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1
Basic principles

1.1 COLLECTIVE AGREEMENT AS
CENTRAL REGULATING INSTRUMENT

Bargaining policy in Germany is an integral
part of a differentiated social and political
regulation framework. In terms of their ap-
plication and the fields they cover, the two
central social policy regulation forms or in-
struments – legislation and collective
agreements – are not clearly demarcated
from one another. In many cases, collec-
tively agreed provisions have been the his-
torical forerunners of generalised legal
regulations. By the same token, bargaining
policy components have been added to
many legal regulations. Today, we can di-
vide the overall activities in this area into
three broad fields:

– Social welfare issues (illness, pensions,
disability, unemployment) are mainly reg-
ulated by law. This is an area in which col-
lective agreements have resulted in im-
provement of the statutory benefits in on-
ly a few cases.
– Legislation in the field of employment
relationships and working conditions stip-
ulates a range of minimum standards (ter-
mination periods, working hours, and
work and health safety, for example). In
nearly all areas, however, there are collec-
tively agreed provisions that supplement
and improve (considerably, in some cases)
the statutory minimum standards.
– Working and income conditions are al-
most exclusively regulated by collective

sociations to safeguard and improve work-
ing and economic conditions is guaranteed
to everyone and to all trades and profes-
sions.” Freedom of association is designed
to ensure that dependent employees enjoy
equal access to participation in the shaping
of working and economic conditions. The
basic right of freedom of association not
only applies to the individual but also pro-
tects the association itself (as well as its ac-
tivities).Absolute priority is assigned to the
autonomous regulation of working and
economic conditions by the bargaining
parties. The status of bargaining autonomy
reflects the particularly prominent position
of the bargaining parties in the German Ba-
sic Law. The importance of the instrument
of the collective agreement itself is also em-
phasised. The German Collective Agree-
ments Act lays down the general conditions
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The German system of collective bargaining is under enormous pressure to adjust to changing circumstances. During the last decade,
German reunification, the economic crisis, structural changes in society, and the fierce political offensive launched by opponents of the
“collective bargaining cartel” have led to noticeable changes in collective agreements in particular and bargaining policy in general.
Despite these factors, the basic principles of the system have remained stable and workable to date. The sector-wide association-level
collective agreement is still the primary instrument for regulating working and income conditions. The following article will outline
the basic principles of the collective bargaining system and the political and legal framework for the activities of the collective bargaining
parties.

agreements. There are exceptions, however
(minimum wages in line with the Posted
Workers Act, for example).

Trade unions and employers’ federations
play a key role not only in the negotiation
of working and income conditions in the
stricter sense but also in the overall shaping
and development of the social welfare state.
Both social partners represent the interests
of their members and contribute ideas in
many ways and on many action and deci-
sion-making levels of the political process.
They exert an influence on the drafting of
new laws and regulations, the introduction
of this legislation, and ongoing implemen-
tation over time. In this connection, the
process of “social self-administration”plays
a central role in the major branches of the
social insurance system. Trade unions and
employers’ federations also have firmly de-
fined functions and rights in the area of
vocational training. One of the main con-
sequences of this is the existence of a close-
knit network of contacts and discussion
platforms as well as hands-on cooperation
of both a formal and informal nature be-
tween the two social partners or their re-
presentatives in numerous political fields –
and this cooperation has at least indirect
effects on bargaining policy.

1.2 FREEDOM OF ASSOCIATION
AND BARGAINING AUTONOMY

The principle of bargaining autonomy en-
joys a key status in the German system of
industrial relations and can be derived
from the principle of freedom of associa-
tion outlined in Article 9 Para. 3 of the Ba-
sic Law, which states:“The right to form as-
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and requirements for the activities of the
bargaining parties and the collective agree-
ments. There are no legal regulations gov-
erning strikes and lockouts. The decisive
restrictions and limitations are based on
the wide-ranging legal rulings of past
decades. The rulings of judges are the key
source of legislation in the field of bargain-
ing policy. The employers’ federations and
trade unions exert a major influence on the
system of bargaining policy in the Federal
Republic of Germany. Their organisation-
al make-up and their day-to-day duties are
characterised by specific structures that
distinguish them – in some cases, marked-
ly – from the corresponding associations in
the other countries of Europe.

2
Agents and framework for
action

2.1 EMPLOYERS’ FEDERATIONS

The private-sector companies in Germany
organise the representation of their inter-
ests through three different systems:

– The primary job of the entrepreneurs’ as-
sociations is to represent the economic pol-
icy interests of their members vis-à-vis the
world of politics and the public at large.
These associations are pooled in the Feder-
ation of German Industry (BDI).
– As public-law organisations, the cham-
bers of industry and commerce and craft
chambers represent economic policy inter-
ests on local and regional level.
– The chief job of the employers’ federa-
tions is to represent the social policy inter-
ests of the companies, and these federa-
tions are therefore also responsible for col-
lective bargaining policy.

The Confederation of German Employers’
Associations (BDA) is made up of 46 na-
tional special-interest associations, each of
which in turn represents up to 20 member
associations. In the BDA, the process of po-
litical opinion formation takes place not
only in the special-interest associations but
also via the land associations, which in turn
represent the interests of the regional spe-
cial-interest associations. In the area of col-
lective bargaining, the BDA performs a
general coordinating function but – like the
DGB umbrella organisation of the trade

unions – does not sign any collective agree-
ments. This is the job of the special-inter-
est associations. Two of the major political
players in the BDA are without doubt the
national industry associations for the met-
alworking industry (“Gesamtmetall”, the
umbrella organisation of the 13 regional
employers’ federations in the metalworking
industry) and the chemical sector (Federal
Chemical Employers’ Federation, also with
member federations). Membership in the
employers’ federations is voluntary, and it
is difficult to determine the exact degree of
organisation. Several years ago, it was esti-
mated at around 80 % in west Germany,
and the figure is considerably lower in east
Germany. In recent years, many associa-
tions have introduced the option of mem-
bership without collective agreement cov-
erage, partly in the form of so-called “OT
associations”, in order to encourage associ-
ations who do not (or no longer) want to be
bound by collective agreements to remain
members.

2.2 TRADE UNIONS

By far the biggest German umbrella organ-
isation for trade unions is the German
Trade Union Federation (DGB) compris-
ing 8 individual trade unions. The DGB
trade unions are unified trade unions
structured according to the principle of in-
dustrial organisation. This means that:

Unified trade unions represent both
blue-collar and white-collar employees and
comprise more than one ideological/polit-
ical tendency. The industrial organisation
principle (as opposed to the vocation-
based organisation principle) means that
only one trade union is responsible for rep-
resenting the employees in a particular
company and in a particular economic sec-
tor.

The DGB unions have around 7.7 mil-
lion members, equivalent to a unionisation
rate of around 30 % of dependent employ-
ees. Unionisation rates differ widely by sec-
tor, region and size of company; the per-
centage of members is highest in the tradi-
tional (blue-collar) industries like steel,
mining or metalworking, and is lowest in
the (white-collar) service sectors. The
biggest individual trade union is the ser-
vices union (Vereinte Dienstleistungsge-
werkschaft ver.di) with around 2.7 million
members, followed by Industriegewerk-
schaft Metall (IGM) with just under
2.6 million members, the mining, chemi-

cals and energy trade union Industrie-
gewerkschaft Bergbau, Chemie, Energie
(IG BCE) with 800,000 members, and In-
dustriegewerkschaft Bauen-Agrar-Umwelt
(IG BAU – construction, agricultural and
environmental union) with 700,000 mem-
bers. In the field of public service, the
Deutsche Beamtenbund (DBB) union is a
major force with around 1 million mem-
bers.

The responsibility for collective bar-
gaining lies with the individual trade
unions, and the DGB plays a coordinating
role in this area. In practice, the role of the
DGB in the area of bargaining policy is
mainly limited to guaranteeing the regular
exchange of information between the trade
unions and, where necessary, the provision
of support for individual bargaining
rounds through suitable PR activities, in-
formation campaigns etc.

2.3 THE STATE

The state – be it the government, individ-
ual ministries or other institutions and
bodies – has no official function in the area
of general bargaining policy. Nevertheless,
all governments – regardless of political
colour – exercise a direct or indirect influ-
ence on the collective bargaining parties. In
particular, this influence takes the form of
government forecasts and statements on
the economic development of the country,
often in combination with general recom-
mendations for the bargaining parties.
Since the less-than-productive experience
with the “Concerted Action” programme
in the seventies, when government, collec-
tive bargaining parties and the Bundesbank
met at regular intervals to discuss and co-
ordinate general guidelines for economic
and income policy, the trade unions have
reacted extremely sensitively to open at-
tempts by the state to exert an influence on
collectively agreed income policy. The “Al-
liance for Jobs” created by the Social De-
mocrat-led government in 1998 and com-
prising the employers’ and industry associ-
ations, trade unions and the government
also failed – not least as a result of conflicts
over whether and in what form the alliance
was to reach agreements on wage policy.

As a public sector employer, however,
the state plays an officially recognised and
active role in bargaining policy in the guise
of the authorities at national, land and lo-
cal level. One reason this role should not be
underestimated is that income levels are
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determined by the state for around 4 mil-
lion employees (including civil servants) in
the public service sector (west Germany).

2.4 COMPANIES

The German system of labour relations is
characterised by a dual structure: While the
trade unions act as interest-representing
bodies at supra-company, sectoral level,
this function is fulfilled at company level by
the works councils (or the staff councils in
the public sector).These bodies are not
trade union bodies but represent the entire
workforce. Works councils currently exist
in Germany in around 11 % of companies
covering around 48 % of employees; in
companies with 21 and more employees,
works councils exist in around 37 % of cas-
es and cover around 66 % of employees.
Around 75 % of the works council mem-
bers are members of the DGB trade unions.
This high rate of unionisation indicates
that the overwhelming majority of works
councils see their work within the context
of the overall objectives formulated by the
trade unions. At the same time, however,
the fact that they are elected by the work-
force ensures broadly based legitimisation
that creates wide-ranging independence
(and not only in formal terms). In line with
the stipulations of the Works Constitution
Act, the works councils possess not only in-
formation and participation rights but al-
so specific codetermination rights in “so-
cial matters” (in particular in the area of
work regulations, working hours, incomes
and performance criteria). Works councils
are obliged by the Works Constitution Act
to enter into “cooperation in good faith”
with the employers; labour disputes be-
tween employers and works councils are
inadmissible.

Particularly in bigger companies, the
trade unions have built up a network of
trade union workplace representatives
elected by the trade union members in the
company. Their job is to inform the work-
force about the ideas and objectives of the
trade unions, to promote trade union
membership in the company, and to fur-
ther trade union objectives at company lev-
el – and this can also entail instruments
that are part and parcel of labour disputes
(such as strikes). There are often personnel
overlaps between works councils and the
bodies of union workplace representatives.

2.5 CODETERMINATION

The representation of interests by the
works councils at company level is supple-
mented by the practice of codetermination.
In the companies in the coal and steel in-
dustry, there has been equal representation
of employees on the supervisory boards in
line with the relevant legislation (the
“Montan” codetermination laws) since
1951; since the adoption of the Codetermi-
nation Act in 1976, employees have also en-
joyed almost equal representation on the
supervisory boards of big corporations
(with at least 2,000 employees) in the oth-
er sectors of the economy. In companies
with fewer than 2,000 employees (and, in
the case of GmbH limited liability compa-
nies, only from a minimum 500 employ-
ees), employee representatives make up on-
ly one third of the members of the supervi-
sory boards in line with the Works Consti-
tution Act.

3
Legal principles and basic
structures

3.1 COLLECTIVE AGREEMENTS ACT 

The basic formal principles for the collec-
tive bargaining system are laid down in the
German Collective Agreements Act. This
piece of legislation stipulates the following,
among other things: the parties to collec-
tive agreements are (exclusively) the trade
unions, individual employers (in other
words, companies) or associations of em-
ployers. Theoretically, national organisa-
tions like the BDA and DGB can also sign
collective agreements if they possess the re-
quired authorisation. The members of the
parties to the collective agreements are
bound by the agreements – until the col-
lective agreement in question expires. This
also means that a company cannot with-
draw from a collective agreement by with-
drawing from an association or federation.
The legal norms of the collective agreement
that cover content, signing and termina-
tion of the employment relationship apply
directly and with the force of law to the
parties to the collective agreement. The col-
lective agreement also takes precedence
over other (e.g. company or individual)
provisions. The Works Constitution Act
states expressly that “income from work

and other working conditions that are gov-
erned or usually governed by a collective
agreement cannot be the subject of a com-
pany-level agreement.” However, the bar-
gaining parties can limit this precedence
for specific areas by agreeing on “opening
clauses”. After a collective agreement ex-
pires, its legal standards continue to apply
until they are replaced by another agree-
ment. The German Ministry of Employ-
ment keeps a collective agreement register
listing the signing, amendment and cancel-
lation of collective agreements as well as
declarations of extension.

3.2 EXTENSION OF COLLECTIVE
AGREEMENTS

As mentioned above, collective agreements
are directly valid only for the members of
the organisations that are party to the col-
lective agreements. The binding effect of
collective agreements can also be extended
to the employers who are not covered by
the collective agreement in question. The
instrument used to effect this – so-called
“extension” – is laid down in Section 5 of
the Collective Agreements Act. In agree-
ment with the bargaining committee
(comprising three representatives each
from the national organisations of the em-
ployers and the employees), the Federal
Minister for Employment can extend a col-
lective agreement (in other words, declare
the agreement to be generally binding) if
the employers bound by the collective
agreement employ at least 50 % of the em-
ployees in the area covered by the collective
agreement and if extension is seen to be in
the public interest. The classic function of
the extension instrument is to prevent un-
fair competition and wage dumping by
third parties who are not members of the
bargaining parties as well as to create so-
cially appropriate working conditions for
“outsiders”. It also serves to secure the func-
tionability of joint institutions of the bar-
gaining parties (such as the social fund in
the construction industry) and to support
implementation of legislation (for a more
detailed analysis, see the article by Bispinck/
Kirsch in this journal).

3.3 REGIONAL AND COMPANY-
LEVEL COLLECTIVE AGREEMENTS 

One of the typical features of the bargain-
ing system in Germany is the regional or as-
sociation-level collective agreement between
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dustries dominated by a small number of
companies like the mineral oil industry and
aviation, for example, in-house collective
agreements are the most relevant type of
agreement. They also play an important
role in the energy industry. Many compa-
ny-level collective agreements are “recogni-
tion collective agreements” – in other
words, they adopt the provisions of the cor-
responding regional collective agreement.

In west Germany, collective agreements
cover around 53 % of companies and
around 76 % of employees, compared to 
33 % of companies and 63 % of employees
in east Germany.

3.4 TYPE AND FREQUENCY OF
COLLECTIVE AGREEMENTS

The broad range of topics that are suitable
subjects for collective agreements have led
to the creation of a high number of differ-
ent kinds of collective agreements that have
different names in different trade unions.
We can, however, distinguish between the
following typical kinds of collective agree-
ment:

– Collective agreements on pay: these agree-
ments govern the level of basic collectively
agreed remuneration in the form of wage
and salary tables. The agreements can also
cover apprenticeship remuneration, al-
though this remuneration is often also laid
down in separate agreements. The remu-
neration-based collective agreements gen-
erally have a duration of one year.
– General collective agreements on pay:
these collective agreements stipulate the
various wage/salary groups, define the
group characteristics, and regulate perfor-
mance-based payments. The number of
wage and salary groups differs widely from
sector to sector and union to union. There
are often 7 to 10 and more wage groups for
blue-collar employees, around 5 to 7 for
(commercial and technical) white-collar
employees, and 1 to 3 salary groups for
master tradespeople. In some areas, there
are joint remuneration agreements for
blue- and white-collar employees (chemi-
cals, energy, food processing etc.) 
– Framework collective agreements: these
agreements contain provisions of different
kinds that govern working conditions
(such as probation periods, notice periods,
duration and distribution of weekly work-
ing time, stipulations on night-time and
shift work, holiday, short-time work, and

sectors varies considerably. Whereas the
collective agreements for the metalwork-
ing industry cover several sectors, for ex-
ample, including vehicle construction,
plant engineering, electrical goods, ship-
yards, aerospace, foundries etc., there are
four different agreement sub-sectors in the
comparatively small leather industry alone.

In addition to entering into regional or
association-level collective agreements, the
trade unions in Germany also sign compa-
ny-level in-house collective agreements with
individual companies who are not mem-
bers of an employers’ federation. Although
the absolute number of valid company-lev-
el collective agreements is relatively high,
they are still of comparatively little signifi-
cance in macroeconomic terms – but it
must be said that their importance can vary
considerably from sector to sector. In in-

a trade union and an employers’ federa-
tion. This agreement is valid for a sector or
parts of a sector and applies either to an in-
dividual region or throughout Germany.
This kind of collective agreement is legally
binding on the members of the employers’
federation as well as on the members of the
trade union entering into the agreement.
An employer who is bound by the collective
agreement is entitled to employ non-union
members at conditions that deviate from
those in the collective agreement – but litt-
le use has been made of this option to date.
In times of crisis, however, the possibility
cannot be ruled out that employees will be
willing to work for wages that are below the
collectively agreed levels.

There is a high level of sectoral differ-
entiation with around 300 different “agree-
ment sub-sectors”, but the size of these sub-

Table 1: Coverage of companies by collective agreements in west and
east Germany in 2001 – Percentage of affected companies –

Sectoral Company-level No collective agreement
collective collective (of which, orientation towards
agreement agreement a collective agreement)

Sector West East West East West East 

Agriculture etc. 43.3 11.4 2.1 3.7 54.6 (28.1) 84,9 (48.6)
Mining/Energy 60.8 64.8 8.4 21.1 30.8 (77.8) 14.1 (48.2)
Raw material processing 46.8 23.4 4.6 8.4 48.7 (68.6) 68.1 (41.6)
Capital goods 43.4 16.4 4.8 4.4 51.8 (52.6) 79.2 (54.7)
Consumer goods 50.8 17.4 3.5 10.3 45.6 (49.3) 72.3 (47.7)
Construction 65.3 31.4 0.9 7.1 33.8 (49.2) 61.5 (61.0)
Trade/Repair 50.2 20.5 2.6 4.3 47.2 (44.6) 75.2 (42.4)
Transport/Communications 42.2 11.6 7.1 11.2 50.7 (29.8) 77.2 (53.7)
Banking/Insurance 67.7 30.8 1.0 0.0 31.3 (51.7) 69.2 (20.1)
Services for companies 13.8 11.6 1.5 4.2 84.6 (31.8) 84.2 (33.0)
Other services 44.8 21.1 2.5 4.2 52.7 (42.9) 74.7 (51.0)
Non-profit institutions 39.0 46.3 6.5 6.6 54.5 (37.0) 47.1 (64.2)
Authorities/Social insurance 77.0 83.2 9.9 11.8 13.1 (33.8) 5.0 (65.1)

Total 44.6 22.1 2.9 5.5 52.5 (41.0) 72.4 (46.9)

Source: IAB company panel, 9th wave West/6th wave East, 2001.
Hans Böckler
Stiftung

Table 2: Coverage of employees by collective agreements in west and
east Germany in 2001 – Percentage of affected employees –

Sectoral Company-level No collective agreement
collective company (of which, orientation towards
agreement agreement a collective agreement)

Sector West East West East West East 

Agriculture etc. 56.4 19.9 2.6 8.2 41.0 (24.7) 71.9 (50.7)
Mining/Energy 84.1 76.5 12.7 17.8 3.2 (65.6) 5.8 (64.3)
Raw material processing 69.6 41.8 9.0 14.3 21.4 (67.2) 43.9 (54.8)
Capital goods 63.9 29.1 9.3 14.0 26.8 (67.4) 56.9 (57.4)
Consumer goods 68.7 31.4 7.7 14.1 23.5 (59.0) 54.5 (52.8)
Construction 77.6 43.0 3.0 8.5 19.4 (61.2) 48.6 (68.3)
Trade/Repair 66.0 36.3 4.7 7.8 29.3 (57.9) 55.9 (47.9)
Transport/Communications 57.0 24.1 17.5 39.0 25.5 (41.1) 36.8 (63.6)
Banking/Insurance 86.3 86.7 5.4 0.0 8.3 (61.2) 13.3 (39.1)
Services for companies 32.2 36.9 6.4 5.9 61.5 (36.1) 57.2 (43.0)
Other services 60.5 44.8 6.5 10.7 33.0 (56.5) 44.5 (59.7)
Non-profit institutions 45.2 34.0 11.4 18.3 43.4 (60.8) 47.7 (64.6)
Authorities/Social insurance 83.6 89.3 11.4 9.4 5.0 (47.8) 1.4 (56.9)

Total 63.1 44.4 7.6 11.8 29.3 (521.2) 43.8 (55.3)

Source: IAB company panel, 9th wave West/6th wave East, 2001.
Hans Böckler
Stiftung
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much, much more). The general and
framework collective agreements normally
have a duration of several years.

Alongside these collective agreement types
– which can also occur in combination in
practice – there are numerous further types
of collective agreement on special topics
like rationalisation, teleworking, monitor
workplaces, phased part-time retirement,
capital-forming payments, health and
work safety, further training, promotion of
women’s interests and so on. In many areas,
these issues are sometimes also regulated in
the general or framework collective agree-
ments.

At the end of 2002, the collective agree-
ment register at the Federal Ministry of
Employment listed around 57,300 valid
collective agreements throughout Ger-
many. Of the approx. 31,500 original col-
lective agreements (the remainder are par-
allel or amendment collective agreements),
around 37 % are association-level and
around 63 % company-level collective
agreements. The number of valid collective
agreements (collective agreement density)
in the various economic sectors differs
widely. The metalworking industry in west
Germany, for example, has more than 150
different regional collective agreements; in
contrast, the high number of collective reg-
ulations and benefits in the private insur-
ance industry are governed by seven collec-
tive agreements that are valid throughout
Germany.

3.5 STRUCTURE OF COLLECTIVE
AGREEMENTS 

Collective agreements generally have a
standard structure: they begin with the
names of the parties to the agreement – in
the case of regional collective agreements,
for example, the employers’ federation and
the trade union. In some cases, more than
one federation or trade union jointly sign a
collective agreement. This section is fol-
lowed by a definition of the scope of valid-
ity of the agreement. This comprises three
components: technical, geographical and
personal scope of validity. The technical
scope of validity outlines the economic sec-
tor or the sub-sectors for which the collec-
tive agreement is valid. There is frequently
also an indirect technical description that
makes reference to the member companies
of the employers’ federation signing the
agreement. The geographic scope of valid-

ity covers one or more German laender (or
parts thereof) or the region “west Ger-
many” or “east Germany”. There are mean-
while a number of collective agreements
that cover the whole of Germany. The per-
sonal scope of validity designates the em-
ployee groups covered by the collective
agreement; depending on the type of agree-
ment, these groups comprise blue-collar
employees, white-collar employees and ap-
prentices who are members of the trade
union signing the agreement. It is often the
case that specific groups of employees are
explicitly excluded from the agreement,
such as management executives – and oc-
casionally also those in marginal part-time
employment who fall below a certain num-
ber of working hours or a specific income
threshold.

Some collective agreements start with a
preamble which outlines the general objec-
tives and intentions of the agreement. This
preamble is then followed by the content-
based provisions of the agreement. Where
applicable, this section is followed by pro-
visions on the collective agreements or pro-
visions that are replaced by the new agree-
ment. The last section of the collective
agreement then generally lists the date the
agreement comes into effect, the earliest
possible termination date, and the period
of notice for termination. In general or
framework collective agreements, the pro-
visions are occasionally supplemented by
annexes or enclosures governing further
technicalities (such as work assessment
procedures, examples of wage/salary classi-
fications etc.). These annexes are part and
parcel of the collective agreement.

4
Bargaining rounds: 
from demands through 
to agreements

4.1 TEMPORAL RHYTHM

Wage and salary collective agreements are
generally signed for a period of one year.
The termination dates for the agreements

are spread throughout the year, and the
majority of agreements (70 % to 80 %) are
renegotiated within the first four to six
months of a year. In recent years, however,
the bargaining parties have frequently also
signed longer-term pay-related collective
agreements for two or more years.

In a highly developed industrial nation
like Germany, a country that is also highly
dependent on exports, the collective nego-
tiations and agreements in the manufac-
turing industry, and particularly in the
metal industry, are of great (and often of
standard-setting) importance. The (infor-
mal) overall responsibility for bargaining
therefore often lies in the hands of the 
IG Metall trade union; nevertheless, it is
generally the case that the annual agree-
ments vary considerably in terms of con-
tent, and this reflects the differing econom-
ic circumstances in the various sectors of
the economy.

4.2 BARGAINING DEMANDS AND
OPINION FORMATION IN THE
TRADE UNIONS

Several weeks or months before the collec-
tive agreements expire, the debate begins in
the trade unions and companies on poten-
tial demands. In most trade unions, the
special bargaining departments put togeth-
er more or less comprehensive information
material during the initial phase of this
process. Occasionally, the executive com-
mittees of the trade unions also publish
specific recommendations on the level of
possible pay demands. In the process of
opinion formation, the past agreements,
the current and anticipated economic situ-
ation of the sector in question as well as of
the overall economy, and the development
of the cost of living all play an important
role. The trade unions traditionally base
their pay demands on three elements:
compensation for expected inflation, par-
ticipation in the increasing economic
strength of a sector as expressed in the
growth of productivity, and an additional
“redistribution component” designed to
correct the relationship between profits
and employee remuneration in favour of

Table 3: Duration of collective agreements on pay (in months)
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

West 14.0 13.4 15.1 16.2 16.8 12.7 13.8 21.5 14.1 18.1 
East 4.7 23.3 16.4 19.7 

Source: WSI Collective Agreement Archive.
Hans Böckler
Stiftung
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dependent employees. This process of de-
bate and discussion culminates in a deci-
sion on demands by the relevant bargain-
ing commission made up of representatives
from the most important companies in the
area covered by collective bargaining.

4.3 NEGOTIATIONS

The pay-related collective agreements can
generally be terminated with notice of four
weeks; negotiations mostly begin shortly
after the agreements expire and normally
comprise several negotiating sessions cov-
ering a number of weeks. Difficult negoti-
ating rounds can sometimes last several
months. The overwhelming majority of ne-
gotiations are concluded without any
labour disputes. Far more frequent occur-
rences in this context are short-term work
stoppages and “warning strikes” with the
aim of exerting pressure on employers dur-

ing the negotiating process. Where applic-
able, the new collective agreement comes
into force with retroactive effect, ensuring
seamless continuity with the expired agree-
ment. In some cases, the bargaining parties
agree on lump-sum or one-off payments to
cover the period that has elapsed since the
preceding agreement, or they agree to one
or more “zero months” during which re-
muneration remains at the previous col-
lectively agreed level. As mentioned above,
the duration of the pay-related agreements
is generally 12 months, although – in recent
years – the trade unions have also shown a
willingness to enter into two- or three-year
collective agreements.

In many sectors with regionally struc-
tured agreement areas, such as the metal-
working industry, negotiations take place
more or less simultaneously in the various
areas, and it is not until well into the nego-
tiations that it becomes clear which region

will sign the first agreement. This agree-
ment is often then transferred to the other
agreement areas. While the overall volume
of the pay-related agreement normally re-
mains the same, it is not uncommon for the
different areas to adopt different structures
for their pay increases.

4.4 ARBITRATION

Even though, compared to other European
countries, the process of collective bargain-
ing in Germany has taken place with a rel-
atively low level of conflict (in terms of the
frequency and intensity of strikes) for a
number of decades, there have been a num-
ber of major labour disputes that represent
watersheds in the development of the col-
lective bargaining process. In most rounds
of negotiations, however, the parties suc-
ceed in reaching agreement without any
labour dispute. One instrument that is used
fairly frequently is arbitration. Following
the highly problematical experience with
the instrument of compulsory state arbi-
tration between the two world wars – and
particularly towards the end of the Weimar
Republic – the trade unions attached major
importance to voluntary provisions in this
area after the Second World War. As a re-
sult, the instrument of compulsory state ar-
bitration no longer exists. In many agree-
ment areas, this process has been replaced
by arbitration agreements that stipulate
precise procedures for arbitration to re-
solve negotiating conflicts. In line with
these provisions, one of the bargaining par-
ties can call for arbitration if the collective
negotiations do not end in agreement and
have been declared as failed. Automatic ar-
bitration is only provided for in exception-
al cases (in the construction sector, for ex-
ample). The arbitration commissions are
made up of equal numbers of representa-
tives of the negotiating parties and one or
two impartial chairpersons. If no agree-
ment is reached or if the proposal of the ar-
bitrator who is chairing the sessions is not
accepted, the process is terminated without
a result. Most arbitration agreements stip-
ulate compulsory initiation of proceedings
(with the exception of the metalworking
industry) but no obligation to reach an
agreement. In most cases, there is an oblig-
ation on the parties to maintain industrial
peace until the end of the arbitration
process.
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4.5 STRIKES

If collective negotiations fail (and if any ar-
bitration procedures have not provided a
result), the trade union can call a strike.
The right to strike is directly derived from
the freedom of association guaranteed by
the Basic Law and is an essential precondi-
tion for effective bargaining autonomy. The
right to strike is not covered specifically in
German legislation, but a series of differ-
entiated rulings by the Federal Labour
Court over the years have created a certain
degree of structure in this area. The most
important principles can be summarised
as follows:

– The strike must be geared towards an ob-
jective that can be regulated by collective
bargaining.
– The strike must not take place during the
period of obligation to maintain industrial
peace (period of duration of the collective
agreement or during arbitration proceed-
ings).
– The strike must be “sponsored”by a trade
union, or a trade union must retrospective-
ly take responsibility after the effect.
– So-called political strikes that are aimed
at prompting the state to take some form of
sovereign action are prohibited.
– The principle of appropriateness must
be observed. This means, for example, that
a labour dispute must be the last resort
(“ultima ratio”).
– Any necessary maintenance and emer-
gency work must be performed during the
strike.

Regular strikes are generally preceded by a
ballot requiring approval by at least 75 % of
the trade union members. Alongside regu-
lar strikes, it is also admissible to stage
short, limited “warning strikes”– even dur-
ing negotiations that are still ongoing and
have not yet failed, but not until the period
of obligation to maintain industrial peace
has expired. It is generally accepted that a
strike (temporarily) suspends the rights
and obligations arising from the employ-
ment relationship. These rights and oblig-
ations continue to exist but are without ef-
fect. There is, for example, no entitlement
to receive remuneration. However, the
trade union members receive from their
union a strike support payment that is, as a
rule, equivalent to two thirds of their gross
income. If the bargaining parties reach
agreement following a strike, the result of

negotiations is submitted to the members
for approval in a second ballot. A majority
of at least 75 % no-votes is generally re-
quired to reject the result of collective
negotiations.

4.6 LOCK-OUTS

In line with prevailing legal opinion, and
based on the principle of parity, the em-
ployers can make use of the instrument of
lock-outs. This means they can react to a
strike by the trade unions by implementing
a lock-out. This option is limited by the
rulings of the Federal Labour Court, and
the principle of appropriateness also has to
be observed in this case as well. If, for ex-
ample, less than 25 % of the employees in
an area covered by an agreement are called
on to strike, then a lock-out of 25 % of the
employees is admissible. The legal conse-
quences of a lock-out from the point of
view of the employees are the same as the
consequences of a strike. As trade union
members, they receive a strike support pay-
ment; however, this does not apply in the
event of a “cold lock-out” (suspension of
production outside the dispute area as a re-
action to strikes in the area in which the
dispute is taking place). In this event, the
amended Section 116 of the German Pro-
motion of Employment Act rules that em-
ployees outside the “dispute area” who are
indirectly affected by the strike are not en-
titled to receive unemployment pay if a de-
mand is made there that is identical in type
and scope to the main demand in the
labour dispute.

5
Outlook for future devel-
opment

During the last 15 years, bargaining policy
and the system of collective agreements in
Germany have been subjected to major
pressure for change. German reunification,
ever-fiercer international competition, and
persisting and still increasing mass unem-
ployment have resulted in far-reaching
changes in the political and socioeconom-
ic framework for (and not only for) bar-
gaining policy. The formerly solid societal
consensus regarding the regulation of
working and income conditions by means
of sector-based association-level collective
agreements (“regional collective agree-

ments”) is crumbling. Within the industry
and employers’ associations, there are in-
creasing calls for extensive dissolution of
sector-level collective agreements and
greater autonomy at company level in this
area. Radical market-oriented forces de-
manding the elimination of the “bargain-
ing cartel” are gaining ground. And where
the federations are sticking by sector-based
collective agreements, we can observe in-
creasing subject-based and regional frag-
mentation of the collective agreement
landscape. Only recently, for example,
some public sector employers have called
the uniform collective agreements that cov-
er the entire public service sector into ques-
tion, demanding specific agreements for
the individual German laender.

Against the backdrop of this change,
the bargaining parties have gradually re-
structured the collective agreements since
the end of the 80s – in sometimes highly
conflict-ridden disputes. One general trend
that runs like a thread through more recent
bargaining practices is the differentiation
and flexibilisation of collective agreements
and collectively agreed standards. The lee-
way for adapting collectively agreed provi-
sions and standards to company require-
ments has increased considerably. In some
sub-sectors. the “decollectivisation” of bar-
gaining policy is leading to a strong shift in
regulatory powers towards the company
level. This applies not only to new content-
based issues like qualification and further
training (topics that cannot be definitively
regulated by sector-level collective agree-
ments anyway) but increasingly also to lim-
ited or permanent deviation from collec-
tively agreed standards when companies
find themselves in severe difficulties. The
more widespread this development, the
greater the risk to the regulatory status of
the regional collective agreement. It is
therefore not surprising that the interest-
representing bodies at company level view
this development with a great deal of scep-
ticism. The majority of works and staff
councils adopt a critical-to-oppositional
attitude towards the decentralisation of
bargaining policy – out of fear of a shift in
the company-level balance of power to-
wards the employers. Whether the trade
unions will succeed in establishing a new
balance between collective bargaining pol-
icy and company-level agreements in the
coming years remains to be seen.

One question that remains open is the
future development of the relationship be-
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tween collective agreement-based and
statutory fixing of minimum standards. On
the one hand, collective bargaining is in-
creasingly taking on responsibility for so-
cial policy issues – such as implementation
of the legal regulations in the area of
phased part-time retirement and pensions.
On the other hand, there is a growing need
for statutory instruments to underpin

working and income conditions as well as
the system of collective bargaining per se.
At the same time, however, this is the main
target for the criticisms of the radical mar-
ket-oriented players in the overall process.
The demand for a “new autonomy” of
companies and the abolition of many of
the state regulations governing the labour
market calls the basic principles of the Ger-

man (and European) labour market mod-
els into question. As a result, the dispute
over the future development of the Ger-
man system of collective bargaining in gen-
eral and of the institution of the regional
collective agreement in particular is of fun-
damental significance.


