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BARGAINING REPORT 2022 / 2023
Real Wages Collapse across Europe due to Inflation Shock

Thilo Janssen, Malte Lübker

SUMMARY

With real wages falling by 4.0 % in 2022, workers 
in the European Union suffered an unprecedent-
ed loss in purchasing power. The reason for this 
was the rapid increase in consumer prices, be-
hind which nominal wage growth fell significant-
ly. Meanwhile, inflation is no longer driven by en-
ergy import prices, but by domestic factors. The 

Trends in negotiated wage rates in the eurozone, 2000 – 2022
Change from prior year, in per cent

Source: European Central Bank (Indicator of negotiated wage rates) and European Commission, AMECO Database (current as of 15 May 2023);  
authors’ calculations.

increased profit margins of companies are a ma-
jor reason for persistent inflation. In this difficult 
environment, the trade unions are faced with the 
challenge of securing real wages — and companies 
have the responsibility of making their contribu-
tion to returning to the path of political stability by 
reducing excess profits.
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Abb. 1: Entwicklung der Tariflöhne in der Euro-Zone, 2000-2022
Veränderungen zum Vorjahr in Prozent 

Anmerkung: Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). 
Quelle: Europäische Zentralbank (Tariflöhne) und AMECO-Datenbank der Europäischen Kommission (Version:  15. Mai 2023), Berechnungen des WSI.
Anmerkung: Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). 
Quelle: Europäische Zentralbank (Tariflöhne) und AMECO Datenbank der Europäischen Kommission (Version:  16. Mai 2022), Berechnungen des WSI.
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Note: Real changes are inflation adjusted, based on the Harmonised Index of Consumer Prices (HICP).    
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1	INTRODUCTION

After the upheavals caused by the pandemic have 
largely come to an end, inflation is determining Eu-
ropean wage policy in 2022 and 2023. While prices 
were already rising in 2021, the Russian war of ag-
gression against Ukraine triggered an energy price 
shock from February 2022. As measured by the 
Harmonized Index of Consumer Prices (HICP), in-
flation peaked at 11.5 % in October 2022 in the EU-
27. The resulting massive loss of purchasing power 
for workers puts unions under pressure to stabilize 
real wages through high wage agreements. At the 
same time, companies are also complaining about 
high prices for energy and primary products. How-
ever, with the rapid drop in prices for imported en-
ergy, it is now domestic factors that are currently 
shaping pricing (European Commission 2023a, p. 9, 
29). In addition to the recurring warning of a wage-
price spiral (e. g. Creutzburg 2023), the rising profit 
margins of companies are increasingly the focus of 
the debate about the causes of price increases (Eu-
ropean Commission 2023a, p. 29ff.; Ragnitz 2022; 
Weber / Wasner 2023).

Accordingly, in this year’s European Collective 
Bargaining Report we are investigating what part 
wages and profits play in the persistence of high 
inflation — and what distributional challenges re-
sult from this for collective bargaining. Our start-
ing point are the economic framework conditions 
and labour market developments. We then calcu-
late the distributionally-neutral margin for wage 
growth. This scope can be derived from the de-
velopment of productivity and prices (Section 2). 
In the further analysis, we discuss whether collec-
tively agreed wages provide inflation-accelerating 
impulses (3) and to what extent wages exhaust 
the neutral scope for the distribution of produced 
wealth. This also influences the functional income 
distribution (4). The subsequent analysis of the 
contributions of wages and profits to the GDP de-
flator (5) confirms the assumption that the current 
inflationary crisis has distributional consequences 
to the detriment of workers (6).

2	 ECONOMIC CONTEXT

2.1	 General economic development

In the past three years, the economic framework 
for collective bargaining was determined by the 
corona pandemic, the Russian war of aggression 
against Ukraine starting in February 2022, the sub-
sequent energy crisis, and most recently by rapidly 
increasing consumer prices. It is therefore remark-
able that the gross domestic product (GDP) of the 

EU grew by 3.5 % in 2022. After the post-pandemic 
recovery year 2021 (5.4 %), this was better than in-
itially expected. Actual growth last year was a full 
0.8 percentage points above the forecast from last 
spring (European Commission 2022a). According 
to the Commission, the burden of the high inflation 
was borne primarily by private households. They 
were partly supported by state benefits (see also 
Dullien / Rietzler / Tober 2023). The continued good 
development of the labour market was an impor-
tant support (European Commission 2023b, p. 14).

With the lifting of the pandemic-related restric-
tions, continued growth in demand for services 
could be observed over the summer of 2022. In the 
manufacturing sectors, the gradual improvement 
in the supply chain situation had a positive effect. 
Overall, the picture for the countries of the EU is 
not uniform. The economies in the south of the 
EU grew more strongly, including Portugal (6.7 %), 
Greece (5.9 %) and Spain (5.5 %). Italy brings up the 
rear with a value of 3.7 %. 

In Western Europe, Ireland is an outlier: growth 
of 12.0 % of GDP is a consequence of some IT mul-
tinationals having registered their headquarters 
here (ibid., p. 14). Apart from this, the balance sheet 
for 2022 is heterogeneous. Austria (5.0 %) and the 
Netherlands (4.5 %) grew more strongly. High en-
ergy costs had an impact in Germany (1.8 %), while 
France grew moderately (2.6 %). In Central and 
Eastern Europe, Estonia (-1.3 %) suffered from high 
energy prices and disrupted economic relations 
with Russia. In contrast, the larger countries Po-
land (5.1 %) and Romania (4.7 %) grew stronger.

At the end of 2022, the inflation-related de-
cline in purchasing power weighed so heavily on 
consumer demand in most EU countries that the 
economy contracted at times. Germany recorded 
a slight decline in economic output in the 4th quar-
ter of 2022 (-0.5 %) and in the 1st quarter of 2023 
(-0.3 %). Since the economy has thus contracted 
for two consecutive quarters, it was in a “techni-
cal recession” (Federal Statistical Office 2023a). 
The tightening of monetary policy by the European 
Central Bank is also currently dampening econom-
ic development. In response to inflation dynamics, 
the key interest rate had been raised in continuous 
steps since July 2022 to 4.0 % (as of June 2023) 
(ECB 2023; Dullien et al. 2023). The European Com-
mission calls the start to 2023 “better than expect-
ed” (European Commission 2023a, p. 2). Viewed 
over the year, it forecasts widespread stagnation 
(1.0 %) instead of a recession, as predicted in au-
tumn (European Commission 2022b). Ireland re-
mains the only country that can continue to expect 
stronger growth (5.5 %) in 2023. Most industrial-
ized nations are likely to narrowly avoid a decline 
in economic output, including Germany (0.2 %) 
and France (0.7 %). A decline in GDP is forecast 
for Sweden (-0.5 %) and Estonia (-0.4 %). The Com-
mission paints an overall more positive picture for 
southern Europe, where economic output is grow-
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Gross domestic product Unemployment rate

2020 2021 2022 2023 2020 2021 2022 2023

Northern Europe              

Denmark -2.0 4.9 3.8 0.3 5.6 5.1 4.5 5.0

Finland -2.4 3.0 2.1 0.2 7.7 7.7 6.8 7.1

Sweden -2.2 5.4 2.6 -0.5 8.5 8.8 7.5 7.7

Western Europe            

Austria -6.5 4.6 5.0 0.4 6.0 6.2 4.8 4.9

Belgium -5.4 6.3 3.2 1.2 5.8 6.3 5.6 5.8

France -7.8 6.8 2.6 0.7 8.0 7.9 7.3 7.4

Germany -3.7 2.6 1.8 0.2 3.7 3.7 3.1 3.2

Irland 6.2 13.6 12.0 5.5 5.9 6.2 4.5 4.3

Luxembourg -0.8 5.1 1.5 1.6 6.8 5.3 4.6 4.8

Netherlands -3.9 4.9 4.5 1.8 4.9 4.2 3.5 3.8

Southern Europe            

Cyprus -4.4 6.6 5.6 2.3 7.6 7.5 6.8 6.9

Greece -9.0 8.4 5.9 2.4 17.6 14.7 12.5 12.2

Italy -9.0 7.0 3.7 1.2 9.3 9.5 8.1 7.8

Malta -8.6 11.8 6.9 3.9 4.4 3.4 2.9 2.9

Portugal -8.3 5.5 6.7 2.4 7.0 6.6 6.0 6.5

Spain -11.3 5.5 5.5 1.9 15.5 14.8 12.9 12.7

Eastern Europe            

Bulgaria -4.0 7.6 3.4 1.5 6.1 5.3 4.3 4.3

Croatia -8.5 13.1 6.2 1.6 7.5 7.6 7.0 6.6

Czech Republic -5.5 3.6 2.5 0.2 2.6 2.8 2.2 2.8

Estonia -0.6 8.0 -1.3 -0.4 6.9 6.2 5.6 6.2

Hungary -4.5 7.2 4.6 0.5 4.1 4.1 3.6 4.2

Latvia -2.3 4.3 2.8 1.4 8.1 7.6 6.9 6.8

Lithuania 0.0 6.0 1.9 0.5 8.5 7.1 6.0 6.6

Poland -2.0 6.9 5.1 0.7 3.2 3.4 2.9 3.3

Romania -3.7 5.8 4.7 3.2 6.1 5.6 5.6 5.4

Slovakia -3.3 4.9 1.7 1.7 6.7 6.8 6.1 5.8

Slovenia -4.3 8.2 5.4 1.2 5.0 4.8 4.0 3.9

EU-27 -5.6 5.4 3.5 1.0 7.2 7.1 6.2 6.2

Quelle: European Commission, AMECO Database (current as of 15 May 2023).).

Table 1

Trends in negotiated wage rates in the eurozone, 2020 – 2023*
Change from prior year, in per cent (GDP) and in per cent (unemployment rate)

Note: 
Gross domestic product = GDP, change from prior year in %.
Unemployment rate = unemployed persons (Eurostat definition), in % of the civilian labour force.

* Data for 2023 refer to a forecast by the European Commission.
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ing moderately in Spain (1.9 %), Greece (2.4 %) and 
Portugal (2.4 %) (Table 1).

2.2	 The labour market

Despite the crisis dynamics that have persisted 
for four years, the labour market remains the sta-
ble backbone of economic development. In Feb-
ruary 2023, EU-27 unemployment reached a new 
low of 6.0 %, while 2022 figures for countries like 
Germany (3.1 %), the Czech Republic (2.2 %), Po-
land (2.9 %), the Netherlands (3.5 %) or Hunga-
ry (3.6 %) are close to full employment (Table  1). 
Greece (12.5 %) and Spain (12.9 %), on the other 
hand, continue suffering from the hysteresis effect 
of the euro crisis and still have the highest unem-
ployment rates in the EU. Even here, however, un-
employment has fallen throughout the crisis years. 
For the current year, the Commission is forecast-
ing a further slight decline.

During the corona pandemic, instruments such 
as short-time work secured employment and thus 
social stability and consumer demand. In 2022, 
too, there were hardly any job cuts in industry, 
although backlogs in production and high ener-
gy prices continued to weigh on the sector. The 
service sector and the construction industry con-
tinued to show growth in employment (European 
Commission 2023a, p. 36). An increasing shortage 
of labour is having a braking effect. The demand 
for qualified workers already exceeds the supply in 
many professions and EU countries (Eures 2023). 
This finding also applies to Germany: In a survey by 
the WSI, more than half (56 %) of the works coun-
cils stated that their companies had difficulties fill-
ing vacancies (Ahlers / Villalobos 2022). The labour 
shortage index published by the Institute of Em-
ployment Research (IAB) since 2018 rose to a new 
high in spring 2023 (IAB 2023).

2.3	 Productivity development, GDP deflator 
and scope for distribution

From the point of view of workers and their trade 
unions, bottlenecks in the labour market are a fa-
vourable prerequisite for achieving higher wages 
and better working conditions in negotiations with 
employers (Fuest / Jäger 2023). In addition to the 
situation on the labour market, collective bargain-
ing policy is traditionally based on the distribution-
ally-neutral margin for wage growth, which can be 
derived from the development of productivity and 
prices (Lübker / Schulten 2017, p. 422). It gives the 
framework for wage increases where the function-
al distribution of income between labour and capi-
tal remains unchanged.

Labour productivity grew by 1.5 % in 2022 de-
spite the overlapping crises in the EU, in line with 
the forecast (Table 2). For the current year, a slight 

increase in labour productivity of 0.5 % is ex-
pected. This is in line with the weak GDP devel-
opment and a simultaneous increase in employ-
ment (European Commission 2023a, p. 39). Both 
are close to the value of 1 %, which is used by 
the ECB, among others, as the long-term growth 
rate in labour productivity in developed econo-
mies (Lopez-Garcia / Szörfi 2021, p. 93f.). After the 
slump in labour productivity in the pandemic year 
2020 (-4.3 %) and the subsequent recovery in 2021 
(3.9 %), there are currently signs of a return to nor-
mal in development (Lübker / Janssen 2022, p. 317). 

In contrast, the inflation is currently far above 
the historical norm. This can be seen both in the 
development of consumer prices, which is shown 
in Table 3 on the basis of the Harmonized Index of 
Consumer Prices (HICP) and in the GDP deflator 
(Table 2). The two price indices correspond to two 
different, complementary perspectives: from the 
point of view of workers, the purchasing power of 
wages is decisive (Lübker / Schulten 2018, p. 402ff.). 
Section 4 therefore uses the HICP to calculate the 
development of real wages, which was also driven 
by the inflation of imported energy sources (Feder-
al Statistical Office 2023b). From the point of view 
of distribution policy, however, domestic value 
creation is decisive. This is because only the value 
created in the domestic production process can be 
distributed between labour and capital. Changes 
in the prices of domestic value added can be de-
rived from the difference between real and nom-
inal GDP growth and are measured in the form of 
the GDP deflator.

While the HICP and the GDP deflator often move 
in parallel over long periods of time, this is not nec-
essarily the case. When external cost shocks af-
fect an economy — as is currently the case — they 
trajectory might differ substantially (Lübker / Jans-
sen 2022, p. 323). Against this background, the 
GDP deflator was already used in the European 
Collective Bargaining Report 2021 / 2022 to calcu-
late the distributionally-neutral margin for wage 
growth. This is in line with the purpose of the indi-
cator, namely to show the scope for wage increas-
es that are neutral in terms of distribution policy. In 
other words: If the growth rate of nominal wages 
corresponds exactly to the indictor, the functional 
income distribution and thus the wage share re-
main constant. Since the GDP deflator only refers 
to domestic value added, it measures the compa-
nies’ actual ability to pay. And this applies even 
under the changed circumstances like rising costs 
for imported raw materials and intermediate con-
sumption.

For the European Union, Table 2 shows a scope 
of 7.0 % nominal wage growth in 2022. The mag-
nitude should be in a similar range in the current 
year (6.7 %). For Germany, it is slightly below the 
EU average at 6.0 % in 2022 and a forecast of 5.7 % 
for 2023. The calculations make clear that quite 
significant wage increases are possible to coun-
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Labour productivity GDP deflator
Distributionally-neutral 

margin
for wage growth

2020 2021 2022 2023 2020 2021 2022 2023 2020 2021 2022 2023

Northern Europe                        

Denmark -0.9 2.3 0.0 0.7 2.6 2.8 7.6 0.2 1.7 5.2 7.6 0.9

Finland -0.5 0.3 -0.4 0.4 1.6 2.2 4.2 4.4 1.2 2.5 3.9 4.7

Sweden -0.8 4.1 -0.1 -0.7 2.0 2.9 5.7 5.7 1.1 7.1 5.6 4.9

Western Europe                        

Austria -4.9 2.5 2.3 -0.2 2.6 1.9 5.0 7.2 -2.5 4.5 7.4 7.0

Belgium -5.4 4.4 1.2 0.6 1.5 2.8 5.9 3.8 -4.0 7.3 7.2 4.5

France -7.1 4.2 0.2 0.4 2.8 1.3 3.0 5.4 -4.6 5.6 3.2 5.8

Germany -2.9 2.5 0.5 -0.4 1.8 3.1 5.5 6.1 -1.2 5.6 6.0 5.7

Ireland 9.3 7.1 5.0 3.0 -1.6 0.7 5.3 4.6 7.6 7.8 10.6 7.8

Luxembourg -2.5 2.1 -1.9 -0.8 4.7 6.2 6.4 5.5 2.1 8.4 4.4 4.7

Netherlands -3.4 2.8 0.5 0.8 1.9 2.4 5.3 6.1 -1.5 5.3 5.8 7.0

Southern Europe                        

Cyprus -3.2 5.3 2.7 0.6 -1.2 2.9 6.4 5.0 -4.4 8.3 9.3 5.7

Greece -7.3 5.6 2.0 1.6 -0.9 1.3 8.1 4.7 -8.1 6.9 10.3 6.4

Italy -7.0 6.3 1.9 0.7 1.6 0.6 3.0 5.9 -5.5 7.0 5.0 6.7

Malta -11.1 8.6 0.8 1.6 1.6 1.9 5.2 4.2 -9.7 10.7 6.0 5.9

Portugal -6.6 3.5 4.6 1.9 2.0 1.5 4.4 5.8 -4.8 5.1 9.2 7.8

Spain -7.5 3.0 2.6 1.1 1.2 2.3 4.3 4.4 -6.3 5.4 7.0 5.6

Eastern Europe                        

Bulgaria -1.7 7.4 2.1 1.2 4.3 7.1 15.1 10.4 2.5 15.1 17.5 11.8

Croatia -7.4 11.8 3.8 0.6 0.7 2.0 8.2 7.5 -6.7 14.0 12.3 8.1

Czech Republic -3.9 3.2 0.7 -0.5 4.3 3.3 8.6 11.3 0.3 6.6 9.3 10.8

Estonia 2.2 7.9 -5.6 -0.6 -0.5 6.0 16.6 10.3 1.7 14.3 10.0 9.6

Hungary -3.5 6.0 2.8 0.5 6.4 6.4 15.3 13.0 2.7 12.8 18.5 13.6

Latvia 0.0 7.0 0.0 1.3 1.0 6.5 13.1 8.9 1.0 14.0 13.1 10.3

Lithuania 1.6 4.7 -3.0 1.2 1.9 6.3 16.8 10.4 3.5 11.4 13.3 11.7

Poland -2.0 4.3 4.7 0.6 4.3 5.3 11.3 11.8 2.2 9.8 16.5 12.4

Romania -1.7 3.9 4.6 3.5 4.1 5.2 13.4 10.7 2.4 9.3 18.6 14.5

Slovakia -1.5 5.5 -0.1 1.2 2.4 2.4 7.5 9.8 0.9 8.0 7.4 11.1

Slovenia -3.7 6.8 2.9 0.5 1.3 2.6 7.2 7.3 -2.5 9.6 10.3 7.9

EU-27 -4.3 3.9 1.5 0.5 2.0 2.4 5.4 6.1 -2.3 6.4 7.0 6.7

Source: European Commission, AMECO Database (current as of 15 May 2023).

Table 2

Labour productivity, GDP deflator and the distributionally-neutral margin for wage growth in the European Union, 2020 – 2023*
Change from prior year, in per cent (labour productivity and GDP deflator) and in per cent (distributionally-neutral margin for wage growth)

Note: 
All data are based on the person concept (rather than full time equivalents). For France, the Netherlands, Italy and Spain as well as for the EU-27,  
this leads to minor descrepancies as compared to the publication by the European Commission (2023).

Labour productivity = Real GDP per person employed, change on prior year in % (person concept, not adjusted for changes in working time).
GDP deflator = implicit price index, as derived from the difference in changes in nominal and real GDP.
Distributionally-neutral margin for wage growth = product of changes in the GDP deflator and labour productivity.

* Data for 2023 refer to a forecast by the European Commission.
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adjusted. They are collected for twelve countries, 
which represent around 98 % of the economic 
power of the euro area (Kanutin 2015). In the sec-
ond year of the pandemic, 2021, negotiated wages 
had only grown by a nominal 1.5 %. They were thus 
at the lower end of the range of previous years. 
Since the wave of inflation set in at the same time, 
there was a real wage loss of 1.1 % for 2021. The 
year 2022 brought a moderate nominal increase 
in negotiated wages of 2.8 %. However, due to the 
energy price shock triggered by the Russian war 
of aggression against Ukraine, this was not nearly 
enough to compensate for inflation. For this rea-
son, negotiated wages fell by 5.2 % in real terms 
last year. This means a loss of purchasing power 
for workers unprecedented since the start of the 
time series in 2000 (Figure 1).

The quarterly data show how wage policy is 
geared on the ongoing crisis (Figure  2). The nomi-
nal collective wage increases remained well below 
2 % until the fourth quarter of 2021 and then only 
picked up with rising inflation in 2022. It is notewor-
thy, however, that nominal collective wage growth, 
with peak values of 2.9 % each in the 3rd and 4th 

teract the loss of real income for workers without 
reducing companies’ profit margins.  1 At the same 
time, it should be borne in mind that the high arith-
metical scope for distribution is largely due to the 
high GDP deflators. This applies in particular to the 
three Baltic States, where labour productivity has 
fallen or stagnated over the past year, as well as to 
Bulgaria and Hungary.

3	 DEVELOPMENTS IN  
COLLECTIVELY-AGREED PAY

3.1	 The ECB indicator of negotiated wage rates

With its ‘indicator of negotiated wage rates’, the 
ECB aims to assess the potential impact of labour 
costs on future price increases by recording the 
results of collective bargaining in a timely man-
ner. The data are neither seasonally nor weekday 

1	 As pointed out before, any forecast is subject to great 
uncertainty, due to the development of core inflation 
(excluding energy prices), financial market developments, 
fiscal policy decisions, and external developments such 
as the Russian war against Ukraine (European Commis-
sion 2023a, p. 5).

Figure 1

Trends in negotiated wage rates in the eurozone, 2000 – 2022
Change from prior year, in per cent

  nominal       real

Note: 
Real changes are inflation adjusted, based on the Harmonised Index of Consumer Prices (HICP).  

Source: European Central Bank (Indicator of negotiated wage rates) and European Commission, AMECO Database (current as of 15 May 2023);  
authors’ calculations.
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Abb. 1: Entwicklung der Tariflöhne in der Euro-Zone, 2000-2022
Veränderungen zum Vorjahr in Prozent 

Anmerkung: Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). 
Quelle: Europäische Zentralbank (Tariflöhne) und AMECO-Datenbank der Europäischen Kommission (Version:  15. Mai 2023), Berechnungen des WSI.
Anmerkung: Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). 
Quelle: Europäische Zentralbank (Tariflöhne) und AMECO Datenbank der Europäischen Kommission (Version:  16. Mai 2022), Berechnungen des WSI.
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Figure 2

Trends in negotiated wage rates and actual wages in the eurozone, 2012 – 2022
Change from quarter one year ago, in per cent

  Collectively agreed wages
  Actual wages

Note: 
Actual wages refer to wages and salaries, NACE sections B to S (i. e. industry, construction and services, except activities of households as employers
and extra-territorial organisations and bodies). Excludes non-wage labour costs. Data are calendar adjusted, but not seasonally adjusted.   

Source: European Central Bank, authors’ calculations.
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Abb. 2: Entwicklung der Tarif- und Effektivlöhne in der Euro-Zone, 2012-2022
Veränderungen zum Vorjahresquartal in Prozent 

Anmerkung: Effektivlöhne beziehen sich auf NACE Rev. 2 Abschnitte B bis S (d.h. Gesamtwirtschaft ohne Landwirtschaft, ohne private Haushalte als Arbeitgeber und 
ohne exterritoriale Organisationen) ohne Berücksichtigung der Lohnnebenkosten. Die Daten sind kalenderbereinigt, aber nicht saisonbereinigt.
Quelle: Europäische Zentralbank, Berechnungen des WSI.
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Anmerkung: Effektivlöhne beziehen sich auf NACE Rev. 2 Abschnitte B bis S (d.h. Gesamtwirtschaft ohne Landwirtschaft, ohne private Haushalte als Arbeitgeber und 
ohne exterritoriale Organisationen) ohne Berücksichtigung der Lohnnebenkosten. Die Daten sind kalenderbereinigt, aber nicht saisonbereinigt.
Quelle: Europäische Zentralbank, Berechnungen des WSI.
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Figure 3

Trends in negotiated wage rates in selected EU Member States, 2022*
Change from prior year, in per cent

  nominal
  real

* �����Real-terms changes in negotiated wage rates are based on inflation as measured by the Harmonised Index of Consumer Prices (HICP);  
some data are still priliminary.

Source: Eurofound, EurWORK’s database on wages, working time and collective disputes;  
European Commission, AMECO Database (current as of 15 May 2023); authors’ calculations
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Abb. 3: Entwicklung der Tariflöhne in ausgewählten EU-Staaten, 2022*
Veränderung zum Vorjahr in Prozent 

* Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). Daten teilweise noch vorläufig.
Quelle: Eurofound (2023), EurWORK’s database on wages, working time and collective disputes; AMECO-Datenbank der Europäischen Kommission (Version: 
15. Mai 2023); Berechnungen des WSI.

Abb. 3: Entwicklung der Tariflöhne in ausgewählten EU-Staaten, 2021*
Veränderung zum Vorjahr in Prozent 

* Reale Entwicklung inflationsbereinigt auf Basis des Harmonisierten Verbraucherpreisindex (HVPI). Daten teilweise noch vorläufig.
Quelle: Eurofound (2022), EurWORK’s database on wages, working time and collective disputes; AMECO Datenbank der Europäischen Kommission (Version: 
16. Mai 2022); Berechnungen des WSI.
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Czech Republic. Germany (2.7 %) is in the middle.  2 
Data from the Federal Statistical Office (2023c) are 
also available for Germany, according to which ne-
gotiated wages rose by only 2.3 % in the 1st quarter 
of 2023 compared to the same quarter in the pre-
vious year. For France, the second largest econo-
my in the EU, no Eurofound data were available for 
2022 at the time of publication. According to the 
French National Bank, nominal negotiated wag-
es grew by around 5 %. In more than 150 sectors, 
review clauses in collective agreements linked to 
the inflation trend or the indexed minimum wage 
ensured that these were renegotiated (sometimes 
twice) in 2022 and that higher agreements were 
reached (see also Lübker / Schulten 2023, p. 115ff.). 
Nevertheless, according to the assessment of the 
French National Bank, the high settlements in 
2022 did not give any impetus in the direction of a 
wage-price spiral (Gautier 2023).

For none of the euro countries considered here 
did the collectively bargained wages provide an in-
flation-driving impetus. At the same time, howev-
er, the moderate increases in collectively agreed 
wages mean that their purchasing power is declin-
ing significantly in all selected countries. Despite 
the higher nominal wages, workers in the Czech 
Republic (-9.1 %) and the Netherlands (-7.5 %) to-
gether with Italy (-7.1 %) must accept the highest 
real losses. In Germany, negotiated wages decline 
by 5.5 % in 2022 if the HICP is used for price ad-
justment — as is consistently done throughout the 
European Collective Bargaining Report. If the na-
tional consumer price index is used instead, the 
real loss is slightly smaller at 4.7 % (WSI Tarifarchiv 
2022). In France (not tabulated) the real losses of 
0.8 % are comparatively small.

The long-term perspective makes it clear that 
the recent rise in prices has completely erased 
the real gains made in collectively-agreed wages 
the past few years: while negotiated wages have 
grown moderately but steadily in real terms in 
most countries since 2015, there was a trend re-
versal in 2021 and a crash in 2022 as inflation rose. 
In all countries considered, they fell below the lev-
el of seven years ago in 2022; in some countries 
they are now four or more percentage points be-
low their starting level (Figure 4).

2	 For the year 2022, Eurofound has kindly provided ad-
vance data on collective wage developments, which were 
already available at the time of publication. 

quarters of 2022, remained below the 3 % mark. 
The ECB uses this as a benchmark for a stability-ori-
ented wage policy. It is derived from the long-term 
trend growth in productivity of 1 % per year and the 
ECB’s inflation target of 2 % (Lane 2023). As a re-
sult, no inflation-accelerating impulses emanated 
from the collectively bargained wages.

On the other hand, larger increases can be seen 
in the hourly wages actually paid, the actual earn-
ings, which are also collected by the ECB. The unu-
sual fluctuations in 2020 and 2021 can primarily be 
attributed to compositional effects and distortions 
caused by the pandemic and the subsequent re-
covery (Lübker / Janssen 2022, p. 319f.; Bodnár et 
al. 2022, p. 117ff.). These effects came to an end 
in the course of 2022, so that the growing differ-
ence between negotiated wages and actual earn-
ings can currently be interpreted again in terms of 
a wage drift. In Germany, for example, the Bundes-
bank expects a clearly positive wage drift for the 
years 2023 and 2024 and, on this basis, forecasts 
growth in actual wages of around 5 % (Bundes-
bank 2022a, p. 33).

With its experimental, forward-looking wage 
tracker, the ECB forecasts the future development 
of negotiated wage rates. The indicator is based 
on data from the euro countries Germany, France, 
Italy, Spain, the Netherlands, Greece and Austria, 
which are weighted according to the number of 
workers. A prognosis is possible because many 
collective agreements contain step-by-step wage 
increases that only gradually come into force dur-
ing the term of the collective agreement (see also 
Schulten / WSI-Tarifarchiv 2023). According to this, 
the collective agreements concluded in 2022 pro-
vided for wage increases of 4.4 % in 2022 and fur-
ther increases of 4.8 % which will take effect in the 
course of 2023. This shows the time-delayed re-
action of wage policy to falling real wages due to 
inflation. Although the experimental data outline 
a trend, they only capture a section of collective 
bargaining and cannot fully reflect future develop-
ments (Lane 2023).

3.2	 Collective bargaining developments in 
selected EU Member States

Complementing the data from the ECB, the Eu-
ropean Foundation for the Improvement of Liv-
ing and Working Conditions (Eurofound) provides 
comprehensive data on collective bargaining in 
the EU-27 in its EurWORK database (Figure 3). For 
the year 2022, there is a certain spread in nominal 
wage increases from 1.1 % in Italy to 4.4 % in the 
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4	TRENDS IN ACTUAL WAGES

4.1	 Trends in wages and consumer prices

In addition to collective bargaining, numerous oth-
er factors influence the development of the wages 
and salaries. The European Collective Bargaining 
Report approximates these actual wages as com-
pensation of employees per employee, hence in-
cluding employers’ social security contributions. 
Based on the AMECO database of the European 
Commission, Table  3 shows the development of 
nominal wages. These are price-adjusted using 
the Harmonized Index of Consumer Prices (HICP), 
so that the development of real wages is shown in 
the last column.

While nominal wages in the European Union 
stagnated in the 2020 pandemic year, there was 

a significant recovery (4.0 %) in 2021 (Lübker / 
Janssen 2022, p. 321). In 2022, nominal wages in-
creased by 4.8 %, driven by above-average growth 
in some Eastern European countries, including 
Bulgaria (18.4 %), Estonia (8.3 %), Poland (13.2 %), 
Latvia (9.0 %), Lithuania (10.6 %), Romania (11.1 %) 
and Hungary (15.0 %). Wage developments in the 
large economies of Germany (4.2 %), France (5.0 %) 
and Italy (4.8 %) were around the average.

For the current year, the forecast by the Euro-
pean Commission indicates a continuation of this 
trend. Again, nominal wages in many Eastern Eu-
ropean countries are particularly likely to grow 
much more strongly than the average for the Eu-
ropean Union (5.9 %). Nominal wage growth of 
more than 10 % is expected for each of the three 
Baltic countries in 2023. Since this is not backed 
by corresponding productivity gains, the Macro-
economic Policy Institute (IMK) warns that there 
is a risk that unit labour costs will diverge within 

Figure 4

Trends in inflation-adjusted negotiated wage rates in selected EU Member States, 2015 – 2022*
Index, 2015 = 100

Source: Eurofound, EurWORK’s database on wages, working time and collective disputes; European Commission, AMECO Database (current as of 15 May 2023);  
authors’ calculations

* Real-terms changes in negotiated wage rates are based on inflation as measured by the Harmonised Index of Consumer Prices (HICP); some data are stillpriliminary.
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Source: European Commission, AMECO Database (current as of 15 May 2023).

Table 3

Trends in wages and consumer prices in the European Union, 2020 – 2023*
Change from prior year, in per cent

Note: 
All data are based on the person concept (rather than full time equivalents). For France, the Netherlands, Italy and Spain as well as for the EU-27,  
this leads to minor descrepancies as compared to the publication by the European Commission (2023). In contrast to the WSI, the European Commission  
uses the price index for private consumption to calculate real wages; this also leads to minor differences between the two publications.

Nominal wages = nominal compensation of employees per person employed, change from prior year in % (not adjusted for changes in working time).
Consumer prices = Harmonised index of consumer prices (HICP), change on prior year in %.
Real wages = nominal compensation of employees per person employed, inflation adjusted based on the Harmonised Index of Consumer Prices (HICP), 
change from prior year in % (not adjusted for changes in working time).

* Data for 2023 refer to a forecast by the European Commission.

Nominal wages Consumer prices (HICP) Real wages

2020 2021 2022 2023 2020 2021 2022 2023 2020 2021 2022 2023

Northern Europe                        

Denmark 2.6 2.9 2.9 4.9 0.3 1.9 8.5 4.3 2.2 1.0 -5.2 0.6

Finland 0.4 3.6 3.2 4.5 0.4 2.1 7.2 4.8 0.0 1.5 -3.7 -0.3

Sweden 2.5 4.3 2.8 4.0 0.7 2.7 8.1 6.0 1.8 1.6 -4.8 -1.8

Western Europe                        

Austria 1.8 2.8 4.6 8.3 1.4 2.8 8.6 7.1 0.4 0.0 -3.7 1.1

Belgium -1.6 4.1 7.2 9.0 0.4 3.2 10.3 3.4 -2.0 0.9 -2.8 5.4

France -2.7 4.7 5.0 5.4 0.5 2.1 5.9 5.5 -3.2 2.6 -0.8 -0.1

Germany 0.4 3.1 4.2 5.5 0.4 3.2 8.7 6.8 0.0 -0.1 -4.1 -1.3

Ireland 3.7 2.6 4.2 5.6 -0.5 2.4 8.1 4.6 4.2 0.2 -3.6 0.9

Luxembourg 1.2 6.0 5.4 6.9 0.0 3.5 8.2 3.2 1.2 2.5 -2.6 3.6

Netherlands 4.8 2.2 3.9 5.5 1.1 2.8 11.6 4.9 3.7 -0.6 -7.0 0.6

Southern Europe                        

Cyprus -0.5 3.8 3.8 6.3 -1.1 2.3 8.1 3.8 0.6 1.6 -4.0 2.4

Greece -0.6 2.3 0.3 3.6 -1.3 0.6 9.3 4.2 0.6 1.8 -8.2 -0.6

Italy -4.1 5.9 4.8 3.9 -0.1 1.9 8.7 6.1 -3.9 3.9 -3.6 -2.1

Malta -0.4 4.6 2.8 5.6 0.8 0.7 6.1 5.4 -1.2 3.9 -3.1 0.2

Portugal 1.5 4.1 6.1 5.7 -0.1 0.9 8.1 5.1 1.6 3.1 -1.9 0.6

Spain 0.5 2.7 3.2 4.9 -0.3 3.0 8.3 4.0 0.8 -0.3 -4.8 0.9

Eastern Europe                        

Bulgaria 7.2 11.3 18.4 13.5 1.2 2.8 13.0 9.4 5.9 8.2 4.7 3.8

Croatia 1.2 10.4 7.9 7.5 0.0 2.7 10.7 6.9 1.2 7.5 -2.5 0.6

Czech Republic 3.1 5.0 5.5 7.3 3.3 3.3 14.8 11.9 -0.1 1.7 -8.1 -4.1

Estonia 6.2 9.8 8.3 10.3 -0.6 4.5 19.4 9.2 6.8 5.1 -9.3 1.1

Hungary 3.0 8.8 15.0 14.6 3.4 5.2 15.3 16.4 -0.4 3.4 -0.2 -1.5

Latvia 5.0 11.1 9.0 10.8 0.1 3.2 17.2 9.3 4.9 7.6 -7.1 1.4

Lithuania 6.6 11.9 10.6 10.4 1.1 4.6 18.9 9.2 5.5 7.0 -7.0 1.1

Poland 5.3 4.7 13.2 12.7 3.7 5.2 13.2 11.7 1.6 -0.5 0.0 0.9

Romania 4.0 1.9 11.1 9.6 2.3 4.1 12.0 9.7 1.7 -2.1 -0.8 -0.1

Slovakia 3.9 6.9 6.0 9.7 2.0 2.8 12.1 10.9 1.8 4.0 -5.4 -1.1

Slovenia 3.4 7.9 4.3 7.7 -0.3 2.0 9.3 7.0 3.7 5.8 -4.6 0.7

EU-27 0.0 4.0 4.8 5.9 0.7 2.9 9.2 6.7 -0.7 1.1 -4.0 -0.7
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the monetary union. As a result, new imbalances 
could develop, not unlike those that contributed 
to the emergence of the euro crisis a decade ago 
(Herzog-Stein / Stein 2023).

A look at real wages shows a completely differ-
ent picture — similar to the development of collec-
tively agreed wages. Real wages are determined 
by the rising wave of inflation since the second half 
of 2021. In the previous year, the European Collec-
tive Bargaining Report therefore warned of a pos-
sible loss of purchasing power of 2.9 % on average 
in the European Union for the year 2022. The pres-
ent report must now adjust the value downwards: 
real wages fell in 2022 by 4.0 %, significantly more 
than predicted. Workers in almost all EU countries 
had to cope with high real wage losses. In Estonia 
(-9.3 %), Latvia (-7.1 %), Lithuania (-7.0 %) and the 
Czech Republic (-8.1 %) the decline was particularly 
pronounced, but similar values were also recorded 
in the Netherlands (-7.0 %) and Greece (-8.2 %). In 
Germany, the drop in real wages was 4.1 %. Only in 
the low-wage country of Bulgaria (4.7 %) was pos-
itive real wage growth recorded; in Poland (0.0 %) 
losses in purchasing power were only just avoided.

Further losses are looming in many countries in 
2023 — including Sweden (-1.8 %), Italy (-2.1 %) and 
the Czech Republic (-4.1 %) — while real wages are 
expected to stagnate in most countries. The Eu-
ropean Commission is also forecasting a further 
drop in real wages of 1.3 % for Germany. Howev-
er, this could prove to be overly optimistic, since 
real wages in the first quarter of 2023 were already 
2.7 % below the previous year’s figure according 
to calculations by the Federal Statistical Office 
(2023d). Only in a few countries — Belgium (5.4 %), 
Luxembourg (3.6 %), Cyprus (2.4 %), Bulgaria 
(3.8 %) — real wages could increase again.  Overall, 
in 2023 there is a risk of a further real wage loss of 
0.7 % for workers in the European Union.

The reason for the high loss of purchasing pow-
er is the rise of consumer prices. While a price in-
crease could already be observed in the pre-war 
year 2021, the year 2022 brought a veritable ex-
plosion: In October the HICP peaked with a year-
on-year increase of 10.6 %. At 9.2 %, the annual 
average in 2022 was also well above the inflation 
target of the ECB (Table 3). While inflation was in-
itially stoked by external factors, such as the en-
ergy price shock in the wake of the Russian inva-
sion of Ukraine, domestic factors are increasingly 
driving prices (European Commission 2023a, p. 29). 
Consider that shortly after the start of the Russian 
war of aggression, energy prices rose by more 
than 40 % and remained at this high level until Oc-
tober 2022. Since then, however, energy prices 
have fallen drastically again, so that they have a 
dampening effect on inflation (European Commis-
sion 2023a, p. 39). In Germany, import prices in 
April 2023 were a total of 7.0 % below the same 
month of the previous year (Federal Statistical Of-
fice 2023e).

Inflation drivers continue to be food prices, 
which are a huge burden for poorer households. 
Non-energy industrial products and services have 
also continued to become more expensive. State 
support programs such as one-off payments or 
price caps have been adopted in most EU coun-
tries (for an overview see Cantero Guerrero / 
Aumayr-Pintar 2023). They can, however, only par-
tially compensate for the persistently high prices 
for everyday goods and often only for a limited 
time. The situation remains particularly problem-
atic in Eastern European EU countries, where a 
significant proportion of the population spends a 
large part of their income on essential goods. In-
flation thus exacerbates social divisions in the EU, 
both between regions and within EU countries: 
panel data of the European Household Survey in-
dicate that recent price increases have increased 
material and social deprivation by around 2 % 
(Menyhért 2022, p. 29).

Lower income groups are particularly affected 
by the inflation of basic consumer goods. There-
fore, the minimum wage policy plays a central role 
in cushioning the consequences of inflation — in 
addition to collective bargaining (see Aumayr-
Pintar / Vacas‑Soriano 2023). The WSI Minimum 
Wage Report indicates a record median nominal 
increase in minimum wages of 12 % in the Europe-
an Union for 2023 (Lübker / Schulten 2023). Adjust-
ed for inflation, however, minimum-wage workers 
only have an median real wage increase of 0.6 %. 
This value also conceals the fact that in half of the 
EU countries with statutory minimum wages, real 
wage losses have to be coped with (ibid.).

4.2	 Distributional outcomes and the 
functional income distribution

The distributional outcome can be calculated by 
comparing the actual wage development with the 
calculated distributionally-neutral margin for wage 
growth (Table 4).  3 Since nominal wage growth (Ta-
ble 3) has lagged far behind the product of produc-
tivity and price developments (Table  2) in recent 
years, the result is a in a clearly negative distri-
butional outcome in both 2021 (-2.4 %) and 2022 
(-2.2 %). Likewise, for Germany there is a negative 
balance of a similar magnitude in 2021 (-2.5 %) and 
2022 (-1.8 %). At the level of the EU-27, this trend 
is likely to continue in 2023 (-0.8 %) despite the re-
cent increase in nominal wages. Recall that the dis-
tributionally-neutral margin for wage growth in the 
present European collective bargaining report is 

3	 As explained above, the distributionally-neutral margin 
for wage growth in the European Collective Bargaining 
Report has been calculated on the basis of the GDP de-
flator since the 2021 / 2022 edition (Lübker / Janssen 2022, 
p. 323).
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Source: European Commission, AMECO Database (current as of 15 May 2023).

Table 4

Distributional outcomes and functional income distribution in the European Union, 2020 – 2023*
In percentage points (distributional outcome) and in per cent (labour share)

Note: 
All data are based on the person concept (rather than full time equivalents).

Distributional outcome = balance of nominal wage growth and the distributionally-neutral margin for wage growth (see Table 2), in percentage points.
Labour share (adjusted) = Compensation of employees per employee, in % of GDP per person employed (at current market prices, person concept, not adjus-
ted for working time).

* Data for 2023 refer to a forecast by the European Commission.

Distributional outcome Labour share (adjusted)

2020 2021 2022 2023 2020 2021 2022 2023

Northern Europe                

Denmark 0.9 -2.2 -4.7 4.0 55.5 54.3 52.0 54.1

Finland -0.7 1.1 -0.7 -0.2 52.3 52.8 52.5 52.4

Sweden 1.3 -2.8 -2.8 -0.9 49.9 48.7 47.4 47.0

Western Europe                

Austria 4.3 -1.7 -2.8 1.3 57.5 56.5 55.1 55.8

Belgium 2.4 -3.2 0.0 4.5 60.4 58.6 58.6 61.1

France 1.9 -0.9 1.8 -0.5 58.1 57.6 58.7 58.4

Germany 1.6 -2.5 -1.8 -0.2 59.7 58.3 57.3 57.2

Ireland -3.9 -5.2 -6.4 -2.2 31.9 30.4 28.6 28.0

Luxembourg -0.9 -2.3 1.0 2.3 52.9 51.8 52.3 53.4

Netherlands 6.3 -3.2 -2.0 -1.4 61.1 59.3 58.2 57.4

Southern Europe                

Cyprus 3.9 -4.5 -5.5 0.6 52.0 49.9 47.3 47.6

Greece 7.5 -4.6 -10.0 -2.8 54.6 52.2 47.5 46.2

Italy 1.5 -1.1 -0.2 -2.8 53.4 52.8 52.7 51.3

Malta 9.3 -6.0 -3.2 -0.3 55.5 52.5 50.9 50.7

Portugal 6.3 -1.0 -3.1 -2.2 56.1 55.6 54.0 52.9

Spain 6.8 -2.7 -3.8 -0.7 57.9 56.4 54.4 54.1

Eastern Europe                

Bulgaria 4.7 -3.8 0.9 1.8 60.7 58.7 59.2 60.1

Croatia 8.0 -3.6 -4.4 -0.6 56.4 54.6 52.4 52.1

Czech Republic 2.8 -1.6 -3.8 -3.4 53.3 52.5 50.7 49.1

Estonia 4.5 -4.5 -1.7 0.7 56.9 54.7 53.8 54.2

Hungary 0.3 -4.1 -3.5 1.0 45.0 43.3 42.1 42.5

Latvia 4.0 -2.9 -4.1 0.5 57.5 56.0 53.9 54.2

Lithuania 3.1 0.5 -2.7 -1.3 54.0 54.3 53.0 52.4

Poland 3.1 -5.1 -3.3 0.3 51.5 49.1 47.7 47.8

Romania 1.6 -7.4 -7.5 -4.9 50.9 47.4 44.4 42.5

Slovakia 3.0 -1.1 -1.4 -1.4 50.7 50.2 49.6 48.9

Slovenia 5.8 -1.6 -6.0 -0.2 66.2 65.2 61.7 61.6

EU-27 2.3 -2.4 -2.2 -0.8 56.8 55.6 54.8 54.6
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calculated on the basis of the GDP deflator. Hence, 
the mechanics of the national accounts framework 
directly link the negative distributional outcome to 
the functional distribution of income (see also Lüb-
ker / Schulten 2018, pp. 402ff.).  4 

Accordingly, the national accounts also record 
a falling share of compensation of employees in 
national income: the adjusted wage share has fall-
en continuously since the pandemic year 2020 
(56.8 %) in the EU-27. It is expected to decline fur-
ther to 54.6 % in 2023. The sharpness of the de-
cline can be partly explained by the elevated base-
line value for 2020. But even in a long-term com-
parison, the wage share is currently unusually low: 
In the period from 2010 to 2019, it was still 55.4 % 
on average in the EU-27 (not shown in the table). 
Germany is also one of the EU countries where 
wage income has lost ground. Here, the adjusted 
wage share fell from 59.7 % (2020) to 57.3 % (2022).

5	INFLATION LOSERS AND 
INFLATION BENEFICIARIES 

5.1	 Price increases lead to rising profit 
margins

The previous sections have shown that, given the 
gap between nominal wage growth and the rise 
in consumer prices, workers have suffered a sig-
nificant drop in real wages over the past year: ac-
cording to the available data, they are unambig-
uously the losers in the recent wave of inflation. 
But employers, too, sometimes give the impres-
sion that their companies are suffering from the 
high inflation. At first sight, the significant rise in 
world market prices for energy, agricultural raw 
materials, and intermediate inputs over the course 
of 2021 and 2022 makes this representation seem 
plausible (Dullien / Tober 2023, p. 3). Nonetheless, 
this narrative needs to be questioned, as the higher 
prices charged by companies for their end prod-
ucts are reflected in corporate balance sheets in 
the form of higher revenues — a diametrical con-
trast to the position of consumers, for whom high-
er prices mean higher expenditures. Changes in 
the functional income distribution in favour of cap-
ital incomes also suggests that profits have not 
suffered a hit.

4	 This is not necessarily the case if the distributionally-neu-
tral margin for wage growth is calculated on the basis of 
the HICP (Lübker / Schulten 2017, p. 423). By changing the 
basis of calculation to the GDP deflator, the uncertainty 
in the interpretation of the distribution balance with re-
gard to the functional income distribution is eliminated 
(see also Lübker 2020, p. 274). 

In the previous edition, the European Collective 
Bargaining Report argued that many companies 
had increased their prices more than would have 
been necessary to compensate for their increased 
costs (Lübker / Janssen 2022, p. 319). The leading 
German automobile manufacturers served as an 
example of this, given that they openly referred to 
an “improved pricing environment” as a main ex-
planation for increased corporate profits (ibid.). In 
the meantime, the Bundesbank (2023) has exam-
ined the earnings situation of German companies 
on the basis of a much broader sample.  5 It arrives 
at the conclusion that “cost increases were large-
ly passed on to consumers”, while this was not 
the case when input costs declined (ibid., p. 70). 
The companies also benefited from the moderate 
growth in wages, so that “reported personnel ex-
penses fell relative to total output” (ibid.) [authors’ 
translation].

As a result, companies in Germany were able to 
significantly expand their profit margins at the ex-
pense of consumers and, according to calculations 
by the Bundesbank, achieved a return on sales of 
5.1 % in 2021 before taxes, the highest value since 
2007 (ibid.). Balance sheets for companies listed 
on the Frankfurt Stock Exchange also suggest that 
revenues and, to a lesser extent, corporate prof-
its continued to grow through 2022 in all sectors 
of the economy.  6 Joachim Ragnitz (2022) from the 
ifo Institute Dresden also draws the conclusion 
that German companies have not only passed on 
cost increases to their customers, but have further 
fuelled inflation by increasing their profit margins. 
“In particular in agriculture and forestry, [...] as well 
as in the construction industry and in trade, hospi-
tality and transport [...], companies have increased 
their prices significantly more than would have 
been expected due to the rise in input prices” (ibid., 
p. 25) [authors’ translation].

5.2	 Contributions of wages and profits to the 
GDP deflator

Most recently, the European Commission (2023, 
p. 29) pointed out in its Spring 2023 Economic 
Forecast that the development of profits is a key 
driving force behind high inflation across Europe. 
The starting point for the Commission’s calcu-
lations is the GDP deflator, which is also used in 
Section 2.3 of the present report to determine the 
distributionally-neutral margin for wage growth. 

5	 The annual financial statements of around 23,000 compa-
nies were included in the study, which were extrapolated 
using information from the company register (Bundes-
bank 2023, p. 70).

6	 Due to the reporting requirements, recent data are avail-
able for the around 230 companies listed in the Prime 
Standard of the Frankfurt Stock Exchange (Bundesbank 
2023, p. 80).
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Since nominal GDP can be broken down into its 
main components on the income side — compen-
sation of employees and gross operating surplus 
–, changes in the GDP deflator can also be traced 
back to the development of wages and prof-
its.  7 The third, much smaller component of GDP 
at market prices is the balance of taxes linked to 
production and imports, minus subsidies. Hence, 
changes in taxes — such as Germany’s temporary 
reduction in VAT in 2020 — can also affect the GDP 
deflator. Figure 5 is based on the methodology used 
by the Commission in its Spring 2023 Economic 
Forecast (European Commission 2023, pp. 29ff.).  8 
Accordingly, a caveat stressed by the Commission 
also applies here: The decomposition is purely an 
accounting exercise and cannot be understood in 
the sense of a causal analysis (ibid., p. 29).

Since compensation of employees makes up 
a higher proportion of GDP than gross operating 
surplus, wages can be expected to make a high-
er contribution to the GDP deflator (see also Arce / 
Hahn / Koester 2023, Figure 3).  9 To account for this 
bias, Figure 5 therefore first shows the development 
of unit labour costs (wage inflation) and unit cap-
ital costs (profit inflation). While both indicators 
fluctuated around the GDP deflator (shown as a 
line) in previous years without any recognizable 
pattern, the rates of increase in unit capital costs 
are significantly above those of unit labour costs in 
2021 (4.6 %) and 2022 (7.0 %). This is also the case 
in the forecast for 2023 (7.6 %). This supports the 
assessment made by the European Commission 
(2023, p. 31), namely that domestic price pressure 
is currently emanate from profits in particular.

When decomposing the GDP deflator itself, the 
unusually high contribution of profits also stands 
out (bars in Figure  5). For the European Union as 
a whole (panel a), profits contributed 1.5 and 2.3 
percentage points to the GDP deflator in 2021 and 
2022, respectively. In the forecast for the current 
year, the continued profit growth will again make 
a significant contribution to domestic inflation (2.5 
percentage points). For comparison: In the years 
from 2010 to 2020, the contribution of the gross 
operating surplus to the GDP deflator averaged 0.5 
percentage points. Therefore, the contribution of 
profits to domestic price pressures is three to five 
times above its long-run trend. In contrast, only a 
minimal contribution to inflation can be identified 

7	 This takes place in the generation of income account (Eu-
rostat 2014, margin no. 8.18).

8	 Profits are defined as gross operating surplus (i. e. before 
depreciation) and wages as compensation of employees 
(i. e. including employers’ social security contributions). 
Income from self-employment is distributed proportion-
ally to wages and profits, following the example of the 
European Commission (2023, p. 29).

9	 Nonetheless, for the years 2010 to 2020, the contribution 
made by the compensation of employees to the GDP de-
flator was only 0.7 percentage points on average.

for wages in 2021 (0.2 percentage points), which 
only increases to 1.8 percentage points in 2022 and, 
in the forecast, to 2.9 percentage points in 2023. 
However, as explained above, this must be viewed 
in relation to the higher share of wages in GDP.

Looking at the development in the five largest 
economies in the European Union, a similar pat-
tern emerges — with one important exception (Fig-
ure  5, panels b to f). Since 2021, gross operating 
surplus has made a disproportionate contribution 
to the GDP deflator in Germany, Italy, Spain and 
the Netherlands, although its impact is distribut-
ed slightly differently over the calendar years be-
tween countries. What all four economies have 
in common is that unit capital costs rose faster 
than unit labour costs in the 2022 / 23 period and 
in some cases also in 2021. The situation is differ-
ent in France, where unit labour costs increased 
by 4.9 % in 2022 (and similar growth is expect-
ed in 2023). This is well above the EU-27 average 
(3.3 %). Since profits remained subdued in France, 
the overall GDP deflator grew at only 3.0 %, well 
below the average for the EU-27. Likewise, France 
saw a below-average increase in consumer pric-
es of 5.9 % (see Table 3). This demonstrates, in line 
with the caveat made above, that the causal rela-
tionship between wages and inflation is tentative 
and conditional on the development of profits. 

When looking at the quarterly national ac-
counts, profits have gained momentum since the 
3rd quarter of 2021, supported by both manufac-
turing and services (European Commission 2023a, 
p. 30). By the 4th quarter of 2022, unit capital costs 
increased in all EU-27 countries, mostly at a fast-
er rate than the GDP deflator (ibid.). Calculations 
by the European Central Bank (ECB) also show an 
increasing contribution of profits to domestic in-
flation (Panetta 2023). Overall, profits have made a 
larger contribution to the GDP deflator than wages 
since the 4th quarter of 2019 in the eurozone. This 
disparity is particularly pronounced in the mining 
and utilities sector and in agriculture, where ex-
cess profits accumulated due to rising commodi-
ty prices. But profits also increased significantly in 
manufacturing, construction and the trade, trans-
port and hospitality sector (ibid.).

In sum, companies have recently succeeded in 
raising their sales prices more than would have 
been necessary to compensate for the rising costs 
of imported raw materials and intermediate inputs. 
Given the data, even liberal economists share the 
finding of “profit inflation” and see companies as 
“inflation winners” (Ragnitz 2022). This prompts 
the obvious  question how the companies man-
aged to impose their higher margins on consum-
ers. This is unusual for crisis situations, were the 
default expectation is that rising costs for primary 
products and the weak economy adversely affect 
profits (Arce / Hahn / Koester 2023).

To explain the unusual surge in profits, the cur-
rent debate centers on two explanations: On the 
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Figure 5

Development of the GDP deflator and its components on the income side, 2015 – 2023*

In per cent (GDP deflator, wage and profit inflation) or in percentage points (contributions to the GDP deflator)

* 	 Figures for 2023: European Commission forecast.
** 	� Wage inflation (year-on-year growth rate of unit labour costs)
*** 	� Profit inflation (year-on-year growth rate of unit capital costs)

Quelle: European Commission, AMECO database (as of 15 May 2023), authors’ calculations.
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one hand, reference is made to the imbalance 
between supply and demand. During the coro-
na pandemic, in particular, his led to rising goods 
prices and, when lockdowns were phased out, to 
excess demand in the service sector (European 
Commission 2023a, p 30f.). On the other hand, be-
havioural economics might hold another explana-
tion: The rising cost of raw materials in the course 
of the Russian war of aggression against Ukraine 
might have served as a convenient excuse to push 
through price increases (ibid.). Since the compa-
nies could assume that their competitors would 
also raise their prices, they can take this step with-
out having to fear losing market share. This applies 
in particular to markets with low levels of competi-
tion (see also Weber / Wasner 2023).

6	CONCLUSION: WILL EUROPE FIND 
A JUST WAY OUT OF THE CRISIS?

This year’s European Collective Bargaining Report 
shows with alarming clarity that workers are the 
losers in the current wave of inflation: across Eu-
rope, the purchasing power of wages fell by 4.0 % 
last year. For the current year, the European Com-
mission forecasts a further drop in real wages 
of 0.7 %. The situation is very similar in Germany, 
where, according to the data presented in this re-
port, real wages fell by 4.1 % (2022) and are expect-
ed to fall by a further 1.3 % (2023). Given that nom-
inal wages continued to grow, the main reason 
for this is the rapidly increasing consumer prices, 
which were initially driven by the rise in the price 
of energy imports. However, import prices are 
now falling again, so that the persistence of infla-
tion is mainly due to domestic factors.

In the public debate, the trade unions are of-
ten confronted with the blanket accusation that 
their wage demands are further fuelling inflation. 
However, a sober look at data from the Europe-
an Central Bank and Eurofound shows that the 
development of negotiated wages cannot explain 
the high inflation rates of recent months. In the 
euro zone, collectively-agreed wages increased by 
2.8 % in 2022, only a slight increase over the pre-
vious year (1.5 %). However, the growth rate was 
still below the threshold of 3 %, which is seen as 
in line with price stability. The threshold results 
from trend growth in productivity of 1 % and the 
ECB’s inflation target of 2 %. With an increase in 
negotiated wages of 2.7 % in 2022, Germany cor-
responds to this pattern. According to calculations 
by the Federal Statistical Office (2023e), modest 
wage growth at the same rate continued at the be-
ginning of the current year. Even employer-orient-
ed observers such as Lesch and Eckle (2023, p. 4) 
from the German Economic Institute (IW) therefore 

see the current collective bargaining policy as “in 
line with framework for stability” [authors’ trans-
lation].

In contrast to wages, profits were, for a long 
time, hardly the focus of the public debate about 
the causes of inflation. This is in part due to the 
fact that companies presented themselves very 
emphatically as the victims of cost increases. The 
previous year’s European Collective Bargaining 
Report raised doubts about this representation 
with reference to good company balance sheets 
(Lübker / Janssen 2022, p. 319). In the meantime, 
surveys by the Bundesbank (2023) confirm on a 
broad data basis that German companies have not 
only succeeded in passing on cost increases to 
consumers, but that they have also increased their 
profit margins by increasing prices.

With the help of the national accounts, the con-
tribution of profits and wages to internal inflation 
can be examined for the entire European Union. 
The analysis shows that unit capital costs are cur-
rently rising faster than unit labour costs. The profit 
increases therefore make a significant contribution 
to the GDP deflator and thus to domestic inflation. 
The finding of “profit inflation” and the associated 
diagnosis that companies are among the “inflation 
winners” also applies to the case of Germany (e. g. 
Ragnitz 2022). In view of the real wage losses for 
workers, this imbalance in terms of distribution 
policy is also a problem of distributional justice.

Future collective bargaining policy is therefore 
faced with a dilemma: the moderate collective 
wage increases of recent years were consistent 
with stability, but also associated with significant 
real wage losses. In all countries examined, they 
have erased the real gains made through collective 
wage increases since 2015. In addition, compa-
nies — as described above and with the exception 
of France — have not practiced reciprocal profit re-
straint. Therefore, in the midst of the crisis, there 
was a significant redistribution away from wages 
and in favour of capital income. The new collec-
tive agreements from 2022 show that the Europe-
an trade unions have reacted to this with higher 
wage settlements. Nonetheless, they still fall short 
of inflation, so real wage losses continue. In addi-
tion, the reach of collective bargaining is only lim-
ited — not least due to the reduced collective bar-
gaining coverage in many countries — so that actu-
al wages in the euro zone are currently rising faster 
than collective wages (i. e. wage drift).

In Germany, too, the debate is now more nu-
anced than it was a year ago (Lübker / Janssen 
2022, p. 325f.). There are still voices, like the eco-
nomic policy spokeswoman for the CDU / CSU par-
liamentary group Julia Klöckner (2023), who re-
peat the old chorus and warn of the dangers of a 
possible wage-price spiral and — grossly contrary 
to the facts — argue that inflation had also led to 
vanishing corporate profits. Referring to Ragnitz 
(2022), Lesch and Eckle (2023, p. 22), on the other 

    	 Wage inflation**

    	 Profit inflation***
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hand, speak of a kind of “double risk”, namely a 
“combination of profit-price and wage-price spiral” 
[authors’ translation]. For the ECB, too, the devel-
opment of profits now plays a much more promi-
nent role in estimating future inflationary pressure 
than was the case in the past (e. g. Panetta 2023).

This recognizes the role of profits in the current 
inflation dynamics. In fact, higher wages only lead 
to inflation if companies maintain or expand their 
profit margins (see also Arce / Hahn/Koester 2023). 
This points towards a possible way out of the cur-
rent problem of high inflation, falling real wages 
and the associated, adverse shifts in the functional 
income distribution: a normalization of profit mar-

gins. The European Commission (2023a, p. 31) ac-
cordingly hopes that this scenario could material-
ize in the coming year. This could be brought about 
by an easing of supply bottlenecks, a decline in 
pent-up demand and a weak global economy. The 
currently elevated profit margins therefore offer 
a buffer to absorb future increases in unit labour 
costs (ibid.). A recent study by the International 
Monetary Fund (IMF) also suggests that, as has 
often happened in the past, there could be a com-
bination of stronger nominal wage growth and fall-
ing inflation — and thus a catch-up movement in 
real wages (Alvarez et al. 2022). However, such a 
benign outcome cannot be taken for granted.
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