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1. Wages and the Euro Crisis -

Mainstream explanations and policy conclusions VNSl

Explanation:
= Crisis Is a crisis of competitiveness

= Wages are the main variable for
competitiveness

Policy conclusion:

=) Structural reforms at the labour market
and in the wage-setting systems

= Increase downward flexibility of wages
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Mario Draghi at the Euro Summit _
14 March 2013 WSl =

The competitiveness problem

Wage and productivity developments
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Mario Draghi at the Euro Summit

14 March 2013

Wage and productivity developments
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Wages and the Euro Crisis —
Policy conclusions:

“Employment friendly reforms”

=

=

reform the bargaining system in a less
centralized way

Introducing/extending the possibility
to derogate from higher level
agreements

removing/limiting the
“favourability principle”

decrease extension of collective
agreements

decrease bargaining coverage

overall reduction in the wage setting
power of trade unions.
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2. Collectively agreed wages and -
wage drift since 2000 WS -

Wage developments in the Euro area:

< Stagnation of real wages
< Real wage developments behind productivity growth
< Slightly positive wage drift

Wage developments in different EU countries

< Only moderate wage developments in real terms

< Real wage developments behind productivity growth
(with the exception of Italy)

@ positive wage drift (moderate or significant)
strong negative wage drift in Germany
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Collectively agreed wages: Euro area
2000- 2012, in % to the previous year
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Collectively agreed wages and

labour productivity in the Euro area
2000 - 2012, in % to the previous year
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Collectively agreed wages and labour -
productivity in the Euro area 2000 =100 \WSla=
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Wage drift in the Euro area
2000 =100
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Mario Draghi at the Euro Summit

14 March 2013

Wage and productivity developments
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Collectively agreed real wages and

labour productivity 2000 = 100
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Collectively agreed real wages and -
labour productivity (2001-2010, 2000 = 100) |[VWS|a=
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Wage drift 2001-2010
In percentage points
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Reasons for the wage drift %

Difference between increase
In collectively agreed and effective wages

2Business cycle: labour market conditions
<Working time: overtime, short-time work

<Composition effects:
Structure of employment (part time, composition
of pay grades)

<lInstitutional factors: Bargaining coverage,
Levels of agreements, derogation clauses
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Actual real wages and labour -
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3. Wages and the Euro Crisis -

Alternative explanations and policy conclusions | VWS me

Explanation:

< Wages are not the main reason for lack
competitiveness or economic imbalances in Europe

< Real wage developments lagging behind
productivity growth dampen domestic demand and a
produce deflationary spiral of downward wages
competition

< Current EU policy of austerity and structural
reforms accelerate deflationary wage competition
and promotes economic stagnation
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Real wage development in the EU
after the crisis 2010-2013 in % WS w-

25.0 1
20.1
20.0 -
15.0 -

10.0 -

4.8
5.0 1 28 28

1.1 09 0.8 05
0.0

-0.8-0.8_12 1618
-5.0 -

28313239 40.4.0-41
-10.0
15.0 -
-20.0

250 - -22.9

-30.0 -
BG LV SE DE PL FR FI CZ BE LT SK AT DK EE NL LU IT UK MT SI IE PT ES RO CY HU EL

Hans Bockler
Dr. Thorsten Schulten 20 06 2013 Stiftung mm



3. Wages and the Euro Crisis WS
Alternative Agenda for European Wage Policy

International Labour Organisation (ILO)

< Collective bargaining as a core instrument for
economic, industrial, employment and social policy

< Strengthening of collective bargaining

at all levels 9w European Regional
I\/leeting_
@ strengthening of mechanism to extend sectoral o, Growt an

agreements and to increase bargaining coverage ,

@ strengthening of minimum wages f/.\
which should guarantee decent wage levels v
< promoting not wage competition

but (real) wage developments in
line with productivity
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