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Who sets wages?
The legal and institutional foundations
of collective bargaining in Austria
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ABSTRACT

This article presents an overview of the Austrian system of collective bargaining that is
characterized by largely autonomous wage-setting between social partners and high cov-
erage rates. The paper outlines the historical origins and the fundamental ideas behind the
Austrian regulatory system, which is designed to facilitate negotiations between actors in
industrial relations without undue interference from lawmakers. A detailed account is
given of the legal and institutional framework of collective agreements, including various
erga omnes rules and extension clauses, that protect the system from fragmentation into
decentralized wage regulations. Future challenges for the Austrian wage negotiation system
are identified, such as maintaining the constituency for collective agreements, ensuring
that collective agreements remain comprehensive, and avoiding the disintegration of the
informally coordinated wage-setting system.

KEYWORDS
Collective bargaining, Austria, industrial relations, wage-setting

JEL-CODES
J5,K31

DO
10.59288/wug504.250

*

Sepp Zuckerstitter: Arbeiterkammer Wien
Contact: sepp.zuckerstaetter@akwien.at

83



Zuckerstétter (2025): Who sets wages?

1. Historical context

To understand the genesis of industrial relations in Austria, one has to appreciate the unique
historical situation in post-war Austria. The First Republic founded in 1919 was the diminished
German-speaking portion of the former Austro-Hungarian Monarchy, with a population of
just 6,760,044 (Statistik Austria, 2024 VZ 1934) compared to the 49,408,576 (Mischler, 1912 VZ
1910) of the now disintegrating empire. The establishment of the First Republic was not charac-
terized by an overly optimistic attitude but rather by a climate of confrontation between con-
servative and social democratic factions. The collapse of the Austro-Hungarian Empire left the
remaining states without their traditional markets. Faith in the economic viability of the new
Austrian state was low.

In terms of political developments, however, the first two years of the First Republic under the

Social Democratic Party’s leadership witnessed a number of significant advancements. These

included the introduction of universal suffrage for women, the establishment of the eight-
hour workday, laws on worker representation, such as the establishment of works councils

(Betriebsrdte?), alaw allowing collective bargaining agreements (Einigungsamtsgesetz) and numer-
ous other regulations (Felten and Mosler, 2020; Lichtenberger, 2021). These developments had

long been impeded by the exceedingly conservative orientation of the Habsburg monarchy. The

new laws eventually formed the basis for the Austrian wage-setting system.

At the time the social democratic unions (freie Gewerkschaften) had approximately one million
members, while the conservative Christian unions had about 80,000. The nationalist and the
employer-oriented, so-called yellow unions, reached approximately 40,000 members each (Krula,
2002, p. 43). The communist unions, like the Communist Party in general, did not achieve a sig-
nificant level of influence among workers. Instead, they operated as part of the left-wing oppo-
sition within the social democratic unions (Autengruber, 2021).

The first democratic republic ended in a coup d’état by the Christian Democratic Party in 1934.
They established a dictatorship similar to the Italian and Spanish fascist regimes, the so-called
corporative state (Stdndestaat). The new government outlawed labour unions and all political
opposition parties. In addition, the Stdndestaat effectively abolished the democratic self-gover-
nance of corporatism and incorporated the Economic Chambers (Wirtschaftskammer Osterreich,
WKO) and the Chambers of Labour (Kammer fiir Arbeiter und Angestellte, AK) into the direct
administration of the state? (Arbeiterkammer, 2024; Hager et al., 2016). The purpose of self-gov-
ernance was to allow for the self-regulation of particular groups in domains where direct gov-
ernance by the state would be deemed too much of an interference.

1  Please note the glossary of German legal terms in Annex 2, as the article refers to specific German terms throughout
the text.

2 For the sake of historical fairness, it is essential to address a common misconception. The system of chambers is not
a consequence of the Stdndestaat. The Chamber of Economics was founded in 1848 and the Chambers of Labour were
founded in 1920 during the First Republic. These institutions established a democratic system of representation for
the political and social interests of specific professional and social groups.
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The Austrofascist regime ended with the Anschluss to the Third Reich, which in turn resulted in

the imprisonment of Christian Democrats alongside the already imprisoned Social Democrats.
This historical episode, marked by a violent confrontation and, in the end, a common oppres-
sion, has contributed to the inclination of both political camps to coalition-building and com-
promise-seeking in post-war Austria.? Following the liberation of the country from fascist rule

by Allied forces, representatives of the two former political parties, which had been in opposi-
tion to one another, resolved to establish a system of governance based on consensus.

In 1945, trade unions opted to establish a unified union, the Austrian Trade Union Federation
(Osterreichischer Gewerkschaftsbund, OGB), which encompasses all political orientations and sec-
tors within a single large union (Battisti, 1975). The practical necessities of organizing under the
post-war regime of four occupational forces and the objective of joining forces to organize togeth-
er rather than in separate, smaller and less powerful groups also contributed to the unification
of the unions. The principal figures involved in the formation of the OGB, Johann Béhm (Social
Democrat), Lois Weinberger (Christian Democrat) and Gottlieb Fiala (Communist), articulated
this intention to collaborate in the inaugural issue of the union magazine Der dsterreichische
Arbeiter und Angestellte (Bohm, 1945; Fiala, 1945; Fischer, 1945; Weinberger, 1945).

In the OGB, the various political groups form factions, which collectively determine the political

positions of the union. Candidates for leadership positions are nominated by the factions and

subsequently elected through internal democratic processes. At the outset, these factions com-
prised solely those affiliated with the Social Democratic, Christian Democratic, and Communist

unionist movements. They subsequently expanded to encompass the nationalistic/liberal union-
ists of the Freedom Party and the group of the independent and the Green unionists.

On the employer side, the central organizations were reconstituted as legal representative bod-
ies with their own democratic elections. Membership to these chambers is mandatory, and the

specifics of this will be discussed in greater detail below. The significant, though probably unin-
tended, consequence of the decision to form one all-encompassing union, in combination with

a chamber system for employers, was a unified and macro-oriented wage negotiation system.

2. The evolution of Austrian industrial relations regulation

At the root of the Austrian industrial relations (IR) system is a deep distrust between labour
being represented mainly by the Social Democratic Party (from 1945 Sozialistische and from
1991 Sozialdemokratische Partei Osterreichs, SPO) and capital being represented by the Christian
Democratic Party, which was renamed the Austrian People’s Party (Osterreichische Volkspartei,

3 Therole of the common oppression suffered by representatives of the main political parties is still debated among
Austrian historians. While it became a part of Austrian self-representation, the details are less consensual (see for
example (Maier et al., 2020; Rathkolb, 2008). Brigitte Bailer describes the issue well: “However, the experience of the
National Socialist threat and the common enemy will certainly have contributed significantly to this new willing-
ness to cooperate” (Bailer, 2013, p. 7).
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OVP) after the war. This is moderated and modified by a serious effort by both sides to overcome
this distrust after the disastrous history of civil war and fascism. During the period of recon-
stitution of the Austrian IR regulation, the dominant political parties were deeply connected to
the social partners. This allowed negotiations, which were held between government and social
partners in many other countries, to take place directly between social partners in Austria.

The legal structure of industrial relations in Austria as it stands now is laid down in the Labour
Constitution Law (Arbeitsverfassungsgesetz, ArbVG)“. As (Cerny, 2014) lays out, the law was adopt-
ed by the social democratic majority government (1971-1983) in 1973. It replaced a few separate
laws, such as the law on works councils, and acts on collective and individual labour law. Each
of these previous laws dealt separately with certain aspects of industrial relations. The follow-
ing short description of the genesis of the ArbVG is based on two overviews by Cerny (Cerny,
2020, 2014).

The adoption of the ArbVG ended a protracted discussion about the legal regulation of industri-
al relations in Austria, which had started back in the early 1960s. The reform process was inter-
rupted by harsh resistance from employers as well as a lack of consensus within the coalition
government of Christian Democrats and Social Democrats (1949-1965).

The minister of labour and social affairs (and one of the first female ministers in Austria), the

Christian Democratic unionist Kithe Rehor (*1910, 11983), restarted the process under the

Christian Democratic majority government of 1966-1970. During these discussions, it became

clear that the regulation of industrial relations at national and branch level must go hand in hand
with a new regulation of industrial relations at the firm level. This would make it possible to build

a comprehensive system of the actors’ rights and duties at different levels. This system had to

ensure that tasks not assigned to one level are adequately addressed at another level. By then, col-
lective agreements had been regulated in the law on collective agreements (Kollektivvertragsgesetz)

plus some accompanying laws (Einigunsamtsgesetz, Mindestlohntarifgesetz), while firm-level IR
was governed by the works councils act (Betriebsrdtegesetz).

The next proposal for the new regulation was formulated by the newly elected Social Democratic
majority government of 1971-1983 under Chancellor Bruno Kreisky (*1911, 11990). The proposal
presented in 1972 by the minister of labour and social affairs Rudolf Hauser (*1909, 12000), who
was also vice president of the OGB, was met with aggressive resistance from employer represen-
tatives. Therefore, the heads of social partner organizations, WKO president Rudolf Sallinger
(*1916, 11992) and OGB president Anton Benya (*1912, 12001) entered into negotiations to reach
a consensus on the new rules. Both were also members of parliament: Benya for the SPO and
Sallinger for the OVP. And both sides had high-profile members of parliament in their negotiat-
ing committees; for instance, SPO representative Alfred Dallinger who later became minister of
labour and social affairs, and OVP representative Walter Hauser who was a high-profile expert

4  Thelaw is available at https:/ris.bka.gv.at/eli/bgbl/1974/22/P0/NOR11008479 and a commented version can be found
in (Gahleitner and Mosler, 2020, opp. 1-5).

86



Wirtschaft und Gesellschaft 50 (4): 83-116

for the WKO. Even though the Social Democratic government had, at this time, the required par-
liamentary majority to enact the law without the consent of the other parties, it still decided
to allow social partners to enter into negotiations with the aim of reaching a broad consensus.

Finally, all three political parties in parliament including the national and only partially lib-
eral Freedom Party’ (FPO) unanimously accepted this broad consensus in 1973 and the ArbVG
entered into force in 1974. While the drawbacks of such a compromise were criticized by the left
and the right, it seems to have contributed to the long-term stability of the regulation, which was
not changed by the first (1999-2007) or second right-wing coalitions (2017-2019), despite them
having had the necessary majorities.

The general political mood of the early 1970s gave large public support to initiatives on more
democratic influence for workers at the workplace too, and a labour market at full employment
helped the unions achieve a satisfactory result.

Austrian lawmakers granted the social partners a high degree of autonomy in regulating employ-
ment relations, but also demanded democratic responsibility and accountability to their respec-
tive members. This combination of autonomy and democratic accountability allowed govern-
ment and parliament to take a “hands-off” approach to regulating industrial relations. The state
confined itself to the provision of legal instruments for the social partners to use (Miiller, 2021).
This legal framework favours multi-employer bargaining over firm-level negotiations, giving
the negotiating partners the ability and the incentive to take account of the macroeconomic
and political implications of their decisions. In most cases, collective agreements (see chapter
5) have to cover multiple firms. The system achieves flexibility by allowing the negotiating par-
ties to delegate some matters to lower levels of negotiation.

Centralized collective bargaining also forces the partners to find compromises within the diverg-
ing interests of their own diverse membership. For instance, the differing priorities of small ver-
sus big firms or of export-oriented versus internal market-oriented companies have to be taken
into account. All-encompassing organizations also have to factor in the possibility of their pol-
icies having inflationary or deflationary consequences, as famously pointed out by Calmfors
and Driffill (1988) and many others later on (Layard et al., 1991; Traxler, 2002). Austria provides
quite a good example of this as the OGB followed a wage policy along the lines of overall pro-
ductivity increase plus inflation with the aim of keeping demand in line with growth and cost
increases in line with international competitive requirements (Feigl and Zuckerstitter, 2013;
Zuckerstatter, 2012).

The main law governing industrial relations in Austria, the Labour Constitution Law (ArbVQ),
is - contrary to its slightly misleading name - not a constitutional law in the formal sense. In

5 The Austrian Freedom Party organized the remaining German nationalistic right-wing voters. It sometimes leant
towards a more liberal direction but became one of the first and most successful right-wing populist parties in
Europe under J6rg Haider and his successors from 1986 onwards (Demokratiezentrum Wien, 2022).

87



Zuckerstétter (2025): Who sets wages?

Austria, a constitutional law needs a two-thirds majority to be passed in parliament, but it only
takes an ordinary resolution to change the ArbVG. Nonetheless, the name is quite well chosen
as the ArbVG defines the fundamental rules of Austrian collective labour relations. In contrast,
the conduct of industrial conflict is hardly regulated by law. For many years up to around 2010,
astandard interpretation in Austrian labour law was that there is no explicit right to strike, and
not showing up for work constitutes a breach of labour law. While this rather extreme position
is no longer supported by legal experts, there is still a wide area of unregulated and under-reg-
ulated issues in labour law. It was via the indirect path of international agreements, especial-
ly the interpretation of Art. 11 of the European Convention on Human Rights (ECHR), that the
right to strike became part of the Austrian legal framework. A lively discussion is still ongoing
on the details of the right to strike which is beyond the scope of this paper (for further informa-
tion, see (Mosler, 2023; Krejci, 2015; Marhold, 2015; Gruber-Risak, 2024)).

The following chapter begins by touching on the question of the right to negotiate and describ-
ing the institutions involved in more detail. Subsequently, an overview is provided of additional

regulations which are vital in order to stabilize the collective bargaining system. Finally, there

is a focus on the political and legal.®

3. Theright to negotiate

Austrian labour law defines four kinds of institutions that are able to intervene in collective
agreements:’

e Voluntary associations of employers or employees (Berufsvereinigungen der Arbeitneh-
merinnen und Arbeitnehmer, Berufsvereinigungen der Arbeitgeberinnen und Arbeitge-
ber)

e Largenot-for-profit associations, which can enter collective agreements under certain
conditions but only for their own employees (kollektivvertragsfihige Vereine)

e Mandatory associations of employers or employees like the Economic Chamber or the
Chambers of Labour (kollektivvertragsfahige gesetzliche Interessenvertretungen)

e  Public bodies (6ffentliche Kérperschaften)

In addition, there are some special laws that also grant the right to collective bargaining to some
explicitly mentioned firms or institutions, like the (partially) privatized Austrian Postal Service,
or the public Austrian Broadcasting Corporation. Most of these regulations were adopted in the
course of privatizations of former public entities. Especially for the purposes of international
comparison, it seems important to highlight the fact that firms do not in general have the right
to negotiate collective agreements for their workers, as will be explained below.

6 A detailed description of the Austrian system can also be found in (Glassner and Hofmann, 2023; Mesch, 2015).
7 Detailed norms are available online at https:/www.ris.bka.gv.at/eli/bgbl/1974/22/P4/NOR12096972 (accessed
07.01.2025).
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3.1 Voluntary associations of employers or employees

The Labour Constitution Law (ArbVG) gives the right to sign collective agreements to voluntary

organizations of employers and employees if they represent a sufficiently relevant portion of
the economy for which they wish to set wages. It is not possible to provide a clear-cut percent-
age, but recent verdicts pointed out that organizing less than 8.5% of potential job holders is defi-
nitely too little® (Grillberger, 2018, p. 483). However, this question is legally too complex to be

distilled into a single percentage share. Formally, voluntary organizations had to apply for the

right to negotiate at the Bundeseinigungsamt, and a list of all organizations holding the right to

negotiate can be found in the online appendix.

To obtain the right to negotiate, a voluntary organization has to

explicitly state the aim to regulate employment conditions in its statutes,

e cover asufficient range of the employers or employees in the regional and professional
sphere for which it wants the right to negotiate,

e have sufficient economic relevance based on its share of employees and relevance in
the branch of activity, and

e beindependent from the other side of the collective agreement.

If these conditions are met, the organization has the right to become kollektivvertragsfihig, which
is the legal term for being permitted to sign collective agreements on behalf of one’s members.

3.2 Large (non-commercial) associations

Associations can apply for the right to negotiate on behalf of employers in collective agreements

covering their own employees only. Therefore, they must not be members of an employers’ asso-
ciation. They have to be organized as a non profit organization (Verein ) according to the stipula-
tion of the Vereinsgesetz which, among other things, means they have to be non-profit organizations.
Currently only four rather small associations® have this particular right. Extension mechanisms,
which will be addressed later, cannot be applied to agreements signed by such associations.

3.3 Mandatory associations of employers or employees

Austria has a rather unique system of professional self-governance. Most employed people, the
self-employed as well as employees, are members of such a self-governing institution. These

8 The author also highlights an earlier verdict by the VwGH (Supreme Administrative Court) that even 23% of poten-
tial members might be too little, which the author deems overly ambitious.

9  Verein Wiener Symphoniker; Wiener Tierschutzverein; Neustart - Bewadhrungshilfe, Konfliktregelung, Soziale
Arbeit; Niederdsterreichisches Hilfswerk.
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institutions have mandatory membership within their respective constituency, defined by
labour market, professional or class status. Such institutions are quite common in many coun-
tries for liberal professions, like lawyers, medical doctors and chartered accountants. Even
institutions like the Economic Cambers usually called chambers of commerce or chambers of
trade are frequently seen in other countries. The rather unique feature in Austria, however,
are the Chambers of Labour and the Chamber of Agriculture. These institutions act not only as
self-governing interest groups but also as representatives of employers (or employees) in col-
lective agreements, which is unusual in other countries.!

Special laws constitute these organizations as “chambers” with mandatory membership. In
return, the members have the right to democratically vote for the leadership of their chamber.
Apart from negotiating collective agreements, chambers also represent the interests of their
members in other fields of politics, like professional regulations, competition policy, social secu-
rity issues and many others."

The link between mandatory membership and democratic self-governance is a core element of
the Austrian system of representation and important to securing the principle of freedom of
association (Korinek, 1991; Miiller, 2020). In addition, there is precedence of agreements signed
by voluntary organisations over those concluded by mandatory institutions if they might be in
conflict for the same employment relationship. Therefore, mandatory organizations are not
able to prevent voluntary ones from organizing.

A notable implication of the self-governance principle is the fact that citizenship is not required
tovote in internal elections. The chambers are therefore the only institutions of wider govern-
ment where non-citizens have the democratic right to vote for their political leadership. Non-
citizens make up almost a quarter (24%) of employees and self-employed persons in Austria
(‘Arbeitsmarktdaten online’, 2024).

3.4 Public bodies

As is the case in most other countries, the wages of public servants are set by law. The employer
- inthis case, the state - has the formal right to set wages unilaterally. De facto negotiations take
place between the public sector unions (GOD, Younion) and the federal government and repre-
sentatives of the Austrian federal states and are very similar to the wage rounds in the private
sector. In addition to setting the wages for public servants, public authorities have the ability to
sign collective agreements for their non-executive staff like public utility workers or hospital staff,
and do so regularly. Such agreements cover large numbers of healthcare workers, for example.

10 For adescription of the role played by mandatory associations in practical wage-setting, see for example
(Zuckerstatter, 2020).

11 Karl Korinek (*1940, 12017), a former member of the Austrian Constitutional Court, gives a detailed analysis of
the character and roles of professional self-governance in the political system of Austria, reprinted in German in
Korinek (2018).
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3.5 Non-negotiators, individual firms

Individual firms or enterprises are, with the exception of some special cases,"? not allowed to
negotiate collective agreements for their employees in Austria. This is an important differ-
ence from many other countries. However, individual employers do of course negotiate indi-
vidual employment contracts. With individual contracts, changes can only be made with the
consent of the affected employee, while changes to collective agreements can be negotiated
between the relevant parties without asking each affected worker individually. Individual con-
tracts are subject to the “favourability principle”, which means that deviations from the stipu-
lations of a collective agreement are only possible if they are to the benefit of the employee, or
if they are explicitly allowed by the relevant agreement. To understand the full picture of the
consequences of such regulations, however, one must take the low protection against dismiss-
al into consideration.

By international standards, the combination of high coverage rates of collective agreements
and low to no dismissal protection bears some unfamiliar consequences. One of them is a high
diversity of minimum pay rates by job characteristics, qualification and experience. Collective
agreements usually contain full schemes which stipulate minimum pay according to a detailed
scale, or, especially for white-collar employees, a matrix of qualification groups and job expe-
rience. This detailed regulation is a necessary consequence of the weak dismissal regulation,
because in Austria it is not illegal to dismiss employees because the employer deems them too
expensive.

Changes to individual contracts are possible by dismissing the employed person and reemploy-
ing them under a new contract. In Austria, it is perfectly legal to demand acceptance of a low-
er wage as a condition for reemployment. This procedure is known as Anderungskiindigung,
which could be translated as “conditional dismissal for change”. However, the minimum pay for
the job as stated in the collective agreement cannot be undercut. Minimum conditions for specif-
ic qualifications and experience are the only protection of employees’ long-term income expec-
tations as they guarantee a minimum level of payment which must not be undercut given their
specific qualifications and experience.

12 These organizations are listed in the online annex. They are mainly former parts of the public sector and to some
extent inconsistent with the fundamental ideas of the Austrian collective labour law. Another list of these organiza-
tions and some indication of the legal debate are given in (Mosler, 2020).
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4. The institutional landscape of collective bargaining
4.1 Voluntary organizations representing labour

4.1.1 Unions

Asmentioned above, legally speaking there is only one trade union in Austria: the Austrian Trade
Union Federation (OGB). Allunion members belong to the OGB, and individual unions are subdi-
visions (i.e. multi-branch or branch-level/sectoral unions) of the OGB. The OGB controls financ-
es (including strike funds) for the entire union movement and employs all paid union officials,
including those working for the subdivisions. Currently, the subdivisions are organized accord-
ing to the industrial union principle for all manual workers, and there is a separate division for
salaried workers. The subdivision for public employees is again a special case. It resembles an
industrial union as it represents all the employees of one employer, the state including the fed-
eral states, but it is also a form of a cross-industrial union as public employees are ac in many
fields from education to healthcare to security, which make it more akin to a cross-industry union.
Even though the OGB is legally the negotiating party, actual wage negotiations are carried out
by the respective subdivisions, which are in practice largely autonomous in their wage policies.

Figure 1: Organization of the Austrian Trade Union Federation

. G P A Private sector white-collar workers, in all sectors including
journalists and manual workers in printing.

e GO D Ll  PUblic sector workers, including public servants in federal states

Y o White and blue-collar workers in municipalities, performing arts
ounion (theatres, orchestras) and professional sports

GB _

. Blue and white-collar workers on the railway, blue-collar workers in
V|da L (rade, in the transport sector including land and air transport, and in
social services including private health services.

Postal services and parts of the former state-owned
telecomunications company

— Pro GE — Blue-collar workers in agriculture, mining and production

Source:: OGB, own depiction.
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The OGB as well as its sub-unions have regional representations in each of the nine federal states
of Austria. These federal subdivisions take care of the direct contact with, service provision for
and organizing of members and works councils.

The Austrian Trade Union underwent a substantial number of reorganizations' between 2000
and 2009, which resulted in a reduction of its subdivisions from 14 to 8. Table 1 gives an over-
view of the evolution of union structure and membership. Currently existing subdivisions are
printed in bold.

Table 1: Union membership by sub-union

1993 2000 2010 2023
GPA-DJP 353,657 304,621 269,103 290,667
Private sector salary earners (GPA) 333,213 286,576 269,103 290,667
Print and journalism (DJP) 20,444 18,045
Younion 191,705 190,371 156115 143,945
Municipal employees (GDG) 174,927 174,677 156,115 143,945
Arts, sports (KMSfB) 16,778 15,694
GOD (public sector union) 228,815 234,187 232,065 261,250
GBH (construction) 186,723 159,985 117,623 114,786
GPF (postal service and telecommunications) 82,275 75,579 53,730 40,317
VIDA 206,364 184,183 152,460 131,986
Railway (GDE) 114,956 99,052
Trade and transport (HTV) 38,220 35,099
Tourism and personal services (HGPD) 53,188 50,032
PRO GE Production Workers 366,477 293,467 230,015 230,039
Metal, mining, energy (MBE) 230,021
Textile, clothing, leather (TBL) 30,927
Metal, textile, leather (GMT) 216,730
Agriculture and food (ANG) 54,357 40,797
Chemical industries(GdC) 51,172 35,940
0GB 1,616,016 1,442,393 121171 1,212,990

Source: OGB homepage and congress reports, own calculation.

13 The reforms were partly driven by the loss of the union-owned BAWAG bank. The bank was initially funded in
1922 to provide financial services especially to workers and to consumer cooperatives. It became one of the largest
banks in Austria and provided the trade union with a steady flow of dividends which supported the union work.
The bank almost collapsed in 2005 after the collapse of the US broker Refco due to fraud by its management. To
avoid bankruptcy, the OGB sold the bank to the US fund Cerberus using practically all the proceeds from the sale to
recapitalize the bank and avoid using a state guarantee. The cost of saving the bank and the loss of future revenues
increased the pressure to restructure the OGB. A detailed account of union reorganization can be found in Glassner
and Hoffmann (2019, 2023), a summary story of the BAWAG can be found in Wikipedia .
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Even though membership was on the decline from 1,677,265 in 1981 t0 1,196,538 in 2015, it start-
ed to stabilize and even increase slightly to 1,212,990 in 2023. But the increase from 2015 to 2023
was not sufficient to keep pace with the general increase in employment of about 12%. The suc-
cessful reorganization and the additional mobilizing effect of uncooperative negotiations on
the employers’ side during the high inflation period in 2023 helped the unions to recruit addi-
tional members, which might be seen as a turning point (Muratovic, 2024).

4.1.2 Small specialized employee organizations

In addition to the unions of the OGB, there are three very specialized organizations representing
employees. First, the Verband angestellter Apotheker Osterreichs represents employed pharma-
cists working for self-employed pharmacists (approximately 6,000 people'¥). The organization
is small because it only covers university-educated pharmacists who are also members of the
Chamber of Pharmacists representing the employer side in the negotiations. Non-university-
educated personnel are represented by the union of white-collar employees in the private sector
(GPA). Second, the Verein Oberosterreichischer Land- und Forstarbeiterbund represents agricul-
tural and forestry workers in Upper Austria, which is limited to about 4,000 members (0.0. LFB,
2024). Third, the Verein evangelischer Pfarrerinnen und Pfarrer in Osterreich covers Protestant
priests in Austria and represents about 400 members (VEPPO, 2024)%.

4.2 Mandatory organizations representing labour

4.2.1 Chambers of Labour (Kammer fiir Arbeiter und Angestellte)

In addition to the trade unions, Austria has another form of organization for the represen-
tation of employee interest: the Chambers of Labour. They were founded in 1920 to support
trade unions in their work by providing expertise, advice and training following long-stand-
ing demands by trade unions and social democrats (Mulley, 2020). A reform of the Chambers of
Labour in 1992 introduced a direct obligation to go to court on behalf of their members if their
rights in the workplace or in social security provision are violated. Before the reform they only
did so if there was a more general interest to obtain precedence for similar cases.

Ex lege/in principle, the Chambers of Labour have the right to negotiate collective agreements
on behalf of their members but almost all of them are yet to avail themselves of this right. The

14 According to the homepage of the Austrian Chamber of Pharmacists, 6,341 university educated pharmacists are
employed in pharmacies (Apothekerkammer, 2024).

15 There is another organization of non-self-employed medical doctors (Asklepios) which wanted to obtain the right
to negotiate collective agreements but did not reach the necessary degree of representativity. The so-called Freie
Exekutivgewerkschaft also claims to be a union but lacks the necessary representativity to negotiate collective agree-
ments.(‘Asklepios’, 2025; ‘Freie Exekutivgewerkschaft (FEG)', 2025)
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reasons are twofold: first, the chambers are not in a position to organize industrial action. Without

this potential threat, no meaningful collective negotiation is possible. Second, the law explicit-
ly states that in the event of two agreements potentially covering the same labour relation, The

agreement signed by voluntary organizations prevails over agreements signed by organiza-
tions with mandatory membership.(see also chapter 3.3 above)

The Chambers of Labour thus only play an indirect role in collective wage-setting. They are obliged
by law to support the trade unions in negotiating agreements. This is done by preparing statistics
and analytical material and providing legal support. But even more important is the legal rep-
resentation they provide to members to ensure the collective agreements are enforced. This is
especially important for workers who are not part of a union or a union-organized workplace.'

There is a Chambers of Labour in each of the nine federal states. However, in contrast to the
Chamber of Commerce there is no separate, overarching chamber at the level of the central
state. The Bundesarbeitskammer, which takes care of political representation at national level,
is made up of delegates from the federal chambers. The administrative tasks for the federal lev-
el are taken care of by the Vienna chamber.

Table 2: Presidents of the Chambers of Labour

President of the

Federal Chamber Period Former position

Franz Domes 1921-1930 Head of the Metalworkers’ Union and the Association of Free Unions of
Austria.

Karl Weigl 1930-1934 Central secretary of the Social Democratic Union of Trade Transport and
Railway Workers.

Karl Krisch Aug-Oct 1945 Central secretary of the Union of Food and Tobacco Workers, general
secretary of the 0GB

Karl Mantler 1945-1948 AK-WNB Head of the illegal Underground Union

1946-1956 AKW

Karl Maisel 1956-1964 Chairman of the Metalworkers’ and Miners’ Union

Wilhelm Hrdlitschka 1964-1975 Chairman of the Chemical Industry Union

Adolf Czettel 1976-1988 Chairman of the Metalworkers’ and Miners’ Union

Heinz Vogler 1989-1994 Central secretary of the White-Collar Private Industry Union

Lore Hostasch 1994-1997 President of the Private Sector White-Collar Union

Herbert Tumpel 1997-2013 General Secretary of the 0GB

Rudi Kaske 2013-2018 President of the Tourism Union

Renate Anderl 2018- Vice president of the Production Workers’ Union, vice president of the GGB.

Source: own portrayal based on data from the (Arbeiterkammer, 2024).

16 The Chambers of Labour publish an annual report on their activities for members, including the numbers
concerning legal representations. In 2022, there were 2.5 million cases and €489 million was won for its members
(Bundesarbeitskammer, 2022).
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Elections to the general assembly of the Chambers of Labour (Vollversammlung) are held every
five years. In turn, the general assembly votes for a president for each chamber. The candi-
dates are mostly unionists organized in different political factions with Social Democrats and
Christian Democrats holding most of the votes. This close connection becomes even clearer in
table 2 which shows that all presidents of the Chambers of Labour had previously held leading
positions within the OGB.

While there are no empirical studies on the effect of chambers on union membership, the devel-
opment of union membership in comparison with other European countries does not indicate
that chambers have a negative impact. Competition between the union and the chamber is not
likely for at least three reasons:

1. Chambers are democratic institutions, and their elected leaders are almost exclusively
unionists from the OGB. The Chambers of Labour were explicitly founded as suppor-
ting institutions for unions and on the intervention of the unions; therefore, chambers
support unions in the fields of data analysis, training and legal advice.

2. Chambers refer members to unions in many cases where unions are better equipped
to help them or when cooperation between a larger number of unionized and non-uni-
onized members is required (e.g. in cases of insolvency).

3. As chambers are financed by mandatory contributions, there is nothing for them to
gain in competing with unions for members. In contrast, it is beneficial for the cham-
bers and their members to support stronger unions as most of the improvements in
working conditions that chambers can enforce first have to be negotiated by the unions.

4.2.2 Chambers of Labour in Agriculture (Landarbeiterkammern)

After World War II the employees in agriculture who had had no mandatory representation
before, gained their own chamber in seven federal states. Agricultural workers in Vienna and
Burgenland became members of their respective Chamber of Labour. In the 1950s, agricultural
workers represented a significant portion of employees in Austria; for instance, by 1951 about
one third of all employees were in agriculture (most of them self-employed persons and fami-
ly members).

Today, the Chambers of Agriculture still negotiate collective agreements for a small group of
employees in some federal states. Their organization is set up independently in each federal
state as the regulation of agricultural affairs is one of the areas for which the federal states are
responsible according to the Austrian constitution. Recently they grew in importance as the
numbers of agricultural workers from Eastern European member states increased in Austria.
There is an overlap in organizational domains between unions and the chambers, but as pointed
out above agreements of voluntary organizations overrule those by mandatory organizations.
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4.3 Mandatory organizations representing employers

While the negotiations on the employees’ side are dominated by voluntary organizations, employ-
ers usually organize within their respective mandatory organizations. Nevertheless, there are
some important agreements which are negotiated by voluntary employers’ organizations, as
will be described below. To understand the interplay of voluntary and mandatory organiza-
tions in the field of collective bargaining, it is important to understand the relation between
the two forms of organization.

Table 3 gives a quantitative impression of the various organizational forms on the employer side
in collective agreements. While the Chamber of Commerce covers the employers of about two
thirds of Austrian wage earners and about 16% fall into the wider public sector, the remaining
roughly 15% is covered by other institutions. The data are incomplete in the field of agriculture
as the base data are from the survey of production and service enterprises which does not cov-
er this sector. Nonetheless, the available data highlight the quite substantial amount of organiz-
ing work necessary for Austrian unions to maintain their bargaining coverage even in spite of
the chamber system.

Table 3: Employees by employer organization

Legal status of the employer association Emp- Share
loyees
Wirtschaftskammer (Economic Chambers) 2,468,067 67.711%
Landwirtschaftskammer (Chamber of Agriculture) 391 0.01%
Kammer der freien Berufe (Chambers of Liberal Professions) 126,207 3.46%
Berufsvereinigung der Arbeitgeber (Voluntary Employers’ Organizations) 75,312 2.07%
Sondergesetz (special legal provisions) 108,740 2.98%
Mixed (heterogeneous groups across different employers’ organizations, and the public sector) 226,690 6.22%
Mindestlohntarif (minimum wage tariff) 1,007 0.03%
Offentliche Korperschaft (public body) 583,081 16.00%
Unbekannt (unknown) 55,510 1.52%

Source: Statistik Austria, own calculation; for details see Annex 1.

4.3.1 The Economic Chambers (Wirtschaftskammer, WKO)

The WKO or Austrian Economic Chambers usually represents the employer side in wage nego-
tiations. Membership of the chamber is mandatory for most enterprises and EPUs. The cham-
ber is organized at the national level and at the level of the nine federal states. The chambers
are organized into seven major sections: Crafts and Trades, Industry, Commerce, Banking and
Insurance, Transport, Tourism and Leisure, and Information and Consulting, which in turn are
divided into branch organizations called a Fachgruppe, Fachverband or Gremium. The right to
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negotiate lies with the Fachgruppe or Fachverband at the federal state level. The detailed orga-
nizational chart is shown in the online appendix.

This federal and branch structure results in a very fine-grained net of professional representa-
tion with half of the units consisting of fewer than 92 enterprises, and 90% having fewer than 700
members. This gives the individual member sufficient influence in the representative body. The
organizations at the federal state level usually delegate their right to negotiate to their nation-
al branch-level organization. But they implicitly retain a form of veto power over their central
organization as they can reclaim the right to negotiate at any time. This is crucial as it moder-
ates the centralistic character of the Austrian wage negotiation system.

The branch-level organizations of the WKO are not predominantly wage negotiation bodies.
They also represent members’ interests to government and European bodies and provide ser-
vices such as support in foreign trade or education and training for the self-employed. They also
play an important role in controlling access to some professions in terms of professional edu-
cation and licensing (Meister- oder Konzessionspriifung). They also determine the self-govern-
ing bodies for the social insurance system of the self-employed, and they nominate employers’
representatives within the social insurance system for employees.

The system of the Economic Chambers covers roughly 2.5 million employees or about 66% of all
Austrian employees. This constitutes one but obviously not the only reason for the high cover-
age rate of collective bargaining in Austria.

4.3.2 Other chambers

Most of the other chambers, like those for lawyers, doctors and agriculture, also negotiate col-
lective agreements on behalf of their members with the respective branches of the OGB. In total,
these chambers of the liberal professions employ about 3.5% of employees (approx. 130,000).
In the past, agreements with these chambers proved to be more difficult and less cooperative.
Historically, the Chambers of Agriculture” were also important partners to collective agree-
ments. They still negotiate on behalf of their members, but their quantitative importance is
diminished. According to NACE-based statistics, agricultural enterprises employ about 26,000
employees, hardly reaching 0.7% of total employment in Austria.

17 Again, as the federal states are in charge of the regulation of agriculture according to the constitution, the Chambers
of Agriculture have no legal representation at the national level, which they compensate by voluntary cooperating
within the Landwirtschaftskammer Osterreich, which legally speaking is a Verein or association of the federal cham-
bers. They are also of interest from a legal perspective as some of the federal chambers represent both employers
and employees within one organization but in separate organizational departments. Whether this is sufficient to
guarantee the independence of the two negotiating parties is still debated by labour law experts, among others
(Mosler, 2012, p. 288 f).
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4.4 Voluntary organizations representing employers

As shown in the online appendix, there is a substantial number of voluntary organizations

representing employers in spite of, or in addition to, the system of mandatory representation.
Among these organizations, two different types or situations can be distinguished: organiza-
tions representing employers outside the system of mandatory membership and organizations

representing employers concurrently with mandatory representational systems. Some of the

latter negotiate their own agreements while others leave negotiations to the representative bod-
ies of the mandatory system.

The first group consists of employers’ organizations that were historically outside the chamber
system, like newspaper publishers or electricity suppliers.’® These organizations have a long-
standing tradition of negotiating collective agreements. Newspaper publishers, for example,
have special regulations due to the important role of media in a democracy, which kept them out

of traditional branch organizations. The number of people employed by newspapers is estimat-
ed at around 5,000. Electricity suppliers were outside the system as they have been state-owned

for most of the time since World War II and therefore there was no need to integrate them in

another self-governing structure. They employ about 20,000 people.

Another group of organizations consists of newly formed employer organizations in the field

of social and educational services. They have gained in importance over recent decades due to

the privatization of services formerly provided by the public sector or within the family, like

care for the elderly and children and some other social services. These employer organizations

now form an important part of the bargaining system. Without the possibility to have recourse

to an organization enjoying the advantages of mandatory membership, constant pressure and

organizing efforts from the union have been needed to keep this increasingly important sec-
tor in the bargaining system. Employers in the care sector in Austria are mainly non-profit

entities and largely dependent on public funding or the public procurement of their services.
This puts them in an intermediate position between employees demanding higher wages and

public bodies often unwilling to pay more for their services. It might be exactly this interme-
diate position which gives the employers an incentive to form an employer organization that

is able to provide collective bargaining at all. Passing on increased labour costs to their pub-
lic client becomes somewhat easier if there is a legal obligation to pay according to a collective

agreement. This sector of private providers of childcare, elderly care and social work is esti-
mated to employ about 150,000 people. This number is particularly uncertain as official statis-
tics still do not distinguish sufficiently between the private for-profit, the private non-profit

and the public care sectors.

18 Another example are cooperatives especially in the so-called “Raiffeisen” sector, which consist of cooperative orga-
nizations mainly of farmers providing various services like the wholesale of agricultural products or maintaining
agricultural machinery. One of the sub-sectors in the Raiffeisen sector is banking. They form their own association
and use their right to collective bargaining regularly. The number of people employed by Raiffeisen is extremely
hard to estimate.
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The second group of employers’ associations consists of lobby organizations like the Bankers
Association, the Association of Insurance Companies or the Federation of Austrian Industries.
These organizations usually cooperate very closely with the corresponding organizational
units of the Economic Chambers. In some cases, they even take over some of the tasks from the
chamber. While the representative bodies from the finance sector take part in collective nego-
tiations, other bodies like the Federation of Austrian Industries leave this task to the chamber.
In any case, if a voluntary organization reaches an agreement, it replaces the one negotiated
by the mandatory body. In many cases it is easier for voluntary organizations to ensure broad
compliance by leaving the task of negotiating to the mandatory organization. Members of vol-
untary organizations could always use the exit option if they are not satisfied with the compro-
mise reached in wage negotiations, while members of mandatory organizations only have the
voice option® (Hirschman, 1974) within their institution. If voluntary organizations come to
an agreement, the WKO usually signs the same agreement to give it full coverage in the sector.

4.5 Social partnership and the Parity Commission

This article will not go into detail on the important political role played by social partners
in Austrian post-war policy beyond pure wage policy.° One central element was the Parity
Commission (Paritdtische Komission) that was set up in 1957 as a voluntary institution of coop-
eration between the main bodies of employer and employee representation. The commission
played an important role in curbing post-World War Il inflation in Austria by avoiding a high
frequency of contract renewals on the wage side, and by supervising and regulating the prices
of many goods. The character of the commission has changed substantially from a core instru-
ment of social partner influence in economic policy to an advisory and consultation instrument
of the social partners. It still plays some role in coordinating the position of the social partners
in the main fields of economic policy (‘Die Sozialpartner Osterreich’, 2024).

In the field of wage policy, it retains the task of permitting the renegotiation of collective agree-
ments, but it focuses mainly on their timing. Unions still request permission from the wage
commission to renegotiate or renew collective agreements. Almost always this procedure is a
technicality, as the commission does not exert influence on the content of agreements but con-
stitutes an important safeguard to keep the system from falling apart or dissolving in demar-
cation issues. Economists would call it an important off-equilibrium instrument, which entic-
es subdivisions of the unions as well as employers to coordinate and report to higher levels of

19 Albert O. Hirschman, in his seminal work Exit, Voice, and Loyalty (German: “Abwanderung und Widerspruch”)
(Hirschman, 1974) distinguished two possible responses for members if they think that an organization Is providing
not enough benefit to them: they can exit (withdraw from the relationship); or, they can use voice i.e.. attempt impro-
ve the relationship through communication of complaints, grievance or proposals for change within the organiza-
tion, in our case also vote against the current leadership. (‘Exit, Voice, and Loyalty’, 2024).

20 See Karlhofer and Talos (2005) for comprehensive overviews of the diminishing political influence of the social
partners, and Karlhofer and Télos (2019) on the changes during the first and second centre-right coalition. A detai-
led account of the current role of these social partner organizations can be found in Marterbauer and Witzani-Haim
(2023), Pernicka (2022), and Talos and Hinterseer (2019).
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the organization, and potentially refuses to allow negotiations if they are not in line with high-
er-level interests. In the view of many commentators, the wage commission now plays a minor
role, confined mainly to tasks of documentation (Schiller, 2018, p. 189 ff).

5. The core of the social partnership: Collective agreements

Collective agreements (Kollektivvertrdge) are the core legal instrument in the Austrian system

of wage-setting. As in most countries, they take an intermediate position between direct regula-
tion by law and private contractual agreements between the parties involved. This intermediate

position is sometimes illustrated in labour law by a nested system of legal regulations, starting

at the individual level of employment contracts, which must obey the limitations of the relevant

collective agreement but are usually free to deviate in favour of the employee. The same holds at

the next level of collective agreements, which again must stay within the minimum standards set
by law but again can improve conditions above that standard to the benefit of the weaker party
of the employment relation, i.e. the employee. Thus, in most cases the hierarchy is from gener-
al to specific, with the latter usually being favourable to the employees. However, even within

the limits of these favourability principles, trade-offs and deals within connected dimensions

of the regulation are possible.

Figure 2: Relations of collective agreement to other regulations
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Laws provide the overall conditions
under which collective and individual
contracts are possible.

Collective agreements are negotiated
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the competences given to them by the
law.
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laws and collective agreements.
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Source: own presentation

5.1 The content of collective agreements

The agreements specify collective minimum pay for different job categories (KV-Lohne [wag-
es], KV-Gehdilter [salaries]). These wage or salary tables range from very detailed categories of
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qualifications and experience to rather simple three or four-group schemes with little further
differentiation. Qualifications are specified in many ways, the focus being on the description
of qualifications actually needed on the job, not on the job holder’s formal qualifications. The
same holds for experience categories that explicitly refer to former work experience within a
particular category but not to age or length of employment at the specific firm.

In about a third of agreements, increases in actual pay (Ist-Lohne, Ist-Gehdlter) are also agreed

upon. These are not to be confused with take-home pay or net wages as they refer to the gross

earnings people actually receive. While minimum pay is binding for all people doing a partic-
ular job, it by no means constitutes the maximum pay for that work. It is perfectly legal to over-
pay without changing the minimum category. A change in the pay category becomes obligatory
only if the content of the job falls into a higher classification. Firms regularly overpay the min-
imum to give people extra incentives, to reward them for specific additional skills, or to com-
pete for workers within the sector. In some sectors it has become standard in wage negotiations

to also arrange increases in actual payments. Without such agreements, only people earning
below the new minimum would benefit from pay increases. Increases in actual pay tend to be

slightly lower than increases in minimum pay.

There are some important points which must be highlighted here:

Only minimum pay per job category is binding, especially for newly hired employees, while
overpayments are paid voluntarily by each firm. Whether a branch overpays or pays exactly
the agreed minimum is not necessarily informative about labour market tightness or pay scales
relative to other branches. Some branches tend to use overpayments as a form of special incen-
tive for their employees, while others tend to use promotions to higher job classifications rather
than overpayment. Pay scales can go high for some qualifications, like medical doctors or other
specialist qualifications. Due to the weak legal protection against dismissals for pay reductions
(see description of Anderungskiindigungen above), even highly paid employees need some pro-
tection against pay pressure after they have gained firm-specific human capital investment.*

Collective agreements also specify how and when wages or salaries are paid. Most white-collar
employees are paid on a monthly basis, while for blue-collar employees hourly wages are still
in use.?? Collective agreements also specify working times in various ways, first of all the time
used to calculate pay. While this may seem trivial in the case of hourly wages, it soon becomes
complicated when discussing whether the time taken to change clothes, clean up or travel to the
workplace etc. should be paid or not. As soon as weekly (extremely rare) or monthly payment
(most common) comes into play, regular working time, holidays and leave in special cases have
to be specified. Depending on the branch, these specifications are part of collective agreements.

21 Collective monthly minimum pay therefore ranges from the very low level of €566 for apprentices for dentists’
assistants to €10,280 for leading medical doctors with more than 35 years of experience at the end of their career.

22 Out of 500 collective agreements 375 specify monthly, 120 hourly, 4 weekly and 1 annual pay. Some specify rather
specific forms of piece rates.
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Holiday and Christmas bonuses enjoy preferential taxation in Austria, therefore practically
all collective agreements specify some form of a 13th and 14th monthly payment. Despite being
called “monthly”, they are also common in sectors with hourly wages and with employments
of less than a full year.? In terms of annual working time, holiday entitlements for single days
such as Christmas Eve or New Year’s Eve are part of some collective agreements but not in oth-
ers. Moreover, sick leave, holiday entitlements, working conditions, periods of notice in case of
termination and many other regulations can be stipulated in collective agreements.

This list of matters that can be regulated in collective agreements is by no means exhaustive, but
the main takeaway is the possibility of having flexible and industry-wide regulations on many
work-related issues without delegation to the firm level, which eventually rendered these areas
an issue of competitiveness between firms. The agreements also facilitate compromises on pay
deals by widening the range of potential subjects of negotiations.

5.2 The common procedure to reach a collective agreement

The employers’ side in collective agreements is usually represented by the relevant chamber,
mostly the Economic Chambers (WKO), while the employee side is usually represented by the
voluntary organization of the Austrian Trade Union Federation (OGB). In total, there are sever-
al hundred collective agreements covering the various branches and collective wage bargain-
ing is spread throughout the year. The start of the validity of the agreement is concentrated at
the beginning of the year, with some agreements commencing in spring and a third focal point
occurring in November (Bittschi, 2023 Abb. 4, p90). Agreements are usually due for renegotia-
tion annually, but two-year or even longer periods are possible as well.

The negotiations for the metal industry take place in autumn and are usually regarded as a bench-
mark for other branches. Several studies show the pattern-setting character of the autumn round

(Bittschi, 2023; Knell and Stiglbauer, 2009; Traxler and Brandl, 2008). The negotiating parties

use the information from the autumn economic forecast of the Austrian Institute for Economic

Research (WIFO) and the Institute for Advanced Studies Vienna (HIS) as their basic economic

outlook. Especially the WIFO plays a notable role here as it is partly financed by the social part-
ners and usually considered to provide a neutral forecast. This is also the point at which expected

inflation enters the wage formation process. In addition, information on past inflation, produc-
tivity growth, international unit labour costs, branch-specific developments (surveys, balance

sheet data, etc.), and unemployment are taken into consideration.

Austrian unions roughly follow a productivity-oriented wage policy, which can as a first approx-
imation be summarized by the rule that inflation plus general productivity increase equals the

23 Ifaperson works less than a full year, the additional payments are calculated proportionally to their actual time
of employment. In some cases, employees need a minimum employment time to receive additional payments; for
example, for service personnel in hotels and restaurants it is two months.
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nominal wage increase, also known as the Benya Formula named after a former president of
the OGB (Mesch, 2015; Zuckerstitter, 2012). However, this overall guideline is modified in many
ways by general labour market or branch-specific factors. There were also discussions about
the appropriate measure of inflation as the guideline for wage demands during the high infla-
tion period of 2022-2023. The unions decided to stick with the previous convention of using
the average inflation of the previous 12 months. This of course caused a significant lag in wage
adjustment but also helped to slow down inflation propagation.?

Negotiations in the metal sector start with general talks about the economic situation and
outlook, followed by a presentation of the union’s pay demands. These demands were pre-
sented behind closed doors for many years, but now they tend to be presented in public.
The ensuing series of negotiations usually leads to an agreement that comes into force by
1 November. The demands made, as well as the approval of the negotiation results, are up to
the executive committee of the relevant union, which also decides on any industrial action.
A strike must be approved by the OGB, but industrial action has been uncommon in Austria
over recent decades.

The procedure in the event of the escalation of collective negotiations is to hold general staff
meetings (Betriebsversammlungen) in the most important firms affected by the agreement and

to inform employees about the current situation. If industrial action becomes necessary, gen-
eral polls are held among the affected employees. In contrast to other countries, there is no for-
mal obligation to do so since Austrian legislators deemed it better to avoid detailed regulation

of industrial conflict and rely on the social partners’ ability to reach constructive solutions. In

many cases, strikes were called off after a majority of polled employees being in favour of indus-
trial action led to last-minute compromises. Sometimes the relevant heads of the union and the

Economic Chambers act as mediators.

By 2023 the climate in the core sector of the metal industry had become less consensual. Employers
offered wage increases of only 1.9 to 2.2% in response to union demands of 11.6%, while average
inflation stood at 9.6%. The negotiation resulted in warning strikes combined with protracted
negotiations. While negotiations usually take about a month and reach an agreement before
1November, in 2023 it took till 1 December (wage increases were later backdated to 1 November).
To some surprise, there was no attempt by the leadership of the union or the Economic Chambers
to mediate. It remains to be seen whether this was a one-off complication caused by the unusu-
ally high and unexpected inflation or a permanent shift to a less consensual climate. The com-
promise included a biannual agreement with the pay increase for 2025 indexed to one percent-
age point above average inflation, therefore providing a cooling-off after a rather heated wage
round in 2024. And the possibility to renegotiate the increase if a firm is under economic strain
(“Hartefallklausel”).

24 The Russian invasion of Ukraine started in February 2022. Given the high dependency of Austria on imported ener-
gy, especially natural gas from Russia via Ukrainian pipelines, it was not deemed sensible to introduce additional
uncertainty by changing the wage adjustment rule.
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6. Additional instruments and provisions

There is no minimum pay legislation in Austria besides the minimum pay set in collective agree-
ments.? Even though no explicit minimum pay legislation exists, some legal regulations do cov-
er certain aspects, such as the entitlement to sign collective agreements and the extent of that
agreement’s coverage. As these regulations are often overlooked when analysing wage regimes,
they will be briefly described here.?

6.1 Erga omnes

If an employer is a member of the contracting party to the collective agreement, the collec-
tive agreement by law covers all employees of the company regardless of their membership
status in the contracting union (Aussenseiterklausel). In contrast to some other countries,
this also has the consequence of extending collective bargaining coverage to (higher-paid)
jobs in higher positions of organizational hierarchies. Only the core of entrepreneurial jobs
in top management positions are exempt from collective agreements. As mentioned above,
this is also a necessary consequence to secure employee rights given the flexible employ-
ment law and weak dismissal protection in Austria. The reach of collective agreements, and
thus of minimum pay regulations, is therefore extensive despite the lack of a universal min-
imum pay act.

6.2 Extension clauses

If an agreement has been reached with a large share of the employers’ representation (e.g. eight
out of nine federal states), then the agreement can be declared binding for all similar estab-
lishments in Austria (Satzung). The same holds for agreements in which employers are rep-
resented by voluntary organizations if those organizations have sufficient economic impor-
tance within their sector. Austrian law allows for extension clauses to make all or some of the
stipulations of the agreement binding for non-members within the same branch of activity.
However, they cannot extend beyond the branch covered. There are a few areas where exten-
sion is a regular practice: private health and social support organizations, organizations pro-
viding ambulance transport, private educational organizations (mainly in adult education),
and newspaper printers, because they are negotiated by non-mandatory employers’ organi-
zations and have to be extended.

25 There are special regulations (Mindeslohntarife) for cases in which no employers’ organization exists, but they are
of minor importance.
26 Anexcellent overview can also be found in Melzer-Azodanloo (2016).
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6.3 Minimum wage tariffs

If no employers’ organization exists, Austrian law allows for so-called minimum wage tariffs

(Mindestlohntarife). These Mindestlohntarife are set by the Bundeseinigungsamt on the request

of the unions and after consultation with employer representatives from the WKO. Minimum

wage tariffs are a somewhat less state-centred form of minimum wage laws which apply in sec-
tors where employees would be entirely without the opportunity to have some form of collec-
tive representation. The typical areas for minimum wage tariffs are people employed in the real

estate sector like caretakers or domestic employees, since landlords and private households are

not sufficiently organized to negotiate agreements on behalf of employers. Especially agree-
ments for domestic workers have gained in importance recently due to the growing relevance

of elderly care organized by private households, i.e. 24-hour care workers.

6.4 Special provisions for freelance journalists

Freelance journalists are a special group who, like employees, usually depend on one or some-
times a few different employers. Unlike employed journalists, they lack any possibility of col-
lective organization despite their weak individual negotiating position. The Austrian Law on
Journalists (Journalistengesetz, JournG) allows special agreements (Gesamtvertrdge) that protect
freelance journalists just like in a collective agreement (Leeb, 2018). This form of collective bar-
gaining in a field of increasingly precarious non-standard forms of work was included in the law
by 1999 and provides an example of potential future directions to secure the freedom of associ-
ations in new forms of work organizations. One of the problems here is to allow for such agree-
ments within EU competition law (Risak, 2018).

7. The role of firm-level negotiations

Collective agreements on wages and salaries by firm-level parties are legally binding only if spe-
cial clauses in the agreements allow for such firm-level negotiations. Nonetheless, many wage-re-
lated issues (e.g. detailed piece rates) are resolved in firm-level negotiations. Furthermore, there
are informal agreements on firm-specific overpayment. These negotiations are held between the
firm-level employee representatives, i.e. works councils (Betriebsrdte),” and management. The
rules for these elected bodies of worker representatives are also part of the Labour Constitution
Law. Austrian law requires every establishment employing more than 5 employees to set up a
works council, but only upon the request of employees. According to the latest figures, 54% of
employees in Austria are represented by a works council (Zeglovits et al., 2023). About 10% of
employees work in enterprises that are too small to be entitled to have a local representative.
These firm-level representatives do not need to be part of any union but they usually are. The

27 Works councils (Betriebsrite) also fulfil other functions like taking part in non-managing boards and other forms of
co-determination.
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term “organized” plant or company usually means that a works council has been elected, and
in a somewhat narrower sense that that works council is affiliated to a union.

The legal instrument is so-called plant agreements (Betriebsvereinbarungen) which are agree-
ments between the works council and the employer and can regulate various aspects of the work-
ing conditions for all employees at the firm level except pay. On the one hand, this is because
setting wages is exclusively granted to the above-mentioned organizations that qualify for col-
lective wage negotiation (Kollektivvertragsfdahigkeit). On the other hand, it conceals the key role
that works councils actually play in the implementation of pay policies.

Works councils are important as they have to be consulted about the appropriate assignment of
jobs to collectively agreed pay levels. They must be involved in all issues covering special modes

of payment like piece rates, and they take part in many plant-level information and consulta-
tion procedures. Many rules, like provisions on dismissals or codetermination rights, set the

conditions for negotiations between enterprises and local employee representatives, leaving
plenty of room for compromise and innovative solutions within the firm.

From a political perspective, works councils (Betriebsrdte) play a central role in their capacity

as union officials and vice versa, unions rely on works councils in their governance structure.
Political mandates within the union are set in proportion to the number of workers whose works

councils declare their support for one of the political factions. During the preparation of wage

negotiations, they are even more involved as negotiation committees usually comprise full-time

union officials and works councils from the relevant branches. There they take part in setting

wage demands, negotiating and, if needed, mobilizing the support of rank-and-file members at

the plant level. While firm-level negotiations on wages are ruled out by Austrian Labour Law,
unless the social partners explicitly empower the plant-level social partners to do so, the actu-
al influence of plant-level representatives in wage negotiations is substantial.

8. Developments and challenges for collective
bargaining in Austria

8.1 Keeping constituencies together

Austria continues to have one of the highest rates of collective bargaining coverage in Europe
(OECD, 2024). This phenomenon can partly be attributed to the existence of a system of com-
pulsory employers’ organizations, which serves to stabilize the institutional structures that are
required for the formation of collective agreements. However, these institutional prerequisites
should not be overestimated for at least two reasons. First, there is no obligation for these insti-
tutions to engage in the negotiating process. While most of the subdivisions of the Austrian
Economic Chambers (WKO) enter into agreements, the Chamber of Veterinarians, for exam-
ple, has so far refused to do so. Second, the restructuring of numerous public-sector roles into
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for-profit and non-profit entities has resulted in a notable surge in employment opportunities
beyond the purview of the chamber system.

There are also other open issues in the Austrian form of representation. Although it is difficult
for employers to circumvent collective agreements altogether, there are some possibilities for
them to “shop around” when it comes to determining which agreement applies to their partic-
ular company. Indeed, a significant number of enterprises are engaged in both production and
trade activities, which inherently creates the potential for a shift between the agreements of
the two distinct industries.

Furthermore, the distinction between Gewerbe, i.e. smaller-scale, craft-based production, and
Industrie, i.e. larger-scale industrial production, is often difficult to draw. This is due to the
absence of definitive criteria regarding size, turnover or other factors that could determine the
affiliation of a particular plant with a specific Fachverband or Gremium. The determination of
membership status is exclusively within the purview of the Economic Chambers. It seems rea-
sonable to assume that workers are protected from being transferred to less advantageous agree-
ments, since competitors of the firms in question are likely to be reluctant to allow others to
undercut the prevailing conditions in the industry, but of course this is only a partial safeguard.

A third potential avenue for firms to opt into a cheaper collective agreement is through the
reorganization of subdivisions, such as maintenance, cleaning or laundry services, into auton-
omous units. This is feasible since the pertinent branch is identified at the plant level, rather
than at the enterprise level.

In response to the challenge of “agreement shopping”, the Austrian Trade Unions have adopt-
ed a two-pronged strategy. Firstly, it has sought to consolidate smaller agreements into larger
harmonized agreements, thereby increasing the overall coherence and stability of collective
agreements. Secondly, they endeavoured to align the content of smaller agreements with the
overarching framework. The Production Union (PRO GE) for example was able to maintain a
relatively consistent pattern of wage growth between the craft and industry sectors within the
metals industry, or the Union of Private Employees (GPA) which succeed in merging five sepa-
rate categories of collective agreements from different sub-sectors of wholesale and retail trade
into one common scheme by about 2016.

The same harmonizing effect resulted from the union reorganizations described in chapter 4.1.1
above. Especially in shrinking sectors, unions (and to some extent employers) had an interest
in simplifying regulation by harmonizing conditions across formerly separated areas of pro-
duction. Perhaps the best example is the textile sector, which merged separate agreements for
hatters, umbrella makers, tailors and some other professions into one agreement while keep-
ing separate wage schemes.

To deal with the problem of newly emerging sectors in care or social work, unions tend to
pressure employers to form voluntary organizations to allow them to enter into collective
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agreements. Care workers, for example, are organized by the Public Sector Union (GOD), the
Union of Private Employees (GPA), the Union of Municipal Employees (YOUNION) and the
Union of General Service Workers (VIDA). All four unions are interested in organizing these
growing sectors which have partly been outsourced from the public sector. A similar process
took place for childcare facilities. In both cases unions manged to set up cooperative negotia-
tions involving more than one union.

8.2 Maintaining political support

Besides keeping newly emerging sectors in the negotiation system, unions still face the challenge
of keeping all the diverging groups together in one strong and solidary union. Even though the
OGB has been quite successful in stabilizing the system up to now, there have been a few serious
attempts by police officers, medical doctors and childcare workers to form their own indepen-
dent professional unions. Strangely enough, one factor helping to keep them within the system
of the OGB is a degree of competition between the sectors’ unions to organize the new groups.

Especially under the EU’s new minimum wage directive, successful union policy appears to be
the art of organizing solidarity by providing segments with high organizational and economic
power with attractive wages and using their power to provide protection to weaker segments
of the labour force.
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Annex1
Quantification of organizations holding
the right to negotiate

To gain a full picture of the relevance of different organizations in the Austrian system of col-
lective agreements, a special analysis of employment relations was commissioned from Statistik
Austria’s register of active enterprises (Unternehmensregister, UR) by branch of the Economic
Chambers (WKO-Fachgruppe) and NACE classification. While the WKO-Fachgruppe makes it pos-
sible to identify the potential collective agreements directly, the NACE classification enables a
well-informed guess for the parts of the Austrian economy not covered by the WKO.

Unfortunately, the data sources do not match perfectly with the main source of employment
data, the register of the social security system. Table 4 shows the differences:

Table 4: Comparison of Amis and UR data

Amis data 2021 UR data
2021
Average number of employed people in 2021 3,804,959 3,645,005
Missing data on branch -1,180
Military service -4,791
Paternity leave -65,788
Total adjustment 71,759
3,733,203
Excluding NACE sector A (agriculture, etc.), T (private households) and U (internatio- 29,361 -633
nal organizations) that are not covered by UR
3,703,842 3,644,372
Annual averages of people receiving social security payments (Krankengeldbezie- -25,653
her:innen) according to Statisitics Austria (2023): 51,307, of whom 50% are actively
employed
3,678,189 3,644,374
Underreporting in UR due to data protection, estimated (approx. 0.9%) -33,817

Source: Statistik Austria, Amis Datenbank, own calculation

It should be noted that it is employment relations in Austria that are important here. The wag-
es of incoming cross-border commuters are included in Austrian wage negotiations and have
tobe included, while outgoing commuters’ wages can only be influenced in the country govern-
ing their employment relationship.

This has important consequences for the data sources as it renders Labour Force Survey data
insufficient to monitor coverage as it omits incoming commuters.
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In addition Labour force surveys treat second jobs different from first jobs which again doesn’t
make sense in relation to wage negotiations. As it is outside the scope of wage negotiations how
many jobs people can have.

Potential errors

Some cases actually not covered by collective agreements, were counted in the covered catego-
ry because it was not possible to distinguish them in these data. Here are the main identified
unknowns:

e There are some people in managerial positions who exert significant influence on the
course of the enterprise. Even though they are legally employees, they are exempt from
coverage by collective agreements by law.

e Insome sub-sectors collective agreements exclude specific groups; sometimes but not
always interns or volunteers are excluded from agreements, though they might show
up in the data if they receive some payment.

e Sometimes special sub-branches are excluded without the different assignment being
seen in our data. The numbers tend to be small (e.g. the general agreement on retail
trade excludes firms that are only involved in renting sports equipment).

il



Zuckerstétter (2025): Who sets wages?

Annex 2

Glossary of German legal terms

Anderungskiindigung

Arbeiterkammer

Aussenseiterklausel

Betriebsrat

Betriebsvereinbarung

Betriebsversammlungen

Bundeseinigungsamt

Bundesldander
Fachgruppe
Fachverband
Gremium

Kollektivvertrdge

12

Notice of dismissal, with the option of reemployment on altered

conditions

Chambers representing of all the non-self-employed with the

excemption employees in top management, agriculture and

public servants

The principle of Austrian labour law whereby collective agree-
ments are binding for all employment relationships of an employ-
er which is bound by the agreement, independent of the employ-
e€’s union status

Works council: lokal employee representatives elected by the

workers of the local plant, according to the labour constitution

Law ArbVG. They need not be union members but usually they are.
Firm-level agreement between the works council and the employ-
er concerning various work-related topics, but explicitly banned

from resolving general pay issues. They can, however, agree on

specific details of piece work, premium pay and implementation
issues delegated to them by the higher-level agreement

General meetings of the staff of a firm, which can be called by the

works council to inform employees about important issues con-
cerning their employment relation. Regulated in the labour con-
stitution law ArbVG

Office at the ministry responsible for labour and economic affairs,
which grants the right to negotiate collective agreements to orga-
nizations and for extending collective agreements. The chair is

appointed by the minister responsible for Labour after consulta-
tion with the Chamber of Economics and the Chamber of Labour.
Members of the committee are appointed by the minister after

nomination by the two chambers. Members are independent in

their official capacity

The federal states of Austria, which share legislative power with

the federal government.

Subdivision of the Economic Chamber (WKQ), organized by field
of economic activity

The term used for the subdivisions of the WKO in industry and

finance, with the same function as the Fachgruppe

The term used for the subdivisions of the WKO in commerce,
with the same function as the Fachgruppe

The Austrian term and version of collective agreements
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Landarbeiterkammern Chambers representing all non self employed people in agri-
culture
Mindestlohntarife Legal instrument allowing the setting of minimum wages, and

some other minimum conditions, in sectors without the possibili-
ty of forming employer organizations, to contract with unions (i.e.
private households). Unions can apply to the Bundeseinigunsamt

for such an agreement.

Raiffeisen A conglomerate of cooperatives serving agriculture by provid-
ing banking and trade services among others.
Satzung Instrument of Austrian Labour Law allowing the Bundes-

einigungsamt to declare a sufficently broad collective agree-
ment binding for all employers in a particular sector.

Verein Not for Profit organization in accordance with the specific law
the Vereinsgesetz
Vereinsgesetz Law on Associations

Wirtschaftskammer (WKO)  Chamber representing all employers in the fields of commerce,
crafts, trade, industry and private services
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