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Since 1992:  
Wage moderation 
 
 
 
 
… but where is 
demand coming from?  
 
 
 
 
 
 
                                                                           R Erne (2008) European Unions, Ithaca (NY), p. 58 



↗  Demand 

     ↗  Investment ↗  Wages 

↗  Productivity 

Vicious spiral of neo-liberal capitalism 

Privatised Keynesianism  
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Origins of the Euro crisis 

 

 
 

  

 

 

 

 
The solution to the lack of demand 
(privatised Keynesianism) led to the …  
 
2008 crisis & polarisation of EU economy 
 
2011: Need of European Coordination - 
European Economic Governance 

 



Political consequences of the crisis  

 

 
 

  

 

 

 

 

 

 
2000  ETUC Inflation & productivity wage bargaining 

benchmark against a race to the bottom  

 
2011 EU’s new Economic Governance 

against “economic imbalances” 

 



The 6-pack on economic governance  

as published on 23 November 2011 

Revised Regulations 
1) On surveillance of ... states budgetary & economic policies 

2) On excessive deficit procedure 

 

New Regulations  
3) On the enforcement of budgetary surveillance in the euro area 

4) On the prevention & correction of macroeconomic imbalances 

5) On enforcement measures to correct excessive 

macroeconomic imbalances in the euro area 

 

6) Directive on requirements for ... states' budgetary frameworks 

 

  

 

 



What are “macroeconomic imbalances” ?  
Article 2 of the Regulation “on the prevention and correction of macroeconomic imbalances”  

“imbalances” mean any trend giving rise to 

macroeconomic developments  

 which are adversely affecting, or have the 

potential adversely to affect,  

 the proper functioning of the economy of a 

Member State or of economic and monetary 

union, or of the Union as a whole;  

“excessive imbalances” mean severe imbalances ... 



European economic governance  

Major points 
 

Based on Article 121.6 TFEU fiscal & macroeconomic 

policies shall be subject “multilateral surveillance procedures” 

New stability & growth pact (3% & 60% debt target) 

New “excessive imbalance position” procedures 

New sanctions (fine: 0.2 or 0.1 % of GDP p.a.)  

Sanctions apply semi-automatically (Veto rights of the 

council subject to “reversed QMV” within 10 days) 

 

 

 



How to avoid imbalances? 

 

 

 

 

 

Scoreboard of quantitative indicators 

 

In-depth-review 

Country Specific Recommendations  

Corrective action plan 

 

Fines for non-compliance 

 
 

 

 



 
 
 
 
 
 
  
 

Macroeconomic Imbalance Procedure  
MIP Scoreboard 

 
High wage increase aren’t the problem   

 
 

MIP Scoreboard includes a  
EU wage development benchmark   

 
% change (3 years) in nominal unit labour cost  

(ratio of nominal compensation per employee to real GDP per employee) 
 

Thresholds  Eurozone  +9 %  Non-Eurozone  +12 %  
 



 
Eurozone wage increase limit +9% ULC over 3yrs 
No country is over the limit 
Irish figure is far below it (2009-12):  -10.4%     
 

MIP Scoreboard 2012 



 
Eurozone wage increase limit +9% ULC over 3yrs 
No EU 15 country is above it  
Irish figure is far below it (2014-16) -20.5%     

MIP Scoreboard 2016 



 
 
 
 
 
 
  
 

Macroeconomic Imbalance Procedure 

Country Specific Recommendations: 

 

Coll. bargaining & labour law is a problem   

 

 

 



 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

EU Economic Governance and 

Collective Wage Bargaining   

 

 

 

 

Trade Union Reactions 

 



 

 

 

 

Formally No: 

 

“The application of this [Macro Economic Imbalance]  

Regulation shall fully observe Article 152 TFEU, and 

the recommendations issued under this Regulation 

shall respect national practices and institutions for 

wage formation. ...” 

 

Art. 2  

 
 

 

 

 

 

 

 

The EU’s new governance regime a 

threat to collective wage bargaining? 

 



 

 

 

EU’s new governance regime a 

threat to collective bargaining? 
 

 

 

 

However ....  “policy-makers can affect wage setting 

processes via a number of ways, including the 

provision of information or wage rules, changes to 

wage-indexation rules and the signalling role played by 

public sector wages. In addition, reforms of labour 

markets should also contribute to make wage setting 

processes more efficient (European Commission 2010, 

15).” see http://researchrepository.ucd.ie/handle/10197/4164   

 
 

 
 

 

 

 

 

 

 

http://researchrepository.ucd.ie/handle/10197/4164


 

Trade Union Responses 
 

 
National Reactions 

Accepting “competitive devaluation” vs. national general strikes 

Campaigning for political change?  At what level?     

Regaining grounds (IG Metall, Verdi, CB 2018 rounds)     

 
Transnational Reactions 

ETUC European Strike: 15 November 2012.  

European Citizens‘ Initiative (www.right2water.eu)         

ETUC «Europe needs a pay rise» https://payrise.eu/ 

 
 

 

 

 

 

 

 

http://www.right2water.eu/


 

 

 

 

 

 
 
 

 

 

 

 

 

 

Conclusion 

and unions that coordinate bargaining policies 

 

EU ULC benchmark of +9% over 3 yrs. A target?  
    


