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Chapter 5
Similarities and diversity in the development of 
wages and collective bargaining in central and 
eastern European countries – a comparison of 
Hungary, Slovakia and the Czech Republic

Szilvia Borbély and László Neumann

1. Introduction1

Besides a common historical background, the three countries examined 
in this chapter have strikingly similar economies (small, landlocked, 
export-oriented countries, relying heavily on manufacturing dominated 
by multinational companies) and thus they are, to some extent, competi-
tors in export markets and for foreign investment. All three economies 
are highly vulnerable: they are characterised by low diversifi cation, a 
small domestic market and dependence on a few export-oriented indus-
tries (for example, Slovakia depends on the car industry). Their labour 
market systems are characterised by income policies – the particularly 
focus of this chapter – that have to fi nd a sustainable balance between 
the population’s social needs and producer competitiveness, although 
labour policy is strongly infl uenced by the ideological standpoint and 
political manoeuvring of whichever government happens to be in power. 
We argue that the role of wage bargaining in the past fi ve years has been 
infl uenced not only by the economic crisis and recovery, but also sig-
nifi cantly by government policies, even if their facilitating or constrain-
ing role changes over time and across countries. Beyond government 
policies on collective bargaining, state intervention in income policies 
and wage determination takes various forms, from setting the minimum 
wage to redistribution through taxation, whose importance also varies. 
(Unfortunately, due to limited space, we cannot deal with the unilateral 
wage setting that characterises the public sector).

Although they all are far from being ‘developmental states’ (Johnson 
1982), policies endorsing economic development and competitiveness 

1. We owe special thanks to Marta Kahancova for her highly valued comments and suggestions.
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often outweigh social and foreign policy considerations. As to the latter, 
at the time of writing (September 2014), a clear example of overriding 
economic interests is the current outlier position of these three countries 
concerning EU sanctions against Russia. When EU leaders negotiated 
a round of sanctions with the outright support of Poland and the Baltic 
states, the Czech, Slovak and Hungarian governments focused on shield-
ing their economies from the impact of trade restrictions.2 More gener-
ally this is an outcome of the policy of ‘selective economic nationalism’ 
(Tóth 2014) which is most prevalent in Hungary, although its elements 
sometimes emerge in competitor countries in the region as well. Such 
opportunistic behaviour and other palpable differences in political pri-
orities in comparison with the established western European democra-
cies stem not only from the still immature democratic institutions, but 
also from post-socialist legacies that continue to shape how politicians 
perceive their countries’ interests. This chapter does not deal with for-
eign policy in detail but this example is one instance of divergence from 
the EU mainstream and of commonalities among the three countries in-
vestigated. 

The chapter is organised as follows. Section 2 assesses wage develop-
ment in the macroeconomic context, embracing the development of la-
bour cost determinants following the crisis. It also deals with the social 
context, social inclusion and risk of poverty. Section 3 focuses on the 
institutional approach to wage bargaining, namely the legal background 
and collective bargaining structures and coverage. Section 4 deals with 
‘collectively agreed wages’, from both the methodological perspective 
and the point of view of bargaining outcomes, presenting the main avail-
able data. Based on our analysis the concluding section tries to answer 
the question of whether a special economic development model for cen-
tral and eastern European region can be identifi ed. It also highlights the 
diversities and similarities we identifi ed in the region and what role a 
collective system of wage formation plays in this regard. 

2. See: http://washpost.bloomberg.com/Story?docId=1376-NAZBDN6KLVRJ01-545LCK-
V041C6SRS34NG8V1J6D8 , http://www.bloombergview.com/articles/2014-08-15/eastern-
europe-don-t-sanction-putin 
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2. Wage development in a macroeconomic context

2.1 Economic, and social policy context

The Czech Republic, Hungary and Slovakia have a similar historical and 
political background. In 1989 Czechoslovakia and Hungary returned 
to liberal democracy. On 1 January 1993 Czechoslovakia split into the 
Czech Republic and Slovakia. In the 1990s all three countries underwent 
economic reforms and privatisation to create a market economy. All of 
them are small countries: the Czech Republic has a population of 10.5 
million, Hungary 9.9 million and Slovakia 5.4 million according to Eu-
rostat most recent population data. 

Similar level of development

Looking at GDP per capita (in PPS, EU27=100), in 2008–2013 GDP per 
capita in PPS was highest in the Czech Republic and lowest in Hungary. 
The GDP per capita of all three countries is well below the EU28 aver-
age: in 2008, it was 19 per cent below in the Czech Republic, 28 per cent 
below in Slovakia and 36 per cent below in Hungary. This gap has not 
changed substantially during the crisis and recovery; in 2013, the fi gures 

Figure 1 GDP per capita (PPS)
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were 20 per cent in the Czech Republic, 24 per cent in Slovakia and 33 
per cent in Hungary. 

Referring to the Europe 2020 Index3 on terms of competitiveness Hun-
gary occupies twenty-fi fth place in the 2014 EU28 ranking, followed 
only by Greece, Romania and Bulgaria. Slovakia is in twenty-third place. 
Czech Republic is the best performing country of the three (eighteenth 
place), although it fell back two places compared with its 2012 ranking 
(World Economic Forum 2014: 12).

Labour productivity, measured by unit labour costs – a major compo-
nent of competitiveness in countries relying on export-oriented manu-
facturing – also refl ects the relative lagging behind of the three countries 
with regard to the EU28 average and it did not change in 2008–2013. 

3. The Europe 2020 Index is composed of seven pillars: enterprise environment, digital 
agenda, innovative Europe, education and training, labour market and employment, social 
inclusion and environmental sustainability. Each pillar has the same weight (1/7) in the 
overall Europe 2020 Competitiveness Index score.

Figure 2 Labour productivity per hour worked (euro/hours)  

Note: Calculated as real output per unit of labour input which is measured by the total number of 
hours worked. 
Source: Eurostat.
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In 2008 and also in 2013 labour productivity per hour worked in the 
EU28 was 2.8 times higher than in Hungary and 2.4 times more than 
in Czech Republic. Compared with Slovakia the EU28 average was 2.6 
times higher in 2008 and ‘only’ 2.4 times higher in 2013. 

Similar growth dynamics

As the crisis unfolded, in 2009 real GDP decreased substantially in all 
three countries. Later on, as the recovery set in, Hungary in 2012 and 
the Czech Republic in 2012–2013 stagnated or fell further back behind. 
It is noteworthy that Slovakia outperformed the other two countries and 
also the EU28 average: its real GDP growth was 4.4 per cent in 2010 
and 3 per cent in 2011. However, later on, Slovakian real GDP growth 
also slowed down. Taking into consideration the period as a whole, Hun-
gary’s economic growth has been lowest, not least because of the wors-
ening business environment due to government measures restraining 
investors and imposing special corporate taxation, in particular on mul-
tinational companies in the fi nancial, retail and telecom sectors.4 

4. See: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=
en&pcode=tec00115

Figure 3 Real GDP growth rate (percentage change on previous year)  
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Importance of labour costs and their determinants

Their comparative advantage has been relatively low labour costs and 
qualifi ed labour. In 2013, average hourly labour costs5 were 23.7 euros 
in the EU28 as a whole and 28.2 euros in the euro zone (EU18) (Eurostat 
News release 49/2014).

Between 2008 and 2013 average hourly labour costs in Hungary and 
Slovakia were around one-third of those in the EU28 and half in the 
Czech Republic. 

Hungarian hourly labour costs in euros seem to have stagnated or even 
decreased between 2008 and 2013. In 2013, Hungarian hourly labour 
costs were only slightly more than one-quarter of average labour costs 
in the euro zone. This is the result of the depreciation of the national 
currency during this time (in 2008, 1 euro was worth 251.51 HUF, while 

5. Labour costs in the whole economy, excluding agriculture and public administration.

Figure 4 Hourly labour costs in the whole economy (excluding agriculture and 
public administration), 2008–2013 (euros) 
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in 2013 it was 296.87 HUF). This means that calculated in Hungarian 
forints hourly labour costs increased (by around 12 per cent). In more 
detail, private sector wage costs exceeded public sector wage costs not 
least as a result of the long wage freeze on public sector employees.

In 2008 Slovakia had the biggest hourly labour cost gap with the euro 
zone, at 28 per cent. While the relative gap in wage costs between the 
euro zone and Hungary widened from 2008 to 2013, Hungarian labour 
costs became relatively cheaper, while the labour cost gap decreased 
somewhat between the euro zone and Slovakia and the Czech Repub-
lic. In both the Czech Republic and Slovakia the trend of hourly labour 
costs showed an increase of 12.4 per cent and 17 per cent, respectively, 
which is higher than the increase experienced in the EU28 and the euro 
zone, meaning that some progress had been made towards labour cost 
harmonisation. 

Figure 5 Hourly labour costs in the private and public sectors, Hungary (euros) 

Source: Eurostat.
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2.2 Development of labour cost determinants following the 
crisis

If we look at the dynamics of real unit labour cost development we may 
establish that after 2008 in Hungary real unit labour costs permanently 
decreased and only in 2013 was the a slight (1.3 per cent) increase. In 
the Czech Republic there was a moderate real unit labour cost increase 
in 2010–2012, and in 2013 a decrease of 2 per cent. In Slovakia a signifi -
cant increase of 7 per cent took place in 2009. 

While the level and development of labour costs is, by and large, similar 
for all three countries, the components and determinants of labour costs 
may differ. As labour costs are made up of wages and non-wage costs, 
such as employers’ social contributions, they depend, on one hand, on 
wage developments (not least the outcome of wage bargaining at differ-
ent levels) and, on the other hand, on social security contributions which 
are subject to government policies. The development of (statutory) mini-
mum wages may also have a pull effect.

Figure 6 Real unit labour cost growth (%)  
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In Hungary the wage cost part of labour costs has increased since 2008; 
in 2013 it already amounted to more than two-thirds of labour costs, 
while the non-wage component decreased to 24.6 per cent. Slovakia 
experienced a reverse process: the wage part of labour costs decreased 
from 74.5 per cent (2008) to 72.6 per cent (2013), as did the non-wage 
component, from 25.5 per cent (2008) to 27.4 per cent (2013). In the 
Czech Republic the proportion of wage and non-wage components var-
ied only slightly in 2009–2011, but in 2013 the wage cost part was again 
a little more than 73 per cent, as in 2008. In 2013 the wage cost compo-
nent in the EU28 was higher than in the two countries not in the euro 
zone, Hungary and the Czech Republic (76.3 per cent) and also higher in 
the euro zone than in euro-zone member Slovakia (74.1 per cent). 

In 2013 the share of non-wage costs in the whole economy was 23.7 per 
cent in the EU28 and 25.9 per cent in the euro zone, varying between 8.0 
per cent in Malta and 33.3 per cent in Sweden (Eurostat news release 
49/2014). In all three countries (Hungary, Czech Republic, Slovakia) the 
share of the non-wage component of labour costs exceeds the EU28 av-
erage and the Slovakian and Czech non-wage cost components are above 
the same value in the euro zone.

Figure 7 Total wages and salaries as a percentage of total labour costs 

Source: Eurostat.
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Personal income tax: implementation of progressivity (Czech Republic, 

Slovakia)

Since 2011 Hungary has gradually introduced a 16 per cent fl at rate of 
personal income tax. The trade union confederation MSZOSZ at its sev-
enth congress in autumn 2010 emphasised that ‘single rate and propor-
tional personal tax transforms incomes disproportionately and unfairly, 
making it more favourable for people on higher incomes at employees’ 
expense’. From 2011 tax credit for employees started to be gradually 
revoked and was stopped completely in 2012. Meanwhile the so-called 
super gross tax base6 introduced in 2010 was gradually phased out by 
2013. In 2011 a tax credit for children was introduced. The problem is 
that families on average and even above-average earnings do not have a 
suffi cient tax base to benefi t from this. 
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Figure 8 Distribution of labour costs, 2013 (%)  

Source: Eurostat.

0% 20% 40% 60% 80% 100%

Hungary

Czech R.

Slovakia

EU 28

Euro zone
(EU 18)

Non wage cost Wage cost

6. This means that the personal income tax base should be calculated on the sum which 
contains the gross wage plus the employer’s social security contributions. (The idea was to 
promote transparency; employees should see details of their whole salary.)
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In 2011 and 2012 in the Czech Republic all earnings were taxed at a fl at 
rate of 15 per cent,7 to rise to 19 per cent, probably from 2015. In Slovakia 
a fl at-rate tax was introduced in 2004 – the year it joined to EU – with 
the aim of encouraging (foreign) investment. All earnings were taxed at 
a fi xed rate of 19 per cent (Deloitte 2013: 11). It seems that in 2013 the 
previously preferred fl at-rate taxes started to lose ground in the Czech 
Republic and Slovakia, not at least by the endeavour to curb the grow-
ing income differences somewhat. In 2013 the Czech Republic imposed 
a solidarity tax of 7 per cent on higher incomes.8 In 2013, Slovakia in-
cluded some progressivity in income taxation: a tax rate of 25 per cent 
was introduced on taxable earnings exceeding 2 866 euros per month. 

Social contributions: implementation of progressivity (Czech Republic) and 

increased limits (Czech Republic and Slovakia)

The social security contribution as part of labour/wage costs in the 
Czech Republic in 2011 was 11 per cent for employees and 34 per cent for 
employers (maximum of 72 585 euros). In 2012 a kind of progressivity 
was implemented in this system, too: employees contribute 6.5 per cent 
and employers 25 per cent (maximum of 48 389 euros) and employees 
pay plus 4.5 per cent and employers plus 9 per cent (maximum of 72 583 
euros).

In 2013 in the Czech Republic the limit for social security contribution 
was increased and the limit for health insurance payments was abolished 
(the employer has to fi nance 9 per cent of health insurance on the full 
income and not only on the maximum income of the previous year). In 
2012 Slovakian employees paid 13.4 per cent and employers 32.5 per 
cent with a limit for contributions between 1 153.5 euros and 3 076 euros 
(depending on the type of unemployment insurance, pension and so on) 
and up to +/– 34 000 euros, in 2013 up to 47 160 euros (Deloitte 2013: 
15, 16; Deloitte 2014: 18).

In Hungary the social security contributions from the employee side 
amount to 17 per cent (health insurances and pensions’ contribution), 

7. According to Deloitte in practice the effective tax rate is 20.1 per cent as the tax base is in-
creased with SSHI (social security and health) contributions made by the employer. (Deloitte 
2014: 15).

8. Solidarity tax of 7 per cent is due on annual income that exceeds the threshold of 1 242 432 
CZK or 48 627.5 euros. The solidarity tax of 7 per cent is also applied on monthly income 
exceeding the threshold of 103 536 CZK or 4 052.5 euros.



the employer has to pay a 27 per cent social security contribution. Hun-
gary is characterised by the highest and increasing average tax rate:9 in 
2008 it was 23.35 per cent and in 2013 it was already 34.50 per cent. 
In the Czech Republic the tax rate oscillated around 14 per cent and in 
Slovakia 15 per cent, almost half the Hungarian value. 

Hungary: very high tax wedge on low wage earners 

Hungary has a very high and increasing tax wedge  on labour costs, par-
ticularly in the case of low wage earners: in 2008 it was 46.7 per cent and 
in 2013 it was already 48 per cent. In the Czech Republic and Slovakia 
the tax wedge has been around the EU27 average. The high tax wedge10 
not only has a negative effect on net earnings and has hit low wage-earn-
ers particularly, but it also puts downward pressure on labour demand. 
Nickell (2003) reported that a 10 percentage point rise in the tax wedge 
reduces the labour input of the working age population by somewhere 
between 1 and 3 per cent (Dolenc and Laporsek 2010: 346). 
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Table 1 Tax rate (income tax on gross wage earnings plus the employee’s 
social security contribution; %)

2008 2009 2010 2011 2012 2013

Hungary 23.35 23.82 23.77 26.75 34.50 34.50

Czech Republic 14.53 13.48 13.88 14.82 14.70 14.47

Slovakia 15.77 12.94 13.13 15.85 15.74 15.68

European Union (27 
countries)

21.29 21.16 21.30 21.86 22.19

Euro area (17 countries) 21.05 21.02 21.16 22.22 22.57

Source: Eurostat.

9. Average tax rate is defi ned as ‘the income tax on gross wage earnings plus the employee’s 
social security contributions less universal cash benefi ts, expressed as a percentage of gross 
wage earnings’. See Eurostat http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/EN/
earn_net_esms.htm 

10. The tax wedge on labour costs is defi ned as income tax on gross wage earnings plus the 
employee’s and the employer’s social security contributions, expressed as a percentage of 
the total labour costs of the earner. The total labour costs of the earner are defi ned as gross 
earnings plus the employer’s social security contributions plus payroll taxes.
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Figure 9 Tax wedge on labour costs (%) 

Source: Eurostat.
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2.3 Risk of poverty and social inclusion: Hungary at highest risk

In the three countries – more in Hungary and Slovakia and less in the 
Czech Republic – the middle class has remained relatively weak, especial-
ly in Hungary. The Gini coeffi cient of disposable income measuring in-
equality in income after taxes and transfers shows a signifi cant increase 
of inequality in income distribution in Hungary between 2008 and 2013.

Table 2 Gini coeffi  cient of equalised disposable income

2008 2009 2010 2011 2012 2013

Hungary 25.2 24.7 24.1 26.8 26.9 28

Czech 
Republic

24.7 25.1 24.9 25.2 24.9 24.6

Slovakia 23.7 24.8 25.9 25.7 25.3 24.2

European 
Union (27 
countries)

30.9 30.5 30.5 30.8 30.4 30.5

Source: Eurostat.
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11. http://epp.eurostat.ec.europa.eu/tgm/refreshTableAction.do?tab=table&plugin=1&pcode=t
2020_51&language=en 

12. tHE at-risk-of-poverty threshold in Hungary in 2012 was HUF 796 784/year, in the Czech 
Republic CzK 114 953 and in Slovakia 4 156 euros (source: Eurostat, http://epp.eurostat.
ec.europa.eu/statistics_explained/index.php/File:At-risk-of-poverty_rate_before_and_af-
ter_social_transfers_and_at-risk-of-poverty_threshold_(for_a_single_person),_2011_
and_2012.png

13. Severely materially deprived persons (persons whose living conditions are constrained by 
a lack of resources and experience at least four out of the nine deprivation items, which are 
as follows: cannot afford (i) to pay rent/mortgage or utility bills on time, (ii) to keep home 
adequately warm, (iii) to face unexpected expenses, (iv) to eat meat, fi sh or a protein equiva-
lent every second day, (v) a one week holiday away from home, (vi) a car, (vii) a washing 
machine, (viii) a colour TV, or (ix) a telephone (including mobile phone). 

The proportion of people living in households with very low work inten-
sity in Hungary was double that in the Czech Republic and higher than in 
Slovakia and the EU28 (around 12 per cent in 2011/2012).11 

It is again Hungary that, among the three countries, is in the worst situ-
ation concerning the risk of poverty or social exclusion: in 2008/2010 
slightly less than 30 per cent and in 2011/2012 more than 30 per cent of 
the population was at risk of poverty,12 materially deprived13 or living in 
a household with very low work intensity.

In Hungary particularly high is the percentage of people at risk of pover-
ty before social transfers (29 per cent in 2011 and 27.1 per cent in 2012 – 
Eurostat).  Also high and growing is the percentage of severely materially 
deprived people (23.1 in 2011 and 25.7 per cent in 2012). Social transfers 
have some effect: the proportion of people at risk of poverty after social 
transfers in Hungary was 13.8 per cent in 2011 and 14 per cent in 2012.

The Czech Republic is in the best situation also in comparison with the 
EU average: in 2008–2012 around 15 per cent of the population could be 
considered to be at risk of poverty or social inclusion. In Slovakia during 
the same period the value of this indicator was around 20 per cent, while 
in Hungary around 32.4 per cent of the population was affected.

In 2011–2012 in the Czech Republic the proportion of severely materi-
ally deprived people was around 6 per cent and in Slovakia 10 per cent 
while in Hungary around 25 per cent of the population was affected. 
To compare, in 2012 the EU28 average for being at risk of poverty was 
24.8 per cent, while the proportion of severely materially deprived peo-
ple was 9.9 per cent.
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Figure 10 People at risk of poverty or social exclusion* (% of population)
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2.4 Interplay between macroeconomic performance and labour-
cost and wage development

Wage development

Table 3 Average gross monthly nominal wage, Czech Republic, Hungary and 
Slovakia (national currency)

2008 2009 2010 2011 2012 2013 2014 

1st 

quarter

Hungary (HUF) 177 738 183 804 188 048 197 911 208 677 215 676 229 817 

Czech Republic 
(CZK) 

22 592 23 344 23 864 24 455 25 112 25 074 24 806 

Slovakia (EUR) 723 744.5 769 786 805 824 821 

Source: National statistical offi  ces.

Note: * People at risk of poverty – that is, persons with an equalised disposable income below the 
at-risk-of-poverty threshold, set at 60 per cent of national median equalised disposable income (aft er 
social transfers) plus severely materially deprived persons plus people living in households with very low 
work intensity (those aged 0–59 who live in households in which, on average, the adults [aged 18–59] 
worked less than 20 per cent of their total work potential during the past year). The total number of 
people at risk of poverty or social exclusion is lower than the sum of people in the three forms of pov-
erty or social exclusion as some are aff ected by more than one of these situations. Source: Eurostat.
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Table 4 Average gross monthly nominal wage, Czech Republic, Hungary and 
Slovakia (euros*)

2008 2009 2010 2011 2012 2013 2014 1st 

quarter

Hungary 
(HUF) 

706.7 655.7 682.6 708.4 721.4 726.5 746 

Czech 
Republic 
(CZK) 

905.6 883 943.8 994.5 966.6 997 902 

Slovakia 
(EUR) 

723 744.5 769 786 805 824 821 

Note: * Calculations based on the tables ‘Average gross monthly nominal wage’ and ‘Exchange rate’. 

Figure 11 Growth of average gross nominal wage in national currency, national 
economy (%)

Source: Eurostat.
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Figure 12 Growth of average gross nominal wage in euros, Czech Republic, 
Hungary and Slovakia (%)

In Hungary nominal wage growth in 2009, 2011 and 2012 and (almost) 
in 2013 matched the wage growth proposal of the national-level social 
partners; in 2010 the wage increase was slightly less than that proposed.14 

Since 2008 the effects of exchange rates on wages may be observed 
only in Hungary and the Czech Republic (as Slovakia has entered the 
euro zone). The difference in the development of wages in the national 
currency and the euro was particularly salient following the outbreak of 
the crisis in 2009. In 2009 the growth of average gross nominal wages 
in national currency was 3.4 per cent in Hungary and 3.3 per cent in 
Czech Republic, while wages converted into euros fell by 7 per cent in 
Hungary and 2.5 per cent in the Czech Republic, indicating wage depre-

14. The National Interest Reconciliation Council –in which the annual wage growth proposal 
agreements were reached– was abolished in 2011. The new body, the Standing Consultative 
Forum for the Private Sector and the Government (VKF) made a wage proposal for 2014. For 
2013 they did not provide a specifi c fi gure, but only referred to the need to maintain the real 
value of wages during wage bargaining at companies.
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ciation (and so of labour costs) in euros;15 something similar happened 
in 2012.

Golden wage rule – regulatory tool for the euro zone

In the euro zone – that is, within a monetary union, an economic area 
without exchange rates – nominal wage setting plays a crucial role in 
driving or preventing macroeconomic imbalances. Competitiveness 
is about prices, especially of tradable goods. There is some scope for 
governments to infl uence price-setting (for instance, by breaking up or 
regulating monopolistic structures), but it is rather limited. Empirically 
(price) infl ation in a country is closely correlated to changes in unit la-
bour costs (the growth of money wages minus the rate of productivity 
growth). To a considerable extent, wages are agreed collectively in most 
European countries. Thus money wages are a decisive lever. Used intel-
ligently, (nominal) wage policy can help to correct existing imbalances. 
All that is required, in theory, is to follow a simple rule, the ‘golden wage 
rule’ of monetary unions: the rate of nominal wage growth should be 
lower than indicated by the above formula in defi cit countries and higher 
in surplus countries, so as to bring countries back into equilibrium. This 
wage norm – nominal wage growth in each country equals medium-term 
national productivity growth, plus the target infl ation rate of the central 
bank, plus/minus a competitiveness correction in surplus/defi cit coun-
tries – can be seen as the ‘golden rule’ of a monetary union. There is one 
important caveat: in applying this rule, negative nominal wage growth 
(that is, pay cuts) in defi cit countries should be avoided in order to pre-
vent the risk of defl ation (Watt 2010). The ‘golden rule’ as regulatory 
tool for the euro zone has been promoted by the European Trade Un-
ion Confederation (ETUC) as a target for wage bargaining. Among the 
three countries in focus here, only Slovakia is a member of the euro zone, 
adopting the euro as its national currency in January 2009. Neverthe-
less, we also look at the other two countries in terms of the ‘golden rule’.

The crisis hit the three countries hard in 2009. Therefore, according to 
the ‘golden rule’, both in Slovakia and in the Czech Republic a pay cut 
would have been expected to take place and almost zero growth in Hun-
gary. Instead, there were nominal wage increases (in national currency): 

15. In 2009 in both countries – particularly in Hungary - the national currencies were signifi -
cantly depreciated. In 2008 in Hungary the average HUF/EUR annual exchange rate was 
HUF 251.5, rising to 280.3 HUF/EUR in 2009, while in the Czech Republic the exchange 
rate for 1 euro was CZK 24.9 in 2008 and CZK 26.4 in 2009. 
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in Hungary by 3.4 per cent, in the Czech Republic by 3.3 per cent and in 
Slovakia by 3 per cent. 

Concerning Slovakia the biggest gap between the required wage growth 
according to the ‘golden rule’ and wage development was in 2011: in-
stead of wage growth of 6.1 per cent wage growth of 2.2 per cent took 
place. In 2012 the situation was not much better: instead of wage growth 
of 5.7 per cent wage growth was 2.4 per cent. In 2013 in place of an in-
crease of 4.3 per cent, wage growth of 2.4 per cent occurred. That is, in 
Slovakia – after entering the euro zone – with the exception of one year 
(2009) wage increases were far less than the wage development required 
by the ‘golden rule’.

Gross real GDP and real wage growth

Following the outbreak of the crisis in 2009 real GDP decreased signifi -
cantly – well above the EU28 average – in all three countries, although 
after 2009 they recovered quickly. In sum, in these countries the cri-
sis only had a short-term effect on GDP. Among the three countries the 
worst real GDP growth rate was observed in Hungary (–6.8 per cent). 
Real wage development did not follow GDP with the same intensity. In 
Hungary in 2009, indeed, we observed a decrease in the real wage, but of 
only 0.8 per cent. The harsh GDP decline in 2009 had its (delayed) effect 
in 2010: in this year the gross monthly real wage in Hungary decreased 
by 2.6 per cent. 

Similarly, in 2012 Hungary and the Czech Republic faced a drop – al-
though not so intensive as in 2009 – in real GDP (–1.7 and –1 per cent, 
respectively) and a lower real wage decrease (–0.3 per cent in Hungary 
and –0.6 per cent in the Czech Republic). In the Czech Republic the real 
wage fall had a delayed effect in 2013 (–1.6 per cent), too.

Table 5 Wage development required by the ‘golden rule’ (%; productivity + 
infl ation)

Golden rule 2008 2009 2010 2011 2012 2013

Hungary 8.6 0.6 5.2 4.3 8.6 2.6

Czech Republic 6.7 -0.9 2.9 3.9 2.6 1.2

Slovakia 6.2 -1.4 5.1 6.1 5.7 4.3

Source: Eurostat.



As we can see, the decrease of real GDP did not cause the same volume 
of wage decrease: not least because of the (downward) infl exibility of 
wages. This – the mitigating effect – and also the delayed effect depend 
on wage bargaining practice and effi ciency.

In the recovery period Slovakia experienced relatively major real GDP 
growth (4.4 per cent in 2010 and 3 per cent in 2011) and lower real wage 
growth of 2.5 per cent in 2010 and a wage decline (–1.9 per cent) in 2011. 
The Czech real GDP growth rate was 2.5 per cent in 2010 and 1.8 per cent 
in 2011, the wage increase also in this case was less than GDP growth, 
that is 1 per cent (2010) and 0.4 per cent (2011). Hungarian GDP growth 
was 1.1 per cent (2010) and 1.6 per cent (2011). In 2010 – as we have 
already seen – Hungary faced a real wage fall (–2.4 per cent) and in 2011 
only a slight increase (1.3 per cent). 

Real wage growth was slightly higher than real GDP growth in Hungary 
in 2008 and 2013 and in 2009 and 2012 the wage fall was less than the 
fall in GDP. In the Czech Republic and Slovakia the same happened in 
2009: wages slightly increased, while GDP fell. Further, in the Czech Re-
public in 2012 the wage fall was slightly less than the decrease in GDP. 
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Figure 13 Real GDP growth rate (%)

Source: Eurostat.
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The real wage increase in general was less than GDP growth and a de-
layed effect was not observed. This shows the upward and downward 
infl exibility of wages (see the well-known phenomenon of wage ‘sticki-
ness’), but also the bargaining power of the social partners. 

Role of the mandatory minimum wage

In all three countries there is a statutory minimum wage. In the Czech 
Republic the minimum wage is set by the government, while in Hungary 
it has been – with the exception of a few years – set by tripartite nego-
tiations and made binding by government regulation. In Slovakia the 
minimum wage is subject to tripartite negotiations, but the institutional 
mechanism is such that the government may take unilateral action if the 
social partners do not reach an agreement. 

Figure 14 Gross monthly real wage, Czech Republic, Hungary and Slovakia (%)

Note: Calculations based on tables: ‘Growth of average gross nominal wage in national currency’ and 
Eurostat..
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Table 6 Minimum wage setting

Czech Republic Slovakia Hungary

National minimum 
wage

Statutory national 
minimum wage – no 
change since 1991

Statutory national 
minimum wage 

Statutory national 
minimum wage since 
1989; since 1992 
revised annually

Minimum wage 
setting

Set by government 
since 1991.
The government de-
termines the amount 
of the monthly or 
hourly minimum wage 
(not the amount of 
a minimum wage 
increase). 

In some years the na-
tional minimum wage 
was set by agreement 
but extended and 
made binding by law 
(1993–1996; 1991–
2001; 2006–2007) 
or set by government 
decree (1997–1998; 
2002–2005; 
2008–2012).

2012: as the social 
partners were not 
able to agree on 
an increase in the 
minimum wage, the 
government decided 
unilaterally.

1992–2011 national 
minimum wage set by 
tripartite negotiations 
in National Inter-
est Reconciliation 
Council.

In July 2011 the 
National Interest 
Reconciliation Council 
was abolished and 
the new body – the 
National Economic 
and Social Council 
– has only right of 
proposal. Government 
decree 390/2012 (20 
December) fi xed the 
minimum wage valid 
in 2013. 
 
2013: national mini-
mum wage for 2014 
negotiated in the 
tripartite body for the 
private sector (VKF) 
and made binding by 
government regula-
tion (government 
decree 483/2013. 
XII. 17).

Source: ICTWSS database version 4.0. (2013), 2011.

The statutory minimum wage in all three countries is far below those 
of the EU15 member states, such as the United Kingdom (1 301 euros a 
month in 2014) and France (1 445 euros a month in 2014), but also lower 
than in Poland (404 euros a month in 2014 or Slovenia (789 euros a 
month in 2014, according to Eurostat). However, purchasing power par-
ity data and the Kaitz index (minimum wage as a proportion of average 
monthly earnings) highlight the differences across the three countries. 



Development of wages and collective bargaining in central and eastern European countries

 Wage bargaining under the new European Economic Governance 191

The 2012 hike in Hungary refl ects the above-mentioned changes in taxa-
tion; the elimination of the tax-credit was compensated by increasing 
the gross minimum wage, although the net value of the minimum wage 
remained unchanged. 

In the Czech Republic 2.3 per cent, in Hungary 4.4 per cent and in Slova-
kia 4.7 per cent of employees earned less than 105 per cent of the month-
ly minimum wage (October 2010, source: Eurostat). 

3. Institutional framework of collective wage bargaining

3.1 National level: fading role of tripartite negotiations

In central and eastern Europe the institution of tripartite social dialogue 
(between government, trade unions and employers’ organisations) plays 
a more important role than collective bargaining and other forms of bi-
partite social dialogue. These bodies were created at the beginning of the 
transition process – that is, at the end of the 1980s and the beginning of 
the 1990s – to serve as forums for consultation and negotiation on pro-
grammes for restructuring national economies on the ruins of the com-
munist regime. According to the ILO they helped governments to un-

Table 7 Statutory minimum wage and the Kaitz index 

2008 (2) 2009 (2) 2010 (2) 2011 (2) 2012 (3) 2013 (1) 2014 (4)

Minimum wage, EUR

Hungary 274 255 267 279 322 330 328

Czech 
Republic 

335 309 311 326 326 332 310

Slovakia 269 296 308 317 327 337 352

Kaitz index, per cent (5)

Hungary 38.8 38.3 38.0 38.6 42.5 43.3 –

Czech 
Republic 

40.6 39.1 36.3 35.5 37.8 38.2 –

Slovakia 33.6 35.7 36.0 36.1 35.6 36.0 –

Sources: (1) Eurostat (online data code: earn_mw_cur), (2) ILO Global Wage Database - 2012, (3) 
Deloitte: European salary survey 2013 European employer pays for the crisis, 4th edition of the 
European Salary Survey, p. 51 and Deloitte: European salary survey 2012, 3d edition, p. 18 and 
Deloitte: European salary survey 2012, 3d edition, p. 5, (4) Eurostat, (5) Eurostat. 



dertake painful economic reforms and pass laws (although some of the 
latter reduced employees’ rights from the communist era) without major 
unrest. Also, they enabled the social partners to access information on 
government reform plans and thus to participate in shaping them, while 
at the same time attaining legitimacy and recognition as partners in so-
cial dialogue (Casale et al. 2001). However, the evaluation of tripartism 
in the academic literature is far from positive; it is enough on this point 
to cite the widespread term ‘illusory corporatism’ coined by David Ost 
(2000).

In the Czech Republic, the Rada hospodářské a sociální dohody (Coun-
cil for Economic and Social Accord, RHSD) is the tripartite forum at 
national level. It was created at federal (Czechoslovakia) and national 
level (Czech and Slovak) in October 1990. The break-up of Czechoslo-
vakia made no substantial difference; tripartism continued through 
the Czech and Slovak bodies. The RHSD also provided legitimacy for 
the social partners, especially for employers’ organisations, which were 
rudimentary at fi rst. This is because on the union side most federa-
tions of the old union movement joined the newly founded ČSKOS in 
March 1990. Thus, in contrast to Hungary’s trade union pluralism, the 
Czech (and Slovak) unions could more or less preserve the unity of the 
movement (Myant 2000). For instance, KOZ SR, the major Slovakian 
confederation, brought together 28 sectoral trade union federations in 
2010, organising 96 per cent of trade unionists in the country (Cziria 
2013). Not incidentally, tripartite negotiations were more important for 
trade unions in Hungary where from 1988 the Országos Érdekegyeztető 
Tanács (National Council for the Reconciliation of Interests, OÉT) pro-
vided the institutional framework. In all three countries the relevant 
bodies’ consultative agenda embraced a wide range of issues beyond the 
traditional collective bargaining issues, such as macroeconomic, em-
ployment, incomes and social policy. In Slovakia the government and 
social partners concluded seven tripartite General Agreements (‘social 
pacts’) between 1991 and 2000, dealing with major economic and social 
reforms. 

However, the signifi cance of tripartite forums has always been subject 
to the willingness of governments to enter into negotiations. All three 
countries witnessed several political ‘ebbs and fl ows’, the common pat-
tern being that right-wing governments withdrew from tripartite negoti-
ations, while left-wing successors restored the functions of these bodies. 
For instance, in the early 1990s in the Czech Republic a series of ‘general 
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agreements’ played a major role, which provided a framework for col-
lective bargaining. Between 1995 and 1997, however, the Vaclav Klaus 
government restricted the agenda of tripartite dialogue, created a new 
body and no further general agreement was concluded. A similar restric-
tion and revival cycle took place in 2012–2014, when fi rst the discon-
tented trade unions abandoned tripartite talks and then the incoming 
government restored them. In Slovakia tripartite consultation was also 
reduced, and its structures were changed during the period of the cen-
tre-right government between 2004 and 2006. Nonetheless, following 
the 2006 election the Economic and Social Partnership Council (RHSP) 
was re-established and became merely a consultative body making rec-
ommendations to the government and no further General Agreement 
was concluded (Cziria 2013). In Hungary, between 1998 and 2002 the 
fi rst Orbán government similarly reorganised the tripartite body, but the 
successor socialist government returned to its original function and in-
stitutional framework. However, the socialist-led government later also 
weakened OÉT when it established a parallel body, the Economic and 
Social Council (GSZT), which also included civil society organisations, 
economic chambers and other organisations. With the landslide right-
wing election victory in 2010 the second Orbán government eliminated 
the standing tripartite forum (OÉT) and replaced it with a quarterly 
convened representative consulting council which includes – apart from 
the earlier members of the GSZT – churches and ethnic Hungarians in 
the adjoining countries. The situation changed again in February 2012, 
when a new tripartite body, the Standing Consultative Forum for the 
Private Sector and the Government (VKF) was set up to discuss employ-
ment issues on the initiative of the social partners. However, only three 
confederations on each side of the social partners have been invited to 
participate in this new body and its role is more limited than the former 
OÉT.

The 2008–2010 economic crisis and austerity packages in connection 
with macroeconomic stabilisation and convergence with the euro re-
gime were a great challenge for tripartite bodies. During the crisis, which 
hit all three countries hard, at most there were consultations on gov-
ernment anti-crisis measures in the three countries, conducted in ac-
cordance with established consultative routine. The crisis even brought 
temporary improvements in tripartite negotiations; for instance, in 
Slovakia a special body, the Council for Economic Crisis, operated for 
a couple of months (Kahancová 2013). However, there was no coordi-
nated response and a lack of consensus on the measures taken in these 



countries, which indicated the overall weakness and fading role of tri-
partite institutions.16 

Despite the tripartite bodies’ consultative nature, their role in wage de-
termination cannot be underestimated. This holds in particular for set-
ting the national minimum wage. In the Czech Republic the minimum 
wage was increased annually by the government after consultation with 
employers and unions from 1998 until 2007, but after the crisis it was 
frozen until 2013. In Slovakia the minimum wage is set annually fol-
lowing discussions in the tripartite HSR between the unions, employers 
and government. However, the government can set the rate if the three 
parties cannot agree.17 Nowadays a similar regulation on unilateral gov-
ernment intervention is in force in Hungary, too, although it does not 
include any rule on the calculation of the minimum wage. Nonetheless, 
from 1990 to 1998 and from 2002 to 2010, formally, the three parties’ 
unanimous decision was needed in the OÉT, and afterwards the govern-
ment issued a decree in line with the decision. This was the only binding 
agreement concluded in the body. The OÉT (and its successor the VKF) 
also issued an annual recommendation for an average wage increase to 
provide ‘orientation’ for lower level bargaining. Participation in mini-
mum wage setting was particularly important for Hungarian unions, as 
it somewhat compensated for trade union weakness in sectoral and com-
pany-level bargaining. There were several years before the crisis when 
the minimum wage increase was far higher than the level that unions 
could successfully bargain at companies, especially in low-wage indus-
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16. See, for instance, Bohle (2011) on the Hungarian case. The expected consensus with the 
social partners, a comprehensive general agreement (practically a western European–style 
social pact) could not be achieved in these countries. According to Meardi (2011): ‘In the 
Visegrád countries (Poland, Czech and Slovak Republics, and Hungary), … public debt (and 
to a lesser extent infl ation) is an open problem, but governments have opted, rather than for 
social pacts, for two opposite strategies: unilateral enforcement of macroeconomic conver-
gence, at the cost of electoral defeat (Slovakia, Poland and Czech Republic) or a Maastricht-
ignoring euro deferral in order to ensure political survival (Hungary). Even more than in the 
West, then, EMU entry and socio-political stability are mutually irreconcilable: you cannot 
satisfy at the same time the electorate on one side, and international fi nancial institutions on 
the other – unless you have an instrument to involve society in the reforms, and make the 
latter acceptable. This is what social pacts were meant to offer, and why governments should 
have looked for support from the social partners. However, this has not happened. Social 
pacts did not occur, or they occurred in one-sided, ineffective ways.’ 

17.  The law consists of a formula for a government-set minimum wage: the new level should be 
an arithmetical product of the current minimum wage and the index of the annual growth 
of the average monthly nominal wage in the previous year. Changes in 2008 allowed the 
government to set a level above this calculated minimum. Nevertheless, due to the impact 
of the economic crisis, the government did not exercise the option to increase its level above 
the calculated minimum until 2013.
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tries. The national agreement to some extent substituted for the lack of 
established wage levels tied to qualifi cation and experience in collective 
agreements, too; from 2007 a special minimum rate was established for 
skilled workers and a recommendation for employees with a university 
degree. Similarly, in Slovakia the mandatory minimum wage is set for 12 
different levels.

3.2 Legal background of collective bargaining

All post-socialist countries introduced new Labour Codes in the early 
1990s as part of the project to create the institutions of a market econo-
my. Dismantling the socialist system meant that trade unions lost some 
of their former prerogatives, but at the same time new fundamental 
rights were established – sometimes in the Constitution – such as free-
dom of association, freedom to take strike action and freedom of collec-
tive bargaining. For instance in the Czech Republic common legal provi-
sions on collective bargaining were laid down in the course of general 
social reforms. Act 2/1991 on Collective Bargaining regulates collective 
labour relations in both the private and the public sector and has not 
been substantially modifi ed. The Act regulates collective negotiations 
between the social partners and requirements and procedures with re-
gard to concluding collective agreements, as well as collective disputes 
(Kuncová 2010). Although it has been amended many times, the same 
law (Act No. 2/1991) regulates collective bargaining and confl ict resolu-
tion in Slovakia. Similarly, in Hungary the 1992 Labour Code regulated 
such issues in the private sector, but in part of the public sector collec-
tive bargaining – where it is allowed at all – is regulated by a separate 
Act. In this section we cannot follow the fairly numerous amendments of 
these laws, only highlight the most important issues concerning labour 
law reform that have emerged in more than one country in recent years.

Flexibility is probably the most frequent buzzword in labour law reforms, 
especially in legislative changes implemented in the course of the crisis. 
However, since the mid-1990s in Hungary a series of legislative changes 
have gradually made greater fl exibility possible in working time arrange-
ments, provided that it is negotiated at industry or company level. For 
instance, the reference period of working time accounts was increased by 
collective agreement and in this way annualised working time has been 
allowed since 2001. The 2012 new Labour Code went further, in cer-
tain cases, allowing greater fl exibility without collective agreements, by 
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unilateral management decision. In Slovakia also changes in the Labour 
Code made employment conditions more fl exible. Since March 2009, the 
Labour Code has allowed the implementation of ‘fl exikontos’ (working 
time accounts) which, on one hand, help employers to meet fl uctuating 
market demand and, on the other hand, helped to maintain employment 
during the economic crisis. As a crisis measure it was initially applica-
ble until the end of 2012 but further amendments to the Labour Code 
allowed its continued implementation (Cziria 2013). Employment fl ex-
ibility was also fostered by other tools, for instance, by introducing job 
sharing, abolishing redundancy payments to employees working during 
their notice period and extending the period for fi xed-term employment 
contracts. Following the crisis, however, from 2013 Labour Code amend-
ments introduced more favourable terms for employees taking redun-
dancy and shortened the maximum period for fi xed-term employment 
contracts by one year.

Possible deviation from the law and from the higher level agreement 
is another fi eld of reforms also related to the fl exibility issue. While to 
begin with all countries adopted the German ‘favourability principle’ –
company agreements may only improve on what has been stipulated by 
law or negotiated at industry level – legislation later gradually relaxed 
this rule. In Slovakia amendments to the Labour Code introduced by 
the centre-right government in 2011 permitted collective agreements to 
worsen legal provisions in some areas, such as probation periods and 
overtime arrangements. However, the government elected in 2012 re-
jected these changes. Probably the new Hungarian Labour Code (2012) 
made the most radical changes in this respect; by default, it allows any 
kind of deviation from the law in terms of individual employment rela-
tions, unless the law explicitly prohibits it (by enumerating such excep-
tional conditions at the end of each section of the law).

Bargaining authorisation of trade unions and, sometimes, of works 
councils. Initially the countries’ Labour Codes considered collective bar-
gaining a basic trade union right; only trade unions had such rights. In 
the Czech Republic the 2001 amendment introduced works councils in 
undertakings in which there is no trade union organisation. While in 
the Czech Republic works councils have only subsidiary status to the 
trade unions, the latter maintaining a bargaining ‘monopoly’, in Slova-
kia –from January 2012 – works councils also had negotiating rights 
where there was no union present. Works councils could conclude agree-
ments covering the same areas as a collective agreement. In Hungary 
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the Labour Code amendment that came into effect in 2012 also allowed 
works councils – which otherwise cannot organise strikes and have a 
very limited ability to infl uence employers – to negotiate agreements 
with the employer, where there is no union authorized to bargain at the 
workplace. The one important exception is that these agreements cannot 
cover pay. This is virtually a return to the position under an earlier right-
wing government when works councils were given negotiating rights at 
company level, where there were no unions present – something that 
was reversed by the socialist government in 2002.

Criteria concerning trade union representativeness/authorisation to 
bargain/union pluralism have been changed several times, too. Accord-
ing to the Czech and Slovak Labour Codes the preferred solution for un-
ion pluralism is to negotiate with a joint body if unions agree; otherwise 
the biggest union has to be recognised as bargaining partner. However, 
in the Czech Republic legislation which stated that an employer could 
negotiate with the largest union at a workplace, where there were several 
and they could not agree, was ruled unconstitutional by the Constitu-
tional Court in March 2008. In Hungary between 1992 and 2012 union 
rights to negotiate depended on their candidates’ support in works coun-
cil elections. A union needed to get 10 per cent of the votes in the works 
council elections to be entitled to negotiate. Local agreements could be 
signed by a coalition of unions in the workplace, provided that together 
they had the support of at least 50 per cent of the workforce – a measure 
which encouraged the creation of local union coalitions. If a single union 
had more than 65 per cent support, it could sign the agreements alone. 
However, here again the Labour Code has made changes. According to 
the 2012 Labour Code, now trade unions can conclude collective agree-
ments at company level only if their membership exceeds 10 per cent of 
those employed at the company. The same 10 per cent rule also applies 
to industry-level agreements: unions must cover 10 per cent of those 
employed in the industry to be able to reach an agreement. Setting the 
representativeness threshold at an even higher level (30 per cent) was on 
the agenda in Slovakia for a while before the 2012 election. 

Trade union protection, support and other rights have also emerged on 
the legislative agenda. While in Hungary in 2011–2012 legislation sub-
stantially undermined unions’ operating conditions (legal protection, 
time-off, essential services during strikes, fi nancial support) and curbed 
trade union rights in the workplace (Nacsa and Neumann 2013), it is 
noteworthy that in the Czech Republic even under right-wing govern-
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ments there has been no signifi cant attempt to reduce existing legal pro-
tection of employee or trade union rights (Myant 2013).

Re-regulation of extension procedure is another area of state interven-
tion. In the Czech Republic the rules on extending industry-level col-
lective agreements were revised in 2004, following the ruling by the 
Constitutional Court. Under the revised procedure, requests to extend 
collective agreements must be made jointly by the largest union and 
the largest employers’ association in the industry. The extended agree-
ments do not apply to companies employing fewer than 20 employees. 
In Slovakia the regulations have changed three times in the past dec-
ade (European Commission 2013). The centre-right governments in 
power from 2002 to 2006 and from 2010 to 2012 required the consent 
of the employer concerned before an agreement could be extended; in 
other words, they gave the individual employer a clear veto. However, 
the social democrat-led government, in offi ce between 2006 and 2010, 
changed the procedure, allowing an extension provided this was re-
quested by one or both of the parties (unions and employers), with the 
fi nal decision being taken by the government following discussions in 
the tripartite consultative committee. According to legislation entering 
into effect on 1 January 2014, extension would be possible again without 
the consent of the employer. Fundamentally, the different opinions of 
trade unions and employers on the extension of collective agreements 
resulted in frequent legislative changes; nonetheless these changes were 
usually related to the political orientation of the government, too.

Legislation may also change the possible scope of collective agreements. 
In Hungary the new Labour Code introduced signifi cant restrictions on 
what can be negotiated in state and local government owned companies. 
In many areas – working time, severance pay, notice periods, industrial 
relations issues including trade union representatives’ rights, protection 
and time-off – it is not permitted for a collective agreement to include 
terms that improve on the minimum set out by law.

Since the 1990s in all three countries governments have intervened di-
rectly and sometimes strongly in wage bargaining; for example, in Slova-
kia with regard to extension rules and in Hungary to reshape bargaining 
authorisation and the scope of collective agreements, as already men-
tioned. With regard to other labour issues statutory regulations (Labour 
Code) also come before social partner negotiations. As a consequence, 
for example, EU-level social partner autonomous agreements are imple-
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mented by law rather than by negotiations between the social partners. 
Nowadays the extent of government intervention in wage bargaining 
seems to be lowest in the Czech Republic. In the other two countries the 
government has recently infl uenced wage bargaining in various ways.

3.3 Collective bargaining structures and coverage 

The main measures concerning collective bargaining are fairly similar in 
the three countries; for instance, the ICTWSS database fi gures and scores 
differ only slightly. Employer-organisation and trade-union density, as 
well as collective agreement coverage are highest in the Czech Republic, 
lowest in Hungary. (It is worth noting that the claimed 40 per cent den-
sity of employers’ organisations in Hungary is not a realistic fi gure; no 

Table 8 Major collective bargaining indicators in Czech Republic, Slovakia and 
Hungary

Employer 

organi-

sation 

density

Employ-

ees’ or-

ganisation 

density

Collective 

agreement 

coverage

Dominant 

level of 

bargain-

ing

Coordi-

nation 

of wage 

setting

Govern-

ment in-

tervention 

in wage 

bargain-

ing

Czech Republic 35.0 17.3 40.9 Local or 
company

2 2

Slovakia 29.2 16.7 35.0 Inter-
mediate 
(sector and 
company)

2 3

Hungary 40.0 16.0 33.5 Local or 
company

2 3

Notes: 
Coordination scores:
2 = mixed industry and fi rm-level bargaining, with no or little pattern bargaining and relatively weak 
elements of government coordination through the setting of basic pay rates (statutory minimum 
wage) or wage indexation.
Government intervention scores:
3 = the government infl uences wage bargaining outcomes indirectly through price-ceilings, indexa-
tion, tax measures, minimum wages, and/or pattern setting through public sector wages;
2 = the government infl uences wage bargaining by providing an institutional framework of consulta-
tion and information exchange, by conditional agreement to extend private sector agreements, and/
or by providing confl ict resolution.

Source: ICTWSS database version 4.0. (2013), 2011.
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survey has endorsed this estimate.) While density rates have decreased 
markedly over the past two decades, bargaining structures have hardly 
changed over time. Nonetheless, the major difference is Slovakia; here 
sectoral agreements play a more important role than in the two other 
countries. The minimum annual wage increase in many sectors is set by 
multi-employer collective agreement. Despite the prevailing decentrali-
sation trend, in Slovakia during the crisis sectoral bargaining remained 
intact despite employers’ attempts to opt out from sectoral bargaining, 
calling for ‘tailor-made anti-crisis measures’. In the Czech Republic and 
Hungary bargaining has taken place predominantly at company level. 

A similar picture can be seen on the EIRO webpage, showing centralisa-
tion and coordination together:

– Czech Republic: intermediate (centralisation), low coordination
– Slovakia: intermediate (centralisation), medium level of coordina-

tion
– Hungary: decentralised bargaining, low coordination

Country sources have detailed information on the number of agreements 
concluded at different levels and their coverage, although it is diffi cult 
to harmonise the statistics due to methodological problems (see Box/
Annex). In the Czech Republic the number of sectoral agreements con-
cluded has not changed much since 2008 but there has been a substan-
tial increase at company level.

Table 9 Number of collective agreements in the Czech Republic

2008 2009 2010 2011 2012 2013

Number of sectoral 
agreements

18 18 18 18 19 19

Number of 
company level 
agreements

3 155 3 082 4 812 4 904 4 680 4 739

Note: The data are for CMKOS members only. In 2013 there were fi ve other higher level collective 
agreements concluded by trade unions that are not members of CMKOS.
Source: CMKOS (2013): Zpráva o prubehu kolektivního vyjednávání na vyšším stupni a na podnikové 
úrovni v roce 2013 (Progress report on higher-level and company-level collective bargaining in 
2013). Document discussed at the CMKOS Assembly, Prague, 19 November 2013.

˚ 
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Coverage fi gures also come from ČMKOS, the country’s largest union 
confederation. In 2012, 34 per cent of the workforce was covered by 
4,655 agreements signed by ČMKOS affi liates at company level and 16 
per cent by 19 higher level (sectoral) agreements. (There is an uncon-
trolled overlap between the two groups. ČMKOS fi gures do not take into 
account fi ve agreements signed by other confederations.) The Czech Sta-
tistical Offi ce also calculated coverage rates for employers with at least 
10 employees. According to the survey, 37.7 per cent of all employees 
were covered by collective bargaining in 2011, although the position of 
29.7 per cent was unclear. According to this source, collective bargaining 
coverage has declined continuously, from 49.2 per cent in 2005 to 41.2 
per cent in 2009.

In Slovakia the number of industry-level collective agreements (high-
er level collective agreements) was 28, while eight agreements were 
amended in 2012. Previously, the number of registered collective agree-
ments, including their supplements to previously concluded agreements 
(usually concerning wages), decreased, from 37 agreements in 2008 to 
33 agreements in 2010 and 23 in 2012 (fi gures provided by Ministry of 
Labour – MPSVR SR – based on compulsory registration of such agree-
ments). According to KOZ SR, the major union confederation, the over-
all coverage of sectoral collective agreements is falling because employ-
ers are leaving employers’ associations. Company surveys by Trexima 
also show that the proportion of organisations covered by higher level 
agreements fell slightly between 2008 and 2011, from 40.4 per cent to 
38.1 per cent. 

At company level the surveys also show declining coverage. Between 
2008 and 2011 the proportion of organisations with a company-level 
collective agreement fell from 35.8 per cent to 34.1 per cent. Nonethe-
less, this is well below the fi gure for 2004, which was 50.3 per cent. Ac-
cording to Švec (2013), ‘a gradual decline of the representativeness of 
trade unions and employers’ associations can be observed. The reason 
behind the latter is an ongoing degradation of employers’ associations. … 
Gradually, collective bargaining is moving to the enterprise level, where 
the employers are stronger compared with the sectoral level. The trend 
of founding so-called “yellow” trade unions by employers is increasing, 
especially in companies where traditional trade unions already exist and 
the creation of direct competition with the support of the employer is 
damaging the overall image of trade unions in the company.’ However, 
according to other researchers, there is enormous variation across sec-
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tors with regard to the importance of sectoral bargaining coordination. 
In important sectors such as the metal industry the two bargaining levels 
are complementary; it does not make sense to argue for the prevalence of 
either sectoral or company-level (Kahancová 2013).

In Hungary the offi cial number of registered agreements and their cov-
erage did not change between 2008 and 2013. (The coverage fi gures of 
different levels cannot be added in Table 10 because of the overlaps be-
tween the agreements.) However, earlier fi gures on agreements regis-
tered with the Centre for Social Dialogue indicate that collective bargain-
ing coverage fell by 14 percentage points between 2001 and 2012 – from 
47 per cent to 33 per cent. The majority of agreements were for a single 
employer. Almost two-thirds of these agreements were for employers in 
the public sector, although, in terms of the numbers of employees cov-
ered, the proportions are reversed. Figures on multi-employer agree-
ments contain both sectoral ones and agreements concluded by a few 
companies together. There are only 19 genuine industry-level agree-
ments – that is, concluded by employers’ organisations – and despite 
past efforts by previous governments to strengthen industry-level bar-
gaining, there is no indication that the number is likely to increase. The 
prevailing attitude of employers is a reluctance to join employers’ or-
ganisations or to authorise them to conclude industry agreements. Simi-
lar to the Czech Republic, however, another data source, the Hungarian 
Central Statistical Offi ce, produced much lower coverage fi gures. In the 
2009 Labour Force Survey respondents were asked whether their wages 
or employment conditions were affected by a collective agreement and 
only 22 per cent answered positively (although a quarter of respondents 
said they did not know). 

Table 10 Number of collective agreements and their coverage in Hungary

2008 2009 2010 2011 2012 2013

Number of multi-employ-
er agreements 

80 82 81 81 83 80

Coverage of multi-em-
ployer agreements, %

19.13 20.43 19.86 19.94 19.34 19.13

Number of single em-
ployer agreements

2 737 2 683 2 706 2 707 2 681 2 683

Coverage of single em-
ployer agreements, %

20.80 23.20 27.18 23.52 25,05 24.24

Source: Collective agreement registry, Centre for Social Dialogue.
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The use of the extension procedure changes bargaining coverage some-
what. This phenomenon is probably most remarkable in Slovakia, due 
the recent twists and turns in its legal regulations (although no updated 
statistics are available on the coverage effect of extension). According to 
the MPSVR SR, in 2009 there were fi ve extensions, but in 2010–2013 
none of the multi-employer collective agreements was extended. In 2012 
there was no extension either; the Ministry did not receive any joint writ-
ten proposal from parties to an agreement. In the Czech Republic the 
number of employers and employees covered by industry-level agree-
ments has shown greater fl uctuations, in part because of changes in the 
legal rules allowing the government to extend them more widely.

In Hungary, extension has affected only four industries (construction, 
hotels and catering, electricity and baking) since 1992, when this pos-
sibility fi rst appeared in the Labour Code. The last decree on new exten-
sion was issued in 2006, for the construction industry, and then one of 
the oldest extensions was rejected by the employers in the baking indus-
try. According to expert estimates the employment effect of extensions 
has never exceeded 2 per cent of the labour force. 

Contrary to the above statistics, according to trade unions and research 
fi ndings, collective bargaining coverage, especially that of wage agree-
ments, fell during the economic crisis. In the Czech Republic during the 
crisis, cooperation between the social partners was preferred to save jobs 
and trade union wage claims were predominantly moderate. In Slovakia, 
according to the employers, the decline in coverage of agreements can 

Table 11 Eff ects of extension in the Czech Republic

2008 2009 2010 2011 2012 2013

Number of employers 
whose agreements were 
extended

3 975 4 004 4 828 4 577 4 356 3 919

Number of employees at 
those employers

607 952 544 649 406 609 347 963 400 781 388 618

Note: Data are for CMKOS members only.
Source: Czech-Moravian Confederation of Trade Unions (Ceskomoravská konfederace odborových 
svazu, CMKOS): Zpráva o prubehu kolektivního vyjednávání na vyšším stupni a na podnikové úrovni v 
roce 2013 (Progress report on higher-level and company-level collective bargaining in 2013). Docu-
ment discussed at the CMKOS Assembly, Prague, 19 November 2013. 
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be attributed to lower interest on the part of employers to sign up to 
multi-employer agreements, which increase their labour costs but can-
not fully guarantee social peace.18 Furthermore, while termination of 
existing agreements is not allowed, amendments are possible only by 
mutual agreement of the parties to the agreement.

A couple of case studies also investigated changes in wage bargaining 
during the 2008–2010 crisis. Myant (2013) found that in the Czech Re-
public decentralised collective bargaining, which had developed over the 
preceding decades, continued through the crisis, albeit with agreements 
that were less likely to include pay increases due to the strong pressure 
from managements for wage freezes or cuts. Workforces often accepted 
zero pay increases as preferable to reduced employment which, manage-
ments indicated, was the alternative. During the economic crisis there 
was a revival of the ‘Švarc system’ – replacement of regular employment 
by bogus self-employment – estimates of which range from 2 to 4 per 
cent of the labour force. According to Kahancová (2013), in Slovakia 
sectoral bargaining contributed to a balanced recovery from the crisis 
more than national-level social dialogue. Instead of accelerated decen-
tralisation, bargaining institutions remained stable during the crisis. In 
the metal industry, social partners shared an interest in adopting sector-
specifi c anti-crisis employment measures and therefore remained com-
mitted to bargaining coordination instead of opting out of sectoral deals. 
With regard to the bargaining outcome, the agreements tend to develop 
a sort of dual labour market, protecting skills and shifting the burden 
of falling production onto precarious and less unionised workers. Neu-
mann and Boda (2011) came up with similar fi ndings in Hungary, where 
company-level bargaining mainly protected the core workforce at the ex-
pense of more precarious workers at suppliers and agency workers. The 
latter lack union protection in the Czech Republic, too (Myant 2013). 

It seems to be a common trend that where bargaining is well-estab-
lished, there is an immediate shift towards protecting jobs of the core 
labour force at the expense of peripheral employees and pay increas-
es. The shifts in the bargaining agenda were also similar in the Czech 

18. This argument is legally valid; according to the Constitution, employees can go on strike at 
any time if their right to strike is guaranteed. In practice, however, trade unions fi nd it very 
diffi cult to organise because strike days are unpaid and employees have to cover their own 
health insurance contributions, which discourages many from taking part in strikes (espe-
cially in high-unemployment and low-income regions).
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Republic and Hungary: shortened working time and working time ac-
counts (fl exikonto) were the key issues. 

While the Czech Republic and Hungary are characterised by mixed in-
dustry and mostly fi rm-level bargaining, in Slovakia multi-employer and 
sectoral bargaining are well established and complement fi rm-level bar-
gaining. Their systems are uncoordinated, lacking pattern bargaining 
and government coordination is also relatively weak due to the statutory 
minimum wage. However, surprisingly little is known about the coordi-
nation of wage bargaining. Czech and Slovak sources often mention the 
favourability principle that strictly regulates the hierarchy of agreements 
and excludes opt-outs. This is declining in Hungary because labour legis-
lation increasingly allows deviations from the legal minimum, to the det-
riment of employees. Institutional coordination of wage bargaining has 
been operating in Hungary through the recommendations issued at na-
tional level. In Slovakia coordination of wage bargaining between most 
relevant sectors was initiated in 2013 via a new cross-industry bipartite 
social dialogue. It is assumed that informal practices are also used to co-
ordinate wage increases agreed at sectoral level, which takes actual wage 
levels in the covered companies into account. The agreed wage increases 
at sectoral level are thus often very low, which relieves the burden on 
employers, even in the car industry, with a wide wage gap between large 
multinationals such as VW and smaller supply fi rms. However, concern-
ing the other side of the bargaining table, sectoral studies reveal that Slo-
vakia has reasonably well established bargaining coordination through 
decent sectoral employers’ organisations (Kahancová 2013).

Interestingly none of the investigated countries witnessed changes due 
to the EU’s new economic governance regime (Euro pact or Euro plus 
pact.) At least, the responses to the EIRO questionnaire ‘Changes to 
wage-setting mechanisms in the context of the crisis and the EU’s new 
economic governance regime’ excluded such developments, even in eu-
ro-zone member state Slovakia.

4. Collectively agreed wages

4.1 Conceptual problems of ‘collectively agreed wages’

All three countries distinguish between collective agreements and wage 
agreements. This is most marked in Hungary: collective agreements are 



valid for 3–5 years or are concluded for an indefi nite period, while wage 
development is agreed annually and parties sign separate wage agree-
ments, although in theory their legal force is identical to collective agree-
ments. In the Czech Republic, agreements with stipulations on wage de-
velopment varied between 42 and 74 per cent, which is the highest share 
among the investigated countries. During the economic crisis employees 
were not offered wage increases and trade unions’ pursued wage mod-
eration with a view to saving jobs. Provisions for a company minimum 
wage are fairly rare. The number of such agreements decreased substan-
tially between 1993 and 2007, from 33.7 per cent to 27.7 per cent. Inter-
estingly, since 2008 a slight increase has been recorded. 

Szilvia Borbély and László Neumann

206 Wage bargaining under the new European Economic Governance

Table 12 Collective agreements regulating wage developments in the Czech 
Republic (% of agreements)

2005 2006 2007 2008 2009 2010 2011 2012 2013

65.5 68.6 66.4 74.0 59.2 42.4 56.1 59.7 59.4

Source: Informacný systém o pracovných podmienkach – ISPP (Information System on Working 
Conditions) issued by the Slovakian Ministry of Labour, Social Aff airs and Family (MPSVR SR) and 
Trexima 1993–2001, 2012, 2013. 

In Slovakia the Trexima survey allows us to estimate the share of wage 
agreements. Although the overlap between different levels of collective 
agreement cannot be taken into account, the survey clearly indicates the 
declining share of organisations with collective agreements during the 
crisis and the extremely low level (3.7–6.3 per cent) of agreements on 
wage increases. 



Table 13 Penetration of single and multi-employer collective agreements in 
Slovakia (% of organisations)

2008 2009 2010 2011 2012 2013

Organisations with company-
level collective agreements

35.8 34.0 34.6 34.1 – 32.3

Organisations covered by 
multi-employer collective 
agreements

40.4 38.1 36.9 38.1 – –

Agreed average wage 
increase

36.7 23.5 27.2 13.5 – –

Agreed average nominal 
wage increase

6.3 5.4 3.5 3.7 – –

Source: Eurofound (2011), ISPP Slovakia 2013.
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The Hungarian case clearly shows the dramatic decline in the number 
and coverage of annual wage agreements between 2001 and 2008, es-
pecially in company-level bargaining. Unfortunately, there is a break in 
offi cial statistics at 2009, since when much higher fi gures are found. In 
recent years, data processing has been based on collective agreements’ 
‘provisions on wages’, which in practice means wage premiums for dif-
ferent working conditions (overtime, shift-work, on-call, work at week-
ends), and/or multipliers in collective agreement scales, although the 
latter is very rare in Hungarian collective agreements. Obviously this 
does not concern the annual wage agreement, which was registered un-
til 2008 and the focus of our scrutiny. Nonetheless, this statistical bias 
–which nobody appears to have noticed before– indicates that collec-

Table 14 Wage agreements and their coverage in private sector, Hungary*

Multi-employer agreements Single employer agreements

Number of 

agreements

Number of 

employers 

covered

% of employ-

ees covered

Number of 

agreements

% of employ-

ees covered

2001 19 181 3.6 471 13.7

2002 18 172 4.0 531 14.9

2003 22 243 4.7 545 16.8

2004 19 145 1.3 515 18.1

2005 40 145 1.8 298 8.8

2006 44 162 2.2 302 7.8

2007 40 147 1.7 214 8.9

2008 45 150 2.1 202 5.1

2009 62 2 350 10.5 785 20.7

2010 68 2 460 11.6 905 22.7

2011 68 2 199 9.7 888 22.5

2012 73 1 942 10.5 863 22.9

2013 74 1 096 8.8 874 23.2

Note: * Until 2008, the data relate to the number of ’wage agreements’ concerning the next year’s 
average wage increase, in the typical case. In and aft er 2009, the fi gures relate to stipulations within 
collective agreements, which aff ect the remuneration of workers (including long-term agreements 
on wage supplements, bonuses, premia, non-wage benefi ts and rights and responsibilities connected 
with wage payments).
Source: Collective agreement registry, Centre for Social Dialogue.
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tively agreed wages are far from being the focus of economic policy or 
academic interest in Hungary, despite the hype concerning ‘competi-
tiveness’. As mentioned in our methodological annex, the agreed values 
of wage agreements have not been processed since 2004. Interestingly, 
in the early 1990s wage agreement statistics were published because at 
that time governments were worried about wage infl ation, following the 
elimination of central administrative wage control inherited from state-
socialist economic governance. As to the other countries, collectively 
agreed wages are of most interest in the Czech Republic, while Slovakian 
statistics and economic analyses focus on labour cost development as a 
component of competitiveness. 

It is diffi cult to discuss collectively agreed wages in these countries. First 
of all, because annual wage agreements with wide coverage exist only in 

Table 15 Collectively agreed nominal wage increases in selected sectors (%)

Czech Republic Slovakia Hungary 

All Metal Civil 

service

All Metal Local 

govern-

ment

All, recommended 

range by OÉT/VKF

1999 8.2 7.9 11.1 – – – 12.0–15.0

2000 5.1 5.1 6.9 – – – 8.5–11.0

2001 5.2 5.3 14.6 – – – no agreement

2002 5.2 5.2 9.8 – – – 8–10.5

2003 4.1 4.1 8.5 – – – 4.5 real wage

2004 3.8 3.8 7.2 7.0 7.0 7.0 7.0–8.0

2005 3.9 3.9 5.5 6.0 7.0 4.0 6.0

2006 3.9 4.0 5.1 5.8 5.8 6.4 4.0–5.0

2007 4.2 4.2 4.9 6.4 6.5 6.5 5.5–8.0

2008 5.4 5.8 4.1 6.3 7.1 4.4 5.0–7.5

2009 4.4 4.0 4.5 5.4 5.0 5.5 3.0–5.0

2010 3.1 2.8 4.2 3.5 3.5 1.7 0.0 real wage

2011 2.9 2.9 – 3.7 3.7 3.4 4.0–6.0

2012 2.8 2.8 – 3.6 3.6 2.8 no agreement

2013 2.8  –  – 3.5 – – 0.0 real wage

Source: Eurofound EurWork Collective wage bargaining database.
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the Czech Republic; their coverage is much narrower in the other coun-
tries. Second, the available data sources are not appropriate for the eval-
uation of agreed wage development, especially in Hungary since 2009. 
Nonetheless, the Czech and Slovak sources are suffi cient for indicating 
the annual agreed increase for the whole economy and for certain indus-
tries. Hungary is the most problematic case, as we know that the cover-
age of genuine wage bargaining at sectoral and company level is very 
small; moreover, the statistical data are missing or biased. That is why at 
most the annual wage increase recommendation can be used (typically 
a range of nominal or real increases), issued by the national tripartite 
forum. 

Box 1  Diff erent methodologies for collecting data on collective 
agreements and collectively agreed wages

In the Czech Republic the Ministry of Labour and Social Aff airs (MoLSA) annually 

publishes statistics on collective agreements (see: http://www.mpsv.cz/en/3390 or 

http://www.kolektivnismlouvy.cz/indexEN.html). The actual data provider is Trexima 

s. r. o., Zlín, which runs the Information System on Working Conditions (ISWC; Infor-

macní systém o pracovních podmínkách, ISPP). This system is not a full register; it is 

claimed to be a regular annual survey of wage and working conditions negotiated 

in collective agreements for the relevant year. However, the sample lacks any repre-

sentativeness criteria, thus the database is rather a collection of all available agree-

ments. The input data are basically entered into the system electronically by means of 

the acquisition programme EKS; in other words, the participating 25–27 trade unions 

themselves upload the data from their agreements. ISWC has been updated every year 

continuously since 1993, therefore ‘panels’ of collective agreements are available. The 

rest of the data come from direct collection of collective agreements. The data collec-

tion embraces both company and sectoral collective agreements. The scope of the data 

collection is wide, including wages and tariff s, employee remuneration, annual bo-

nuses, working hours and holidays, changes in employment, working conditions, wage 

supplementary charges and other wage components, cooperation of contracting par-

ties, employment rate, personnel development, fair treatment, health and safety. The 

database is divided into agreements concluded by private companies and public service 

and administration organisations (on the latter there is only limited information) Al-

though the size of the database is impressive (in 2013 1 727 company-level collective 

agreements from 26 diff erent trade unions, and 22 higher level collective agreements), 

it is diffi  cult to obtain coverage data (in terms of the percentage of the whole work-

ing force/all employers) and data on provisions. Trexima publishes the results of data 
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processing annually; the numerous tables contain the major data of wage agreements 

and other issues agreed. They include detailed data on collectively agreed annual wage 

tariff s. However, the published fi gures mainly show the penetration rate as a percent-

age of all (collected) agreements, simple (non-weighted) averages of agreed values or 

the tables arranged by trade unions and by regions. Trexima publications lack averages 

for industries and for the whole economy, although it is possible to obtain them, as 

they appear in the publications of MoLSA and on the EIRO webpage. 

In Slovakia data on collective agreements come from the Information System on Work-

ing Conditions (ISPP) Trexima, s.r.o Bratislava (www.trexima.sk); annual results are pub-

lished on the website of the Ministry of Labour, Social Aff airs and Family (MPSVR SR). 

(In Slovakian only: Informacný systém o pracovných podmienkach v roku 2013; www.

trexima.sk/new/download/ISPP_2013.pdf.) Contrary to the Czech case, the Slovakian 

survey has a pre-defi ned representative sample of selected companies with and with-

out collective agreements. For instance in 2011 it embraced 5 088 organisations with 

809 503 employees, which amounts to 34 per cent of total employment in the econ-

omy. Naturally, only a fraction of such organisations have local collective agreements, 

their number being about 1 600–1 800 (it fl uctuates a little in individual years), cover-

ing about 250 000–270 000 people. The Trexima survey in certain years also includes 

other information on company-level industrial relations, for instance, the presence of 

trade unions and works councils, whether the organisation is covered by company level 

and/or multi-employer collective agreements, whether a union offi  ce is provided by 

the employer and the trade union chair is paid by the employer, trade union benefi ts 

for members, employer’s deduction of union dues. However, the survey focuses mainly 

on labour costs and their various components (wage tariff s, minimal hourly wage, vari-

ous wage supplements, contribution to diff erent insurance funds, occupational safety 

and health costs, the cost of company welfare/Social Fund, severance pay). The an-

nual publication includes numerous tables; they include detailed data on collectively 

agreed annual wage tariff s. However, the fi gures in the tables show the percentage of 

each item in the sample, or the simple (non-weighted) average of values; there is no 

coverage information. No information is available about the share of surveyed collec-

tive agreements in all collective wage agreements. Most of the tables show the results 

by trade unions and by industries. The Ministry of Labour, Social Aff airs and Family 

(MPSVR SR) maintains a register of sectoral agreements, the text of the agreements 

are downloadable from the webpage (only in Slovakian). In 2012 a total of 18 sectoral 

(master) collective agreements were fi led at MOLSAF, as well as fi ve addenda to the 

agreements.

In Hungary only sectoral and company-level annual wage agreement data were col-

lected and the related statistics were published annually between 1992 and 1996. The 
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system was changed in 1997, when a government decree required compulsory regis-

tration of collective agreements. First the register was run by the Ministry of Labour, 

now the successor Information System for Labour Relations (Munkaügyi kapcsolatok 

információs rendszere) is run by the Social Dialogue Centre of the national headquar-

ters of the public labour administration (www.mkir.gov.hu). In theory it should be a full 

register of all single-employer, multi-employer and sectoral agreements, separately in 

the private and public sectors, also showing the chronology of events (concluding new 

agreements, amendments and termination), both for currently valid and terminated 

agreements. For data input the Ministry issued a very detailed questionnaire on the 

contents of the agreements. However, in practice the register fails to provide reliable 

information mainly due to the very low level of compliance. Although a decree requires 

the reporting of all events, in practice there is no sanction for non-compliance. An-

other problem stems from the inappropriate treatment of stock and fl ow data in the 

register: if a sector/company once registers its agreement it is deemed to be valid until 

its termination is reported or until expiry in case of contracts for a limited period. As 

a consequence, the register still contains a large number of agreements last reported 

more than 10 years ago. Even if these agreements formally exist, their outdated stipu-

lations are hardly useful at the workplace due to the changing legal background or 

consumer price infl ation in case of wage agreements. Even if compliance is better, fl ow 

information are missing, for example, the number of agreements containing changes 

in a certain period. 

Until 2004 the Ministry published annual reports (in Hungarian only) on collective 

agreements and wage agreements, which contained detailed tables on the number 

and coverage of diff erent agreements, penetration of diff erent provisions and agreed 

wages (annual increase, company minimum wage, wage tariff s, non-wage elements of 

remuneration). Since then, only the list of registered collective agreements and on-line 

tabulation on the number and coverage of diff erent agreements and the penetration 

of various provisions are available. Unfortunately such predefi ned tables do not include 

collectively agreed wages for a couple of years. (The latest available data on wage 

agreements refer to 2004.) Extended sectoral collective agreements and the related 

administrative documents are also available on the webpage of the registration system. 

Texts of other agreements are rarely available, as it depends on the parties whether 

they consider them public or confi dential.
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4.2  Labour economics research about the labour market impact 
of collective bargaining

Academic research uses data on collective agreements in many ways. 
A simple research design compares statutory minimum wages and col-
lectively agreed wages and investigates whether unions are able to use 
the leverage of the national minimum wage. For instance, such fi ndings 
on Hungary clearly demonstrate the political infl uence –the will of the 
government to intervene– on national minimum wage agreements and 
extension in the case of the construction industry. Skilled workers and 
masters’ premiums grew when the government pushed the social part-
ners to reach agreement; then, as the crisis unfolded and the govern-
ment’s legitimacy eroded, the premium gradually vanished. 

Several sets of statistics use a simple approach to investigate wage drift, 
namely the gap between agreed wages and actual wage developments. 
More sophisticated research designs, using large, matched employer–
employee datasets, investigate the union wage gap, that is, the individual 
wage differences between unionised and non-unionised settings, while 
several individual and company variables are controlled for (Neumann 
2002; Rigó 2013). For instance, Magda et al. (2012) found in the Czech 
Republic, Hungary and Poland that sectoral agreements increase wages 
for low-skilled workers, while company agreements increase medium- 
and high-skilled wages. However, the union wage premium is unevenly 
distributed between cohorts, with substantial cross-country variation. 
Wage premiums are concentrated in the transitional cohorts in the 
Czech Republic and Poland and, to a lesser extent, in the pre-transitional 
cohort in Hungary. 

Although not directly, collectively agreed wages were investigated by 
Gal et al. (2013); their results are strongly correlated with the unions’ 
weak bargaining power in Hungary. There, labour market institutions 
and the level of employee protection allow companies to pursue wage-
adjustment strategies. Following the global crisis of 2008, while wage 
adjustment was most signifi cant in Hungary among the 24 investigated 
OECD countries, employment adjustment was last but three. (Unfortu-
nately the Czech Republic and Slovakia are missing from the sample).
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Figure 15 Interplay between minimum wage and agreed wages (construction)

Source: Bosch et al. (2012).
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Conclusion

The three countries have similar historical, political and economic back-
grounds. Current economic development trends also show a lot of com-
monalities. They are still low wage countries in comparison with the EU 
average, and wage and social harmonisation, strongly expected at the 
time of EU enlargement, has been fading. On the other hand, this does 
provide them with something of a comparative advantage: low labour 
costs and relatively well qualifi ed workers. While the relative gap in wage 
costs between the euro zone and Hungary widened from 2008 to 2013, 
the gap fell slightly with regard to Slovakia and the Czech Republic. 

In all three countries, although in different ways, successive govern-
ments have deliberately used income policy tools in relation to which the 
social partners have little or no infl uence, such as taxation, minimum 
wage setting and regulation of social transfers. Though institutionalised 
tripartite bodies of social dialogue exist in all three countries, with re-
gard to wage determination policies ideological and political standpoints 
are sometimes stronger than economic necessities; the national-level tri-
partite dialogue is driven by political forces and interests rather than by 
economic needs. There are many examples of the ruling political forces 
being unwilling (or only formally) to negotiate with the social partners. 

As far as the social cost of pursuing low wage policies is concerned, in-
come distribution is highly unequal, particularly in Hungary and Slova-
kia (not least due to the introduction of fl at taxation). The Gini coeffi cient 
of disposable income (after taxation and transfers) shows signifi cantly 
increasing inequality particularly in Hungary and stagnation in Slovakia 
and the Czech Republic between 2008 and 2013. The proportion of peo-
ple at risk of poverty is much higher in Hungary than in the other two 
countries. In this respect the Czech Republic is in the best situation, also 
in comparison with the EU average. (While in 2011/2012 the propor-
tion of severely materially deprived people was around 6 per cent in the 
Czech Republic and 10 per cent in Slovakia, in Hungary around 25 per 
cent of the population was affected.)

In these countries both trade unions and employers’ organisations are 
relatively weak; their organisational strength is even decreasing. Not 
surprisingly the level of industrial action is comparatively low. In the 
Czech Republic and Hungary bargaining takes place predominantly at 
company level. Despite the prevailing decentralisation trend, in Slovakia 
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during the crisis sectoral bargaining remained intact, although employ-
ers attempted to opt out from sectoral bargaining as they communicated 
to adapt ‘tailor-made anti-crisis measures’. According to trade union 
sources and research coverage of collective bargaining, and especially 
that of wage agreements, decreased during the economic crisis. 

Collectively agreed wages are of policy relevance mainly in the Czech 
Republic, while Slovakian statistics and economic analyses focus on la-
bour cost development as a component of competitiveness. Nonetheless, 
Czech and Slovak sources are suffi cient for indicating the annual agreed 
increase for the whole economy and for certain industries. In this respect 
Hungary is the most problematic case, as we know that the coverage of 
genuine bargaining on annual wage increases is very small at sectoral 
and company level; moreover, statistical data are missing or biased.

Development of wages and collective bargaining in central and eastern European countries
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Annex

Infl ation, annual average rate of change (%)

Labour productivity per hour worked (% change over previous period)

Exchange rate (annual averages, national currency/EUR)

Average gross monthly nominal wage (national economy, and national currency)

2008 2009 2010 2011 2012 2013

Hungary 6.0 4.0 4.7 3.9 5.7 1.7

Czech Republic 6.3 0.6 1.2 2.1 3.5 1.4

Slovakia 3.9 0.9 0.7 4.1 3.7 1.5

Source: Eurostat.

2008 2009 2010 2011 2012 2013

Hungary 2.6 –3.6 0.5 0.4 2.9 0.9

Czech Republic 0.4 –1.5 1.7 1.8 –0.9 –0.2

Slovakia 2.3 –2.3 4.4 2.0 2.0 2.8

Source: Eurostat.

2008 2009 2010 2011 2012 2013 2014

1st 

quarter

Hungary (HUF) 251.51 280.33 275.48 279.37 289.25 296.87 307.90

Czech Republic 
(CZK)

24.95 26.44 25.28 24.59 25.98 25.15 27.50

Slovakia (SKK) 31.26

Source: UNECE 2014.

2008 2009 2010 2011 2012 2013 2014

1st 

quarter

Hungary (HUF) 177,738 183,804 188,048 197,911 208,677 215,676 229,817 

Czech Republic 
(CZK) 

22,592 23,344 23,864 24,455 25,112 25,074 24,806 

Slovakia (EUR) 723 744.5 769 786 805 824 821 

Source: National statistical offi  ces.
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2008 2009 2010 2011 2012 2013

Hungary 1.3 –3.5 –3.4 1.3 –0.9 1.7

Czech Republic 0.7 0.2 –0.7 –6.4 – –

Slovakia 3.5 3 2.7 –1.1 – –

Source: Hungarian Central Statistical Offi  ce; ILO Global Wage database. 


