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1 The 2020 bargaining round: context and overview

The 2020 bargaining round took place in a context dominated by the Covid-19 pandemic and
its economic and social consequences. The lockdown introduced in March 2020 to combat
the pandemic led to an unprecedented economic slump, with an initial collapse in German
Gross Domestic Product (GDP) of almost 10 per cent. While the easing of Covid restrictions
in early summer resulted in a vigorous economic recovery, renewed controls introduced in
November 2020 culminated in a further, but this time comparatively mild, contraction (Dullien
et al. 2020). Overall, the German economy shrank by 5.3% for the whole year, a figure com-
parable with the 5.6% drop in GDP experienced in the most severe recession before that
during the 2009 financial crisis (Statistisches Bundesamt 2021).

The Covid crisis had widely varying impacts on different areas of the economy. Many
branches of industry suffered a severe initial effect due to the disruption of international supply
chains and a collapse in domestic and export demand. The second half of 2020 saw a strong
recovery, however, that was sustained despite the reintroduction of strict Covid restrictions
towards the end of the year. At the same time, and independently of the pandemic, a number
of industrial branches, and first and foremost the car industry — still the most important area
of manufacturing in Germany — are now engaged in a period of fundamental transformation
that poses major risks and uncertainties to many firms. And finally, the lockdown and the
continuing restrictions in force to curb the pandemic have triggered a crisis in many areas of
the service sector, and in particular hotels and hospitality, some parts of retailing, the whole
of the cultural and creative industries, and many others — branches in which companies are
now struggling for their very existence.

Conversely, many areas of the economy were not affected by the pandemic and, in some
instances, even gained from it. Notable beneficiaries included supermarkets, cosmetics,
grooming and health product retailers, online commerce and delivery services, online services
and software companies, and some parts of the food industry.

Finally, and not least, the pandemic revealed that many groups of ‘key workers’ were often
both badly paid and employed on high insecure terms and conditions.

2 Main settlements in 2020

Over the course of the 2020 bargaining round, trade unions affiliated to the DGB (German
Trade Union Confederation) concluded new pay settlements for some 10 million employees.
A further 8.8 million benefited from settlements agreed either in 2019 or in previous years,
including significant bargaining areas such as retail and regional (Land) government. By con-
trast, new settlements concluded in 2020 mainly involved branches in which no collective
bargaining had taken place in 2019.

The widely diverging fortunes of different areas of the economy during the Covid crisis was
mirrored in the considerable variation seen in the course of collective bargaining (Table 1). In
many of the bargaining areas most severely affected by the crisis, the trade unions either
initially refrained from terminating existing agreements or agreed to delay any imminent or
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ongoing negotiations, for the time being effectively freezing existing pay rates. In some
branches, the urgent priority was to conclude a crisis agreement to manage the consequences
of the pandemic and preserve jobs.

In the metalworking and electrical industries, for example, trade union IG Metall and the met-
alworking employers concluded a short-term crisis package in the form of a ‘Solidarity Agree-
ment’ under which existing pay rates would continue in force until the end of 2020, instead of
being renegotiated in spring as originally scheduled, with new provisions for topping up stat-
utory short-time benefit and additional days off for employees with dependent children. New
or improved provisions on short-time working and employer top-ups to statutory short-time
benefit were negotiated in many other branches. In addition, numerous supplementary col-
lective agreements were concluded at workplace and company level to implement agreed
provisions on employment security and, in some cases, temporary working time reductions
(with or without loss of pay) in order to forestall the need for redundancies.

The pandemic placed particular burdens and stresses on many groups of employees. During
the 2020 bargaining round, this was acknowledged in a large number branches in the form of
‘Covid Bonuses’ which the Federal government allowed to be paid free of tax and social se-
curity contributions up to a value of €1,500. Such arrangements were negotiated in construc-
tion, Federal and local government, and at Deutsche Post AG.

Table 1: Selected claims and settlements, 2020

Settlement Bargaining unit Claim Pay settlement 2020 2021/2022/2023 Duration
date
24,0220  Hotels and catering 3.6% average increase 3.1% average increase 24 months to
Saxony from 01/2020 from 01/2021 12/2021
03.03.20  Fast Food Chains €12 per hour 6-month pay pause 5.0% ab 01/2021 54 Months
minimum wage rate  6,4% from 07/2020 4.8% from 01/2022 to 06/2024
4.5% from 01/2023
4.3% from 12/2023
(in each case average
increase)
Staged rise for Grade 2 to
€12.00 per hour from 12/2023
19.03.20  Energy 6.1% 3.0% from 01/2020 2.5% from 4/2021 25 Months
North Rhine-Westphalia to 01/2022
19.03.20  Metalworking and No specified claim Continued application 9 Months
electrical industry of existing pay rates to 12/2020
North Rhine-Westphalia Employer to pay €350 per
employee into a fund to
alleviate employee
hardship, especially for
employees on statutory
short-time work.
24.03.20  Confectionery Full convergenceto  3.1% average increase 2.4% from 02/2021 22 Months
East pay rates applicable  from 02/2020 to 11/2021

in West German
regions; higher
increases for lower
grades via flat-rate
rises.
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Table 1: Selected claims and settlements, 2020 (continued)

Settlement Bargaining unit Claim Pay settlement 2020 2021/2022/2023 Duration
date

25./26. Deutsche Telekom ‘Fair’ pay rise witha  3-month pay pause 2.0% from 07/2021 24 Months

03.20 ‘social’ component 3.0/2.8/2.6% rises, to 03/2022

(le prOV'iSionS for the depending on pay grade
lower paid) from 07/2020

09.04.20  Volkswagen AG No specified claim Continued application 8 Months
of existing pay rates to 12/2020

07.05.20 & Private transport 5.5% Continued application  2.1% from 01/2021 24 Months

28.09.20 Brandenburg Full convergence with of existing wage and to 02/2022
(Freight forwarding & pay rates in Berlin. salary agreements (as
logistics) from 1.03.20)

10-month pay pause from
March-December 2020.

18.05.20  Printing Extension of current 1.0% from 08/2021 To 01/2022
wage agreement for 5
months and delay in
implementing pay
increases by 3 months;

2.0% from 09/2020
03.09.20  Construction 6.8%, and at least 8-month pay pause 2.1/2.2% (West/East) 14 Months
€230 per month 0.5% of agreed payasa  from 01/2021 to 06/2021
initial supplement to offset
travel-to-work costs
from 10/20
€500 ‘Corona Bonus'’ pay-
able by 11/20 at the latest
17.09.20  Deutsche Bahn AG Negotiations brought 10-month pay pause 24 Months
forward due to the 1.5% from 01/2022 to 02/2023
Covid pandemic with
agreement on
‘Partnership for Our
Railway’

23.09.20 Deutsche Post AG 5.5% 7-month pay pause 3.0% from 01/2021 31 Months
€300 ‘Corona-Bonus’,  2.0% from 01/ 2022 to 12/2022
paid in November Employee choice option to

convert pay rises into
additional time off.

25.10.20  Public sector 4.8% and at least 7-month pay pause 1.4% and a minimum of €50 28 Months
Federal government €150 per month ‘Corona-Bonus’ of upto  Per month from 04/2021 to 12/2022
and municipalities Separate negotiations €600 for the lowest 1.8% from 04/2022 with higher

for the health and grades, with lower sums  supplements for employees in
care sector for other grades. health and care sector of up
€300 per month.

04.11.20  Commercial cleaning €1.20 per hour rise in 2.4% from 01/2021 36 Months

the two grades in the 2.5% from 01/2022 t012/2023
agreement (1 & 6) 2.6% from 01/2023

that are subject to
statutory extension to
€12.00 and €15.30,
equivalent to
increases of 11.1%
and 8.5%. 6.5% for
other grades.

(in each case average rise)

Source: WSI Collective Agreement Archive
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In other branches either less affected by the pandemic or perhaps even economic beneficiar-
ies of it, ‘normal’ pay increases were negotiated. This included, for example, the energy and
water industry, the confectionery branch in East Germany and other areas of the food indus-
try, together with Deutsche Telekom and Deutsche Post AG, where settlements ranged be-
tween 2.5 per cent and 3 per cent. The above-average settiements in the chain catering and
food services branch and in commercial cleaning marked an important step in effecting a
fundamental readjustment upwards of the pay and status of these traditionally low-paid indus-
tries. Specifically, in fast food chains agreed pay levels will have been raised by nearly 28%
over the four years up to and including 2020 (Schulten and Specht 2020).

The 2020 bargaining around for the 2.3 million employees working in the public sector at
federal and municipal level, which took place in the autumn, had an especially high profile as
one of its main elements was to ensure that the many ‘key workers’ who had endured par-
ticular stress as a result of the pandemic received appropriate financial recognition. After a
wave of token strikes, a settlement was concluded that provided for pay increases of between
3.2 per cent and 4.5 per cent, with lower grades getting the highest percentage increases. In
addition, health and care staff who had been subject to particular stresses as a result of Covid
received pay increases of between 8.7 per cent and 10 per cent. All employees received a
‘Covid Bonus’ of between €300 and €600, with the higher amounts going to the lower paid.

And for staff in East Germany, it was also agreed that weekly working time would be cut by
one hour to stand at the same level as West Germany from January 2023 (ver.di 2020a).

Figure 1: Average duration of collective agreements, 2000-2020

In months

28.0 4
26.0 1
240 4
22.0
20.0 4
18.0
16.0
14.0 A

12.0 A

10.0

26.5

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: WSI Collective Agreement Archive
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The average duration of settlements concluded in 2020 was 19.3 months, markedly shorter
than in previous years (Figure 1). In order to take account of the uncertainties surrounding the
future course of the pandemic, only relatively short-term agreements were negotiated in some
branches, such as the metalworking and electrical industries and construction.

3 Annualised rise in collectively-agreed pay

In order to compare settlements with other key economic data, increases in collectively-
agreed pay need to be calculated on an annualised basis enabling the average increase in
pay in the reference year to be compared with that of the previous year. In contrast to the
settlement rate, the annualised increase in collectively-agreed pay takes into account periods
in which pay has been frozen for a short time pending an increase (‘pay pauses’), lump sums
and non-consolidated payments, and not only the effect of new settlements but also any carry-
over provisions from previous years that are implemented in the reference year. Calculating
the average agreed increase for 2020 is therefore based not just on new settiements in the
reference year but also any staged pay increases negotiated in previous periods that had
taken effect by the end of 2020.

3.1 Agreed increases in the whole economy

Agreed pay rose by an average of 2.0 per cent in 2020, taking into account both new settle-
ments and any carry-over provisions from previous years (Figure 2). On this occasion, the
rate of increase of 2.7 per cent in East Germany was considerably higher than the 1.9 per
cent recorded in the West. Looking just at new settlements concluded in 2020, the context of
the pandemic led to a much lower rate of increase than in preceding years. While pay rises
under settlements agreed in 2019 or before ran at 2.6 per cent, newly-concluded rises in 2020
stood at just 1.5 per cent.

Compared with 2018 and 2019, when agreed pay rose by 3.0 per cent and 2.9 per cent re-
spectively, the nominal increase in 2020 was considerably lower (Figure 3), with increases of
2.0 per cent last seen in 2010 and 2011. Since then, employees covered by collective agree-
ments have enjoyed a long period of recovery with relatively high rises in pay.

The impact of the Covid pandemic has predominantly been seen in this lower nominal rate of
increase; the low rate of increase of consumer prices of just 0.5 per cent in 2020 led to a rise
in real pay of 1.5 per cent, exactly the same as 2019 and above that seen in most years over
the past decade.
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Figure 2: Average agreed increases, 2020

in per cent compared with the previous year
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Figure 3: Agreed pay, consumer prices and productivity, 2000-2020
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Due to the low rate of consumer price inflation and a slight decline in productivity, the cost-
neutral scope for nominal pay growth — the sum of consumer price inflation and productivity
growth — was exceeded, as has happened several times in the recent past. In this respect,
collective bargaining has charted a more expansive course during the Covid crisis and helped
stabilise consumer demand.

3.2 Agreed pay and earnings

In 2020, hourly earnings — that is the pay not only of employees covered by collective bar-
gaining but the entire labour force - rose by 3.2 per cent (Statistisches Bundesamt 2021),
more than a percentage point above the rise in agreed pay (Figure 4). This has less to do with
pay rises than to a marked reduction in hours worked due to the introduction of short-time
work (Kurzarbeit), the associated running down of employees’ working time accounts (often
a precondition for employees to enter the statutory short-time scheme), and a drop in overtime
working, all of which led to a substantial increase in earnings per hour in particular as a result
of the payment of short-time benefit (Kurzarbeitergeld). By contrast, the huge reduction in
working hours in 2020 led to a nominal fall in earnings per employee of 0.4 per cent, the first
such drop ever recorded (Statistisches Bundesamt 2021).

Figure 4: Agreed pay and earnings,* 2000 - 2020
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Source: WSI Collective Agreement Archive; Destatis
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Movements in earnings tend to be a great deal more volatile and much more exposed to the
effects of wider economic fluctuations than agreed basic rates. Shrinking collective bargaining
coverage and high unemployment led to generally negative wage drift in the 2000s. Since
2010, this has been reversed and wage drift has generally been positive, although with con-
siderable variations between individual years. The main factors leading to positive wage drift
in periods of economic prosperity are, in particular, overtime premiums as a result of longer
working hours and company-level supplements paid on top of agreed industry minima. In
addition, where unemployment is low, even companies outside the scope of collective bar-
gaining in certain branches will feel a need to keep up with the pace of agreed industry-level
pay. During the Covid crisis, the main factor behind positive wage drift in terms of hourly
earnings has been the widespread resort to the statutory short-time working scheme.

3.3 Agreed increases in individual branches

There were considerable differences between the rates of annualised increases in 2020 in
individual branches (Figure 5), with relatively high rates of increase of 3.2 per cent in the
public sector (Land-level government), horticulture, agriculture and forestry, and food service
and chain catering. There were also above-average increases in the private transport industry
and the rubber industry, both with 2.9 per cent, small enterprises (Handwerk) in metalworking
with 2.8 per cent, paper manufacturing with 2.7 per cent, the wholesale sector (2.6 per cent)
and retail (with 2.5 per cent). In most of these cases, these were increases agreed before the
onset of the pandemic.

There were notably below-average agreed increases at Deutsche Bahn AG and in the printing
industry, both with 1.5 per cent, and in the textile industry, where the increase was 1.3 per
cent. The lowest settlement was in the metalworking and electrical industries where the March
2020 agreement provided for pay levels to be frozen until the end of 2020. The measures to
help deal with Covid that were negotiated in place of an increase provided for additional top-
ups to statutory short time benefit and extra days off for employees with children, all of which
added up to the equivalent of a 0.5 per cent increase.
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In per cent, compared with the previous year
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Figure 5: Increase in agreed pay in selected branches, 2020
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3.4 Agreed pay levels in East and West Germany

Despite 30 years having elapsed since German unification, differences in levels of agreed
pay continue to persist between West and East Germany (Bispinck 2020). On average, in
2020 basic agreed pay in East Germany stood at 97.9 per cent of the West German level
(Figure 6). The notably higher rates of agreed increase in East Germany reduced this gap by
around 0.2 percentage points compared with the previous year. As well as agreed basic pay,
employees in East Germany also have poorer agreed terms and conditions in a number of
other areas, and especially that of working time with the average working week one hour
longer in the East than in the West.

In some branches, it was possible to narrow the gap between East and West by securing
above-average pay increases in the former. Campaigning under the slogan ‘Tear down that
wage wall”, with a particular focus on the East German food industry, the food and hospitality
trade union NGG pressed to eliminate pay differences between the two regions once and for
all and succeeded in winning very substantial increases in a number of company-level collec-
tive agreements. Topping the ranking was the agreement at the soft drinks company Mit-
teldeutsche Erfrischungsgetranke GmbH (MEG), at which pay rates will rise by up to 30 per
cent over a period of five years (NGG 2020a).
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Figure 6: Ratio of agreed basic pay between East and West Germany, 2000-2020
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4 Statutory minimum wage and agreed branch-level minimum
wages

4.1 The evolution of the statutory minimum wage

Under the German Minimum Wage Act, the task of the Minimum Wage Commission, which
comprises three employer and three trade union representatives plus two non-voting aca-
demic researchers and an independent chair, is to make a recommendation every two years
for how the minimum wage should be updated. Such a recommendation was due in July 2020.
On this occasion, the positions of the two sides were very far apart. While the employers
pointed to the Covid crisis to argue for a zero increase, the trade unions called for a rise that
was substantially above the general growth in agreed pay as a first step to reaching an hourly
statutory minimum of €12.00. A rate of €12.00 is viewed as the appropriate level to allow
employees working full-time to be able to earn an income sufficient to maintain a basic decent
standard of living and avoid in-work poverty (Herzog-Stein et al. 2020).

The call for a €12.00 per hour minimum now has broad support across much of the political
spectrum, ranging from the Left Party, the Social Democrats, and The Greens to the ‘workers’
wing’ of the conservative Christian Democrat Union (CDU). There is also substantial popular
support for a €12.00 minimum wage, with surveys finding large majorities for the move. The
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Covid crisis has boosted support still further as it has exposed the precarious position of many
‘key workers’ who often earn barely more than the statutory minimum.

In late-June 2020, the Minimum Wage Commission published its proposal under which the
minimum wage should rise from the-then prevailing rate of €9.35 first to €9.50 from 1 January
2021 and then in six-monthly stages to €9.60, €9.82 and €10.45 (Mindestlohnkommission
2020; see too Figure 7). This recommendation, which was immediately welcomed by the Fed-
eral government, bears all the hallmarks of a classic compromise in which each side is obliged
to make concessions but at the same time can register some wins (Schulten 2020). For 2021,
the trade unions initially moved towards the employer position and agreed the increases to
€9.50 and €9.60 that were somewhat below the level that would have been warranted by the
benchmark index of agreed pay published by the Federal Statistical Office. This level will now
be achieved in January 2022 with the move to €9.82 per hour. In return, the employers had
to concede a relatively substantial increase to €10.45 per hour in the second half of 2022.
Over the whole two-year period, the minimum wage will rise at around twice the pace of the
index of agreed pay. This figure also represents a higher base from which future increases
can take effect.

Figure 7: The statutory minimum wage in Germany, 2015-2022

In € per hour

11.00

10.50

10.00

9.50

9.00

8.50

8.00

Jan 15 Ju 15 Jan 16 Jul 16 Jan 17 Jul 17 Jan 18 Jul 18 Jan 19 Jul 19 Jan 20 Jul 20 Jan 21 Jul 21

10.45

Jan 22 Jul 22

Source: Mindestlohnkommission

COLLECTIVE BARGAINING IN GERMANY 2020 Page 13 of 24

WSI g |
TARIFARCHIV



Given the limited scope imposed by the requirement for a consensus within the Minimum
Wage Commission, this outcome was welcomed by the trade unions as a clear step towards
attaining a €12.00 rate (DGB 2020). Nonetheless, some trade unions (see, for example, NGG
2020b) and welfare associations were critical, noting that the minimum wage would continue
to fall short of providing a decent minimum existence during the next two years and that, from
this perspective, the increases are proceeding far too slowly. In this context, the Federal La-
bour Minister, Hubertus Heil, has commented on the problems with the uprating mechanism
applied so far and set out proposals for the future. These include adding a further ‘guideline’
to the existing index of agreed pay, under which the Minimum Wage Commission would be
required to ‘pay additional attention to the need to protect [employees] against an inadequate
level of wages’ (Heil 2020).

In early-2021, the Federal Ministry of Labour and Social Affairs prepared a consultation paper
jointly with the Ministry of Finance on ‘Developing the Minimum Wage’, according to which
the Minimum Wage Act would be extended to take into account the risk of in-work poverty as
well as changes in the agreed pay index when making adjustments to the minimum wage. A
minimum wage was defined as posing such a risk if it ‘the wage earned for full-time employ-
ment was regularly below a threshold of 60 per cent of the median wage’ (BMAS and BMF
2021: 2). At present, the minimum wage in Germany is equivalent to only some 48 per cent
of full-time median earnings (Libker and Schulten 2021) and raising it to 60 per cent would
correspond to a rate of around the €12.00 mark. Such a step would also be supported by the
European Commission which has recently published a draft Directive on ‘adequate minimum
wages in the EU’ in which the threshold of 60 per cent of national minimum wages is adopted
as a key criterion (Miller and Schulten 2021).

4.2 Collectively-agreed branch-level minimum wages

In addition to the statutory minimum wage, at the start of 2021 there were also minimum
wages in thirteen branches that had been set by collective bargaining. These are binding on
all employments in these branches, including firms that are not members of the signatory
employer associations, on the basis either of the German Posted Workers Act (Arbeitnehmer-
Entsendegesetz) or, in the case of chimney sweeping and electrical installation, the Collective
Agreements Act (Tarifvertragsgesetz) and for temporary agency employment the Temporary
Agency Employment Act (Arbeitnehmeruberlassungsgesetz) (see Table 2).

These branch-level minimum wages range from €10.10 for temporary agency employment in
East Germany to €18.00 in cash and valuables transit in North-Rhine Westphalia. Most of
these agreements no longer differentiate between West and East Germany: the remaining
exceptions providing for lower rates in the East are in cash and valuables services, the care
sector, and temporary agency employment.
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Figure 2: Generally-binding agreed branch-level minimum wages 2021

in € per hour
Branch West East
Waste disposal 10.25 10.25
Vocational training and education
Education and training specialist 16.68 16.68
Education and training specialist (with bachelor’s degree) 17.02 17.02
Construction*
Unskilled 12.85 12.85
Skilled 1
Roofing
Unskilled 12.60 12.60
Skilled (journeymen) 14.10 14.10
Electrical contracting (small enterprises) 12.40 12.40
Commercial cleaning*
Internal cleaning and upkeep 11.11 1.1
External and glass 14.45 14.45
Cash and valuables*
Static services 12.69-15.03 12.16
Cash and valuables in transit 14.68-18.00 14.42
Scaffolding 12.20 12.20
Temporary agency employment 10.15 10.10
Painting and varnishing
Unskilled occupations 11.10 11.10
Skilled (journeymen) 13.50 13.50
Social care services 11.60 11.20
Chimney sweeping* 13.80 13.80
Stonemasonry 12.20 12.20
* Extension order not yet issued WSI !!!
Source: WSI Collective Agreement Archive (as at January 2021) —

5 Collectively-agreed provisions on short-time working

The Covid crisis led to unprecedented levels of short-time working in Germany. Under the
statutory short-time work scheme (Kurzarbeit) employees can claim part compensation in the
form of a state benefit for any hours they are unable to work where their employer can demon-
strate that this is unavoidable for economic or other reasons. According to the Federal Em-
ployment Agency (Bundesagentur fur Arbeit), during April and May 2020 there were some 6
million employees on short-time, around 18 per cent of all insured employees (BA 2020: 13).
Overall, 2020 will see the highest ever average number of employees on the scheme - at 2.9
million more than double the number affected in 2009 during the financial crisis (ibid.: 47).

The short-time scheme has proved to be very effective in preventing wholesale job losses

during the current crisis. Nonetheless, it also implies considerable losses of income for any
employees placed on it: as with unemployment benefit, the basic rate of benefit under the
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scheme is 60 per cent of previous net earnings for any lost hours rising to 67 per cent for
employees in households with a dependent child. If working hours are severely reduced or
cut to ‘zero short-time’ in which no hours are worked, employees in low-paid work can quickly
find that their income is no longer sufficient and top-ups to the benefit are needed (Bispinck
and Schulten 2020).

Table 3: Selected collective agreements on top-ups to short-time benefit

Bargaining area Collective agreement Top-up provision

Agreements in force before 2020

Chemical industry Framework collective agreement, as at  Top-up to 90% of net pay
20.09.2018, Sect. 7: Short-time work
Deutsche Bahn AG Basic Collective Agreement, DB Short-time benefit top-up of up to 80% of agreed gross pay.

Group, as at 14.12.2018, Appendix 4:
Short-time work

Metalworking & electrical ~ Collective agreement on short-time Top up of short-time benefit to 80.5-97% of net pay, depending on
industry work and employment, 31.01.2012 the scale of the reduction in working hours
Baden-Wiirttemberg

Volkswagen Framework collective agreement, as at Short-time benefit topped up to 78-95% of net monthly pay depend-
05.03.2018, Sect. 10: Short-time work ing on grade, with higher top-up rate to lower grades

New agreements concluded in 2020

Banks Collective agreement on short-time Short-time benefit topped up to 75-95% of net pay depending on
working grade.

Ports Collective agreement on short-time Top-up to 80% of net usual earnings; 87% with dependent children
working for port workers

Retail Collective agreement on short-time Short-time benefit topped up to 100% of net pay for first 4 weeks;

North Rhine-Westphalia working, 31.03.2020 thereafter 90%.

Film production Collective agreement on short-time Increase in agreed rate to 100% of usual net pay up to the social
working 24.03.2020 security earnings assessment limit.

Rubber industry Settlement concluded on 22.04.2020 €120 per month supplement to short-time benefit for max. 4

months; only payable to trade union members.

Vehicle repair Collective agreement on short-time Top-up to 90% of net pay

Lower Saxony working, 24./25.03.2020

Metalworking & electrical  ‘Solidarity Agreement’ (pilot settlement Top-up to c. 80% of net pay by distributing agreed annual special

industry in North Rhine-Westphalia, payments (‘13! month’) across 12 months plus €350 employer sup-

all regions except Baden- 19.03.2020) plement per full-time employee

Wiirttemberg

Public sector Covid-19 Agreement, 30.03.2020 Short-time benefit topped up to 95% of net pay for grades 1-10;

Municipalities 90% for higher grades.

Paper manufacturing Agreement on managing the Covid Short-time benefit topped up to 90% of net pay

industry pandemic, 6.04.2020

Food service sector Provision on agreed short-time con- ~ Top-up to 90% of net pay

cluded on 17.03.2020, supplementing
the pay agreement of 3.030.2020

Insurance Collective agreement on short-time Short-time benefited topped up to 90% of usual net pay; 95% for
working, 23.04.2020 lower pay grades.

Source: WSI Collective Agreement Archive WSI !!I
TARIFARCHIV

In order to limit the scale of such income losses, many companies have concluded either
workplace agreements or agreements with individual employees within the framework of an
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overarching collective agreement to top up state short-time benefit. Some branches have long
had collectively-agreed arrangements to provide for this (Table 3). This includes the chemi-
cals industry, where short-time benefit is topped up to 90 per cent of net pay by the employer.
At Deutsche Bahn AG, the top-up is to 80 per cent of agreed gross pay. And in the Baden-
Wiirttemberg bargaining region of the metalworking and electrical industry, there has been a
collective agreement in force since 2012 under which short-time benefit is topped up to be-
tween 86.5 and 97 per cent of net pay. The top-up amount can be lower if an employer com-
mits to refrain from any economic dismissals during the period of short-time working. There is
also a long-standing agreed provision on top-ups to short-time benefit at Volkswagen. De-
pending on employee grade, these can range between 78 and 95 per cent of net monthly pay,
with lower grades receiving the highest top-up rate. According to the chair of the VW Central
Works Council, Bernd Osterloh, there are also local arrangements at plant-level within VW
under which short-time benefit can be raised to 100 per cent of net pay (Metallzeitung April
2020: 13).

In addition, a number of new agreed arrangements were set up in early-2020 (Table 3; see
too Schulten and Miiller 2020). These included agreements in branches such as film produc-
tion, the food service industry and parts of local government in which short-time work had
never been addressed by collective agreements before. In many instances, short-time benefit
was to be topped up to between 90 per cent and 100 per cent of usual net pay.

Aside from Baden-Wirttemberg, no other region in the metalworking and electrical industries
had ever agreed any provisions on short-time benefit. The conclusion of the ‘Solidarity Pack-
age’ in March 2020 included a provision that ensured that employees would receive a top-up
to 80 per cent of net pay during the initial months of short-time working. This was achieved by
distributing additional regular annual payments (holiday bonus and Christmas bonus) over the
whole year, plus an employer contribution of €350 per full-time employee. In addition, work-
place agreements have been concluded at many companies that provide for a further top up.
In April 2020, IG Metall reported that 60 per cent of all workplaces in the metalworking and
electrical industry had agreed to supplement short-time benefit, either under a collective or a
workplace agreement.

Employees in firms covered by a collective agreement have a much greater prospect of a top-
up than those outside the scope of collective bargaining. According to a survey conducted by
the Hans Béckler Foundation, in June 2020 60 per cent of employees in workplaces with a
collective agreement benefited from a top-up, compared with just 34 per cent in firms without
(Figure 8). By November 2020, 53 per cent of employees in firms covered by collective bar-
gaining were still in receipt of a top-up, compared with 29 per cent of those outside collective
bargaining. These falling numbers also suggest that in some areas of the economy, top-ups
were time-limited.
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Figure 8: Employer top-ups to short-time benefit
as per cent of all employees
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Despite the much greater incidence of such provisions in workplaces with a collective agree-
ment, there are still a number of branches within the scope of collective bargaining but where
the employers have so far refused to concede the payment of top-ups to short-time benefit.
This includes, for instance, the hotels and hospitality branch which has been especially af-
fected by short-time working but in which the employer association (DEHOGA) was unwilling
to negotiate such an agreement despite the widespread low pay in this branch (NGG 2020b).
And aside from the region of North Rhine-Westphalia, there is no top-up agreement in retailing
and even this provision was time-limited to the end of June 2020 and has not been renewed.

The situation with top-ups to statutory short-time benefit is far from satisfactory. Low-paid
employees receive a much lower level of top-up than those on higher incomes (Schulten
2020). According to the employee survey conducted by the Hans Backler Foundation, in June
2020 employees with a net monthly household income of below €1,500, only a third received
top-up compared with the half of those with an income of between €2,600 and €3,200. One
factor behind these differences is that the level of collective bargaining coverage is much
lower in the low-paid sector than for employees with higher incomes (Schulten and Miiller
2020).

And for the low paid, the loss of income caused by short-time working can rapidly place them
at the threshold at which they become dependent on supplementary welfare payments. There
was intensive discussion in March-April 2020 as whether the rate of short-time benefit should
be raised (Bispinck and Schulten 2020). One proposal made by the ‘workers’ wing’ within the
CDU party (part of the governing coalition) was to introduce a minimum level of short-time
benefit tied to the statutory minimum wage, as seen in some other European countries, such
as France where the level of benefit may not drop below the sum that a minimum wage recip-
ient would receive on short-time (Schulten and Mller 2020). This suggestion did not find
sufficient political support, however, and instead in late-2020 a special Covid provision was
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introduced under which short-time benefit rises from 60/67 per cent to 70/77 per cent of net
pay after a three-month period of continuous short-time work and to 80/87 per cent after a
further three months.

While this provision will offer a marked easing of the situation for many employees on middle
and high incomes, it is by far the poorer option for the low paid when compared with a guar-
anteed minimum level of short-time benefit (Schulten 2020). Firstly, even short-time benefit
of 80 per cent of net earnings is often too little to obviate the need to resort to supplementary
welfare benefits. And secondly, many low paid workers will typically not build up sufficient
employment on short-time to qualify for the new higher level of benefit: the low-pay sector is
precisely that area of the economy in which spending a longer period on short-time is strongly
associated with the risk of job loss. Two trade unions, the food and hospitality trade union
NGG and the services union ver.di, have recently called once again for the introduction of a
minimum level of short-time benefit linked to the statutory minimum wage (NGG/ver.di 2021).

6 Collectively-agreed provisions on job security

The extensive resort made to short-time working has been vital in limiting the impact of the
Covid crisis on the labour market. Average unemployment in 2020 in Germany stood at
2,695,000, up by 429,000 or 19 per cent compared with the previous year (BA 2020: 51).
Nonetheless, unemployment could well rise over the further course of the pandemic, espe-
cially as the Covid crisis coincides with, and is likely to accelerate, the profound transfor-
mations under way in a number of major industries, and in particular the automotive branch.

In this context, trade unions, and in particular IG Metall, have made job security a collective
bargaining priority. The main demand has been to obtain commitments from employers to
refrain from economic dismissals for a period through implementing temporary additional cuts
in working hours. The details of such arrangements, such as the scope and implementation
of working time reductions, the period over which job security guarantees would apply or other
aspects (such as the option of partial wage compensation, investment commitments, assur-
ances about retaining plants, and other possible concessions from the employee side) are
usually specified in a company-specific supplementary collective agreement. Examples of
such initiatives were agreed in summer 2020 at Daimler, ZF Friedrichshafen and Bosch (Table
4, see too |G Metall 2020b).

In addition to the classic trade-off between temporary working time reductions and a time-
limited ‘no-redundancy’ commitment, other agreed arrangements for job security have been
negotiated. For instance, the German Journalists Union (jju), a section within ver.di, has con-
cluded an agreement with the employer association BDZV for some 12,000 journalists work-
ing in newspapers under which there will be no economic dismissals before the end of 2021
in return for reductions in the annual agreed bonus (ver.di 2020b).

Ver.di has also negotiated crisis packages in the aviation industry, which has been especially
hard hit by the pandemic. In November 2020, agreement was reached for the 35,000
Lufthansa ground staff that provides for no redundancies before March 2022. In return, em-
ployees will give up their Christmas bonuses in 2020 and 2021 and agreed pay rates will be
frozen until the end of 2021 and the agreed top-up to short-time benefit will be cut from 90 per

COLLECTIVE BARGAINING IN GERMANY 2020 Page 19 of 24



cent to 87 per cent (ver.di 2020c). A similar arrangement was agreed in January 2021 with

the Lufthansa subsidiary Eurowings (ver.di 2021).

Table 4: Selected agreements on job security through working time reductions in the

metalworking and electrical industry, 2020

Company

Daimler:

Administration and production-
related departments (e.g.
logistics)

‘Key points to secure
employment and
profitability’
Company-specific
supplementary collective
agreement

ZF Friedrichshafen:
50,000 employees in Germany
‘Transformation Agreement’
Company-specific
supplementary collective
agreement

Bosch:

35,000 staff in R&D, sales and
administration
Company-specific
supplementary collective
agreement

Job security

No economic
dismissals or
closures of facilities
before 2030

No economic
dismissals or
closures of facilities
before the end of
2022

No economic
dismissals or
closures of facilities
before the end of
2022

Working time reduction

2-hour cut in the working week

without wage compensation
(1.10.20 to 30.09.2021)

Collectively-agreed
supplementary bonus for 2021
will be converted into mandatory
additional days off.

Workplace-level working time
reductions in accordance with
the existing collective
agreement on job security to
30 hours a week

Use of short-time working,
working time accounts and
phased early retirement

Working time reduction of
between 8.57% (for employees
working 35 or fewer hours per
week) and 10% (for employees
working more than 35 hours per
week) (01.08 to 21.12.2020)

Other provisions

No profit-sharing payment 2020

Set-aside of the €400 collectively-agreed
supplementary bonus for 2020

All trainees and those on ‘dual system’
schemes to be offered jobs

Company-wide top-up to short-time benefit
from 80% to 97% of net income, depending
on type of short-time working

Improved arrangements for phased early
retirement

Joint planning of a ‘Vision’ for each ZF
facility between local management and
works council

Partial wage compensation for reduced
hours through higher Christmas bonus

Source: WSI Collective Agreements Archive

7 Collective bargaining coverage

WSI %l
TARIFARCHIV

The trend towards declining collective bargaining coverage that began in the mid-1990s has
emerged as a continuing feature of the German employment relations landscape (Ellguth and
Kohaut 2020). According to the IAB Establishment Panel, in 2019 just 52 per cent of all em-
ployees were working in workplaces covered by a collective agreement, with 44 per cent cov-
ered by an industry-level agreement and 8 per cent by a company-level agreement (Figure
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9)." Measured in terms of establishments, the level of collective bargaining coverage was
even lower at 27 per cent, mainly because small establishments are much less likely than
large firms to be within the scope of a collective agreement. Although quite a significant num-
ber of firms that are outside the scope of collective bargaining state that they ‘orient’ them-
selves to prevailing agreements, this term has a variety of meanings and in most cases such
employers diverge markedly from agreed standards.

Figure 9: Collective bargaining coverage in Germany, 2019
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Terms and conditions in workplaces not covered by a collective agreement are generally con-
siderably poorer than in those subject to collective bargaining (Llbker and Schulten 2020;
Schulten et al. 2020; Schroder et al. 2021). On average, employees not protected by a col-
lective agreement work one hour longer each week and are paid 22 per cent less (LGbker and
Schulten 2020: 7). Even after allowing for structural factors, such as company size and
branch, there is still a significant gap with employees not covered by a collective agreement
working 53 minutes longer and earning some 11 per cent less.

Given the steady erosion of the German system of collective bargaining, a number of different
initiatives have been proposed to boost bargaining coverage (Schulten 2019). These include

' According to the four-yearly Structure of Earnings Survey carried out by the Federal Statistical Office, the level
of collective bargaining coverage in 2018 was even lower at 43.3 per cent, well below the 1AB 2019 figure
(Schymura 2020: 64).
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various trade union organising and recruitment projects aimed at building workplace organi-
sational strength and using this as a basis to establish and consolidate collective bargaining.
A number of political options have also been tabled, including proposals to ease the ‘exten-
sion’ process for declaring industry-level collective agreements binding on firms that are not
members of signatory employer associations and a requirement for compliance with collec-
tively-agreed standards for companies seeking public contracts or asking for state assistance.

8 Prospects

Faced with the Covid pandemic, collective bargaining has shown itself to be an effective and
flexible regulatory system that is able to provide a range of appropriate responses to the di-
verse challenges confronting individual areas of the economy. And the pandemic will also be
a key determinant of the 2021 bargaining round. An initial step in this was already taken in
December 2020 with the first round of negotiations in the metalworking and electrical industry.
For the major branches, the key claims will involve both an appropriate increase in pay to
stabilise the demand side of the economy and new measures to provide for job security and
manage the process of industrial transformation now under way (IG Metall 2020c). IG Metall,
for example, has raised the prospect of introducing a four-day week at workplace level where
appropriate to help manage this transformation (Hofmann 2020).

The other large branch of the economy facing negotiations in early-2021 is retailing. Although
some areas of the sector have experienced severe problems (such as shop-based sales of
textiles), large sections of retailing have benefited from the pandemic, with trade unions look-
ing to ensure that employees can also enjoy a share in this. At the same time, retailing has
also been affected by rejection of collective bargaining by many employers, and notably by
those on-line retailers that have flourished during the pandemic, led by Amazon — which con-
tinues to refuse any form of collective bargaining. This has led to continuing calls to extend
existing collective agreements in retailing to all employees as a precondition for stabilising the
collective bargaining system and establishing fair competition across the branch.

Aside from the larger branches negotiating in 2021, collective bargaining will also take place
in many smaller branches and individual firms, all of which will make a significant contribution
to overcoming the Covid pandemic through maintaining incomes and providing for job secu-
rity. This is all the more reason why a key responsibility for halting the erosion of the German
collective bargaining system and consolidating and expanding collective bargaining coverage
now rests with policymakers and with government.
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