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Supplement Tripartism and EMU in new EU Member States and candidate countries Insert

Following their accession to the European Union in May 2004, the
next challenge for the 10 new Member States is joining Economic and
Monetary Union (EMU) and introducing the euro. Most of the new
Member States and candidate countries have already officially
announced that they are targeting EMU membership between 2007
and 2011. The comparative supplement in this issue of EIRObserver
examines the role that national-level ‘social pacts’ between
governments and social partners might play in helping these countries
to join the euro-zone.

As national-level tripartite social dialogue is one of the key institutions
of industrial relations in new Member States and candidate countries,
it may be assumed that some of them will attempt to adjust their
economies through social pacts, just as many ‘old’ Member States did
in the early 1990s. Our supplement reviews the current development
of tripartite institutions and the established tripartite practices
concerning macroeconomic issues in general, and wage developments
in particular, in 10 new Member States and candidate countries.

We find that only one country, Slovenia, has so far concluded a social
pact to facilitate the introduction of measures to meet the criteria for
EMU. Among those countries that can meet these criteria easily,
Cyprus and Malta might produce a form of social pact to amend their
traditional wage indexation systems, if the social partners opt for such
a solution. In the Baltic countries, there does not seem to be a major
need for a specific EMU-related social pact, as regular social dialogue
and trust-based relationships are thought to provide the necessary
framework for compromises. In the central European countries, a
social pact over reform measures is arguably needed badly owing to
current macroeconomic imbalance, but a lack of political consensus
over strategic issues makes it unlikely that governments, employer
associations and trade unions will reach such comprehensive national
accords.

EIRObserver presents a small edited selection of articles based on
some of the reports supplied for the EIROnline database, in this case
for May and June 2004. EIROnline - the core of EIRO’s operations - is
publicly accessible on the 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 institutions. e
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In 2003, average collectively agreed
weekly working time stood at 38
hours in the ‘old’ EU Member States,
plus Norway, and 39.7 hours in the
new Member States and candidate
countries.

Here we provide information on trends
in the duration of collectively agreed
working time in 2003 in 23 EU Member
States (including eight that joined in
May 2004), Norway and two candidate
countries. This article 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 (such as statutory working
time maxima and annual leave, and
actual/usual weekly working hours) and
outlines the sources of the information
and the problems of comparison and
the caveats that apply. The figures
below should be treated with caution,
and readers should refer to the full
EIROnline report and its various notes
and explanations.

Average agreed weekly hours

Column A in the table opposite sets out
the average normal weekly working
hours in 2003 for full-time workers as
set by collective bargaining, across the
whole economy, for the 26 countries
examined. The overall average weekly
hours for the 15 ‘old’ EU Member
States plus Norway remained virtually
unchanged at 38.0 (down from 38.1 in
2002). The only major change came in
Belgium, where the maximum normal
week set by the national intersectoral
collective agreement was cut from 39
hours to 38. The range of normal
weekly agreed hours across the EU and
Norway was five hours – between 35
hours (France) and 40 (Greece).
However, 14 countries had a normal
working week of between 37 and 39
hours inclusive.

Looking at the five-year period 1999-
2003, average agreed normal weekly
hours for the EU 15 and Norway fell
from 38.6 to 38.0. Much of this change
arises from the progressive, legislation-
driven introduction of a 35-hour week
in France, completed at the beginning
of 2002. The overall picture is one of
relatively static weekly hours, with
major reductions very rare. The main
exception is France, where the figure
fell by four hours (or over 10%) over
the five years. In Belgium, there was a
two-hour (or 5%) reduction in the
maximum normal week set by the
intersectoral agreement. The
Luxembourg, Sweden and UK figures

fell by around one hour (2.5%-3%). In
Germany, the figure for the west of the
country remained static, while that for
the east fell slightly (by 0.2 hours).
Minor or no reductions were recorded
in the other countries. Thus, with some
exceptions, the early years of the 21st
century have been one of relative (but
not total) standstill in average agreed
normal working time. In most
countries, reductions have been slight
overall (though with exceptions in
specific sectors and companies) and
often accompanied by new flexibility
measures. However, it is still the case
that the EU 15/Norway average has
continued to creep downwards, albeit
slowly, in recent years.

Turning to the new Member States and
candidate countries, it should be noted
that the active role of collective
bargaining in setting normal weekly
hours is slight in many cases. Thus, in
countries such as Estonia, Latvia and
Poland, collective agreements do not
tend to deviate from the statutory
normal hours (usually 40 hours). The
average agreed weekly hours across the
10 countries stood at 39.7 in 2003,
down from 39.8 in 2002 – 1.7 hours
higher than in the old EU and Norway.
The only changes from 2002 to 2003
were in Poland, where the figure (based
on the relevant legislation), fell from by
one hour, and Slovakia, where there
was a half-hour fall. In general, the 10
countries still have a 40-hour normal
week, with the exceptions of Slovakia
and Cyprus, where agreed hours are
around the current EU average.
Working time reductions do not appear
to be very high on the agenda at
present, though with some exceptions
– eg they are a prominent union
demand in Bulgaria and Hungary.

Agreed weekly hours by sector 
We have examined average normal
weekly working hours for full-time
workers as set by bargaining in sectors
selected to represent manufacturing
industry (metalworking), services
(banking) and the public sector (local
government).

Comparing the three sectors, in 2003
the highest average agreed weekly
hours in the EU 15 and Norway were
found in metalworking at 37.9 hours,
followed by local government at 37.6
hours and banking at 37.2 hours (the
same ranking as in 2001 and 1999). In
the three sectors, average hours were
below the whole-economy average of
38.0 hours. In all three cases there were
slight falls over the 1999-2003 period,
due mainly to reductions in particular

countries. This confirms that working
time reductions (generally relatively
small) persist in particular sectors and
countries, resulting in a slight but
steady fall in the overall average
figures.

With regard to the new Member States
and candidate countries, agreed weekly
hours in the three sectors are above the
old EU/Norway average, though often
no higher than those in some of the old
Member States with longer hours. The
difference between the average figures
for the EU 15/Norway and the new
Member States/candidate countries
stood in 2003 at 2.1 hours in banking,
1.7 in local government and 1.4 in
metalworking.

Annual leave
Column C in the table opposite gives
the average number of days of
collective agreed annual leave for the
countries where data are available
(harmonised on the basis of a five-day
working week). The figures generally
apply to 2003, with the only significant
changes from 2002 being a one-day
increase in Denmark. The average
entitlement across the old EU and
Norway stands at 26.5 days (the
different average given in the table
results from the inclusion of statutory
minimum annual leave figures for those
countries where no figure is available
for agreed leave), and has increased
slightly over the past few years from
25.6 days in 2000. Agreed annual leave
entitlement varies considerably, from 33
days in Sweden to 20 days in Ireland.
Little information is available on this
point from the new Member States and
candidate countries, with figures only
for Cyprus and Romania – both of
which are below the EU 15/Norway
average. In most of these countries,
annual leave is probably at the statutory
level – a 20-day minimum entitlement
in all cases apart from Malta.

Annual working time 
In order to arrive at a crude annual
estimate for collectively agreed annual
normal working time, we have taken
the figures for average collectively
agreed normal weekly hours and
assumed a five-day working week and
a 52-week year. From this total annual
figure, we have subtracted the average
collectively annual paid leave – or,
where this is not available, the
minimum statutory annual leave – and
the number of annual public holidays.
The resulting figures do not, of course,
take into account factors such as
overtime working, or other forms of
time off and leave. They are only very
rough estimates, but allow some broad
observations to be made.

In the old EU and Norway, average
collectively agreed annual normal
working time in 2003 stood at 1,696.8
hours, ranging from around 1,800
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hours in Greece and Ireland to under
1,600 hours in France. Belgium and
Portugal also had notably long hours,
while Denmark and the Netherlands
also had notably short hours. Greek
average annual hours are some 232
hours higher (nearly 15% more) than
those in France – the equivalent of
nearly six working weeks in Greece. 

Looking at the ranking of the 16
countries in terms of the length of their
agreed working hours, the countries
with the longest and shortest weekly
hours are generally also those with the
longest and shortest annual hours.
However, the annual perspective results
in rather different rankings for some
countries than provided by the weekly
hours figures. Some countries have a
lower position in the ‘league table’ for
normal annual hours than that for
normal weekly hours because of the
effects of relatively long annual leave
(eg Germany and Luxembourg) or a
relatively high number of public
holidays (eg Portugal), or both (eg
Denmark, Italy and Sweden).
Conversely, some countries have a

higher position in the table for normal
annual hours than that for normal
weekly hours because of the effects of
relatively low annual leave (eg Belgium
and Spain, though the figures used are
for minimum statutory leave) or both
relatively low annual leave and a
relatively low number of public holidays
(eg Ireland, Norway and the UK).

In the 10 new Member States and
candidate countries examined, average
collectively agreed annual normal
working time in 2003 stood at 1,805.8
hours – 109 hours higher than the EU
15/Norway average, or the equivalent
of nearly three working weeks. About
80% of the difference is accounted for
by the longer average weekly hours in
the new Member States and candidate
countries, and the remainder is due to
the longer average annual leave in the
EU 15. The average number of public
holidays is slightly higher in the new
Member States and candidate countries
than in the old EU/Norway. The highest
average annual agreed hours are found
in Estonia, Hungary, Latvia and Poland
and the lowest in Cyprus and Slovakia,

whose annual hours are not far above
the EU 15 average and lower than the
figures in old Member States such as
Greece and Ireland.
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27 April 2004

3

Average collectively agreed normal annual working time,  2003

Country A. Weekly B. Gross C. Annual D. Public E. All leave F. Annual
hours annual leave holidays (C+D) hours

hours (days) (days) expressed (B-E)
(Ax52) as hours

Estonia 40.0 2,080.0 20.0* 10.0 240.0 1,840.0
Hungary 40.0 2,080.0 20.0* 10.0 240.0 1,840.0
Latvia 40.0 2,080.0 20.0* 10.0 240.0 1,840.0
Poland 40.0 2,080.0 20.0* 10.0 240.0 1,840.0
Romania 40.0 2,080.0 24.0 7.0 264.0 1,832.0
Bulgaria 40.0 2,080.0 20.0* 13.0 264.0 1,816.0
Slovenia 40.0 2,080.0 20.0* 13.0 264.0 1,816.0
Ireland 39.0 2,028.0 20.0 9.0 226.2 1,801.8
Greece 40.0 2,080.0 23.0 12.0 280.0 1,800.0
Malta 40.0 2,080.0 24.0* 14.0 304.0 1,776.0
Belgium 38.0 1,976.0 20.0* 10.0 228.0 1,748.0
Slovakia 38.5 2,002.0 20.0* 13.0 254.1 1,747.9
Portugal 39.0 2,028.0 24.5 11.0 280.5 1,747.5
Spain 38.6 2,007.2 22.0* 14.0 277.9 1,729.3
Luxembourg 39.0 2,028.0 28.0 10.0 300.2 1,727.8
Austria 38.5 2,002.0 25.0 12.0 284.9 1,717.1
Cyprus 38.0 1,976.0 20.0 15.0 266.0 1,710.0
UK 37.2 1,934.4 24.5 8.0 241.8 1,692.6
Norway 37.5 1,950.0 25.0 10.0 262.5 1,687.5
Sweden 38.8 2,017.6 33.0 11.0 341.4 1,676.2
Finland 37.5 1,950.0 25.0 12.0 277.5 1,672.5
Italy 38.0 1,976.0 28.0 12.0 304.0 1,672.0
Germany 37.7 1,960.4 29.1 10.5 298.6 1,661.8
Netherlands 37.0 1,924.0 31.3 8.0 290.8 1,633.2
Denmark 37.0 1,924.0 30.0 12.0 310.8 1,613.2
France 35.0 1,820.0 25.0 11.0 252.0 1,568.0
Average EU 15/ Norway 38.0 1,975.4 25.8 10.8 278.6 1,696.8
Average new Member States/
candidate countries 39.7 2,061.8 20.8 11.5 256.0 1,805.8
Average all countries 38.6 2,008.6 23.9 11.1 269.9 1,738.7

Source: EIRO. * Statutory annual leave figure.



The EU-level social partners in the
telecommunications industry have
agreed a charter for employers and
workers in the call centre sector. 

On 5 May 2004, the European-level
social partners in the telecommunica-
tions sector – the European
Telecommunications Network
Operators’ Association (ETNO) for
employers, and UNI-Europa Telecom for
trade unions – announced that they
had reached agreement on joint
guidelines to cover customer centres, or
call centres, across the EU. The
guidelines, which take the form of a
‘call centres charter’, were concluded
after negotiations within the framework
of the sector’s European social dialogue
process. The charter was to be officially
launched on 15 June 2004 in Brussels. 

The charter lays down a set of broad
principles for the call centre industry,
with the aim of setting a ‘reasonable
industry standard’. It states that those
call centres that make a commitment to
adhere to its principles will be publicly
acknowledged on the Union Network
International (UNI) website, by UNI’s
affiliated trade unions and by the
industry. 

Key principles 
The charter lists the following key
principles:

• call centres should provide for the
minimum workplace conditions and pay
and benefits, as set out in the charter
(see below);

• any performance targets should be
based on providing high-quality
customer service rather than on the
quantity of calls taken or made;

• training and development should be
increased, in order to provide
employees with skills and product
training so that they can develop
meaningful careers and quality
customer service. Training should also
be portable and accredited;

• call centres should make it a priority
to train and retrain existing staff if new
technologies or products, requiring new
skills or qualifications, are introduced;

• work should be organised in such a
way as to enable changes in company
policy and product developments to be
communicated prior to implementation.
This should enable employees to
participate in key decisions relating to
the improvement of the provision of
customer service;

• when decisions are being made on
the location of a call centre, these

should not merely be based on cost,
but also on elements such as being
close to the customer base, the
demand for skilled and multilingual
staff and access to a competitive
telecommunications infrastructure;

• call centres should ensure that
staffing levels are sufficient to ensure
that there are enough staff to handle
customer requirements effectively, that
employees are able to attend training
and staff meetings, that leave and
other absences can be ‘backfilled’, and
that employees are able to manage
work, family and community
responsibilities; and

• core labour standards, as set out in
the 1998 International Labour
Organisation (ILO) Declaration on
Fundamental Principles and Rights at
Work are respected.

Minimum standards 
Based on these principles, the charter
lays down minimum standards under
seven headings, as follows.

General
Employees should have a written
employment contract or document
detailing their terms of employment.
National legislation and agreements
must be respected and call centres
should try to create stable employment,
wherever possible. Managers and
supervisors should support employees’
commitment to quality customer
service. This should include providing all
employees with adequate support and
advice and taking a ‘flexible approach
to performance reviews’.

Health and safety
The charter states that light, ventilation,
air filtering and heating systems need
to be designed ‘to cope with continued
occupation, also at night-time’. In order
to avoid back strain and repetitive strain
injury, workers should be given training
on how to sit, work and use their
equipment safety. Chairs, desks,
telephones and computer equipment
should be designed ergonomically. Call
centres should provide protection for
workers using visual display units
(VDUs) so as to avoid eyestrain and
voice and hearing loss. There should be
a 10-minute screen break at least every
two hours. Employers should assess the
risks of working with VDUs and comply
with the EU Directive on display screen
equipment.

Workers should spend no more than
between 60% and 70% of their time
actually taking calls – performance

targets should be based on providing
high-quality customer service rather
than solely on the number of calls
taken or made. There should also be
protection from violence at work and
abusive callers. 

Call centres should provide: a dedicated
space for breaks; food and drink (also
for night workers); adequate toilets and
washing facilities; a smoking policy; and
first aid and employee security,
particularly if staff are arriving or
leaving very late at night. The charter
notes that a large percentage of call
centre staff may be women.

Working time and workload
Working time should be a maximum of
40 hours a week. There should be a
rest period of 12 hours every day and a
continuous 48-hour break every seven
days. The charter states that flexible
working hours can benefit both
employees and management, but must
be introduced by agreement. Further,
call centre staff need to have influence
over the hours and shifts that they
work and shift rosters should be drawn
up with adequate notice. Employees
must be able to take time away from
work (eg to care for dependants) and
staffing levels must be sufficient to
ensure that there are enough staff to
handle customer requirements, that
employees can attend training and
meetings, that absences can be filled
and that employees can manage work,
family and community responsibilities.

Surveillance and monitoring
The charter sets out a guidelines on
monitoring of employees and their
rights to privacy. Monitoring may only
be allowed when the purpose is
‘known and acceptable’ and any data
collected may be used only for that
purpose. The employees must know
that they are being or may be
monitored and any listening-in may
take place only ‘incidentally’, not
continuously. Employees must be
allowed access to registered data and
be able to correct inaccuracies. Finally,
tapes must be destroyed after a certain
period of time.

Pay and benefits
Pay levels must be linked to
demonstrable skills and there should be
direct pay comparisons with ‘traditional’
employees and clear pay structures in
order to avoid high staff turnover. There
should be extra premia for working on
evenings, weekends or public holidays.
Bonus payments should make up no
more than 10% of gross wages. Paid
holidays should be granted according
to national law, but should not be less
than four weeks a year. Pay for holidays
should be at least what the employee
earned on average over the 12 months
before the holiday. Employees should
be entitled to sick pay, maternity and
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paternity pay and leave, two months’
notice of dismissal and statutory
redundancy pay after one year of
service.

Training
The charter sets out a range of
employee rights in the area of training.
All employees should receive ‘regular,
broad-based portable and accredited
training and skills development’.
Training and retraining of staff should
be a priority if new technology or
products are introduced. Call centres
should provide employees with the
tools to resolve, as far as practicable, a
customer’s concern in one call. 

Worker representation
There should be a right for workers to
form and join trade unions and a right
for unions to represent workers in
collective bargaining, the settlement of
disputes, and negotiations and
consultations in all matters affecting
jobs and training. Worker
representatives should not be
discriminated against and should be
allowed full access to workplaces to
enable them to carry out their duties.
They should be allowed to negotiate
specific collective workplace
agreements that meet the particular
needs of the company. Call centres
should communicate changes in
company policy and product
developments prior to implementation
so that employees can have an input
into the decision-making process.
Employees, trade unions and works
councils should have access to
corporate e-mail facilities and the
internet.

Commentary 
The new charter is significant, in that it
represents the first agreement of its
kind setting out a detailed charter of
rights and duties for employers and
employees working in call centres. This
sector has grown rapidly over recent
years and now represents an important
part of the telecommunications sector.
The charter addresses all the main
concerns that unions have about
employment in call centres, ensuring
that health and safety, workplace stress
and workload issues are monitored. It
also devotes a section to the issue of
monitoring and surveillance, setting out
guidelines for good practice in this
area. It places significant emphasis on
the issue of training and ensuring that
employees can keep their skills up to
date and that their skills are
transferable. This is part of moves to
ensure that the call centre sector
provides high-quality employment and
that employees can develop careers in
this sector. 

The UNI general secretary, Philip
Jennings, stated that: ‘We welcome this
initiative which shows just what the
social dialogue process that is built into
the workings of the European Union
can bring. We hope the guidelines will
have influence well beyond the telecom
sector and help drive out any cowboy
employer tempted to ignore the well
being of their employees.’ The UK
Communication Workers Union (CWU)
also welcomed the accord, stating that
the provisions on worker representation
will ensure that employees and unions
will be involved in any discussions to
move the location of call centres. A
significant number of UK companies
have in recent years moved some or all
of their call centre operations from the

UK to countries such as India, a trend
that has been a source of concern to
trade unions – see the box above.
(Andrea Broughton, IRS)
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UK concerns over ‘offshoring’ call centres

In the UK, a series of highly publicised decisions by several major companies in
late 2003 and early 2004 to relocate – or ‘offshore’ – jobs in activities such as call
centres and back-office operations to low labour cost countries such as India and
China has prompted widespread concern amongst trade unions and a
consultation exercise by the government. Norwich Union, one of the UK’s largest
insurance businesses, Lloyds TSB bank and the National Rail Enquiries service have
decided to transfer call centre operations involving, respectively, 2,350, 1,000 and
600 UK jobs to India. These are amongst 28 large firms identified by the
Communication Workers’ Union (CWU) that have moved offshore, or announced
plans to move offshore, some 50,000 ‘customer-facing’ and back-office service
sector jobs from the UK. 

The offshoring of call centres has attracted particular attention, since they now
employ almost half a million people across the UK, representing nearly 2% of the
workforce. Many call-centre operations are located in areas which had suffered
industrial decline over the past quarter century as traditional industries shrank,
such as south Wales, central Scotland and the north-east of England. The
employment and incomes brought by the growth of call centres have been
important to the economic regeneration of these regions. Signs of these new-
generation jobs disappearing overseas recently prompted a consortium of public
agencies, employers’ organisations and trade unions to commission a report on
the threat to the call centre industry in Scotland – where employment in call
centres grew from 11,000 in 1997 to 46,000 in 2002 – posed by the challenge of
offshoring (Call centres in Scotland and outsourced competition from India, Phil
Taylor, University of Stirling, and Peter Bain, University of Strathclyde, September
2003). 

The report concluded that: despite predictions of contraction over the past two-
three years, the number of centres and employment in the sector has continued
to grow; and, amongst recent closures in the sector, offshoring to India has to
date only had a marginal effect. The report identified certain types of call centre
work – high-volume, short-duration and repetitive – as being most vulnerable to
offshoring, but underlined that growing use of call-centre services in the public
services was likely to be a source of employment growth in the UK. Although
firms that had moved call centres offshore to India were attracted by the
combination of low labour costs and skilled English-language labour, problems of
high labour turnover appear to persist or even be exacerbated in the offshore
operations. Concerns were expressed by some firms about quality and consistency
of the customer service provided from offshore locations, as well as about the
adverse impact on the morale and motivation of staff remaining in the UK. Such
concerns have been echoed by those financial services groups, such as the
Alliance and Leicester, Cooperative Bank and Nationwide, which have taken
decisions not to offshore any call centre or back-office operations. Overall, the
Scottish report indicates that firms contemplating offshoring are faced with
assessing a balance of advantages and disadvantages. Hence future developments
are highly uncertain. 

UK0405103F



Belgium’s four-yearly ‘social elections’
of workplace employee
representatives took place in May
2004. 

Between 6-19 May 2004, social
elections were held across the private
sector to elect workers’ representatives
on enterprise-level information and
consultation bodies, both works
councils and committees for prevention
and protection at the workplace
(CPPTs/CPBWs). The elections occur
every four years, and the 2004 poll was
the 14th since their introduction in
1950 (for works councils). 

All private sector companies employing
over 100 employees are obliged by law
to set up a works council and a
CPPT/CPBW, while businesses with over
50 workers only have to establish the
latter. The CPPT/CPBW looks after
safety, health and the protection of the
living and working environment, as well
as the application of legislation relevant
to this matter. The works council must
be informed on economic, financial and
employment issues, and consulted on a
range of matters (such as work
organisation, working conditions, the
introduction of new technology,
training, staff policy and collective
redundancies), as well as having a
decision-making and monitoring role in
some areas.

Election process 
While some other EU Member States
also have ‘social elections’, the Belgian
system is notable for the nationwide
organisation of the elections during a
brief period. Within two weeks in May
2004, an estimated 1.4 million
employees in 6,000 private sector
businesses elected representatives on
approximately 6,000 CPPTs/CPBWs and
3,000 works councils (see below). Over
120,000 employees participated as
candidates.

In the social elections, lists of
candidates representing most categories
of workers (except managers) may be
presented only by the intersectoral
trade union organisations recognised as
representative. These are the Federation
of Liberal Trade Unions of Belgium
(CGSLB/ACLVB) the Confederation of
Christian Trade Unions (CSC/ACV);and
the Belgian General Federation of
Labour (FGTB/ABVV).

The importance of the social elections is
recognised by trade unions, academic
observers, the media and most
employers. The Federation of Belgian

Enterprises (FEB/VBO) makes only a few
critical comments on the cost of the
election procedure. The main criticisms
are that the elections are ‘too time-
consuming’ and too ‘complex’. Trade
unions counter the criticism of
bureaucracy and costs by stating that
these formal and extensive procedures
are necessary to prevent violations of
the democratic process by employers
with a negative attitude towards the
electoral system. Although the relevant
legislation on workplace information
and consultation was passed over 50
years ago, unions state that in some
companies they still have to fight cases
in the labour courts to defend the right
to organise social elections and set up
workers’ representation. In 2004,
several cases of abuses were reported
in the media: for instance, a worker
who intended to be the first-ever
candidate for social elections in her
company was reportedly asked by the
employer to withdraw as a candidate in
return for six months’ extra pay.
However, trade unions believe that the
system of social elections is becoming
more and more institutionalised and
that problems caused by employers’
unwillingness are diminishing. There are
reported to be no organised ‘witch
hunts’ of candidates on the part of
company management. 

Although, in Belgium, computerised
voting is widely used for political
elections, this is rarely the case for
social elections. Nonetheless, the 2004
social elections experienced a small ‘e-
revolution’ – registration of the voting
results by the Ministry of Labour took
place for the first time via computer
and on the internet.

The 2004 campaign 
Trade unions spent a lot of money on
nationally coordinated campaigns for
the 2004 social elections. The largest
confederation, CSC/ACV, alone spent
approximately EUR 1.25 million on its
promotional campaign. CSC/ACV
stressed the theme of ‘security in times
of insecurity’ in its campaign, with the
slogan ‘your job, our work’. This
represented a return to the ‘traditional’
issue of employment security and
defending workers’ rights. Historically,
this theme was emphasised more by
the Socialist FGTB/ABVV, but in 2004 it
chose to campaign more around the
issue of the quality of working life, an
issue usually given greater prominence
by the Christian CSC/ACV. The smaller
Liberal ACLVB/CGSLB tried to ‘sell’ itself
as the ‘other’ union, stressing its

efficiency and modernisation. In
general, however, the three union
organisations focused on the same
issues: more and better jobs; equality in
pay; combating stress; a better
combination of work and family life;
and no breakdown of the early
retirement system.

Media observers highlighted that the
social elections are first and foremost a
‘local story’, with the national
campaigns playing only a supporting
role. In social elections, it is suggested,
people vote for a candidate with whom
they are familiar and recognise as a
valued colleague. Nevertheless, social
elections can have an effect on the
industrial relations system beyond
company level – eg on the balance of
power inside trade union
confederations, between unions and
possibly between unions and the world
of politics. 

At the start of the social elections, the
media, inspired by recent research
figures, also stressed how incomplete
the system is. Social elections are not
organised in the public sector or in the
construction industry. Workers’
representatives in the civil service and
construction industry are not elected
but are appointed by trade unions.
Because of the legal workforce-size
thresholds for the establishment of
representative bodies – among the
highest in Europe – employees working
in small businesses do not have the
legal means to set up a committee for
prevention and protection at the
workplace (possible only in companies
with over 50 employees) or works
council (possible only in companies with
over 100 employees). Lack of
candidates in about 10% of the
companies concerned is another reason
why, overall, only 37% of all employees
in Belgium have the possibility to vote
in the social elections based on the
2000 results). Taking only the private
sector into account, half of all workers
have the possibility to participate in the
social elections.

Preliminary figures on the 2004 social
elections are promising in terms of the
number of candidates. The three trade
union organisations, and especially the
smaller ACLVB/CGSLB, announced that
they had been able to find more
candidates than ever before for these
elections. Figures calculated by one of
the largest human resources services
companies, SD Worx, confirmed the
trade union message. 

In the run-up to the social elections
another major human resources services
company, Randstad Belgium, organised
a limited, but interesting, survey on
employee participation. The ICMA
market research company interviewed a
representative sample of 3,000
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employees about their opinions on this
issue – the first such study in Belgium.
The level of general satisfaction with
employee participation possibilities
averaged 6.6 on a 10-point scale. A
section of the survey was dedicated to
the workers’ opinions on the various
forms of ‘indirect’ (ie representational)
participation. The overall level of
satisfaction with the functioning of
works councils and CPPTs/CPBWs was
comparable, being found to be slightly
positive. Blue-collar workers were more
positive about the representative bodies
than were white-collar workers, while
trade union members were slightly
more positive than non-union
members. The survey also confirmed
the coverage rate of these bodies (for
instance, 35% of respondents stated
that a works council existed in their
company). Three out of four
employees, confronted with these
legally backed and trade union-
dominated representations, were
positive about the communication
provided by their representation. In the
last year, 30% had consulted this trade
union representation at least once. One
important point was that people
working in the public sector were less
satisfied with the forms of indirect
participation – as stated above, no
social elections are organised in the
public sector.

Reactions 
Two days after the end of the elections,
the State Secretary for work
organisation and well-being at work,
Kathleen Van Brempt, unveiled official
results based on 83% of the votes cast
– summarised in the box at right.
Enterprises had until the end of May to
file their results electronically, and final
percentages are unlikely to be
announced until September. 

Combining the results for ‘for-profit’
and ‘not-for-profit’ businesses, in 2004
a little under 3,200 enterprises
organised social elections for works
councils and slightly over 5,600 for
CPPTs/CPBWs. These elections affected
a little over 1.2 million workers in the
case of works councils and almost 1.4
million workers in the cases of
CPPTs/CPBWs. The participation rate, at
75%-80% of employees eligible to
vote, was slightly up on the 2000
elections for both works councils and
CPPTs/CPBWs.

The leaders of the various union
confederations reacted to the figures,
but stressed the fact that they were
provisional and that there could be
differences when the final results are
available in September. The FGTB/ABVV
president, André Mordant, said that the
inclusion of further results was likely to
reverse the small decrease in the
number of seats that his union won on
works councils and produce a stable
situation. Mr Mordant also remarked
that, although the variations in support

for the unions overall were slight, they
concealed major changes in industrial
structures. Luc Cortebeek, the president
of CSC/ACV, again deplored the fact
that Belgian law provides for employee
representative bodies to be elected only
in enterprises over a certain size, and
called on political and social actors to
find solutions. According to Mr
Cortebeek, these thresholds meant that
1.5 million workers in SMEs were
unable to vote in the 2004 social
elections. 

While noting the general lack of
change in the positions of the trade
unions, FEB/VBO stated that that
efficient management of social
elections took up a lot of time and
energy and was therefore expensive for
enterprises, ‘which alone bear the cost
without any public subsidy’. The
employers’ organisation is calling for
the electoral procedures to be
simplified.

Commentary 
Key points to emerge from the above
are that:

• the provisional results indicate that in
2004 there were very few changes in
the relative support for the candidates
put forward by the main trade unions;.

• the system of social elections is
getting more and more institutionalised
and recognised as a positive process in
the Belgian system of industrial
relations; 

• the limited coverage rate of these
social elections has to be a matter of
concern;

• as a result of extensive trade union
efforts, in 2004 there seems to be a
promising rise in the number of
candidates; and

• opinion surveys show that the forms
of indirect participation for which the
social elections are organised (ie works
councils and CPPTs/CPBWs) have broad
support amongst the employees
involved, but there is still a need for
improvement in the way they function.
(Guy Van Gyes, HIVA-KU Leuven)

BE0405302F and BE0406301N (Related records:
BE0309304T, BE0309302F, BE0006316F, BE0304301N)

4 June 2004
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Provisional results of 2004 elections

• CSC/ACV and CGSLB/ACLVB have emerged slightly stronger from the elections
with small increases to 53.7% and 9.8% of the vote respectively in the
CPPT/CPBW elections and 52.5% and 9.2% in the works council elections.
FGTB/ABVV recorded a slight fall in its share of the votes to 36.5% in the
CPPT/CPBW elections and 35.7% in the works council elections.

• In terms of seats, FGTB/ABVV’s share on CPPTs/CPBWs rose from 35.2% in 2000
to 35.5% in 2004, while CSC/ACV fell back to 58.4% from 58.8% in 2000 and
CGSLB/ACLVB remained steady at 6%. Seats on works councils were distributed
as follows: 56.6% for CSC/ACV (no change); 34.5% for FGTB/ABVV (down from
35% in 2000); 6.2% for CGSLB/ACLVB; 1.2% for the National Confederation of
Managerial Staff (CNC/NCK); and 1.6% for independent managers’ lists. 

• In sectoral terms, the CSC/ACV increased its share of seats in enterprises in the
for-profit sector, winning 53.6% on CPPTs/CPBWs and 51.8% on works councils,
while FGTB/ABVV lost ground on both CPPTs/CPBWs (39.6%) and works councils
(38%), and CGSLB/ACLVB lost seats on CPPTs/CPBWs (6.7%) but kept a stable
representation on works councils (6.8%). In the not-for-profit sector, FGTB/ABVV
increased its share of seats from 18.5% to 21.1% on CPPTs/CPBWs, and from
20.1% to 21.4% on works councils. CGSLB/ACLVB, too, registered a small
increase from 3% to 3.6% on on CPPTs/CPBWs, and from 3.7% to 3.8% on
works councils. CSC/ACV lost seats on both bodies, winning 75.3% of
CPPT/CPBW seats, compared with 78.4% in 2000, and 74.2% of works council
seats, compared with 75.7% in 2000. 

• In regional terms, in Brussels: FGTB/ABVV lost seats on both CPPTs/CPBWs (to
41.9%) and works councils (38.9%); CSC/ACV gained on CPPTs/CPBWs (47.9%)
and lost on works councils (45.9%); and CGSLB/ACLVB increased its share to
10.2% on CPPTs/CPBWs and 9.4% on works councils. In Wallonia: CSC/ACV lost
seats on both CPPTs/CPBWs (50.2%) and works councils (50.7%); FGTB/ABVV
made gains on CPPTs/CPBWs (46.2%) and losses on works councils (43.1%); and
CGSLB/ACLVB gained ground on works councils (3.8%) and maintained its
position on CPPTs/CPBWs (3.6%). In Flanders, FGTB/ABVV made small gains, while
both CSC/ACV and CGSLB/ACLVB fell back slightly.

• The share of women among representatives elected to CPPTs/CPBWs stood at
36.3% for CSC/ACV, 31.4% for FGTB/ABVV and 29.8% for CGSLB/ACLVB. On
works councils, the proportions were 32.9% for CSC/ACV representatives, 28.2%
for FGTB/ABVV, 27% for CGSLB/ACLVB, 21.6% for independent managers’ lists
and 13.8% for CNC/NCK, Minister Van Brempt commented on the proportion of
elected women candidates that ‘there has been some progress, but still too little’,
and appealed to the social partners to continue improving the situation.



In summer 2004, it appears that
France’s 1993 pensions reform law
has not yet had the desired impact
on the retention of older workers,
partly as a result of collective
agreements on early retirement.

One of the objectives of the law of 21
August 2003 on pension reform was to
raise the employment rate of older
workers (EIRObserver 4/03 p.7). A
number of its provisions were aimed at
keeping older people in employment,
including:

• raising the age at which an employer
can oblige an employee to retire to 65,
instead of the age at which the
employee can claim a full pension
(though see below); 

• increasing the cost of company early
retirement schemes; 

• eliminating progressive early
retirement (PRP) and the ‘early
retirement for certain employees’
(CATS) scheme, where not unrelated to
the arduousness of the work; and 

• placing restrictions on state-financed
early retirement schemes. 

During the parliamentary debate over
the law, few amendments were agreed,
but some of them have had an
important impact, including one
relating to the provisions on retirement
before the age of 65. 

Employer-instigated retirement 
As mentioned above, the pensions
reform law raised the age at which an
employer can place an employee into
retirement to 65. This means that any
termination of the employment
relationship by the employer before the
employee reaches this age constitutes a
dismissal. Prior to the reform, this form
of employer-instigated retirement was
possible as soon as the employee had
earned eligibility for a full pension, ie as
early as 60. 

However, following parliamentary
amendment, the final version of the
law adds an important possible
exemption. Employers may still require
employees who have the right to a full
pension to retire between the ages of
60 and 65 if:

• the worker is covered by an early
retirement scheme put in place before
the new law came into force; or

• an extended sector-level collective
agreement (ie one made binding on all
employers in the sector by government
order) providing for compensatory
measures for such retirement - in terms

of employment and vocational training
- is reached before 1 January 2008.

In both such cases, retirement
instigated by the employer before the
age of 65 is not regarded as the
equivalent of a dismissal. 

Since the pension reform law was
passed in autumn 2003, a number of
sectors have taken advantage of the
second option it provides for
maintaining retirement before the age
of 65. Numerous collective agreements
have been signed on the issue in 2004,
including in sectors such as oil,
supermarkets and hypermarkets, car
repair, rubber, chemicals, metalworking,
pharmaceuticals, textiles and waste
management. So far, only the
agreement reached in the
metalworking industry in December
2003 has been extended to the whole
sector (in May 2004). 

With regard to the details of the trade-
offs for allowing retirement before 65
in terms of recruitment and training,
this is left by law to collective
bargaining. Most of the agreements
concluded provide for new recruitment
on various types of contract, including
full-time jobs on open-ended contracts,
apprenticeship contracts and various
types of subsidised contracts involving
in-house training. So far, no agreement
provides for the compensatory
recruitment of older workers. However,
some agreements specifically provide
for training aimed at older workers. 

Other methods of early exit 
The 2003 reform law regulates
retirement and early retirement at the
employer’s initiative in a very detailed
and restrictive manner. Furthermore,
the abolition of a scheme allowing the
payment of unemployment benefit until
retirement age to unemployed people
aged 50-57 has made it more expensive
for companies to negotiate workforce
reduction plans. However, agreements
providing for early retirement under the
CATS scheme (see above) on the
grounds that the employee’s work has
been arduous are still possible. The
number of people taking the CATS
option is thus rising. 

The options for retirement at the
employee’s initiative are much more
varied. Retirement due to having
started work at an early age and its
equivalent for disabled workers, as well
as the early retirement scheme for
those who have worked with asbestos
require certain criteria to be met. When
these criteria are satisfied, actual
retirement depends on the employee’s

desire to leave. Moreover, the 2003 law
reduced the degree to which retirement
before full pension rights have been
accrued is penalised. It is thus now
possible for the employer to increase
the incentives for older workers to
leave. Several recent collective
agreements have thus seen retirement
compensation packages increase in
value, especially for those retiring
because of having started work at an
early age.

Lastly, certain exit methods have
increased in popularity among older
workers, such as sick leave, exit due to
invalidity and dismissal due to
incapacity for work. The Old-age
Insurance Fund for Wage Earners
(CNAVTS) has observed that the
proportion of employees in the ‘unfit
for work’ category at the moment their
pension becomes payable rose in 2002,
having previously been falling since the
early 1980s. The proportion now stands
at almost 16% of new pensioners
under 65. This development, which has
been noticeable over the past few
years, poses a problem both in terms of
the objective of keeping older workers
in the workforce, and of funding social
welfare. 

Concern 
In its second report presented to the
Prime Minister on 3 June 2004, the
Pensions Stewardship Council (COR)
expressed concern that no changes in
the practice of retaining older workers
in the workforce were in sight. It feels
that legal measures will be insufficient
to set in motion a complete reversal of
employers’ current practices. Strong
initiatives need to be taken on the
employment of older workers. The
Prime Minister stated that the
employment of older workers is one of
the government’s priority action areas,
and that he will make sure the social
partners are closely linked to the
initiatives taken in this field in the
future. 

Commentary 
For 55-64 year olds, the employment
rate rose by 5% between 2000 and
2002 to exceed 39%. However, this
increase is due almost exclusively to
structural effects. It does not yet mean
that there has been a genuine reversal
of the trend toward earlier exit for older
workers. Moreover, issues related to
incapacity for work and work-related
difficulties have become more serious
because of the reduction in early
retirement options. There is now a real
problem of former methods of early
retirement being substituted by those
linked to health/invalidity and disability.
(Annie Jolivet, IRES)

FR0406106F (Related records: FR0309103F, FR0102131F,
FR0312102N, FR0307105F, FR0201112F)

18 June 2004
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In April 2004, the National Trade
Union Bloc (BNS) invited Romania’s
other union confederations to start
talks over a possible merger and
announced that it is to set up a new
political party.

Prior to its congress in November 2003,
the National Trade Union Bloc (BNS) -
one of Romania’s main trade union
confederations - commissioned a survey
among its members. The aim was to
identify the most urgent problems that
call for union intervention, as well as
the best ways of promoting members’
interests. The opinion poll, conducted
by IRECSON, also investigated the way
that political parties are currently
perceived.

The final results were made public in
February 2004. The survey involved a
sample of 130,000 trade union
members, most of whom were 35-55
years of age (72%). Some 60% of the
interviewees were men. In terms of
educational level, 38.4% had
graduated from upper secondary
education, 26.4% had graduated from
a vocational school, 11.8% had a
university diploma and 10.5% had
graduated from another form of post-
secondary education, while only 12.9%
had 10 years of schooling or less.

As perceived by the members, the main
issues of concern which should be
tackled by trade unions are: the rise in
prices of food, electricity, heating and
natural gas (identified by 96.1%); the
high level of taxation (95.3%); the low
level of wages (95.1%); health services
(89.6%); the risk of job loss (88.6%);
increasing the retirement age (87.3%);
and working conditions (81.4%). As
regards the main forms of union action
to achieve their aims, the largest share
of respondents would prefer strikes
(80.7%), followed by public meetings
(79.4%) and demonstrations (74.5%).

Over 70% of BNS members consider
that none of the existing political
parties, either currently in power or in
opposition, properly represents their
interests. While 44% would not
encourage BNS to undertake political
activities, 39% would prefer a much
vigorous political involvement by BNS.
Of the latter share, 7.3 percentage
points are in favour of an agreement
with an existing political party, 8.6
points would support such an accord if
BNS were given its own seats in
parliament, and 23 points consider that
BNS should generate and coordinate a
distinct political organisation to
preserve the rights and interests of
union members and employees.

Extraordinary council 
After revealing the poll results, BNS
convened an extraordinary national
council meeting to decide on future
actions. The council was held on 15
April 2004 and addressed mainly the
strategic framework for strengthening
the BNS confederation. It decided that
BNS should focus more on attracting
workers from the private sector, the
informal economy, migrant workers and
those in ‘atypical’ types of employment.
Resuming tripartite consultations is high
on the BNS agenda in order to push for
the secondary legislation that is
essential in order fully to implement the
2003 Labour Code, and to seek a clear
timetable for increasing the minimum
wage. Demonstrations will be organised
to uphold union demands.

However, the most notable outcomes
of the council meeting were that, at a
press conference held on 19 April, BNS
invited the other union confederations
to initiate talks over a possible merger,
and announced a decision to establish a
new political party. BNS stated that the
need for such a political party had been
identified by 100,000 union members,
and that the initiative would follow the
examples of various political parties in
the EU successfully supported by
unions.

Reactions 
The press immediately sought the views
of the top leaderships of other trade
union confederations regarding the BNS
proposition (there are five union
confederations recognised as being
nationally representative).

Bearing in mind the failure of previous
attempts at unification, Bogdan Hossu,
the president of the Cartel Alfa
confederation, stated that ‘we would
also like to know what the standpoints
of affiliated federations are, and not
only those of the top leaders, who
declare something today and
something else tomorrow’. Cartel Alfa
proclaimed its general openness to
dialogue in view of a merger with BNS.
However, it underlined that it would
not be in favour of any political
partisanship and is thus unwilling to
engage in politics or to merge with the
National Confederation of Free Trade
Unions of Romania ‘Brotherhood’
(CNSLR FrÆ¶ia) which, in its view, may
be accused of being to close to the
ruling Social Democratic Party (PSD).

In its initial response to the proposal,
the Democratic Trade Union
Confederation of Romania (CSDR)
showed little enthusiasm and
questioned the likelihood of unification.

The merger plan received the warmest
welcome from CNSLR FrÆ¶ia, which in
1998 launched a similar proposal that
was rejected. This confederation
publicly expressed its hope that ‘this
time it would be more than just a
simple game for a good image and we
will really sit down to negotiate’.

Commentary 
Over 6-20 June 2004, local elections
were held across Romania. The media
noted that many local trade union
leaders, belonging to all the nationally
representative confederations, stood as
candidates in local elections, either
individually or on the lists of existing
political parties. Cartel Alfa allowed its
officials only to stand as individual
candidates and forbade any support
from political parties. Despite this, local
union leaders did not hesitate to ally
with parties or to engage in other kinds
of collaboration, and no general
tendency can be observed in respect to
their preference for either the ruling or
the opposition parties. This was also
true for BNS members.

The preliminary results of the local
elections indicate that the parties
currently without seats in parliament
registered only marginal successes,
regardless of lengthy and well
publicised efforts to gain mass support.
Therefore, it seems there is little room
for new political parties (such as that
mooted by BNS) in Romania at present
and the political ‘market’ is rather
closed.

The call for trade union merger and
consolidation is a different issue, and
may have some success. The differing
political orientation of the union
confederations, either christian
democrat or social democrat, might
create some obstacles. However, there
is a strong driving force towards
concentration in the sharp decline in
the number of employees over the last
decade, accompanied by a reduction in
union membership. However the
political uncertainty until the end of
2004, when general elections will be
held, will not make the path towards
unification any easier. (Diana Preda,
Institute of National Economy)

RO0406102F (Related records: RO0312101N,
RO0401107F, RO0406101F, RO0307101F)
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The Slovenian government and social
partners have signed a private sector
pay policy agreement covering 2004-
5.

On 28 April 2004, the government,
employers’ organisations and trade
unions concluded a tripartite
‘agreement on pay policy in the private
sector for the period 2004-5’. Such
multiannual agreements laying down
the common elements of pay policy
have been concluded in Slovenia since
1994, sometimes forming part of a
wider ‘social agreement’. The new
agreement states that over 2004 and
2005 every employer in the private
sector must take into account its
provisions regarding the payment of
wages to employees under the terms of
collective agreements. The main
provisions are as follows.

General 
The basic element of the pay policy –
based on the broader tripartite social
agreement for 2003-5 – is a
requirement that the real growth in
average gross pay per employee must
lag behind productivity growth by at
least one percentage point.

The pay policy agreement includes an
obligation on the government to
amend the Law on the Tax on Paid-Out
Pay – a special payroll tax paid by
employers on their employees’ wages –
as previously announced. These
changes include an increase in the
monthly pay threshold above which
employers have to pay this tax on their
employees’ wages.

The agreement governs the percentage
by which employers must increase their
employees’ gross wages paid on the
basis of collective agreements. The
absolute cash amount of the gross pay
rise for a given year is determined by
the specific sectoral collective
agreement, with all employees in the
sector receiving the same amount of
increase. The method of calculating this
amount takes into account the average
gross wage for normal work (excluding
Christmas bonuses and ‘13th-month’
payments) paid out on the basis of the
relevant sectoral agreement – in
December 2003 in the case of the 2004
rise and December 2004 in the case of
the 2005 rise – increased by the agreed
percentage rise for the year in question.

The percentage increase in gross pay
laid down in the new private sector pay
policy agreement takes into account the
forecast rise in consumer prices in
Slovenia (excluding alcohol and tobacco
products), the forecast rise in consumer

prices in selected EU Member States
and the forecast exchange rate
between the Slovenian tolar and the
euro. This new formula for calculating
pay increases is aimed at helping
Slovenia enter the EU’s Exchange Rate
Mechanism 2 at the end of 2004, and
subsequently introduce the euro. This
formula results in agreed increases of
3.2% in August 2004 and 2.7% in
August 2005.

If actual inflation in Slovenia (excluding
alcohol and tobacco) exceeds 3.6%
from December 2003 to December
2004 or 2.9% from December 2004 to
December 2005, gross pay will be
increased additionally by the excess, in
accordance with sectoral collective
agreements. 

Minimum rise 
The pay policy agreement provides for a
minimum cash increase for all workers.
The aim is to address rises in the cost of
living and reduce pay differentials. The
gross pay of all employees covered by a
collective agreement will thus be
increased each August by at least SIT
5,000 (EUR 20.9) per month in 2004
and SIT 5,100 (EUR 21.3) per month in
2005.

Sectoral adjustments 
In sectoral collective agreements, the
parties may, in addition to
implementing the pay rises outlined
above, agree on a different method of
pay adjustment within the framework
of the overall tripartite pay policy
agreement. They must also determine
how to take account in pay terms of
better financial results or productivity.
However, it must be borne in mind that
– as laid down in the 2003-5 social
agreement – the real growth in average
gross pay must lag behind productivity
growth by at least one percentage
point.

Special cases 
In companies in labour-intensive sectors
(eg textiles, leather and wood) where
payment in a single rise of the annual
increases laid down in the pay policy
agreements might endanger the
existence of a company or of jobs, the
annual increases can be paid in two
instalments, of which the second must
be paid by November. This method of
payment is possible only in companies
where there is an in-house agreement
with a union to this effect. The same
applies if an employer states that,
because of changed economic
circumstances, the payment of the

agreed increases would endanger the
existence of the company or of jobs.
Where an employer expects such
difficulties, it must inform the relevant
sectoral trade union and employers’
organisation about its intention to seek
a company-level agreement on staging
the pay increases in two instalments. It
must also give the representative union
in the company the evidence to back
up its proposal.

Other provisions 
The agreement sets minimum monthly
gross pay at SIT 117,500 (EUR 492)
from August 2004 and SIT 122,600
(EUR 513) from August 2005. 

The signatories commit themselves to
implementing the new pay policy
agreement strictly and in a concrete
way as an important contribution to the
achievement of social peace during its
period of validity. Any changes to the
accord will be made in an agreed way.

The signatories agree that the
government will propose legislation to
enact the contents of the new pay
policy agreement and submit it to
parliament for adoption, together with
the draft legislation amending the Law
on the Tax on Paid-Out Pay (see above).
The government will seek to have both
laws adopted by 30 June 2004 (in the
past, parliament has always adopted
laws enacting pay agreements).

The new agreement becomes valid
when it has been signed by: a majority
of employers’ organisations; a majority
of trade union organisations, or trade
union organisations which represent a
majority of employees in the private
sector; and the government.

Commentary 
The agreement has been signed on
behalf of the government by Dusan
Mramor, the Minister of Finance. On
the employers’ side, it has been signed
all four central organisations – both
compulsory-membership chambers and
voluntary-membership employers’
organisations. On the trade union side,
however, the only signatory is the
largest confederation, the Union of Free
Trade Unions of Slovenia (ZSSS). The
other, smaller union confederations
have not signed the agreement,
because they believe that it is not
advantageous enough to employees.
These unions are also not satisfied with
the provision that the agreement is
valid if signed by trade union
organisations that represent a majority
of employees in the private sector.
(Stefan Skledar, Institute of
Macroeconomic Analysis and
Development)

SI0405103F (Related records: SI0405101N, SI0307101F,
SI0206102F, SI0307101F, SI0404104F, SI0312102F,
SI0405102F, SI0207103F)
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2004-5
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A ground-breaking collective
agreement was signed in May 2004
at the SEAT motor manufacturing
plant in Martorell. The main
innovative features are a five-year
duration, the introduction of
autonomous work groups, the use of
‘hours pools’ to adapt working time
to changes in demand, and family-
friendly leave arrangements.

In May 2003, after a lengthy dispute, a
new collective agreement was
concluded at the Martorell plant of the
SEAT motor manufacturing company
(part of the German-based Volkswagen
group). On 16 April, workers at the
plant had gone on strike, in response to
a trade union call, to oppose company
proposals to reduce the hourly pay rate
and increase the flexibility of working
time. In response to the strike, SEAT
management presented a redundancy
procedure affecting 415 employees. An
intervention by the Minister for Labour
and Industry in the Catalonia regional
government helped to defuse the
situation and paved the way for a
return to bargaining. 

On 13 May, a ground-breaking
agreement was reached at the
company, signed by the Trade Union
Confederation of Workers’
Commissions (CC.OO) and the General
Workers’ Confederation (UGT). These
two unions presented the draft
agreement to a referendum among the
whole 15,000-strong workforce.
However, the third trade union
represented in the company, the
General Confederation of Labour
(CGT), rejected the deal. 

Main innovations 
The agreement contains two major
innovations: 

• it has a five-year duration, from May
2004 to May 2008 inclusive. This long
term follows a trend that has been
observed in recent years and aims to
offer a long period of stable industrial
relations to deal with the pressure of
competition within the framework of
globalisation. Commentators note that
agreements with such a long duration
may involve industrial conflict during
the bargaining stage because both
sides have a lot at stake; and

• the introduction of the system of
group work based on ‘management by
objectives’. Each group will have a
leader/coordinator who will act as its
leader and coordinator. The idea is that
many of the tensions and disputes
arising from work rates will be dealt
with internally by the group and its

leader. The leader/coordinator will
receive a bonus of EUR 44 per month,
or EUR 528 per year. The team will also
receive a variable bonus according to
the meeting of objectives, with a
guaranteed minimum of EUR 100 per
year for being willing to work in
groups. 

Pools of working hours 
The new agreement provides for the
establishment of ‘pools’ of working
hours (or working time accounts),
whereby employees may work up to
200 hours extra over a certain period,
which are then compensated by up to
240 hours of time off in periods of
lower demand. In other words, the
pools of hours allow working time to
adapt further to variations in the
production cycle. Extra hours worked
during the week from Monday to Friday
attract equivalent time off, but extra
hours worked on Saturdays and public
holidays also attract a monetary bonus.
Furthermore, when three shifts work in
rotation, a working time of six to 10
hours per day may be established
according to needs. 

Hours pools/accounts are one of the
most common types of flexibilisation of
working time in the motor
manufacturing sector. For example,
Mercedes Benz Spain also has a pool of
between plus five and minus 18 days,
which may be carried over over to the
following year. Furthermore, its
agreement provides for the possibility
of working 20 Saturdays per year and
breaking annual leave into sections,
though with a guarantee of three
consecutive weeks. At Renault, the pool
is between plus 25 days and minus 20
days, with work on 12 Saturdays per
year and a guarantee of 18 consecutive
days of leave. At Nissan, there are 10
working Saturdays per year, either
compensated by 1.5 days off each or
paid. At Iveco, a lorry manufacturer, the
collective agreement provides for
individual pools of 200 hours over the
four-year term of the agreement, but
with a maximum of 96 hours per year.
If an increase in production continues
for a period of more than six months,
part-time contracts at Iveco will be
converted into full-time contracts. On
the other hand, in periods of falling
demand and production, bonuses will
be cancelled for two years and 50% of
the working time not recovered will be
charged to the workers.

Pay provisions 
The new SEAT collective agreement
provides for wage moderation, with

pay increases at the level of the rise in
the retail prices index (RPI), plus
increases in productivity, as follows: in
2004 RPI + 0.5%; in 2005 RPI + 0.3%;
in 2006 RPI + 0.3%; in 2007 RPI +
0.3%; and in 2008 RPI + 0.3%. The
agreement. also introduces a
‘safeguard’ clause: if SEAT makes an
operating loss before taxes and
dividends during two consecutive years,
the flexibility and pay provisions must
be renegotiated in order to ensure
employment stability and the
competitiveness of the company.

Social issues 
The agreement also covers ‘social’
issues such as access to housing loans
of between EUR 3,000 and EUR 6,000
financed by VW Bank. This is regarded
as important because of the enormous
increase in the price of housing in Spain
and the serious burden that mortgages
represent for families.

With regard to reconciliation between
work and family life, the agreement
provides leave to attend the marriage
of in-laws on the same conditions as
already provided for blood relations,
and for leave for the birth of
grandchildren on the same conditions
as provided for the birth of children.
Leave is also granted to attend trials
and for parents of children with serious
disabilities. Common law couples will
also enjoy the various rights provided to
married couples. Time off for
breastfeeding may be accumulated in
the hours pool arrangements. 

Commentary 
The SEAT agreement includes
interesting new features and reflects a
process of modernisation, It may act as
a reference point for companies in
motor manufacturing and elsewhere.
The parties have managed to overcome
the conflictual stage of bargaining to
make a five-year commitment to stable
industrial relations in a sector with an
excess production capacity and
uncertain demand. Another new
feature is the introduction of work
groups that adjust the work according
to management by objectives. The
agreement also includes the idea of
‘flexicurity’, with clauses on preserving
employment security and
competitiveness in exchange for
flexibilisation of working time through
pools of hours that reduce labour costs
and production costs. Finally, the deal
reflects changes in the composition of
families and favours work-life balance.
(Antonio Martín Artiles, Grup QUIT-
UAB)

ES0406206F (Related records: ES0306202N,
ES0404205F, ES0302106F)

18 June 2004
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After joining the EU in May 2004, the
next challenge for the 10 new Member
States is joining Economic and
Monetary Union (EMU) and introducing
the euro. Most new Member States and
candidate countries have officially
announced that they are targeting EMU
membership between 2007 and 2011.
Meeting the ‘Maastricht criteria’ on
budget deficits and reducing inflation
and state indebtedness will require
major adjustments by most of these
countries – as it did in most ‘old’
Member States in the 1990s. In a
number of the latter – notably Italy,
Ireland, Finland, Belgium, Greece, Spain
and Portugal – ‘social pacts’ of various
kinds were concluded to meet the
Maastricht criteria. The central issue
was wage moderation, with
coordinated action by governments and
social partners to regulate real wage
increases by taking into consideration
productivity gains, nominal wages and
inflation. These pacts often also
targeted reform of pensions and other
areas of welfare, and sought to
flexibilise labour market regulations and
combat high unemployment. 

In contrast to the old Member States, in
most new Member States and
candidate countries wages have grown
rapidly in recent years, and inflation
and budget deficits have been higher
than in most euro-zone countries.
Moreover, in some of these countries,
high unemployment and/or low labour
market participation rates are a major
problem and an ageing population is
putting strain on pension systems. This
suggests that, to meet EMU’s
requirements, profound adjustments
are necessary in many cases, as in the
old EU in the early 1990s. 

The 10 new Member States and
candidate countries examined in this
supplement have open economies and,
except Poland, relatively small ones. All
already have exceptionally strong ties to
the EU economy, and European
economies have become highly
interdependent. The central European
and Baltic countries have achieved
significant economic restructuring over
the past decade, partly facilitated by
high inflows of foreign direct
investment. For all new Member States
and candidate countries, the major
trading partners are the old Member
States. Thus adopting the euro is seen
as the final phase of the new Member
States’ economic integration with the
EU.

Adopting the euro offers significant
economic benefits for future members.
Analysis suggests that, over the long
term, euro adoption could raise GDP by

an additional 20%-25% in most central
European and Baltic countries. While
some argue that delaying euro
adoption is beneficial for new Member
States, since it gives more time for
preparations, structural reforms and
other required economic adjustments,
others contend that the additional time
may only delay the necessary reforms
and adjustments. Delaying euro entry
may create more problems with
meeting the Maastricht convergence
criteria. Countries also have various
political and prestige reasons for joining
the euro early.

The new Member States have
committed themselves to joining the
euro area as soon as possible - it is not
possible for them to ‘opt out’ as some
old Member States have. New Member
States are expected to join the
Exchange Rate Mechanism 2 (ERM 2),
though not necessarily immediately
after EU accession. Before joining ERM
2, their exchange rate policies will be a
matter of ‘common concern’ and
should not be harmful to other
members or to the smooth functioning
of the single market. Under ERM 2 their
overall economic policies will also be of
common concern, which means
surveillance and coordination
procedures. In this phase, new Member
States should seek to meet the
Maastricht criteria, which should qualify
them for adopting the euro.

Bulgaria and Romania are still in
accession negotiations. Both countries
seem embarked on a sustained period
of growth, based on increasing
exposure to FDI and export-led growth.
Their recent economic policies have
substantially improved their situation,
underpinning their efforts to join the
EU. 

Cyprus, Malta, Estonia and Latvia plan
to join EMU around 2007. Slovenia is
also likely to join to the euro-zone fairly
early. The gap between the standard of
living and GDP per capita of Cyprus,
Malta and Slovenia and the EU 15 level
is relatively small compared with the
Baltic countries, where real
convergence with the EU remains a
daunting task. Slovakia, Poland and
Hungary seem likely to opt for joining
the euro-zone somewhat later, probably
not before 2009, in order to have time
to redress economic imbalances. In
these three countries, euro-zone
membership requires further structural
adjustment and important changes in
economic policies in line with the
Maastricht criteria. These preconditions
must be fulfilled in the context of the
necessity for a rapid development rate
well above the EU average to achieve

real convergence in GDP per capita,
productivity, welfare services and wage
levels. However, governmental policies
are exposed to tremendous pressure to
speed up the catching-up process. This
adds to the tension around the social
dimension of the eastern enlargement
of the euro-zone.

National-level tripartite social dialogue
is a key industrial relations institution in
all countries examined here. Some have
already attempted to settle some major
problems of transition through
comprehensive socio-economic
agreements between the government
and social partners. It is therefore likely
that some new Member States and
candidate countries will attempt
macroeconomic adjustments through
social pacts, as old Member States did
in the early 1990s. This comparative
supplement – based on contributions
from the EIRO national centres in eight
new Member States (Cyprus, Estonia,
Hungary, Latvia, Malta, Poland, Slovakia
and Slovenia) and two candidate
countries (Bulgaria and Romania) –
examines what role national-level
tripartite social pacts could play in euro-
zone accession in these countries, by:

• reviewing the institutional
arrangements for top-level social
dialogue and the state of social
partners;

• presenting the linkages between
national-level tripartite concertation and
wages/incomes policy; and

• discussing attempts already made to
conclude comprehensive agreements to
overcome the difficulties of the
harmonisation process.

This is an edited version of a full
comparative study available on the
EIROnline website (which contains
much additional material).

Tripartite institutions 
Institution-building
All the new Member States and
candidate countries have
institutionalised tripartite cooperation in
the form of fairly stable standing bodies
at national level – see table 1 on p.iii.
Tripartism has been a key principle of
industrial relations in Cyprus since
independence in the 1960s. In Malta,
national-level tripartite social dialogue
has been in place through the MCESD
since 1990. In all the former state
socialist countries, tripartite
concertation was institutionalised in the
wake of the democratic transition.
Hungary was the first to set up a
standing tripartite body in 1988, and all
other countries did so before the mid-
1990s, with these bodies acquiring a
legal foundation almost everywhere.

In most countries examined, the
national-level tripartite forum is not a
‘stand-alone’ body, but is assisted by
numerous technical and issue-specific

Tripartism and EMU in new EU Member
States and candidate countries



committees and other independent
bodies with tripartite representation.
This network enhances social partners’
ability to shape wider policy agendas. 

Tripartite bodies in some countries have
been reconfigured due to various
political and strategic considerations. In
Hungary, for example, a series of
reconfigurations has been connected to
rises and falls in the importance of
tripartite concertation. Economic and
political changes and shifts in the
power balance among the actors have
often altered the style and content of
social dialogue. As extreme cases,
tripartite concertation was suspended
temporarily in Hungary in 1995 and
Slovakia in 1997, when austerity
measures, cutting real wages, were
introduced. In Bulgaria and Latvia
tripartite concertation has been
experiencing difficulties recently. In
Slovakia, unions were dissatisfied with
the government’s fulfilment of the
national ‘general agreement’ for 2000
and refused to negotiate a new
agreement until the agreed objectives
were achieved. A new general
agreement has still not been signed. In
Poland, in-fighting among union
confederations with links to different
political parties has reportedly become
a persistent obstacle to meaningful
tripartite agreements 

In all countries, social dialogue’s
importance has ebbed and flowed,
shaped by political and economic
cycles. The evidence suggests that
governments and their relations with
the social partners play a key role in
influencing the agenda and quality of
discussion in tripartite bodies. However,
the building of institutionalised social
dialogue has remained unaffected,
demonstrating the resilience of
institutions. The experience gained by
participants in standing bodies over
more than a decade is important. The
culture of social dialogue and
negotiating skills have developed,
making it difficult to downgrade
tripartism. External pressure should also
be considered in explaining why
standing bodies have continued to
function despite changes in the parties’
willingness to cooperate. A good
illustration is Hungary, where criticism
by EU-level actors of the government
over social dialogue became part of the
domestic political debate and, arguably,
contributed to the government’s defeat
at the 2002 general elections. 

Social partners
In Latvia and Slovakia, the national-level
tripartite body includes representatives
of one social partner organisation on
the employee side and one on the
employer side, while in Bulgaria,
Cyprus, Estonia, Hungary, Malta,
Poland, Romania and Slovenia, both
sides are represented by multiple
organisations.

The social partners have generally
experienced a very difficult period in

the central European and Baltic
countries since 1989. Employers’
associations, which were fairly weakly
organised at the beginning of the
transition period, face problems in
recruiting and retaining members.
Some have failed to acquire a
significant industrial relations role and
instead have concentrated on services
and lobbying. Trade unions, which had
a significant presence in the early
1990s, have seen major membership
decline and their ability to mobilise
employees has been considerably
weakened almost universally.
Unionisation has declined especially
sharply in private manufacturing and
services, while public sector unions
have proved more resilient. Over the
past decade, a ‘downward
harmonisation’ has therefore taken
place in terms of the degree of
organisation of employers’ associations
and trade unions. At the same time,
the gulf between bipartite autonomous
regulation and tripartite social dialogue
has increased than rather narrowed,
despite various efforts in the central
European and Baltic countries. Due to
these countries’ state-centred
institutional legacy, the importance of
bipartite institutions is fairly low. A
further problem is the social partners’
relative lack of financial resources. 

Despite these problems, the
composition of social partner
representation on standing tripartite
bodies is fairly stable, even in countries
with pluralist interest representation.
However, linked to the changing
organisational presence of social
partners, attempts are sometimes made
to reconfigure representation at
national level based on various criteria
of representativeness. For instance, in
Bulgaria a procedure to validate the
representativeness of social partner
organisations took place in 2003, and
representativeness has been debated in
Hungary and Romania. However, the
highly politicised nature of participation
makes it very difficult to reconstitute
standing tripartite bodies. There are
examples of the inclusion of new
members, though this can be at least as
politicised (as recently among Polish
unions) as the exclusion of a member
based on representativeness thresholds.

Role of tripartism 
National-level tripartite bodies in the
countries examined typically handle
topical issues related to the economy
and society that concern the vital
interests of all three partners. Their role
is to discuss and give opinions on issues
on the agenda of negotiations with the
government, as well as on legislative
provisions concerning employment,
labour relations, working conditions
and key economic and social issues. In
many countries, the tripartite body
negotiates annually the national
minimum wage, the rate of tax-free
income and/or the index for pay

increases. These bodies’ role in wage
development is discussed in detail
below. However, it should be noted
that a wide range of other topics is
regularly discussed, indicating the far-
reaching entitlements of these forums.
Common examples of such issues
include: labour market/employment
policy, the state budget, economic
policy/development and social
security/insurance.

It seems that, through institutionalised
social dialogue, a form of ‘quasi-
bargaining’ has been incorporated into
the policy-making process in these
countries, and governments, in
exchange for some ‘social
compensation’, seek the support and
legitimisation of social partners,
especially trade unions, over measures
that hit certain groups hard. Unions can
use these forums to lessen the negative
impact of structural reforms and put
their own demands on the agenda. The
forums also provide room for
employers’ associations to promote
their own agendas concerning tax
reduction and flexibilisation. In general,
institutionalised national-level social
dialogue also provides social partners
with an essential legitimacy and helps
them to put on the political agenda
specific concerns in times of radical
political, economic and societal change.
In tripartite relations, the state is
arguably the most significant actor.
Extended social dialogue over various
issues not only enables quasi-bargaining
between the participants in tripartite
bodies, but also provides a forum for
governments to play a significant role in
creating and regulating the institutional
framework of industrial relations, and
to set the social dialogue agenda when
bipartite industrial relations, especially
in former state socialist countries, are
deficient. 

Incomes policy and other
macroeconomic issues 
A fundamental question in the new
Member States and candidate countries
is how far existing national-level
institutions are prepared to cope with
the socio-economic challenges
stemming from implementing the
Maastricht criteria. This section
examines tripartite forums in terms of
whether their current functioning and
relations with bipartite bargaining make
them capable of shaping wage
developments. Such a role would be
vital in joining the euro-zone, as in
most of these countries collective
bargaining is fairly decentralised,
sectoral bargaining is underdeveloped,
procedures for extending collective
agreements (to non-signatories) are
practically non-existent and individual
pay determination prevails in non-union
sectors. Moreover, articulation among
various bargaining levels is very low and
lower-level organisations often do not
observe pledges made at higher level. It
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seems that only Slovenia, Cyprus and
Slovakia have sectoral bargaining
mature enough to have a significant
impact on company-level wage setting. 

Minimum wage
Setting the national minimum wage is
the most widespread instrument in the
new Member States and candidate
countries for shaping wage policy – see
table 2 on p.v. All countries have a
minimum wage, except Cyprus -
though even here, statutory minimum
rates are set for six occupations. In all
other countries, social partners have a
say through tripartite bodies in the
legislative process setting the minimum
wage. A consensual decision-making
process leading to agreements
enshrined in laws or government
decrees is characteristic of Estonia,
Hungary and Slovenia. However, a lack
of consensus among social partners on
setting the minimum wage has led
governments to act unilaterally – as in
Slovakia and Hungary (2000-2) – or to
postpone an increase in the minimum
wage (as in Romania). The room for
government to set the minimum wage
is less constrained in those countries
where only discussion and consultation
is required. In this respect, Malta is
unique: pay indexation was introduced
by law in 1974, and the social partners
make a recommendation each year
when the retail prices index (RPI), the
basis for the indexation of employees’
earnings, is published.

The minimum wage is seen by all trade
unions and many governments in the
countries examined as an important
instrument in promoting social
inclusion, and especially for cushioning
the shock of transition in terms of rising
prices for basic goods, like food,
housing and energy. Therefore
maintaining and gradually increasing
the minimum wage is an important
social policy measure that takes into
account the ‘subsistence minimum’, in
particular in countries with relatively
low incomes (Bulgaria, Romania and
Latvia). In Hungary and Romania,
unions also see the minimum wage
increase as a means to achieve an
across-the-board wage rise. In many

countries, the minimum wage serves as
a basis for other (higher) wage tariffs
and sometimes for public sector pay
calculations. The minimum wage issue
is also intertwined with
competitiveness, and there is a trade-
off between the level of employment
and the minimum wage. Employer
organisations’ main objections to
raising the minimum wage relate to
competitiveness. 

In several central European countries -
notably Hungary - the minimum wage
has increased substantially in recent
years.

Annual wage increases
Although minimum wage legislation
has a considerable impact on overall
wage developments, by acting as a
reference point for wage scales or
through ‘spill-over’ effects, national-
level collective agreements or tripartite
agreements explicitly regulating annual
wage increases are relatively rare in the
countries considered – see table 3 on
p.vii. Even in countries where such
agreements are presumed to be part of
the regular functioning of national
tripartite forums (Bulgaria, Hungary,
Poland, Romania and Slovenia), the
political climate sometimes prevents the
parties from concluding such accords or
delays negotiations (as in Poland). In
Slovakia annual ‘general’ agreements
were signed between 1993 and 1996,
but have since practically ceased,
except in 2000. 

In the other countries, either tripartite
forums do not deal with this issue at all
– as in Cyprus, where wages are
automatically increased in line with a
‘cost of living allowance’ (ATA) – or only
national incomes policy in general
terms is on the consultative agenda (as
in Estonia, Latvia and Slovakia). In
Malta, wage increases have been
recently added to the responsibilities of
the MCESD. Like Cyprus, Malta has an
indexation-based wage increase
scheme. 

The legal status of the national
agreements concerned is usually that of
non-binding guidelines, and they

function as recommendations for lower-
level bargaining or indications for
company managers in cases of
unilateral wage-setting practice. A
notable exception is Romania’s national
intersectoral collective agreement,
which stipulates minimum rates for
each group of employees. 

The nature of the recommendations
varies from country to country. In
Hungary, the relevant tripartite
declaration specifies the minimum,
medium and maximum level of the
desired average wage increase in lower-
level wage setting, while Poland’s
annual tripartite agreement specifies an
upper limit. In Slovenia, private sector
industry-level collective agreements may
deviate from the national agreement in
both directions, via uneven distribution
of the pay increase among different
employee groups. Furthermore,
Slovenia’s national tripartite pay policy
agreement differs from its counterparts
in other countries as it has a two-year
term and a carefully formulated
indexation procedure.

In tripartite incomes policy negotiations,
government calls for moderation often
refer to external constraints. In Bulgaria
and Romania, the macroeconomic
policy framework is largely dependent
on agreements with international
monetary institutions on implementing
economic stabilisation policies and
structural reforms. In the new Member
States, accommodation to the EMU
system increasingly places limits on
wage increases. The need to comply
with the Maastricht criteria is raised
whenever escalation of wages brings
the threat of macroeconomic
imbalances and the government seeks
to curb inflation and the state budget
deficit through wage restraint, as in
Hungary and Slovakia recently. 

Nonetheless, governments do not
always act as ‘rational’ guardians of
macroeconomic stability, some
observers claim. In Hungary, over 2000-
3 governing parties pursued a ‘populist’
macroeconomic policy, which greatly
contributed to the country’s current
economic problems, according to
critics. However, overly rapid reform
measures to cut state spending without
listening to unions’ demands might
cause social unrest, as in Slovakia
recently. 

In their wage demands, trade unions in
the post-socialist countries often cite
the ‘social cost of transition’, claiming
that labour productivity has increased
substantially over the past decade while
real average pay has decreased.
However, it seems that only the
Hungarian unions are seeking explicitly
to increase wages as fast as possible to
close the gap with levels in the old EU.
In other countries, unions view
maintaining jobs and cutting
unemployment as the most pressing
problem, and their national-level wage
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Table 1. Main national tripartite forums

Bulgaria National Council for Tripartite Partnership (NCTP)

Cyprus Labour Advisory Body

Estonia Social and Economic Council

Hungary National Interest Reconciliation Council (OÉT)

Latvia National Tripartite Council (NTSP)

Malta Malta Council for Economic and Social Development (MCESD)

Poland Tripartite Commission for Social and Economic Affairs 

Romania Economic and Social Council (CES).

Slovakia Tripartite Economic and Social Concertation Council (RHSD)

Slovenia Economic and Social Council of Slovenia (ESSS)

Source: EIRO.



demands are thus linked to more
general labour market policy targets –
examples are Slovakia and Poland. In
Malta, with a shrinking manufacturing
sector and a loss of competitiveness,
unions seem increasingly ready to
negotiate changes in the wages system. 

Employers’ representatives generally call
for wage restraint and tax cuts for
business. In Estonia, Hungary, Malta
and Cyprus, employers are seeking
changes in order to maintain economic
competitiveness. In 2003 debates on
national minimum wage increases, the
Estonian Employers’ Confederation
argued that overly high rises risked
causing large-scale redundancies and
company bankruptcies. The Malta
Federation of Industry has called for
annual index-linked increases to be
given only to those on minimum
wages, with other workers’ wage
increases based on productivity. In
Cyprus, the Employers and Industrialists
Federation has sought to amend the
indexation scheme by taking into
account productivity levels, a move
opposed by trade unions. In general, at
the tripartite negotiation table
employers can block or hinder what
they regard as excessive trade union
demands – especially when they are
supported by current government
policies. Thus, in some countries, as
recently in Hungary and in Slovenia,
employers’ organisations have been key
actors in achieving pay moderation.

As with many social pacts in western
European countries, in the new
Member States and candidate
countries, national agreements
sometimes use simple formulas or
principles to identify the desirable rate
of wage increase, with reference to
inflation and/or GDP or productivity
growth - as in Cyprus, Malta, Poland
and Slovenia. In other cases (eg
Hungary and Romania), unions,
employers or the government have
proposed such formulas without them
being taken up.

Most tripartite agreements on wage
developments provide
recommendations or guidelines only,
and the extent to which they are
observed at lower levels varies. In
Bulgaria, multinational companies pay
wages far above those agreed
nationally. In Hungary, union
confederations do not have the
authority to control the bargaining
policy of their workplace-level
organisations, while companies tend to
accept higher wage demands in tight
local labour markets and state-owned
companies concede union demands to
increase wages beyond national
recommendations. In Poland, the wage
increase index set by the national
Tripartite Commission (or adopted by
the government) is often exceeded.
There are also examples of wage
developments lagging behind the
nationally agreed pace. In Slovakia, no

national agreements have been signed
since 2000 because unions believed
that government promises to increase
real wages had not been met. In
Romania, the effect of the most recent
national social agreements (2001-2)
was below some parties’ expectations.

To sum up the impact of national-level
private sector wage agreements on
actual pay developments in the
countries concerned, deviations from
the agreed increase are quite frequent
in both directions. This suggests that
weak lower-level implementation of
central-level recommendations is more
the rule than the exception, and this
might undermine the credibility of
national agreements. Even Slovenia, the
sole new Member State with all-
inclusive coverage of sectoral
agreements, is beginning to make this
bargaining system more flexible. 

Public sector wage-setting
Public sector wage-setting is of
paramount importance in new Member
States and candidate countries,
especially with a view to joining the
euro-zone, as this requires meeting the
Maastricht criteria on budget deficits
and inflation. Strict budget discipline
often leads to policies aiming to reform
public services and/or control public
sector wages more directly. On the
other hand, in the face of pressure
from unions and a deteriorating quality
of services, public service wage reforms
are also seeking to abolish the gap
between comparable public and private
sector jobs in Estonia, Hungary, Malta,
Slovakia and Slovenia. Furthermore,
reform efforts in healthcare and
education often include proposals for
privatisation and contracting-out, a
frequent source of conflicts in the post-
socialist countries. 

Public sector wage-setting mechanisms
vary greatly across the countries
examined. The most common approach
is determining wage scales and rates
through laws, government decrees or
ministerial ordinances, with the social
partners’ role limited to a degree of
participation in drafting the legislation.
In Poland the budget law sets annually
the number of jobs in the various sub-
branches of the public sector, and a
separate law defines various formulas
for determining actual pay rates.
However, the Tripartite Commission
negotiates on the proposed average
pay in the various sub-branches and on
minimum pay, and makes binding
decisions for the public sector. Similarly,
in Bulgaria, Hungary and Estonia, such
‘quasi-bargaining’ results in formal
agreements on annual pay rises or
long-term reform principles, while in
other countries the social partners’ role
is confined to consultation.

Unlike the tradition of the post-socialist
countries, free collective bargaining
between the government as employer
and public sector unions has long

applied in Cyprus and Malta. In
Slovenia, public sector unions take part
in the negotiation of national tripartite
social agreement as observers.
However, the 2002 agreement,
formulated as a part of a future social
pact, deals separately with pay in public
and private sectors. Through new laws
on the public services and public
administration, Slovakia introduced the
possibility of sectoral collective
agreements in these areas in 2002. 

In most countries examined, there is
more industrial action in the public
sector than the private. Generally,
public sector unions are stronger than
their private sector counterparts.

Linked negotiations
In the countries examined, national
tripartite negotiations on minimum
wages, annual wage developments and
public service pay are traditionally
linked to other issues, typically
politically-sensitive matters such as the
standard of living, welfare provisions,
the labour market situation and
economic competitiveness. 

Taxation often receives special attention
among macroeconomic issues on the
agenda of tripartite forums, in relation
to wage issues. In Estonia, Hungary,
Latvia, Poland, and Slovenia, minimum
wage negotiations include the issue of
freeing the income of low-paid
employees from taxation, while reforms
decreasing personal income tax rates
and increasing tax-deductible income
are discussed in Bulgaria, Estonia,
Hungary, Latvia, Slovakia and Poland.
The tax-free status of certain benefits –
eg meal vouchers in Bulgaria and
Hungary – is also a regular agenda
item. Tax cuts are also a general
employers’ claim, with the high level of
taxation of labour a common issue in
wage negotiations in Cyprus, Bulgaria,
Romania and Hungary. Employers often
demand a lightening of particular
aspects of their own tax burden – eg
elimination of the special tax on
vocational training expenses in Estonia
or corporate income tax in Poland.

Labour market policies are the second
major area of macroeconomic issues
negotiated along with wages. These are
often interlinked with budgetary and
taxation issues, as financing labour
market policy can not be separated
from other public spending and levies
on labour – eg in Estonia and Hungary.
In other countries, high unemployment
is a major trade union concern and
government policies in this field are
considered crucial (as in Poland and
Slovakia). Partly overlapping with labour
market policies, welfare transfers are
another frequent topic of tripartite
negotiations. Apart from provisions for
unemployed people, major reforms of
pension systems are the most
significant issues (as in Hungary, Malta,
Poland, Romania, Slovakia and
Slovenia), equally affecting public
financing and employees’ welfare.
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Among genuine macroeconomic issues,
inflation and consumer prices are the
main centre of social partners’
attention, as they directly affect real
wages. Unions sometimes ask
governments to exert price control,
especially on energy (eg in Bulgaria,
Hungary and Slovakia). Tripartite
consultations cover many other
macroeconomic features, from fiscal
policy to exchange rate policy. However,
these constitute ‘background talks’,
while wages, prices, taxation and
welfare are the main issues. They
constitute the key parameters for
incomes policy, on which the parties to
top-level negotiations might conclude
trade-offs. This long-standing feature of
tripartite negotiations in the acceding
and candidate countries may change,
with comprehensive social pacts
becoming a possibility on the eve of
joining EMU, as we explore below. 

Towards national pacts to meet
Maastricht criteria 
With regard to the possibility of social
pacts to help countries meet the
Maastricht EMU criteria, Bulgaria and
Romania are in a rather different
situation than the countries which have
already joined the EU. 

Bulgaria
In Bulgaria, a first attempt at a long-
term social pact was made in 1995, but
failed. In 1997 a ‘memorandum for
priority joint activities’ was signed by
the government and social partners.
Some of the objectives were fulfilled –
in terms of legislation and, partially,
privatisation policy – but planned
incomes policy measures were not
implemented. The government’s
incomes policy is to minimise central
intervention in income formation. So
far neither unions nor employers’
associations have clearly formulated
their position on EMU, but they would
support a ‘pact for stability and
growth’. The Confederation of
Independent Trade Unions in Bulgaria
wants a partnership to design a long-
term policy of wage growth linked to
employment promotion, while the
employers’ main concern is reducing
the tax burden. Nonetheless, at present
there are no promising signs of a long-
term agreement, given a lack of
political cooperation between the
parties. Although the government
proposed a short-term tripartite
agreement in 2002/3, negotiations
failed.

Romania
Romania has set 2007 as the target
date for joining the EU and 2009 for
EMU membership. Reducing the current
double-digit inflation is considered the
most difficult task in the near future.
The social partners support this goal in
general, and annual tripartite social
agreements have underpinned the
stabilisation programme. However, no
social pact has yet been envisaged to
regulate long-term wage policies.
Present circumstances hardly favour a
long-term deal, as former agreements
have not been implemented completely,
and consultations over the minimum
wage and a tripartite ‘social stability
pact’ for 2004 hit difficulties.

Cyprus
Cyprus is likely to join EMU around
2007. The government believes that
pay increases should reflect increased
productivity. So far no consultation has
taken place on wage increases in the
light of EMU. The International
Monetary Fund (IMF) has recommended
making the ATA wage-indexation
system less rigid. Employers’
organisations prefer the abolition of the
system. It is unclear how economic and
political conditions will develop in
future, but it seems that if the ATA is
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Table 2. Role of social partners in determination of national minimum wage 

Country Minimum wage Role of social partners Recent developments

Bulgaria Yes Discussion on government proposal. Government accepted trade unions’
proposal for taking subsistence minimum
as a reference point.

Cyprus No – Minimum wage exists for six occupations
only, but employers seek its abolition.

Estonia Yes Consensus needed, bipartite agreements In 2001, following intense negotiations 
on annual rise and long-term principles and general strike warning, agreement 
for increases, proposals debated among to increase minimum wage to 41% of 
member organisations. average wage by 2008. Minimum serves as

basis for scales in large companies.

Hungary Yes Tripartite agreement needed (in absence In 2001-2 major hikes (57% and 20%) 
of agreement, as in 2000-2, government initiated by government; tax-free 
may decide unilaterally). minimum wage since 2003; employers

objected to raises.

Latvia Yes Formal tripartite negotiations. Minimum wage very low compared with
subsistence minimum, government has
adopted plan to increase it.

Malta Yes Fixed by law, but social partners supervise Increased according to indexation 
the National Statistical Office calculating exercise.
basis for indexation.

Poland Yes Ministry ordinance, following tripartite –
negotiations. 

Romania Yes Government decision following tripartite 2002 social agreement stipulated 25% 
consultations, bipartite negotiations increase, no agreement in 2003.
launched for 2004.

Slovakia Yes Tripartite agreement, implemented by No agreement for 2002-3. Minimum 
parliament. In absence of agreement, wage serves as basis for wage tariffs in 
government may decide unilaterally. sectoral and company bargaining.

Slovenia Yes Bipartite agreement (1997) or tripartite Annual adjustment of starting rate equal 
accord on long-term principles (1999), to 85% of past inflation, with possibility 
both implemented by government. of further correction. Additional increase

depending on growth of GDP.

Source: EIRO.
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ever reformulated, this will require a
new ‘social pact-like’ agreement,
however and at whatever forum it is
concluded. 

Malta
Malta will apply for ERM 2 membership
in early 2005 and is expected to join
EMU in 2007. Until then, the
government will seek to redress
macroeconomic imbalances, reduce the
public deficit, control public debt and
inflation. The government’s main
challenges include reform of pensions
and healthcare. In wages policy, as in
Cyprus a key issue is whether to
maintain the COLA indexation scheme
based on inflation. Employers claim that
this mandatory annual wage increase
erodes economic competitiveness. In
2003, the government called for a
social pact with the social partners,
dealing with issues including a long-
term wage policy. Discussions over the
issue have occurred over the first half of
2004, with the actors taking various
positions, and at present it is difficult to
speculate about the possibilities of a
tripartite agreement on meeting the
EMU criteria. In the current economic
recession, unions and employers’
organisations also see a need for a
change in pay policy. The likely forum
for such a pact is the MCESD, which
has increasing weight in deciding over
major economic issues. In theory,
forming a new wage policy would
require a broader social pact, also
tackling pension and healthcare reform.

Estonia
The Estonian government plans to join
ERM 2 as early as 2004 and the euro-
zone in 2006-7. Estonia does not face
major problems in fulfilling the
Maastricht criteria. However, according
to the IMF, the high level of
unemployment requires concentrated
action to improve labour market
regulations, facilitate labour mobility
and increase investment in ‘human
capital’. Tripartite negotiations have
regularly taken place since 1992, and
agreements and consultations have
addressed various issues of social policy,
labour market policy, vocational
education etc. However, unions and
employers have opposing positions on
wage determination. For employers: the
minimum wage should be determined
by bipartite agreement, to ensure more
flexibility; minimum wage rises should
be related to increased labour
productivity; and the pay systems of
manufacturing enterprises exposed to
international competition should be
taken more into account. It has been
decided to discuss these matter with
the objective of resolving them by
2005. This initiative may question an
August 2001 bipartite union-employer
agreement, which set out the principles
for minimum wage determination until
2008. 

Latvia
Latvia plans to join ERM 2 in 2005 and
EMU in 2008. The Bank of Latvia has

elaborated a strategy for joining EMU,
submitted for discussion to the cabinet
but not to the tripartite NTSP. The
strategy seeks mainly a high level of
budgetary and monetary discipline, but
at present there are no plans to develop
special wage and incomes policies, and
only the minimum wage is set by the
NTSP. There seems to be consensus that
macroeconomic stability should be
maintained to meet the Maastricht
criteria. As in Estonia, past years have
seen moderate wage increases that
have not affected inflation and
macroeconomic stability. Although
unions base their wage demands on
calculations of workers’ welfare needs,
they also take into account inflation
and productivity increases, plus the
average pay increase in neighbouring
countries. Unions also argue that
Latvia’s wages and benefit levels are the
lowest among the new Member States.

Slovenia
Slovenia is likely to join to the euro-
zone fairly early, with its EMU strategy
developed as early as 1997. The social
partners participated in developing and
implementing this strategy and agreed
on the basic macroeconomic objectives.
Currently, the major task is to cut
inflation and maintain the budget
deficit at a sustainable level. In June
2002, a social pact-style agreement was
reached to revise wage policy for 2002-
4 in order to facilitate meeting the
inflation target. This formed part of a
proposed general social agreement for
2003-5, signed in April 2003. This was
the latest of a series of tripartite
incomes policy accords since 1994.
Both the pay policy agreement and
social agreement set the basic elements
of wage determination and indexation.

A new forward-looking formula for pay
adjustment has been used since 2001
to take into account the anticipated
inflation rate and growth in GDP.
Furthermore, the social partners and
government have agreed that in 2004
the pay adjustment will take into
account the exchange rate between the
euro and Slovenian tolar, the inflation
rate in selected EU Member States and
domestic consumer price trends. The
common goal of a 1% lower increase
in wages than in labour productivity
should thereby be reached. The 2003-5
social agreement also includes
important provisions on issues such as
employment, training, social dialogue,
equal opportunities and taxation,
sketching the overall direction for
economic and social development and
defining the tasks of signatories. This
social agreement, with its ambitious
objectives and comprehensive agenda,
matches the ‘social pacts’ reached in
old Member States with the aim of
coordinating the whole adjustment
process of joining the euro-zone.

Slovakia
In Slovakia, the government had
targeted joining EMU in 2007-8.
Currently the state budget debt and

inflation seem to be most problematic
of the Maastricht criteria. In its 2003
budget, the government cut public
expenditure and further cuts are
expected in 2004. Despite a moderate
wage increase for civil servants and
public employees, a limited healthcare
budget, cuts in social benefits and
reorganisation of the public
administration, the Finance Minister
announced recently that, given
macroeconomic problems, Slovakia
would probably postpone joining the
euro-zone until 2009. 

At present, a social pact to facilitate
joining EMU does not appear possible.
Since 2002, tripartite concertation has
twice been briefly suspended and no
new tripartite general agreement has
been signed. Trade unions have
objected to the government’s policies to
redress economic imbalances and
achieve the Maastricht thresholds.
Measures such as a new VAT system,
cuts in welfare and pensions reform
have decreased incomes in real terms.
Another area of conflict is the minimum
wage, with unions demanding higher
increases than the government thinks
appropriate. The differences have led
the government to change its policy
and adopt an automatic mechanism for
increasing the minimum wage,
planning that it will no longer to be
subject to tripartite negotiations. The
situation has deteriorated, with unions
initiating a referendum calling for an
early general election. This move puts
unions directly in the political arena,
and the government has criticised them
for acting as a political party. Currently,
the government intends to change the
rules for tripartite concertation. 

Poland
Of the countries analysed, Poland has
the longest tradition of concluding
national accords, dating back to 1980.
In March 2003, the government called
for negotiations within the Tripartite
Commission over a comprehensive pact
on stabilisation and development.
Following objections by the
Independent and Self-Governing Trade
Union Solidarity (NSZZ SolidarnoÊç),
fearing that a pact would provide
unwarranted legitimisation for the left
wing ‘post-communist’ government,
the term ‘pact’ was replaced with
‘agreement’ and negotiations
commenced on key social and
economic policy issues. The
government’s original objective was to
achieve consensus on increasing
freedom of operation for businesses,
overhauling public finances, reducing
the tax burden, setting principles for
privatisation, opening up some public
services to the market, and dealing with
public sector pay and general labour
law issues (including collective
bargaining and employment contracts).
Accord was reached on some issues,
but not the most significant ones, and
certainly falling short of the
government’s ambitious goals.
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Employers’ organisations and some
unions (though not NSZZ SolidarnoÊç)
reached partial agreement on minimum
wages, public sector pay increases and
cuts in business taxes, which was
accepted by the government.

The negotiations were further
complicated in October 2003, when the
government submitted a proposal for
overhauling public finances and new
healthcare reforms. Eventually, in
December, the Tripartite Commission
ended the talks. The government and
social partners accepted that an overall
agreement could not be concluded at
present, given the fundamental mistrust
between some negotiating parties.
Under present circumstances in Poland,
there is little pressure to increase
wages, with the exception of the
healthcare sector. The most pressing
problem is joblessness, and unions are
thus rather modest in their wage
demands 

Hungary
In Hungary, in early 2003 it became
clear to many that the government had
to act to redress economic imbalances.
However, commentators believe that
the government was afraid of the
political backlash of any restrictive
policy measures and highly ambiguous
over any policy shift. Seeking a solution,
at a March 2003 meeting of the

government’s ‘economic cabinet’,
attended by social partner
representatives, the Minister of Finance
proposed a medium-term social pact to
prepare the economy for EMU,
ensuring wage restraint by the unions
and helping to resolve macroeconomic
imbalances. The Ministry of Finance
prepared a draft pact, which warned
that continued wage raises well above
productivity increases would undermine
sustained economic growth. The
proposal promised price stability in
exchange for an incomes policy that
would ensure a wage increase in line
with the increase in productivity, but
1.0%-1.5% lower than projected GDP
growth. As further compensation, the
proposal outlined cuts in taxation and
social contributions. The Ministry began
informal negotiations with trade unions
to persuade them to accept a medium-
term economic policy that would in
practice cap further wage increases.

The social partners made hardly any
common points in the course of the
ensuing public debate. Businesses have
long demanded a cut in corporate
taxation and repeal of the flat-rate part
of employers’ health insurance
contributions. Employers rejected any
further increase in the minimum wage
and demanded staff cuts in public
administration and a reduction in

bureaucracy. Trade unions stressed that
the annual real wage increase should
be above GDP growth. After years of
politicians regularly offering higher
wage increases than had been
demanded, unions did not want to
lower their demands at the first
request. Informal negotiations with the
unions, held outside the OÉT tripartite
forum, broke down and this increased
pressure on the government to act
unilaterally. In July, the government
issued a draft proposal suggesting a
postponement of a tax reduction
scheme originally planned for 2004, as
well as other austerity measures.

Amidst heightened political debate, the
government drew up proposals on the
introduction of the euro from 2008 and
on the accompanying mid-term
economic programme for 2003-6. The
proposals, discussed in the OÉT,
included a plan for the reduction of the
budget deficit and inflation before
2006. The unions stated that the
competitiveness of the economy should
not be based on low wages and
insisted that pay should be increased in
line with economic development. They
also called for a government
employment-creation programme.
Employers’ major concern was reducing
their tax burden and cutting the state
administration. Despite their critical
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Table 3. Annual wage developments as an issue in national tripartite
negotiations 

Country Role of social partners Outcome of negotiations/recent developments

Bulgaria 1997-8 – successful national dialogue; No agreement since 2002.
1999 onward – some negotiations.

Cyprus Not an issue at tripartite level. –

Estonia Not an issue, but incomes policy discussed. Government has promised to lower personal income tax
and increase tax-free income.

Hungary Annual tripartite recommendations for lower-level –
bargaining.

Latvia Not high on agenda of tripartite forum. In general, forum supports idea that wages should be
increased, due to low level of income.

Malta 1990 formal agreement on Cost of Living –
Allowance (COLA) indexation scheme, implemented 
by government. Annual level of indexation agreed/
supervised by the social partners.

Poland Tripartite subcommittee agreement on annual wage Increase of 3.2% agreed for 2004, with instalments 
increase, serving as recommendation for ceiling paid in each quarter.
on raises.

Romania Bipartite national collective agreement sets the High degree of variation across sectors and 
minima for each pay bracket, plus wage indexation companies, indexation measures are non-mandatory 
by government decision. in private sector.

Slovakia Not on agenda of tripartite forum. Government promised measures to increase real wage in
general agreement for 2000.

Slovenia In 2002, new tripartite pay policy agreements were For 2002-3 – agreed basic pay adjustment increases 
concluded for 2002-4, dealing separately with private in four instalments, principles for pay related to 
and public sectors. These formed part of a general company performance, pay of employees with 
social agreement covering 2003-5. In the private individual contracts and method of monitoring pay 
sector, sectoral collective agreements may stipulate developments. For 2004 – new principles for long-
distribution of overall pay increase among employees. term incomes policy, including increase in tax-free wage

to level of minimum wage by 2007.

Source: EIRO.
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comments, in general the social
partners seemed to accept the
government’s proposal. 

Against a background of growing
political pressure, in early autumn 2003
the government announced the
implementation of the measures
proposed to redress economic
imbalances. Instead of decreasing
personal income tax, the government

adopted an increase in VAT. During the
autumn and winter of 2003, prices for
several public utilities were raised and
the inflation rate grew by 2%. The
government ordered a 10% staff cut in
public administration, affecting 7,000
people. Eventually, in January 2004 the
Prime Minister announced that the
‘appropriate time’ to join the euro-zone
should be reconsidered in the context
of the new economic policy, and this

would most probably be later than the
planned 2008. Due to the new
economic policy priorities to redress
imbalances, tensions between unions
and the government increased
perceptibly, and the chances of
revitalising negotiations on a
comprehensive social pact seem fairly
restricted.
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Commentary
Social dialogue played a central role in the EMU convergence process in many of the 15 ‘old’ Member States. In seven of these
countries, national social pacts between the social partners and the state were concluded over EMU convergence. Given that well-
developed national-level tripartite institutions exist in all new Member States and candidate countries, it may be assumed that they
will probably rely on these instruments in their forthcoming convergence process.

National-level tripartite social dialogue is a key industrial relations institution in the new Member States and candidate countries.
However, reviewing the current development of the tripartite institutions and the practices concerning macroeconomic issues in
general, and wage development in particular, problems can be identified in the quality of the agreements signed, in terms of both
their contents and enforcement. As with many old Member States, wage moderation would be a key element in the expected social
pacts on joining the euro-zone. As a rule, in the new Member States and candidate countries national wage agreements are either
confined to determining the minimum wage/tax-free income of low-wage workers, or, where the parties negotiate on the annual
wage increase, they issue recommendations only, and the application of central agreements is rather weak. This ineffectiveness of
agreements results from the institutional weakness of the industrial relations system, as in most of the countries sectoral bargaining
is underdeveloped and bargaining coverage is low. In a decentralised bargaining system it is difficult to enforce central agreements
at company level, as neither company management nor local unions are obliged to observe the central recommendations. In a few
countries, even the government as the employer in the public sector breaches central agreements.

As for governments’ intentions, there are no uniform patterns. While a few have recognised the importance of social partners’
support for their macroeconomic policy, in a number of countries governments do not see a need for this kind of legitimisation.
Linked with political turns and twists, or experiences of previous ‘social pacts’, these governments are not in favour of seeking
consensus with the social partners. The politicisation of their relationship with trade unions often hinders attempts to reach social
pacts. Moreover, where unions are weak, it is questionable whether comprehensive agreements with the social partners can provide
the government with the necessary support. In theory, consensus-based policy-making could be developed by circumventing the
social partners, but the highly competitive political party system in many countries does not provide an appropriate framework for
seeking national consensus on strategic macroeconomic issues.

So far, a social pact to facilitate meeting the macroeconomic criteria for EMU has been concluded only in Slovenia. Among the
countries that can easily meet these criteria, Cyprus and Malta might reach a social pact-style agreement to amend their traditional
wage-indexation systems, if revision proves necessary and the social partners opt for such a solution. In many new Member States
and candidate countries, notably in the Baltic countries, the ongoing practice of regular tripartite social dialogue seems to provide
an institutionalised forum for continuous dialogue over key economic and social problems. There thus does not seem to be an
enormous need for a separate social pact, as regular and continuous social dialogue and trust-based relationships between the
parties provide the necessary instruments for compromises over step-by-step measures during the harmonisation period.

In the central European countries, which are most in need of a social pact over reform measures because of their current
macroeconomic imbalances, the lack of political consensus over strategic issues and/or the general political situation makes it
unlikely that comprehensive national tripartite accords on EMU adjustment will be concluded. In Slovakia, the current right-wing
government and the left-wing oriented unions are pitted against each other due to their strategically different aims. The
government’s radical reforms of economic policy and workplace-level industrial relations have further widened the cleavage in recent
years, and it is unlikely that the two sides can return to seeking compromises soon. In Poland, in-fighting among politically divided
union confederations seems effectively to be blocking the possibility of a nationwide agreement over reform measures. In neither
Poland nor Slovakia is wage development as such the main issue – unions have adopted a rather moderate position on pay, and
their main concerns are to combat high unemployment and to maintain or improve welfare services. In Hungary, during the years of
populist-style economic policies pursued by consecutive governments between 2000 and 2003, unions adopted a strategy of rapid
wage approximation to the EU level, which seems at odds with the Maastricht criteria of low inflation and a balanced budget. Thus,
although there is no major political division between the current Hungarian government and the major unions, as there is in
Slovakia or Poland, the contradiction between the unions’ expectations and the constraints on the government seems to create an
unbridgeable divide.

Recent Slovakian experience shows that it is very difficult to strike a balance between necessary reforms and people’s welfare
expectations. Arguably, an effective social dialogue and a more equal distribution of sacrifices might have helped to avoid some of
the tensions in this country. It remains to be seen whether the major actors will be able to realise closer cooperation and negotiate
in good faith.

Poland and Hungary are facing different problems; in the context of a highly competitive political party system, governing parties
appear to lack the necessary firmness to carry out widely recommended reform measures. To some extent, the political situation of
relatively weak governments facing daunting economic tasks bears similarities to the Italian and Spanish experiences in the 1990s
and the 1970s respectively. In these countries, governments needed compromises with the social partners and initiated social pacts
to acquire wider legitimacy for their economic policies intended to restore the macroeconomic balance. However, in many new
Member States and candidate countries, unions – due to their political ties and/or heightened expectations – do not seem to be
likely partners in such social pacts. This level of analysis does not allow an investigation of whether the governments have offered a
compromise acceptable enough to the social partners to facilitate the conclusion of social pacts. Nonetheless, it seems that all sides
need to be able to overcome their tactical interests and to embrace wider societal goals, in the style of the earlier Italian and
Spanish social pacts. (András Tóth and László Neumann, Institute of Political Science, Hungarian Academy of Science)


