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Trade unions should
tread carefully

Please preserve the tradition of

cooperative wage negotiations!

Last year was not a good one for employees in Germany. Prices
rose by 7.9% in the course of the year. By contrast, nominal
wages climbed by just 2.3% by the third quarter. For full-time
employees, the increase was as low as 1.7%. The loss of real
purchasing power was higher than it had been for decades. Un-
ions exercised restraint in the face of the looming economic crisis
in the wake of feared energy shortages. That was responsible.

Are the levees about to break?

But possibly not for long. In early 2023, the unions seem to have
dug up the hatchet. There is a strike at Deutsche Post because
the company is resisting the 15% wage demand. The EVG rail
union is insisting on 12% wage increases. For 2.5 million federal
and local government employees, the services workers union
ver.di has 10.5% on the wish list.

Collective bargaining is currently affecting industries that were
not directly and massively impacted by the energy price shock.
Last year was different. Key negotiations were in the heavily ex-
posed chemical and metal processing industries. That may at
least partly explain the more aggressive stance this year.

At the same time, the demands are quite understandable. Infla-
tion is expected to reach on average 6% in 2023. Even the cur-
rent high wage demands would barely offset cumulative inflation.
If at all.

Gradualism instead of one-shot wage hikes

We have been spared the worst-case scenarios. Fear of physical
gas shortages no longer appear in the headlines. Nevertheless,
the German economy is sliding into recession. All players would
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be well advised to seek compromises that are compatible with
the fragile economic situation.

At the same time, the ECB is trying to avert a price-wage spiral.
Otherwise, inflation could become entrenched. And then interest
rates would have to stay even higher for longer, with predictable
consequences for the economy and the housing market (for
more on the latter, please return to this column next Friday).

A traditional strength of the German social market economy has
so far been the comparatively responsible relationship between
the collective bargaining parties. As a rule, agreement was
reached without massive labor disputes or large-scale industrial
action. That is quite different from the reality in some other coun-
tries (see figure overleaf). Two weeks ago, | reported from Lon-
don on the strike tsunami that had engulfed the UK. Such a de-
velopment should be urgently avoided in Germany. A sense of
proportion is now required from the collective bargaining part-
ners.

Wages will rise. But please not everything immediately!

2023 is a special year: we are likely to witness the first recession
with simultaneous full employment. That gives the unions a lot
of leverage. But it also gives them the certainty that they will not
have to give up this lever in the foreseeable future. That's be-
cause our aging population will cause labor shortages to worsen
for years to come (see To the Point! here).

The structural imbalance on the labor market will drive up wage
costs. That is almost certain. Employees can therefore afford to
stretch out their claims over a longer period of time. Not every-
thing has to be right now. The economy is still on the ropes.
Please, dear collective bargaining parties, keep the good tradi-
tion of cooperation and compromise alive in 2023.

Unions can af-
ford to stretch
demands over
several years
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