as ‘not negotiable’
and is delighted that the matter is not
referred to in the new accord.

Commentary 
Given the differing positions of the par-
ties, it was difficult to find an intersec-
toral agreement that united all of them.
However, they succeeded in negotiating
a deal, which is potentially broad in
scope, even if it has been described as
‘timid’, because it does not deal with
crucial points. Indeed, four major issues
do not figure in the agreement: an
extension of the ‘time-credit’ working
time reduction scheme; the question of
trade union representation in SMEs; an
increase in the early retirement age;
and flexibility in overtime. 

In conclusion, the signatory parties to
the agreement are all pleased to have
negotiated an agreement, albeit an
imperfect one, as it enables them to
look forward to the forthcoming sec-
toral negotiations in a positive climate.
(Catherine Delbar, IST)

BE0302302F (Related records: BE0101337F,
BE0203303F, BE0212302N, BE0003307F, BE9911307F,
BE0102339N, BE0108360F)
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In December 2002, private sector
employees and employers elected the
members of France’s joint industrial
tribunals, in a major test of support
for the various trade unions and
employers’ organisations.

On 11 December 2002, 16.2 million
private-sector employees and 769,600
employers elected 14,610 councillors
(prud’hommes) to sit on France’s 271
joint industrial tribunals (conseils de
prud’hommes), each of which is divided
into specialised sections for manage-
ment staff, industry, commerce, agricul-
ture and miscellaneous activities. The
tribunals are responsible for resolving
individual employment disputes
between employers and employees
through conciliation or by making rul-
ings, and are composed of elected non-
professional judges, half elected by
employers and the other half by
employees.

Organisation of elections 
Since 1979, the election of
prud’hommes councillors has taken
place across France every five years. All
private sector employees can vote, as
well as those in state-run commercial
companies such as SNCF (railways) and
EDF (electricity), plus France Télécom
and la Poste employees without civil
servant status. Unemployed people who
have held employment and are seeking
work also have a vote.

The electoral register is compiled by the
local council, based on employers’ dec-
larations. Voters are split into two elec-
toral colleges (employers and employ-
ees) and into sections, depending on
the activity of the company they work
for or are responsible for as employers.
The prud’hommes election is organised
on the basis of slates of candidates.
These slates are put together by college
and by section for each industrial tribu-
nal.

Slates of candidates in 2002 
On the employees’ side, the five trade
union confederations with nationally
representative status ran slates almost
everywhere in the country in 2002.
These are the French Democratic
Confederation of Labour (CFDT), the
French Confederation of Professional
and Managerial Staff-General
Confederation of Professional and
Managerial Staff (CFE-CGC), the French
Christian Workers’ Confederation
(CFTC), the General Confederation of
Labour (CGT) and the General
Confederation of Labour-Force ouvrière
(CGT-FO). Other union organisations,
such as the National Federation of

Independent Unions (UNSA) and to a
lesser extent the Group of 10 Solidarity
(G10 Solidaires) coalition, also ran many
slates in opposition the nationally repre-
sentative confederations’ candidates.
Other unions ran slates only in places
where they deemed themselves best
suited to represent the local workforce,
especially in the overseas départements
(DOM) and Corsica. 

In the employers’ camp, joint slates
under the Employers’ Alliance (UE) ban-
ner were run by the Movement of
French Enterprises (MEDEF), the General
Confederation of Small and Medium-
sized Enterprises (CGPME), the
Craftwork Employers’ Association
(UPA), the National Federation of
Farmers’ Unions (FNSEA) and the
National Union of the Liberal
Professions (UNAPL). The idea of run-
ning independent UPA slates, once con-
templated by certain crafts industry
leaders often highly critical of MEDEF’s
stances, was ultimately abandoned. The
CIDUNATI self-employed organisation,
still active among small retailers, also
ran a few slates, as did the Centre for
Independent French Employers (CFPI) .
However, it was the organisations rep-
resenting the ‘social economy’ (mutual
insurance societies, cooperatives, and
not-for-profit organisations) which
caused the major surprise of the 2002
elections in the employers’ college by
running 125 slates and 900 candidates
in the ‘miscellaneous activities’ section
under the Social Economy’ Employers
(EES) banner.

Turn-out 
In the days leading up to the industrial
tribunal election on 11 December 2002,
observers were highlighting the strong
possibility of a very low turn-out.
Additionally, the Ministry of Social
Affairs, Labour and Solidarity acknowl-
edged that in some places there had
been logistical problems affecting the
delivery of electoral material and elec-
tors’ identity cards. The results bore out
initial fears on this score. Turn-out in
2002, as a percentage of those eligible
to vote, was even lower than previously,
dropping below 33% in mainland
France (compared with 34.4% in main-
land France in 1997, 39.6% in the
whole of France in 1992 and 46% in
1987). 

In an attempt to boost turn-out, the
Ministry allowed a postal vote and
encouraged local councils to decen-
tralise polling stations, so that they
were as close as possible to the work-
place. A simplified postal voting form
was added to the bundle of official
documents sent to voters’ homes.

Polling stations and ballot boxes were
set up in private places, even some-
times inside workplaces, and monitored
by town hall staff. The success of these
actions, however, was limited, with a
fall in turn-out that was less marked
than on previous occasions yet still evi-
dent.

However, the ever falling overall turn-
out hides the fact that there was a
noticeable increase in voting among
employers, who have traditionally been
less keen to vote than employees. After
the poll, the vice-chair of MEDEF,
warmly welcomed ‘the very high
increase in turn-out, to almost 30%’ for
employers (26.7% in mainland France).
Nevertheless, the employers’ turn-out is
still poorer than that of employees. 

Test of union representativeness 
Without publicly admitting it, trade
unions recognise that the industrial tri-
bunal elections are a ‘full-scale’ test of
their representativeness in the private
sector. Even more than the annual
aggregate results of works council elec-
tions, and with no new elections for
positions on the boards of jointly-run
social security funds since 1983, the
five-yearly industrial tribunal elections
are a de facto gauge of changes in the
comparative influence of the various
unions.

Planned reforms recently announced by
the Minister of Social Affairs, Labour
and Solidarity in respect of pensions
and the rules governing collective bar-
gaining had the effect of raising the
stakes of the December 2002 elections
for the unions. Tensions between the
unions have mounted considerably, par-
ticularly after the lorry drivers’ dispute
in late 2002, when the strategies of
several unions were diametrically
opposed.

The major characteristic of the industri-
al tribunal elections, over the past 20
years or so, has been the high degree
of long-term stability in the trends
observed. In 2002, each union wanted
to maintain or improve on its perform-
ance in the last election in 1997.
However, the state of mind and objec-
tives of each union was noticeably dif-
ferent. On the eve of its national con-
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Results of industrial tribunal elections

Table 1. Trade union support
in the 2002 industrial
tribunal election (%)

Union Vote

CGT 32.1
CFDT 25.2
CGT-FO 18.3
CFTC 9.7
CFE-CGC 7.0
UNSA 5.0
G10 Solidaires 1.5

Source: Ministry of Social Affairs, Labour and
Solidarity.



ference, and after a major shift in politi-
cal direction since 1997, CGT was seek-
ing both to retain its leading place and
to slow down or reverse its uninterrupt-
ed loss of influence over the last 20
years. CFDT was attempting to safe-
guard gains made in 1997, and particu-
larly to retain the leading position in the
management section it took in 1997.

CGT-FO approached this vote in a rela-
tively confident frame of mind, as its
general secretary, Marc Blondel, is the
best-known union leader in France.
Moreover, the leadership of the
Confederation of Free Trade Unions
(CSL), a union organisation that is very
well-supported in certain industries,
especially motor manufacturing, but
which has no representative status at
intersectoral level, had recently joined
CGT-FO.

CFE-CGC’s objective was to win back all
or part of the ground it had lost in
1997, particularly to CFDT. CFTC, after
leadership changes at its recent confer-
ence, was looking to maintain its posi-
tions after the loss of 1 percentage
point in its vote in 1997, and not to
lose out to newer unions, on the eve of
difficult talks on the rules governing
collective bargaining and a potential
challenge to the rules on trade unions’
representative status. UNSA, created by
several independent unions principally
based in the civil service and state edu-
cation system, saw the 2002 tribunal
elections as a test of its popularity in
the private sector, with the goal of
competing on equal terms with CFTC
and CFE-CGC.

Initial results 
The initial results of the December 2002
elections indicate that the vote did not
radically challenge the balance of
power between the unions, but it did
mark certain developments - see table 1
below. 

At the head of the table, support for
CGT and CFDT remained relatively sta-
ble, although they experienced a slight
decline (from 32.4% to 32.1% and

from 25.4% to 25.2% respectively),
and the size of the gap separating
them from the rest remained the same.
CGT-FO suffered a serious loss (from
20.5% to 18.3%), and returned to the
position it occupied in the early 1980s.
Conversely, CFE-CGC (up from 5.9% to
7.0%), and especially CFTC (up from
7.6% to 9.7%), recovered the level of
support they both appeared to have
lost in the previous elections. CFTC
achieved its highest ever vote in an
industrial tribunal election.

UNSA made a breakthrough into the
private sector (winning 5% of the vote),
and now intends to act as a fully-
fledged union confederation. The G10
Solidaires coalition received a modest
vote, though it was the first time it had
contested the election. 

Good results achieved by the nationalist
or pro-independence unions in Corsica,
French Guyana and Guadeloupe are
also worth noting. 

The vote in the management staff sec-
tion confirmed the recovery of CFE-
CGC (which specifically represents this
group), without it actually being able to
catch up CFDT, although the latter’s
vote fell considerably. CGT and CGT-
FO’s scores were eroded in this section,
while CFTC also made ground here as
in other sections. However, it was
UNSA that made the most spectacular
breakthrough in the management sec-
tion - see table 2 below. 

As noted above, in the overall context
of falling turn-out, more employers
voted in 2002 than in previous elec-
tions. The UE coalition easily retained its
leading position, but lost a considerable
amount of ground - see table 3 below.
The EES social economy employers’
grouping, using a discourse that dif-
fered intentionally from that of MEDEF
and its allies, immediately found a
space to operate in, winning over 11%
of the vote. It remains to be seen
whether this was the prelude to other
initiatives or just a ‘mood swing’. 

Commentary 
The uninterrupted decline in turn-out at
prud’hommes elections since 1979 is all
the more surprising since the industrial
tribunals are still a popular institution.
The methods of organisation, mobilisa-
tion and voting itself have to be
rethought if the risk of further weaken-
ing this unique tribunal is to be avoid-
ed. 

In terms of the employees’ voting, the
2002 elections accentuated the impres-
sion of ever more serious fragmentation
in the French union movement, which
neither helps outside observers’
attempts to understand it, nor helps its
penetration among French workers, nor
adds to its ability to have ‘clout’ in
international decision-making circles
and organisations.

As for the employers, there is a degree
of difficulty in grouping together the
many aspects of French employers into
one electoral coalition. The sudden
emergence and electoral success of the
‘social economy’ employers have under-
lined this difficulty. 

In this context, and if the government’s
goal is really to put forward a reform of
the rules governing collective bargain-
ing that strengthens the social partners’
role, there is much still to do. (Maurice
Braud, IRES)

FR0301107F (Related records: FR9703133N,
FR9711181N, FR0112152F, FR0206101N, FR0011102F,
FR0209105F, FR0212102N, FR9712185F, FR0212101N,
FR9909104F, FR0201111F)

24 January 2003

6

Table 2. Trade union support
in industrial tribunal

elections, management
section, 1997-2002 (%)

Union 1997 2002

CGT 16.22 15.81
CFDT 31.52 28.64
CGT-FO 10.36 9.48
CFTC 9.94 11.43
CFE-CGC 21.88 22.81
UNSA 2.04 8.16
CSL 3.42 0.25
G10 0.41 1.29

Source: Ministry of Social Affairs, Labour and
Solidarity.

Table 3. Voting in the
employers’ electoral college

in the industrial tribunal
elections, 1997-2002 (%)

1997 2002

Turn-out 21.0 26.7
UE 87.98 80.10
EES — 11.30
CFPI — 1.39
CIDUNATI 0.75 0.72
Others 5.35 6.47

Source: Ministry of Social Affairs, Labour and
Solidarity.



In January 2003, the Irish social part-
ners and government agreed on the
draft terms of a new national agree-
ment, which provides for a 7% pay
increase over 18 months, as well as
measures on union recognition and
increases in statutory redundancy pay
entitlement.

Talks on a new national agreement to
replace the three-year tripartite
Programme for Prosperity and Fairness
(EIRObserver 3/00 p.8), which expired in
December 2002, started in late 2002.
Employer and trade union representa-
tives spent a number of weeks attempt-
ing to reach an acceptable compromise
on pay terms and the thorny issue of
trade union recognition, but the talks
broke down over the Christmas period.
However, a breakthrough on the new
national agreement came in mid-
January 2003 following an expected
and successful 11th hour intervention
by the Prime Minister (Taoiseach), Bertie
Ahern, and senior Ministers.

The intervention by Mr Ahern, the
Minister for Finance and the Deputy
Prime Minister (Tanaiste), saw the
employers and unions presented with a
formal seven-point proposal, which was
to act as the core element in a new
agreement. Mr Ahern’s move was
always on the cards, as long as suffi-
cient progress had already been made
behind the scenes. Such preparatory
work was undertaken by negotiators
during the breakdown of talks.

The pay terms of the draft agreement,
Sustaining progress, are set out in the
box opposite, while the other main
contents are outlined below.

Worker representation 
The government is prepared to propose
amending legislation and changes to
statutory codes, in order to enhance
the procedures by which unions can
represent their members’ interests,
along lines agreed in outline between
the two sides.

A significant change has been agreed in
the current ‘right to bargain’ provisions
of the Industrial Relations (Amendment)
Act 2001, which do not provide for
statutory trade union recognition, but
for a series of procedures that may
result in a binding Labour Court deter-
mination on specific workplace issues.
The ‘good faith’ protocol in the current
legislation is to be abolished, while the
overall timeframe, from the formal
beginning to the end of the process, is
to be shortened from 18 months (or
more) to between six to eight months.
This will involve four key stages: referral
to the Labour Relations Commission; a
full Labour Court recommendation; a

binding Labour Court determination;
and a Circuit Court hearing (if neces-
sary). 

On the issue of union demands for for-
mal statutory trade union recognition,
the negotiators came to no agreement
on what remains a highly sensitive issue
for government and employers.
However, in noting an ‘ongoing debate
within the EU’ on the issue, the agree-
ment appears to reflect a view that,
ultimately, the EU may force change on
this matter, despite the opposition of
government, employers and state agen-
cies. 

Housing 
On the social side, the agreement con-
tains a commitment to engage in a
novel programme of social housing,
with a target of up to 10,000 afford-
able houses annually. This is to be
achieved using the National
Development Finance Agency, which is
set to avail of the national pension
reserve fund to get the new initiative
moving. This is expected to involve the
use of ‘land banks’ held by local
authorities, with a key role for the
National Building Agency. The latter
would oversee the building of new
houses at cost (paying private builders),
but cutting out developers. These hous-
es would then be sold to lower- to mid-
dle-income earners, and the profit from
these sales would then be ploughed
back into the funding of social housing,
for which rent would be payable. 

Inflation 
The government is prepared to develop,
with the social partners, a new anti-
inflationary initiative targeting key
sources of inflationary pressure. If the
proposed deal is approved, the parties
will hope that the initiative will not
damage competitiveness and will
ensure that living standards, over the
full 18 initial months of the proposed
agreement, can be maintained. A key
element in this will be the inflation out-
come, and the rate - now close to 6%,
which is over twice the EU average - is
expected to improve towards the latter
half of 2003. Whether the govern-
ment’s agreement to participate in a
joint anti-inflation strategy will assist in
this regard remains to be seen. 

Statutory redundancy terms 
The government is prepared to enhance
statutory redundancy pay terms to pro-
vide for two weeks’ pay per year of
service, with the abolition of differentia-
tion by age, and to retain the existing
‘bonus week’ in the calculation of pay-
ments. Currently, statutory redundancy

pay entitlement amounts to half a
week’s pay per year of service up to age
41, and one week’s pay per year of
service from age 41 onwards. The
redundancy issue has provoked major
campaigns by unions over the past year,
and the government has agreed a
major concession in an area that the
employer side agreed was ripe for
improvement. The two weeks’ pay per
year of service, along with the ending
of differentiation between service
before and after the age of 41, will be
a major improvement in the basic sever-
ance deal. That said, it is not expected
to have a major impact on the above-
average settlements that are common-
place in voluntary severance pro-
grammes.

Statutory minimum wage 
The government is prepared to increase
the statutory national minimum wage
from its current level of EUR 6.35 per
hour to EUR 7 per hour, with effect
from 1 February 2004. The increase
may serve to cushion the fact that the
proposed new national agreement -
unlike its predecessor - does not pro-
vide for a minimum cash pay increase
for the lower paid. 

Commentary 
Despite serious reservations about the
possibility and feasibility of a new
national agreement in a less benign
economic climate, it looks like the par-
ties have reached an acceptable con-
sensus on the key issues, and that the
new deal stands a good chance of
being approved. Aside from pay, the
key industrial relations elements in the
proposed new agreement are: the relat-
ed issues of worker representation and
trade union recognition; the issue of
how to police or ensure compliance
with the pay terms; and the increase in
basic statutory redundancy pay terms. 

The provisions outlined above will be
implemented subject to agreement on
an appropriate text governing these
and related areas which have been
under discussion between the parties,
and on the basis that the parties have
also agreed to enhanced arrangements
to ensure adherence to the agreement
by all sides and the maintenance of sta-
ble industrial relations.

Attention has now turned to ICTU and
IBEC, as they attempt to ‘sell’ the
agreement to their respective members.
The decision on whether or not the
social partners accept the terms of the
new deal will not be known until late
March 2003, when ICTU-affiliated trade
unions meet at a special delegate con-
ference to vote on the deal. Affiliates of
IBEC are also due to meet to decide
whether or not to accept the deal. If
this new national pact is given the all
clear, the two sides will probably meet
again with the government after 18
months, to negotiate the second half of
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what is set to be a two-part national
agreement within the umbrella of the
usual three-year partnership framework.
Both sides can argue, therefore, that
while they have conceded some of their
aspirations, any of the ground they may
have lost can potentially made up 18
months from now. 

Although it is by now almost certain
that the new agreement will be validat-

ed, this does not mean that there will
not be any problems in the coming
months. Inflation is still running at over
5%, unemployment has started to
creep up, and various commentators,
including the European Commission,
have expressed reservations about the
rigidity of the current model of cen-
tralised wage bargaining, and its per-
ceived inability to adapt to changing

economic circumstances. (Tony
Dobbins, IRN)
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8 The recommendation to the parties is
that the pay agreement should provide
for an increase of 7% over 18 months,
implemented in the private sector as
follows:

• 3% for the first nine months;

• 2% for the next six months; and

• 2% for the final three months.

These pay terms ultimately came as no
real surprise. This is because, late in the
talks, the trade unions were set on
7.5%, while the employers, although
ostensibly adamant about insisting on
a six-month ‘pay pause’ and a subse-
quent wage increase in low single fig-
ures, had indirectly signalled that a
6.5% deal was possible. The compro-
mise, when it came, worked out at 7%
over 18 months. Crucially for the
employers, this is payable in three
phases of 3%, 2% and 2%, and is in
the middle of the effective final posi-
tions put forward by the two sides in
the process. It means that in the first
year of the deal, the cost to employers
will be just over 3.5%, while unions
will hope that inflation will fall over the
18-month period, thus enhancing the
agreement. 

The text also includes a section on how
to ‘police’ or ensure compliance with
the pay terms. On compliance, it is
proposed that the Labour Court is to
play a major role. Disputes related to
the new agreement are to be referred
for binding determination. Issues such
as union pay claims that are above the
basic terms of the deal, employer
demands for change that are seen as
more than ‘normal’ or ‘ongoing’, and

cases involving employers’ ability to
pay, are to be referred to the Court.
This is allowed for under section 20 (2)
of the Industrial Relations Act 1969,
which covers binding determinations. 

In addition, a greater role for the
National Implementation Body (NIB) is
also envisaged. The NIB is a special
informal disputes body which was
established in late 2000 to monitor the
pay terms of the PPF. It is made up of
key negotiators from the main social
partners: David Begg, the general sec-
retary of the Irish Congress of Trade
Unions (ICTU); Turlough O’Sullivan,
director-general of the Irish Business
and Employers Confederation (IBEC);
and Dermot McCarthy, the secretary of
the Department of the Taoiseach. 

For employers, these provisions should
provide the sort of certainty they have
been seeking in a new deal, while
unions know that the final text
excludes ‘draconian’ measures included
in earlier drafts. Unions will not be able
to make ‘spurious’ pay claims, and
employers will have to prove they can-
not pay if they plead inability to pay.
Where employers want ‘normal’
change at the workplace, they will
have to convince the Labour Court that
such change is not deserving of
reward. In many ways, the new provi-
sions introduce an element of what has
become known as ‘pendulum’ arbitra-
tion.

The same pay terms would apply in the
public service, but with an initial six-
month pay pause, as follows:

• 3% from 1 January 2004;

• 2% from 1 July 2004; and

• 2% from 1 December 2004.

In addition to this increase, and subject
to final agreement on a modernisation
programme for the public service, the
‘benchmarking’ report - which com-
pared public service pay with private
sector comparators, and was published
in July 2002 - has awarded average
pay increase of 8.9% across the public
service, which should be implemented
as follows:

• 25% of the total increase backdated
to 1 December 2001;

• 50% of the increase from 1 January
2004; and

• 25% of the increase from 1 June
2005

The proposed six-month public service
pay pause was signalled well in
advance. No public service trade union
actively opposed it, a clear signal that it
was likely to be accepted. The fact that
the basic rise of 7% will be paid in the
12 months that follow the six-month
pause, as well as the phased imple-
mentation of the benchmarking
awards (up to July 2005), should
‘sweeten’ the deal for public sector
workers. 

Some dissent will be inevitable, particu-
larly among unions already under pres-
sure on the benchmarking front, such
as the Irish Nurses Organisation and
the Civil and Public Service Union.
Meanwhile, the teachers’ unions may
have a tough time persuading their
members to back the deal. 

Pay terms of the draft agreement



New legislation is introducing a statu-
tory 40-hour week in Luxembourg’s
hotels and catering sector, after a 30-
year legal vacuum during which the
industry’s social partners failed to
regulate the matter themselves. 

Unusually, there has been hardly any
legislation on working time in the
hotels and catering sector since 1970,
when the legislator left the matter to
be regulated by the industry’s social
partners through collective agreement.
In December 1999, in response to the
social partners’ failure to reach agree-
ment on the issue, the Minister of
Labour announced that he would deal
with the matter by legislative means. 

The hotels and catering sector in
Luxembourg (known as HORESCA) is
made up of 2,500 enterprises employ-
ing 10,000 staff. The workforce is divid-
ed equally between men and women,
while 95% have foreign nationality and
are classified as blue-collar workers.
Establishments in the HORESCA sector
are divided into three categories: small
catering outlets, restaurants and
accommodation.

It emerged from numerous meetings
between the HORESCA social partners
that they did not expect to be able to
conclude a collective agreement on
working time, but that they were not
opposed to legislation on the issue, par-
ticularly with a view to making employ-
ment in the sector more attractive to
young people.

On 20 July 2001, the Minister of
Labour presented a bill which sought
to: transpose the 1991 International
Labour Organisation Convention No.
172 on working conditions in hotels
and restaurants; and regulate the work-
ing time of blue-collar workers, appren-
tices and trainees employed in the sec-
tor. The legislation was approved by the
Chamber of Deputies on 18 December
2002.

Content of the new law 
The new law will come into force in
three stages: 

1. on 1 January 2003 for establish-
ments regularly employing at least 50
staff, and enterprises providing catering
on vessels plying rivers;

2. on 1 January 2004 for enterprises
regularly employing 15-49 staff; and

3. on 1 January 2005 for enterprises
regularly employing fewer than 15
staff.

The law essentially applies to the
HORESCA sector the general terms of

Luxembourg’s 1970 and 1971 legisla-
tion on working time, that is to say an
eight-hour day and a 40-hour week,
with the possibility to vary these hours
limits, while respecting them on aver-
age, over reference periods that differ
according to the size and nature of the
enterprise. The reference period is: four
weeks or one month for enterprises
that regularly employ at least 50 peo-
ple; eight weeks or two months for
enterprises employing between 15 and
49 staff; and six months for seasonal
enterprises and establishments employ-
ing fewer than 15 staff. 

During this reference period, it is possi-
ble to exceed the limits of eight work-
ing hours a day and 40 hours a week,
normally to a maximum of 10 and 48
hours respectively. During exceptional
periods (specifically restricted to
Christmas, Easter and the summer), it is
possible for weekly hours to be as high
as 51-60 hours, depending on the size
of the enterprise, but with a daily limit
of 12 hours. In all cases, average week-
ly working hours must be lower than,
or equal to, 40 hours over the reference
period.

Daily working hours may only be inter-
rupted by a single unpaid break lasting
a maximum of three hours.

Remuneration for all work performed
between 01.00 and 06.00 is subject to
a premium of 25%, which may be
taken as time off or paid in cash.

As the law’s rapporteur in parliament
stated: ‘adoption of the 40-hour week
is fair, and all overtime must be paid as
such, but it would nonetheless be
wrong to disrupt a sector that would
be in danger of suffering from an
excessive increase in these charges’. He
went on to stress how balanced he
believed the government bill was, given
the complexity of the issue and the sec-
tor.

In the vote in the Chamber of Deputies,
the Greens political party abstained, as
it criticised the numerous exemptions
from the basic working time rules, and
thought that these should attract high-
er pay premia.

Social partners’ positions 
Two weeks before the vote on the new
law, a delegation of HORESCA employ-
ers successfully proposed a six-month
reference period for small enterprises,
and for seasonal enterprises in the
event of a predictable peak in business.
The delegation also criticised the provi-
sion in the bill that outlawed a reduc-
tion in hourly, monthly or annual pay in
currently valid employment contracts.

This latter provision was withdrawn
from the final draft on the advice of the
Council of State, on the grounds that
common law banned any reduction in
employees’ pay in the sector anyway. 

The Luxembourg Confederation of
Christian Trade Unions (LCGB) stresses
that the new law is based on a compro-
mise between the social partners. The
union criticises 30 years of unregulated
conditions of employment in the sector,
and welcomes this ‘essential and neces-
sary stage’, which at last places employ-
ees in the hotels and catering sector on
a legal footing. However, LCGB claims
that the new law ‘still leaves a lot to be
desired in respect of a number of
important features’, although it
acknowledges that this stage contains
‘recognition and a reassessment of jobs
in the sector’.

The Luxembourg Confederation of
Independent Trade Unions (OGB-L) wel-
comes the new law, stating that it has
put a lot of energy into drafting it, col-
laborating closely with the Ministry of
Labour and emphasising ‘efforts to link
working time reductions with pay com-
pensation’. The union also announced
that it intends to call on HORESCA
employers to ‘create pay and working
conditions that are in line with the law,
and in this way to play their part in
industrial peace’. OGB-L has announced
a meeting with employers in the sector
to this end.

Commentary 
Since the almost total introduction of
the statutory 40-hour week in 1970-1,
the HORESCA sector has not achieved
self-regulation, mainly because of what
some commentators see as the fre-
quently intransigent approach of the
employers. The absence of any regula-
tion has led to serious abuses in the
sector, the legal environment providing
opportunities to ignore any limitations
in respect of daily or weekly working
hours, and even to oppose normal
overtime payments. The new law finally
deletes one of the few negative fea-
tures of Luxembourg employment legis-
lation. (Marc Feyereisen) 
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The Spanish social partners have con-
cluded an intersectoral agreement
laying down guidelines and criteria
for lower-level collective bargaining in
2003.

On 30 January 2003, an ‘interconfeder-
al agreement for collective bargaining’
in 2003 (ANC 2003), was signed by the
main employers’ organisations - CEOE
and CEPYME - and trade union confed-
erations - CC.OO and UGT. The accord
lays down guidelines and criteria for
lower-level collective bargaining in
2003, and follows a similar central deal
reached for 2002.

Assessment of 2002 agreement 
In the first chapter of the 2003 agree-
ment, the social partners assess posi-
tively its predecessor, the 2002 ANC,
which linked pay increases to inflation
and productivity gains and focused on
employment and health and safety.
According to the assessment, the most
innovative aspect of the 2002 ANC was
that it involved ‘dialogue and social
concertation on criteria and content
applicable at the different levels of col-
lective bargaining’. The agreement was
binding on the signatories and attempt-
ed to promote bargaining on particular
issues, providing guidelines for the con-
tent of agreements at sectoral and
company level. It was negotiated at a
time of economic uncertainty, and
addressed the challenge of maintaining
and generating employment, thus help-
ing to generate confidence in the eco-
nomic situation. The assessment states
that results achieved in the new frame-
work of EU Economic and Monetary
Union (EMU) show that this situation
requires ‘a new, more continuous,
durable and stable working method’ in
the social partners’ relations

In general, a large part of collective bar-
gaining in 2002 followed the agreed
guidelines, but there is a new aware-
ness by the signatories that the full
application of such agreements requires
a longer period. 

The 2003 agreement 
The new ANC runs for one year, with
the possibility of renewal or extension
to be considered by the signatories in
the last quarter of 2003. It creates a
‘monitoring commission’ to: promote
social dialogue; gather and disseminate
good practices on equal opportunities,
promote the European-level social part-
ners’ 2002 framework agreement on
telework (which is to be implemented
by the national social partners)
(EIRObserver 5/02 p.2); and foster the
creation of ‘observatories’ at national
sectoral level.

The agreement covers various subjects,
such as the need for greater employ-
ment stability in view of Spain’s persist-
ently high temporary employment rate.
It stresses the promotion of internal and
‘qualitative’ labour flexibility, rather
than the external and quantitative flexi-
bility which has been the habit of many
companies. The agreement reflects the
spirit of various EU Directives in calling
for ‘a suitable balance between flexibili-
ty and security, establishing frameworks
that allow companies to adapt internal-
ly to changing circumstances’. Also in
line with EU Directives, the ANC calls
for equal treatment and non-discrimina-
tion on grounds of gender, ethnic
group or race, and promotes the con-
tent of the EU-level social partners’
1999 European declaration on the
employment of people with disabilities.

However, the central issue in the 2003
ANC is pay. It attempts to deal with the
sharp rise in prices during the last year.
The government’s inflation target for
2002 was 2%, whereas the real infla-
tion rate was 4%. This was one of the
main obstacles to bargaining in 2002,
and also to achieving the new intersec-
toral agreement. During the lengthy
negotiations over the 2003 ANC, dis-
cussions focused on the unions’ wish to
maintain wage revision clauses - the
provisions in many collective agree-
ments which provide additional pay
rises when inflation exceeds certain lim-
its. These allow the recovery of the pur-
chasing power lost due to the differ-
ence between real growth in the Retail
Prices Index (RPI) and the government
target. Between 70% and 75% of
employees covered by a collective
agreement (5.5 to 5.8 million people)
benefit from wage revision clauses that
help avoid deterioration in real pay.
Workers covered by agreements with-
out wage revision clauses have lost pur-
chasing power since 1999, particularly
around 2 million public sector employ-
ees.

During the talks, CEOE and CEPYME
proposed several alternatives to wage
revision clauses, such as giving up these
wage guarantees in exchange for pay
increases higher than the government’s
RPI target. However, the unions rejected
these proposals because of the great
difference between real inflation and
the targets. Finally, the employers
accepted the wage revision clauses,
against the opinion of the government.
In exchange, the unions have accepted
guidelines which set pay rises at below
3% in 2003.

In the new agreement, the signatories
point out that the gap between Spanish
inflation and the (lower) European aver-
age has increased, which they see as a
cause for concern because it will affect
the ability of Spanish firms to compete,

and therefore affect investments and
job creation. The reasons for Spain’s
inflation seem to bee increases in prices
of energy and raw foodstuffs, rises in
indirect taxes, fees and public prices
and the ‘rounding effect’ of the intro-
duction of the euro.

The ANC 2003 recommends a moder-
ate pay policy in the context of the
international economy’s ‘crisis of expec-
tations’. The agreed criteria for guiding
bargaining on pay in 2003 are based
on four elements: 

• pay bargaining must take as a refer-
ence the government’s inflation target; 

• increases in productivity must be
taken into account; 

• a wage revision clause must be incor-
porated; and

• other elements of flexibility must be
taken into account, such as the diverse
situations of companies and sectors.

The pay formula can be summarised as
‘RPI + productivity + wage revision
clause + other elements’. The 2003
ANC also stresses the need to take as a
reference unit labour costs, so that the
‘resulting figure allows companies, in
particular those exposed to internation-
al competition, to maintain at least
their current position and not be preju-
diced in comparison with their competi-
tors’. 

Commentary 
The 2003 ANC makes pay rather than
employment the central topic of collec-
tive bargaining, marking a major
change in comparison with the 1990s.
It seems that EMU has increased the
need for coordination and centralisation
in collective bargaining. A new method-
ology seems to be emerging, which
requires a more continuous effort of
coordination and a more thorough
effort to monitor pay developments in
application of the ANC. This could be
described as more ‘decentralised coor-
dination’ of bargaining, involving cen-
tralised coordination at national level to
harmonise and moderate pay behaviour
in relation to unit costs and the require-
ments of competitiveness, and a decen-
tralised and flexible coordination in the
application of criteria and contents in
accordance with the specific situation
of companies and sectors. 

On employment, the ANC mentions a
trade-off of flexibility for security, which
is reflected in a commitment to limit
temporary recruitment and stabilise
employment in exchange for more flexi-
ble working time. Working time seems
to be becoming a ‘soft adjustment vari-
able’ for companies in order to avoid
more harmful effects on employment,
such as non-renewal of temporary con-
tracts or dismissal. (Antonio Martín
Artiles, QUIT-UAB)
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Agreement sets framework for
bargaining in 2003
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The UK government has announced
details of a new code of practice gov-
erning the terms and conditions of
the employees of contractors provid-
ing services to local authorities. 

On 13 February 2003, the government
published the terms of a new code of
practice to apply where local authorities
transfer employees to a contractor pro-
viding local public services. The code
includes a provision that new employ-
ees of service providers must be offered
terms and conditions which are, overall,
‘no less favourable’ than those of trans-
ferred employees (whose previous, local
authority terms and conditions must be
protected).

The decision to include such a provision
was announced following a meeting
between the minister for local govern-
ment and trade union representatives.
Unions have been pressing for meas-
ures to counter the emergence of a
‘two-tier workforce’ where public serv-
ices are outsourced. The Prime Minister
undertook to act on the issue in
October 2002.

The code will form an annex to revised
statutory guidance, due in early March
2003, on the ‘best value’ performance
management regime that applies to
local authorities. Similar arrangements
are intended to apply to other ‘best
value’ authorities, including police, fire,
waste disposal and passenger transport.

Key points of the code 
The code states that: ‘Contractors who
intend to cut costs by driving down the
terms and conditions for staff, whether
for transferees or for new joiners taken
on to work beside them, will not pro-
vide best value and will not be selected
to provide services for the council.
However, nothing in this code should
discourage local authorities or contrac-
tors from addressing productivity issues
by working with their workforces in a
positive manner to achieve continuous
improvement in the services they deliv-
er.’ 

In line with government policy, the
code states that contractors must pro-
tect the terms and conditions of trans-
ferring local government employees,
and that where the Transfer of
Undertakings (Protection of
Employment) Regulations (TUPE) do not
apply in strict legal terms, their princi-
ples should be followed and staff
involved should be treated no less
favourably than had the Regulations
applied. This includes the right to ongo-
ing access to the Local Government
Pension Scheme (LGPS) or an alterna-
tive good-quality occupational pension

scheme. Local authorities will be
required to ensure this protection for
transferring staff.

Where new recruits join an outsourced
workforce providing services to a local
authority, the contractor must ‘offer
employment on fair and reasonable
terms and conditions which are, overall,
no less favourable than those of trans-
ferred employees’. There is some flexi-
bility: the code will not prevent service
providers from offering new recruits
non-pension terms and conditions dif-
fering from those of transferred staff, if
this does not result in a less favourable
overall package. 

The code requires service providers to
consult representatives of a trade union
where one is recognised, or other elect-
ed employee representatives where
there is no recognised union, on new
recruits’ terms and conditions. This
should involve ‘a genuine dialogue’.
The intention is that contractors and
recognised unions should be able to
agree on a particular package of terms
and conditions, in keeping with the
code, for new joiners. These provisions
do not apply to pensions, but under the
code new joiners must be offered
membership of either the LGPS, a
good-quality employer pension scheme,
or a stakeholder pension scheme with
an employer contribution.

Local authorities will be required to
monitor compliance with the code by
service providers. The code’s final ver-
sion will incorporate new measures to
ensure that contracts provide for a
rapid and cost-effective procedure to
resolve differences about the code’s
requirements in particular cases, as an
alternative to litigation. Talks on this are
to take place between the
Confederation of British Industry (CBI),
the Trades Union Congress (TUC) and
the Employers’ Organisation for local
government.

Reaction 
The GMB general union, the Transport
and General Workers’ Union and
Unison stated that the code represent-
ed ‘a major advance for thousands of
today’s, and tomorrow’s, public service
workers ... This makes good the Prime
Minister’s pledge to end the two-tier
workforce. It will stop companies mak-
ing a profit from cutting pay, terms and
conditions of staff.’ TUC general secre-
tary-elect Brendan Barber commented
that the code ‘[removed] an obstacle in
government-union relations’. 

The CBI attacked a ‘climb-down’ by the
government. It said that the move
would ‘[prevent] employers from mak-
ing changes to achieve best value for

the customer’, and that ‘inflexible pay
structures’ would make it harder for the
government to achieve its own public
service reform objectives. The CBI also
complained that ‘employers had been
sidelined during the crucial final talks’.

Commentary 
Unions argue that the TUPE Regulations
do not provide guarantees that the
transfer of employees from the public
to the private sector will not be fol-
lowed by the progressive erosion of
conditions of employment. Nor is there
any guarantee of equal treatment for
employees recruited after private service
providers have taken over. This can lead
to a ‘two-tier workforce’, where col-
leagues doing the same job in the same
organisation have differing conditions
of employment. The TUC has advocat-
ed a new ‘fair wages resolution’ appli-
cable to local government and other
public sector authorities, aimed at end-
ing the two-tier workforce and prevent-
ing exploitative wages and competition
based purely on worsening pay and
conditions, and the Labour government
has been under sustained union pres-
sure to act on this issue.

The strong employer criticism reflects
the fact that the text of the code
released by the government incorpo-
rates a rather tougher formula govern-
ing the terms and conditions of new
employees recruited by service providers
than appeared in a draft circulated in
July 2002. The draft specified that these
should be ‘broadly comparable’ with
those of transferred employees, and
would have allowed recruitment and
retention and local labour market con-
ditions to be taken into account. The
new, more specific requirement for ‘no
less favourable’ terms and conditions
for new employees derives from the
wording of the fair wages resolutions
that applied to public contracts from
1891 to 1983. The government’s deci-
sion was widely interpreted by press
commentators as a politically motivated
concession to appease unions on the
eve of the Labour Party’s spring confer-
ence where the government faced
clashes on key issues with critics within
the party, including union leaders.

The new code has potentially far-reach-
ing implications for the government’s
push to improve and modernise public
services through private sector involve-
ment. It will force private contractors to
compete against public sector provision
primarily on quality rather than price,
and could push up the costs of local
authority service provision. The govern-
ment, however, says it has always main-
tained that private sector involvement
in delivery of public services should not
be at the expense of lower terms and
conditions for key public service work-
ers. (Mark Hall, IRRU)

UK0302107F (Related record: UK0111107F)
21 February 2003
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Collective bargaining coverage (CBC)
and extension procedures - whereby
the scope of collective agreements is
extended beyond the membership of
the signatory parties - are key compo-
nents of national industrial relations
and bargaining systems. First, there is
almost by definition a close association
between coverage and extension.
Comparative research has found that
the extent to which extension mecha-
nisms are used is the most powerful
single determinant of variations in the
level of CBC across countries: coverage
tends to increase significantly with the
use of extension practices. Conversely,
the applicability and use of extension
mechanisms depends on the nature of
the bargaining system. Extension rules
can be implemented effectively only in
connection with multi-employer collec-
tive agreements. Given the positive
impact of extension on bargaining cov-
erage, coverage is significantly lower in
countries with predominantly single-
employer bargaining, compared with
countries where multi-employer bar-
gaining prevails. In countries where sin-
gle-employer bargaining prevails, cover-
age correlates almost exactly with trade
union density. 

Furthermore, CBC and extension affect
other areas of industrial relations. For
example, higher levels of coverage are
significantly associated with smaller
wage differentials. Extension has a
strong impact on the membership
strength of employers’ associations, as
their density ratio (in terms of employ-
ees covered) significantly increases with
the incidence of extension practices.
This is because the practice of extend-
ing collective agreements to unaffiliated
employers creates a very strong incen-
tive for them to join associations. 

This comparative supplement analyses
the coverage of collective bargaining
and the existence and practice of exten-
sion procedures in the EU Member
States, four candidate countries and
Norway. The supplement - based on the
contributions of the EIRO national cen-
tres - is an edited version of a full com-
parative study available on the
EIROnline website.

Collective bargaining coverage 
Data and definitions
The figures on CBC presented here
refer to 2000 and 2001, or to the most
recent data available. In principle, there
are two possible data sources. Data on
coverage may be provided by the bar-
gaining parties, or from household or
labour force surveys which include
questions as to whether the respon-
dent’s job is covered by a collective

agreement. However, systematic data
collection is lacking in several countries.
If possible, CBC has been estimated in
these cases. Reliable estimates could
not be made for Finland, Greece,
Ireland and Italy (though an estimated
coverage rate of around 90% is often
cited in the last-named case). As
regards the UK, survey data are avail-
able only for Great Britain (ie excluding
Northern Ireland).

Due to the manifold differences in
national bargaining systems across
Europe, the raw data available directly
from national sources are rarely compa-
rable with one another. To achieve as
high a level of comparability as possi-
ble, we proceed from a common opera-
tional definition of the rate of CBC.

Accordingly, the rate of CBC is an indi-
cator of the extent to which the terms
of employment are regulated by collec-
tive agreements. We define the CBC
rate as the number of employees cov-
ered by a collective agreement as a pro-
portion of the number of employees.
Employees may not be covered by bar-
gaining - where such bargaining occurs
- for the following reasons. First, the
parties to collective bargaining may be
too weak to include all employees
belonging to their formally demarcated
scope of action. Second, the bargaining
parties may explicitly exclude certain
employee groups (eg part-time workers)
from the purview of their collective
agreements. In both cases, the employ-
ment terms of the employees con-
cerned are regulated only by an individ-
ual employment contract. Third, certain
categories of employees may be legally
excluded from the right to collective
bargaining. This may apply in particular
to public sector employees or certain
groups of them (eg the police and
armed forces), whose employment
terms are normally regulated unilateral-
ly by the state under these circum-
stances. 

There are two variants of the coverage
rate, depending on whether or not one
adjusts for the group of employees
legally excluded from the right to bar-
gain:

• the unadjusted rate is defined as the
number of employees covered by a col-
lective agreement as a proportion of
the total number of employees (regard-
less of whether certain groups are
excluded from bargaining); and

• the adjusted rate is defined as the
number of employees covered by a col-
lective agreement as a proportion of
the number of employees equipped
with the right to bargain (ie the total
number of employees minus the num-

ber of employees excluded from the
right to bargain).

The unadjusted rate measures the rela-
tive importance of the collective agree-
ment as a regulatory mechanism in a
certain country. The adjusted rate indi-
cates the ‘governance capacity’ of a
collective agreement within its own
domain. To arrive at valid cross-national
comparisons of CBC, it is important to
differentiate between its two variants,
since countries differ in the extent to
which employees are excluded from the
right to bargain.

Multi-level bargaining, which exists in
several countries considered here, cre-
ates another problem of comparability.
Multi-level bargaining is likely to cause
certain groups of employees to be cov-
ered by several collective agreements
(eg an industry-level agreement and a
company agreement) at the same time.
Such ‘multi-coverage’ may lead to
‘multi-counting’ of the same employee
in statistics on coverage. This especially
applies to statistics based on data pro-
vided by the bargaining parties. To
avoid multi-counting, we refer here to
the number of employees covered by
any kind of collective agreement. 

Another statistical problem may arise
from the termination date of collective
agreements. Figures may report only
collective agreements in their first year
of validity, thus excluding multi-year
agreements which originate from an
earlier year but are still valid. We refer
here to all collective agreements which
are valid during the year under consid-
eration. 

Finally, we refer only to the formal cov-
erage of collective agreements, as
demarcated by their scope, excluding
informal ‘spillovers’ of the terms of col-
lective agreements to firms not formally
covered by them. However, the formal
coverage of collective agreements does
include those employees covered by
extension procedures.

It was not possible for all countries to
correct the raw data in line with the
above definition for the purposes of
this supplement. In these cases, the
deviations from the definition are indi-
cated. The most important deviations
concern Spain and Norway, due to
inflated figures caused by multi-count-
ing as a consequence of multi-layered
bargaining systems. In the case of
Norway, the available survey data are
assumed to exaggerate coverage by
5%–10%. Conversely, the figures for
Poland somewhat underestimate cover-
age. This is because a collective agree-
ment, when concluded for an indefinite
time, remains in force even after its ter-
mination until a new agreement is
signed. There are no data on how many
employees are covered by such agree-
ments. Furthermore, it was impossible
to calculate the adjusted rate for certain
countries.

Collective bargaining coverage and exten-
sion procedures



Aggregate coverage
The aggregate (ie country-wide) rates of
CBC for the 16 countries for which
data are available are set out in table 1
on p.ii. Very rough estimates only are
available for Belgium and Sweden,
which refer to data from the first half
of the 1990s and assume that no sig-
nificant alteration of coverage has
occurred since that time. In the case of
Spain, the strong decline in coverage
from 2000 to 2001 is a statistical ‘arte-
fact’, since the figures on the number
of employees covered are annual esti-
mates by the bargaining parties which
are rather insensitive to short-term fluc-
tuations in employment. Hence, the
estimated coverage rate shows a
decline in times of expanding employ-
ment and and increase in economic
recessions. 

The most notable finding is that 70%
of employees or more are covered by
collective agreements in the vast majori-
ty of countries examined. These high
coverage rates (70% or above) apply in
10 of the 16 countries for which data
are available. At 100%, coverage reach-
es its maximum level in Slovenia, as a
consequence of the fact that businesses
are obliged to be members of all-
encompassing ‘chambers’ of commerce
and industry which also act as employ-
ers’ associations on behalf of their
members in collective bargaining. For
the same reason, Austria records a cov-
erage rate of almost 100%. In Great
Britain, Hungary and Poland, which
have the lowest coverage among the
16 countries, less than 40% of the total
number of employees are covered. In
Poland, which reports a coverage rate
of only 1%, the proportion of employ-
ees covered is extremely low even given
that the reported figure somewhat
underestimates the actual level of cov-
erage for the reasons mentioned above.

This country thus deviates strongly from
the European model of industrial rela-
tions which includes collective bargain-
ing as an important mechanism for reg-
ulation of the employment relationship.
Finally, there is a group of three coun-
tries (Germany, Luxembourg and
Slovakia) with medium coverage rates
(40%-70%).

Leaving aside the special situation of
the candidate countries, where eco-
nomic restructuring has resulted in
rather low coverage in all cases but
Slovenia, the very low coverage level in
Great Britain, Hungary and Poland cor-
roborates the abovementioned causal
relationship between the bargaining
system and CBC, in that single-employ-
er bargaining prevails in all these coun-
tries.

In little more than half of those coun-
tries for which both unadjusted and
adjusted coverage are available, these
figures do not differ. This indicates that
all groups of employees enjoy the right
to bargain in these countries. In all the
cases reporting differing levels of
adjusted and unadjusted coverage, this
difference ensues from the fact that
certain parts of the public sector (civil
servants and the armed forces) are for-
mally excluded from the right to bar-
gain. This difference is largest in
Austria, as virtually all public sector
employees lack the right to bargain.

Coverage by employee categories
Table 2 on p.iii shows the level of CBC
broken down by gender and employee
status for the eight countries where
such information is available. Gender-
specific differences in coverage are
rather small. Where they exist, the rate
for women is higher than that for men
in all countries but Luxembourg. Special
research would be needed to explain
the differences observed. However, the

fact that top executives are sometimes
excluded from the scope of collective
agreements while women are under-
represented in this group probably con-
tributes to the generally higher rate for
women. 

Similarly, coverage does not differ very
much in terms of employee status. In
countries where there are such differ-
ences, blue-collar workers have a high-
er rate than their white-collar counter-
parts. Again, this may have to do with
non-coverage by bargaining of execu-
tives. In addition, this difference may
reflect the fact that blue-collar workers
are still the stronghold of unionisation.

Aside from top executives, bargaining
systems as a whole do not exclude cer-
tain employee groups from their scope.
Hence, employees in such ‘non-stan-
dard’ employment as part-time work is
generally covered by bargaining.
However, the reference is normally to
the status of ‘employee’, implying that
dependent self-employment is exclud-
ed. Exceptions to this rule are Greece,
Italy, Sweden and Great Britain, where
self-employment is covered to differing
extents.

Coverage by sectors
The most fundamental divide in terms
of sectors is between the private and
public part of the economy - see table
3 on p.iii for data on 11 countries
where such information is available.
With the exceptions of Hungary,
Portugal and Austria, public sector cov-
erage is higher than coverage in the
private sector, even though all groups
of public sector employees do not have
the right to bargain in some countries.
This suggests that public employers are
more willing to negotiate than private
employers are, if the right to bargain
exists. 

Table 4 on p.iv provides data on cover-
age by sector of activity for 13 coun-
tries. Mining/quarrying, manufacturing,
electricity/gas/water, construction and
transport/storage/communication tend
to show the highest coverage rates.
These variations across sectors echo dif-
ferences in the strength of trade union
and employer organisation. In particu-
lar, the sectors recording high coverage
rates in table 4 tend to be strongly
unionised as well, as comparative
research on union density has shown. 

Coverage by bargaining level
Table 5 on p.v provides figures on CBC
by bargaining levels for 11 countries,
grouped according to single- and multi-
employer levels. In the vast majority of
countries, multi-employer bargaining
prevails in quantitative terms. Great
Britain is the only EU Member State for
which information is available where
single-employer bargaining is prevalent.
The reverse applies in the candidate
countries, among which multi-employer
bargaining predominates only in
Slovenia. The EU thus differs significant-
ly from the candidate countries in terms
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Table 1. Collective bargaining coverage, 2000-1

Coverage rate (%)

Country Unadjusted Adjusted

2000 2001 2000 2001

Austria 78 78 98 98
Belgium >90 >90 >90 >90
Denmark 83 83 83 83
France 90-95 90-95 90-95 90-95
Germany 67 nd nd nd
Hungary 33 31 36 34
Luxembourg 50 48 60 58
Netherlands nd 88 nd 88
Norway 70-77(a) 70-77(a) 70-77(a) 70-77(a)
Poland nd 1 nd nd
Portugal 87(b) nd 87(b) nd
Slovakia 51 48 51 48
Slovenia 100 100 100 100
Spain 75 68 91 81
Sweden >90 >90 >90 >90
Great Britain 36 36 nd nd

Source: EIRO. Notes: adjusted = coverage rate adjusted for employee groups excluded from the
right to bargain; (a) = 1998; (b) = 1999.



of the main bargaining level. In line
with the association between coverage,
extension practices and the bargaining
level outlined above, aggregate cover-
age tends to be rather low in countries
with prevalent single-employer bargain-
ing. 

Coverage by firm size
Data on CBC by firm size are sparse -
with information available only for six
countries. However, they show a clear
pattern which confirms earlier research:
coverage tends to increase with firm
size. Research evidence suggests two
main reasons for this. The propensity of
large firms to join an employers’ associ-
ation is significantly higher than that of
their smaller counterparts. Likewise,
unionisation tends to increase with firm
size. This fact matters especially in
countries with prevalent single-employ-
er bargaining. Under these circum-
stances, extension mechanisms cannot
mitigate the differences in strength of
the unions and employers’ associations
across firm size, so that these differ-
ences directly translate into differences
in coverage. Hence, differences in cov-
erage across firm size are most pro-
nounced when single-employer bar-
gaining predominates – as in the cases
of Great Britain and Slovakia.

Trends
Since 1990, the prevailing trend in CBC
has been stability. As regards western
Europe, only three countries report con-
siderable changes in coverage. While
the coverage rate has increased in
Denmark , it has dwindled in Germany
and Great Britain. 

In Denmark, bargaining has expanded
most strongly among white-collar
employees, whose coverage rate has
increased by 10 percentage points since
1994. Furthermore, coverage has
increased by 7 percentage points in the
private sector as a whole, with branch-
es such as finance, transport and trade
showing above-average growth. Both
tendencies indicate that new groups
have been integrated into the bargain-
ing system. 

One finds the opposite pattern in
Germany and Great Britain. From the
mid-1990s to 2000, the CBC rate
declined from 72% to 63% in the
western part of Germany and from
56% to 46% in the eastern part. A
clear tendency towards a fall in cover-
age was also observable in Great Britain
over much of the 1990s - the CBC rate
fell from 49% in 1990 to 35% in 1998.
Since then, the trend has been less pro-
nounced with the rate falling from
36% in 1999 to 35.5% in 2001 (there
was a break in the data series between
1998 and 1999). In both countries, bar-
gaining has failed to integrate new
workplaces, notably those created by
the growing number of small and medi-
um-sized enterprises (SMEs). Since new
businesses, in particular SMEs, have
emerged in all countries across Europe,
the decline in coverage in Germany and
Great Britain ensues from certain prop-
erties of the bargaining systems there.
In Germany, a weakening of unions and
employers’ associations as well as a
decrease in the use of extension prac-
tices are reported as the main factors in
falling coverage. In Great Britain, the
decay of multi-employer bargaining and
the unions’ failure to secure bargaining
recognition from employers in new
workplaces has had a similar effect on
coverage. 

The context for bargaining trends in the
candidate countries strongly differs
from western Europe, as they have
undergone fundamental economic and
institutional transformations since the
early 1990s. Under the old regime, CBC
was 100%, although collective agree-
ments often had little practical rele-
vance and focused on social welfare
and health and safety. Hence, all coun-
tries but Slovenia saw a decline in CBC
in the course of the transformation
process. Companies in the emerging
private sector have been neither keen
on entering single-employer bargaining
nor willing and able to set up strong
employers’ associations which might
conduct multi-employer bargaining on
their behalf. The stability of coverage in
Slovenia at an unrivalled level of 100%

is mainly based on the obligatory mem-
bership of chambers of commerce and
industry, which has survived the trans-
formation process. 

Debates 
As far as debates on CBC are con-
cerned, one can differentiate between
issues directly addressing coverage and
those implicitly affecting it. Overall,
CBC is not a very controversial issue,
since debates which directly refer to
this issue are reported only from Spain,
Poland, the Netherlands and Portugal:

• in Spain, debate centres on the legal
principle of ‘ultra-activity’ (ultraactivi-
dad) which means that a collective
agreement remains valid after its expiry,
if it has not been renewed. Both the
government and employers want to
abolish this provision for the sake of
enhanced flexibility, something which
meets strong trade union opposition;

• in Poland, recent amendments to the
Labour Code have introduced a far-
reaching statutory ‘hardship clause’.
Accordingly, the signatories can agree
to suspend a collective agreement for
up to three years, if a company faces
financial problems;

• in the Netherlands, liberal political
parties in parliament have questioned
the representativeness of unions in bar-
gaining with regard to non-unionised
employees, given that the CBC rate
(over 80%) far exceeds the rate of
unionisation (around 25%); and

• in Portugal, the very strong regulatory
role of the state in bargaining, in partic-
ular its pervasive extension practices,
has been a matter of public debate.

Issues indirectly affecting coverage con-
cern the level of bargaining and the
role of employers’ associations and
unions in the bargaining process. As
outlined above, coverage tends to
decrease with declining firm size.
Hence, decentralisation to the company
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Table 2. Collective bargaining coverage by employee
categories, 2001

Coverage rate (unadjusted) (%)

Country Employee categories

Male Female Blue-collar White-collar

Hungary 28 35 30 33
Luxembourg 52 48 51 49
Netherlands 77(a) 80(a) Not applicable
Norway 69(b) 84(b) 78(b) 76(b)
Slovakia 46 50 51 46
Slovenia 100 100 100 100
Spain 68 68 92 38
Great Britain 35 37 34 36

Source: EIRO. Notes: (a) = private sector only; (b) = 1998.

Table 3. Collective bargaining
coverage in the private and

public sector, 2001

Coverage rate (%)

Country Private Public
sector sector

Austria 98 0
Denmark 71 100
Germany West 70(a) nd
Germany East 55(a) nd
Hungary 31 31
Netherlands 86 100
Norway 63(b) 100(b)
Portugal 89(c) 81
Slovakia 34 59
Slovenia 100 100
Sweden >90 100
Great Britain 22 73

Source: EIRO. Notes: (a) = 2000; (b) = 1998;
(c) = 1999.



level threatens to undermine collective
bargaining. Examples of debates on
these matters include the following: 

• in Italy, the General Confederation of
Italian Workers (Cgil) - one of the three
main union confederations - opposes
further decentralisation of bargaining
because of the low coverage rate of
‘second-level’ bargaining at company
level. Cgil is also critical of a shift in
bargaining from the sectoral to the ter-
ritorial level, as favoured by the Italian
Confederation of Workers’ Unions
(Cisl);

• in Hungary, there have been efforts to
recentralise bargaining. In connection
with attempts to establish a ‘European-
style’ system of multi-employer bargain-
ing, sectoral social dialogue bodies have
been institutionalised, which may stim-
ulate sectoral bargaining;

• the Confederation of German
Employers’ Associations (BDA) blames
the decline in CBC on the militancy of
unions, claiming that their strikes and
‘excessive’ wage demands induce
employers to leave their associations;
and 

• in the UK, the unions’ abovemen-
tioned problems in maintaining their
status as a bargaining party led to the
introduction of a new statutory proce-
dure for union recognition in 2000.

Extension provisions 

While in the previous section CBC was
predominantly seen as a function of
trade unions’ and employers’ ability to
conclude collective agreements, in this
section we focus on state-influenced
provisions which may extend collective
agreements to employers and employ-
ees not directly covered by these agree-
ments. When referring to extension

provisions, we do not include those
provisions which affect the wages,
hours and working conditions of those
groups of employees excluded from the
right to collective bargaining. We also
do not touch on cases where agree-
ments or provisions thereof are extend-
ed by ‘soft factors’ such as informal
agreement, habit, custom or other vol-
untary practices. Instead, we focus on
three major types of extension, usually
of multi-employer (typically sectoral)
agreements, which are all based on
some kind of legal act: 

• extension in the narrow sense (ie
based on the ‘erga omnes’ principle),
which makes a collective agreement
generally binding within its field of
application by explicitly binding all
employees and employers which are
not members of the parties to the
agreement;

• enlargement, which provides for a
collective agreement concluded else-
where to apply in sectors or areas
where no union and/or employers’
association capable of bargaining exists.
Through enlargement, a collective
agreement is made binding for a specif-
ic geographical or sectoral area outside
this agreement’s actual scope; and

• functional equivalents, such as com-
pulsory membership of the bargaining
parties’ organisations or legal provisions
requiring government contractors to
comply with the terms of a relevant col-
lective agreement. Such functional
equivalents are not based on formal
extension mechanisms but do in effect
extend the provisions of an agreement
to a larger constituency.

As shown in table 6 on p.vi, extension
provisions are quite common in the 20
countries considered. With the excep-
tion of Norway, Sweden and the UK, all

countries have at least one extension
mechanism such as extension in the
‘narrow’ sense, enlargement of collec-
tive agreements or functional equiva-
lents. Various kinds of extension in the
narrow sense apply in 15 of the 20
countries, while enlargement proce-
dures apply in Austria, Portugal and
Spain only. Functional equivalents can
be found in six countries, though in
three cases such provisions merely sup-
port other existing procedures. In Italy
and Slovenia, extension mechanisms are
exclusively based on functional equiva-
lents and in Slovenia in particular, with
companies’ obligatory membership of
chambers of commerce and industry,
the impact on CBC is quite powerful. 

Types of ‘erga omnes’ extension
Provisions for the extension in the nar-
row sense (also known as ‘erga omnes’
extension) represent the overwhelming
majority of extension practices within
the 20 countries under review. While
concrete rules, requirements and proce-
dures for extension differ widely, there
are some common elements and prac-
tices which can be found in several
countries. In four cases - Austria,
Finland, Luxembourg and Spain - erga
omnes extension applies quasi-auto-
matically ‘ex lege’ (ie merely through
the existence of a relevant law).
However, most commonly the initiative
must come from at least one party to
the collective agreement or one social
partner - as in Belgium, Denmark,
France, Germany, Greece, Hungary,
Ireland, the Netherlands, Poland and
Slovakia. Public authorities, such as
ministries of labour, play a crucial role
in initiating the extension of an agree-
ment in France, Greece, Portugal and,
to some extent, also in Poland and
Slovakia. 

Table 4. Collective bargaining coverage by sector (%), 2000

Sector

Country 1 2 3 4 5 6 7 8 9 10 11

Austria — — 100 100 — 100 100 — — — —
Denmark 54 50 76 80 75 57 50 78 — 100 100
Germany West 51 96 — — 84 69 — 73 — 95 —
Germany East 33 93 — — 51 42 — 58 — 98 —
Hungary 19 41 40 97 9 16 23 64 27 10 40
Luxembourg 0 — 75 100 100 50 0 95 75 100 100
Netherlands(a) 88 — c.90 — 98 81 99 90 49 100 96
Norway(b) 56 81 77 98 62 54 70 77 55 100 94
Poland(c) 12 2 2 3 1 0 1 1 2 0 0
Portugal(d) 88 48 94 98 91 86 89 88 69 — 55
Slovakia 65 98-100 60 80 30 20 10 60 68 60 45
Slovenia 100 100 100 100 100 100 100 100 100 100 100
Spain — 46 99 33 71 94 96 61 93 20 40
Great Britain (e) 15 34 31 64 24 18 9 48 — 78 —

Source: EIRO. Industry classification follows NACE major divisions, as follows: 1. agriculture, hunting and forestry, and fishing (NACE A + B); 2. mining
and quarrying (NACE C); 3. manufacturing (NACE D); 4. electricity, gas and water supply (NACE E); 5. construction (NACE F); 6. wholesale and retail
trade; repair of motor vehicles, motorcycles and personal household goods (NACE G); 7. hotels and restaurants (NACE H); 8. transport, storage and com-
munication (NACE I); 9. financial intermediation, real estate, renting and business activities (NACE J + K); 10. public administration and defence; compul-
sory social security (NACE L); 11. education, health and social work, other community, social and personal service activities (NACE M + N + O). Notes: (a)
= employees covered via extension are excluded and NACE classifications are not fully used in the Netherlands; (b) = 1998; (c) = 2001; (d) = 1999; (e) no
aggregate data are available for divisions 9 and 11, though data are available for the individual sectors J, K, M, N and O.
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In the overwhelming majority of coun-
tries, the full range of provisions cov-
ered by a collective agreement is regu-
larly extended, while different provi-
sions apply in Ireland, Belgium and
Denmark. In Denmark, for example,
extension provisions are used only to
transpose the contents of EU Directives,
while in Ireland only provisions on mini-
mum wages and working conditions
may be extended. In Belgium only a
limited range of issues is subject to
extension. While limitations in these
countries are part of the legal frame-
work which governs extension mecha-
nisms, other countries provide some
more flexibility. In Hungary and
Germany the law allows for the exten-
sion of a selected range of collectively
agreed provisions, and particularly in
Germany this leads to a rather piece-
meal extension of selected provisions. 

In almost all cases, extension is formally
applied by some form of public act,
usually a decision, decree or order
issued by the government authority in
charge of labour matters, sometimes
following consultation of the social
partners. Several countries have estab-
lished minimum requirements for exten-
sion, most commonly minimum rates
for coverage of the relevant agreement
prior to extension. Such requirements
for representativeness apply in Finland,
Germany, Greece, Hungary, Ireland, the
Netherlands and Spain. Other minimum
requirements included that extension
must be in the ‘public interest’
(Germany and Poland) or abolish disad-
vantages to employees or employers
(Slovakia). It should be noted, however,
that although agreements are extended
erga omnes, covering all employees and
employers within their field of applica-
tion, there are some differences in the
scope of extension - mostly depending
on the scope of collective bargaining in
the particular country.

To sum up, all these different provisions
lead to significant differences in the use
and range of erga omnes extension. In
some ‘low-threshold’ cases, most
notably Austria and Luxembourg,
extension is granted almost automati-
cally.

Enlargement procedures
Enlargement procedures, whereby a
collective agreement is extended to a
specific geographical or sectoral area
outside its actual scope, are much less
common in the 20 countries examined
and exist only in Austria, Portugal and
Spain:

• in Austria, enlargement takes the
form of an ‘extension order’, issued by
the Federal Arbitration Board. The
board acts upon written requests from
employers’ or employees’ organisations.
Collective agreements to be extended
in this way must be of ‘prevailing
importance’, the working conditions in
the ‘adopting’ sector must be similar to
those in the sector where the collective
agreement originates and there must
not be a competing agreement;

• in Portugal, enlargement procedures
apply in cases where there are no bar-
gaining partners in a given sector or
where the parties do not show any ini-
tiative to negotiate a collective agree-
ment. Enlargement is granted in the
form of an ‘extension directive’ by the
Minister of Labour. Although employ-
ers, their associations, and trade unions
have the opportunity to object to this
decision, they do not have the power
to stop enlargement of an agreement;
and

• in Spain, enlargement is granted only
where workers and employers are prej-
udiced by their inability to enter into a
collective agreement in their field, due
to the absence of legitimate bargaining
parties. In addition, the law requires a
positive decision by the joint National

Consultative Committee on Collective
Agreements which needs to be
approved by the Ministry of Labour.
Applications for enlargement are to be
filed by one or both parties to a collec-
tive agreement.

Impact of extension on coverage
While, in general, extension mecha-
nisms are a powerful variable which
explains a great deal of variation in the
level of CBC across countries, the inten-
sity of this causal relationship depends
to a large degree on the specific mech-
anisms and tools through which exten-
sion is available. As previous research
has found, the existence of extension
also benefits CBC by way of lowering
the ‘relative costs’ of becoming and
remaining a member of an employers’
association. It should be noted, howev-
er, that exceptions to this rationale
apply. Two out of three countries which
do not have any extension procedures
(Norway and Sweden) have fairly high
CBC. With detailed data on the share
of the workforce subject to the exten-
sion of collective agreements available
for a small number of countries only,
the quantitative impact of extension
provisions on CBC cannot be measured
here.

Functional equivalents
As shown in table 7 on p.vii, there are
functional equivalents to extension pro-
visions in six of the 20 countries consid-
ered. The contents and mechanisms
vary widely and it is not always possible
to estimate the specific impact of these
equivalents on CBC. What is striking,
however, is that provisions such as
mandatory membership of employers’
associations, as applies in Austria and
Slovenia, seem to have a strong and
positive impact on CBC. Thus, it is
hardly surprising that in both countries
coverage is almost complete. In the
other cases, the direct impact on cover-
age is more opaque. 

Changes to legal framework
Since the beginning of the 1990s,
changes in the legal framework have
occurred in many countries but by and
large have provided only for some
minor changes in procedures. In seven
out of the 17 countries which have at
least one of the three extension mecha-
nisms (‘erga omnes’ extension, enlarge-
ment, or functional equivalents), the
regulations on extension have not
changed at all over this period. In
another two cases (Denmark and
Greece) the procedures were newly
established during the 1990s, while
changes in the regulations on extension
have occurred in another eight coun-
tries:

• in Finland, a 2001 reform of the
Employment Contracts Act provided for
a more precise definition of ‘representa-
tiveness’ and thus ended the rather
inflexible rule which, in order for the
extension of a collective agreement to
occur, required that at least 50% of the
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Table 5. Collective bargaining coverage by bargaining level, pri-
vate sector, 2000

Bargaining level*

Country Multi-employer Single-employer

Austria 95 3
Denmark 45 25
Germany West(a) 63 7
Germany East(a) 46 10
Hungary 8 34
Luxembourg 60 40
Netherlands(b) 68 14
Portugal(c) 84 5
Slovakia 27 36
Slovenia 100 0
Spain(a) 66 9
Great Britain(d) 5 26

Source: EIRO. Notes: * each of the two categories includes the employees under both a single- and
multi-employer agreement. In cases of multi-level bargaining, the sum of coverage by bargaining
level does not equate to the corresponding aggregate coverage rate set out in in tables 1 and 3; (a)
= private and public sector; (b) = 2001; (c) = 1999; (d) = workplaces with fewer than 10 employees
excluded.

v



employees in a given sector worked for
an employer which was bound to the
agreement;

• representativeness has also been an
issue in the Netherlands, where new
policy rules for the Ministry of
Employment and Social Affairs, taking
effect in 2003, will clarify procedures to
determine the representativeness of
parties to an agreement;

• in Germany, a 1998 reform empow-
ered the Minister of Labour and Social
Affairs to extend minimum wage agree-
ments by decree, and thus made it pos-
sible to bypass any potential veto by
organised employers within the relevant
bipartite collective bargaining commit-
tee;

• in Ireland the introduction of a
national minimum wage in 2000 made
JLCs, which set minimum pay and con-
ditions for certain sectors (see table 7
above), almost superfluous;

• in Portugal (1992) and Slovakia
(1996), amendments have set new time
limits for the extension process, mostly
in order to speed it up;

• in Slovenia, a forthcoming reform of
the Law on Collective Agreements will
introduce a new extension provision, on
top of existing functional equivalents;
and

• in Spain, a 1999 amendment to the
Workers’ Statute introduced clearer
requirements for the process of
enlargement. However, because the
number of cases of enlargement has
always been very low - only 92 cases
were approved between 1986 and
1995 - even this change is unlikely to
have a major impact.

To sum up, there is - perhaps surpris-
ingly - a high level of stability in exten-

sion provisions and, despite occasional
criticism and demands for deregulation
(see below), the continuity is striking.
One case, however, where more funda-
mental changes occurred stands out. In
1980, the then Conservative UK gov-
ernment repealed Schedule 11 of the
1975 Employment Protection Act and
thus ended the British version of exten-
sion. 

Debates
In the three countries without any
extension provisions (Norway, Sweden
and the UK), debates on this issue have
arisen only in the UK, where trade
unions have demanded an increase in
the level of protection of the pay and
conditions of public sector employees
who are affected by the outsourcing of
activities to the private sector. In Italy,
where a form of functional equivalent is
in force, there were plans in the late
1990s to introduce a new form of erga
omnes extension. The draft bill (on
which the social partners disagreed),
never came to a final vote because dif-
ferences between the political parties.

In six out of the remaining 16 countries
(with no information available on
Poland and Hungary) extension mecha-
nisms are either widely accepted ( as in
Austria, Belgium, Luxembourg, Portugal
and Slovakia) or not a subject for public
discussion, which suggest that neither
the parties to collective agreements nor
the public authorities feel any pressure
to question or challenge extension
practices (as reported from Greece). 

In three cases, there are debates over
adjusting extension mechanisms. The
focus of these debates, however, is not
on weakening the impact of extension
on CBC but rather on addressing some
formal deficits within the procedures or
some unintended side-effects. In

Ireland, for example, JLCs are consid-
ered to be too complex or ineffective
and in Spain some initiatives are being
taken to find joint rules for extension in
small and dispersed workplaces. Some
problems arise in the context of com-
peting unions. In France (similar prob-
lems are reported from Portugal),
where extension is usually supported by
all parties, trade unions in particular are
concerned about cases where agree-
ments signed by ‘minority unions’ have
been extended and granted the status
of ‘industry rules’.

More mixed results can be observed in
the Netherlands, Slovenia and
Denmark. In Denmark, some uneasiness
with extension is linked to the fact that
it was introduced very recently as a
consequence of a threat by the
European Commission to take the gov-
ernment to the European Court of
Justice (ECJ) over inadequate transposi-
tion of EU Directives. Despite some ear-
lier opposition from the Dutch govern-
ment, extension is still favoured by the
social partners, though some have
taken place on how to determine repre-
sentativeness. In Slovenia, the social
partners have been involved in prepar-
ing a new law which is due to come
into force in early 2003. The new law
will include a new extension procedure
which is, however, not to replace com-
pulsory employers’ membership of
chambers, which (as seen above)
already provides for 100% CBC.

Finally, there are two cases where
extension mechanisms face some severe
opposition, mostly from organised
employers. In Finland, the Federation of
Finnish Enterprises (SY) - which repre-
sents mainly SMEs - as well as the con-
servative National Coalition Party - one
of the governing coalition parties -
want to restrict the extension of collec-
tive agreements. While some German
sector-level employers’ associations,
most notably in the construction indus-
try, still support extension, the BDA
employers’ confederation increasingly
opposes it and uses its representation in
collective bargaining committees to
vote down an increasing number of
applications for extension.
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Table 6. Varieties of extension provisions

Country Extension in Enlargement Functional 
narrow sense equivalents

Austria + + +
Belgium +
Denmark +
Finland + +
France +
Germany + +
Greece +
Hungary +
Ireland + +
Italy +
Luxembourg +
Netherlands +
Norway 
Poland +
Portugal + +
Slovakia +
Slovenia +
Spain + +
Sweden
UK

Source: EIRO. Notes: + indicates existence of extension mechanism.
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Table 7. Functional equivalents to extension of collective agreements

Country Mechanism

Austria Mandatory membership of the Chamber of the Economy (WKÖ) for companies provides for almost com-
plete collective bargaining coverage.

Finland Public officials are required to comply with the provisions laid down in the relevant collective agreements.

Germany Some federal states have passed laws on public procurement which require contractors in the construction
and transport sectors to comply with the provisions defined by the relevant collective agreement. Attempts
have been made - so far unsuccessfully - to legislate nationally on this issue.

Ireland Joint Labour Committees (JLCs) may be established by the Labour Court to define minimum rates of pay
and employment conditions in particular sectors by Employment Regulation Order. JLCs are made up of
representatives of employers and workers, and chaired by a representative of the Ministry for Enterprise,
Trade and Employment. 

Italy Courts use collectively agreed minimum wage levels as a point of reference when assessing whether
wages and salaries conform with the constitutional requirement for fair pay. Furthermore, collectively
agreed wage levels are taken into account in awarding public contracts, in order to identify ‘abnormally
low’ bids.

Slovenia Almost total collective bargaining coverage results from obligatory membership for companies of the
Chamber of Commerce and Industry of Slovenia (GZE) or the Chamber of Crafts of Slovenia (OZE).
Furthermore, the current law on labour relations (due to be replaced in early 2003) requires that certain
issues must be covered in collective agreements.

Source: EIRO
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Commentary
For the overwhelming majority of the countries surveyed in this comparative sup-
plement, an analysis of recent trends in collective bargaining coverage reveals a
high degree of stability. With information available for 16 of the 20 countries
examined, it is striking that within the EU Member States and Norway CBC
remains at a rather high level. Classifying the 16 countries for which data are
available on a scale of high, medium and low coverage: 10 countries can be con-
sidered to be high density (over 70% CBC); three medium density (between 40%
and 70%); and three low density (less than 40%). 

High bargaining coverage is thus a common phenomenon, while there are also
strong indications that only little significant change has occurred in coverage rates
over the past decade or so in the current EU and Norway. In two countries
(Germany and the UK) bargaining coverage has declined, while in one (Denmark)
coverage has increased. In the run-up to EU enlargement, the Member States’ sys-
tems of collective bargaining seem to be well established, and maintain to a large
degree a great potential to regulate wages, hours and working conditions.

Similar developments can be observed in the case of provisions for the extension
of collective agreements, which apply in the great majority of countries examined.
While over the past decade several, mostly minor adjustments of the legal mecha-
nisms for extension have occurred, the basic parameters and functions of exten-
sion provisions have remained unchanged. The notable earlier exception of the
UK, where extension provisions were abolished in 1980, does not challenge this
general observation. The impact of extension provisions on CBC varies between
countries and cannot always be exactly specified. From the evidence available,
however, it is fair to conclude that there is no substantial impact of extension pro-
visions on either upward or downward change in CBC rates. Rather, extension
provisions might have contributed to stabilising coverage.

This continuity is somewhat mirrored in the debate on both CBC and extension
provisions. Some debates on coverage have arisen in Poland, Spain, and Portugal
and issues related to extension have been subject to rather controversial debates
in Finland and Germany. Overall, however, it can be said that despite a few
demands for adjustment there are no proposals for a major change on the table.

When we include the four candidate countries in the analysis, the general picture
of continuity somewhat changes. While in the area of extension provisions, devel-
opments in Hungary, Poland, Slovakia and Slovenia go along the same lines as the
majority of western European countries in maintaining a stable legal framework,
the situation is different in the case of bargaining coverage. With the exception of
Slovenia, collective bargaining is in decline, reaching only medium coverage rates
at best. As in the case of Hungary, where there are attempts to use special EU
programmes to stabilise the collective bargaining system, it will be difficult to
reverse the downward trend and to keep coverage rates from declining even fur-
ther. This would lead us to assume that the forthcoming enlargement will bring
increasing diversity of CBC rates within the larger EU and will contribute to
strengthening the ‘low coverage camp’. Given that coverage rates in the candi-
date countries are still not settled at a stable level, this will also reduce the general
level of stability observed in this supplement. (Franz Traxler, University of Vienna
and Martin Behrens, Institute for Economic and Social Research, WSI)


