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The sector of chemical, pharmaceutical, gas, rubber and aluminium industries

Macro-economic indicators

The largest branch of chemical industry is manufacture of chemicals and chemical products, which had a share of 6.9% in total manufacturing in 2005.  The largest sub-branch, production of chemical base stock was up by 15% on the previous year. The production volume of medicinal products, the second largest sub-branch with a share of 40%, remained below its 2004 level. The branch of rubber and plastic products represented 3.3% of total manufacturing.

Distribution of industrial production by size of enterprise, 2005

	Branch
	5-9
	10-19
	20-49
	50-249
	250 or more
	Total

%

	
	number of staff
	
	

	manufacture of chemicals and chemical products
	0.3
	1.3
	4.2
	11.2
	83
	100

	Manufacture of rubber and plastic products
	2.2
	6.1
	11.8
	42.0
	37.8
	100


As shown by the table above, in the area of chemicals and chemical products enterprises with more than 250 employees are dominant (80%), while the majority of enterprises in rubber and plastic industry employ either 50-249 persons (42%) or more (37.8%), which is a very important fact from the point of view of employees’ interest representation as regards industrial relations, especially information and consultation rights.

Employment, average wages
 

	Number of staff by activity
	
	2006/I
	

	 
	
	
	
	
	manual
	non-manual
	total

	 
	Manufacture of chemicals and chemical products
	16791
	13435
	30226

	 
	Manufacture of rubber and plastic products
	28002
	7424
	35426

	 
	Manufacture of aluminium  
	3351
	1124
	4475

	 
	Gas production and supply 
	 
	2488
	3711
	6199

	 
	 In the area covered by VDSZ 
	 
	 34263
	21087 
	55350 


Average wages 

Monthly gross average wages for full-time work

	Branch

 
	 2006/I 

	
	manual
	non-manual
	total

	Aluminium industry 
	Ft
	197 059
	463 661
	260 313

	
	a)
	104.2
	104.5
	104.5

	Gas industry

 
	Ft
	177 070
	275 929
	239 903

	
	a)
	109.7
	106.8
	107.5

	Rubber industry

 
	Ft
	177 754
	453 267
	240 739

	
	a)
	105.6
	112.5
	107.0

	Pharmaceutical industry 
	Ft
	224 350
	359 108
	291 472

	
	a)
	108.2
	107.9
	109.0

	Other
	Ft
	149 983
	442 755
	275 215

	
	a)
	102.1
	121.6
	114.5

	Paper industry
	Ft
	158 955
	368 831
	214 301

	 
	a)
	105.3
	104.5
	105.3

	Chemical industry

 
	Ft
	136 539
	317 065
	193 986

	
	a)
	102.0
	106.6
	103.4

	VDSz total
	Ft
	172 469
	348 364
	239 479

	 
	a)
	104.7
	107.9
	106.4


Note: a) indicates % change on the same period of the previous year

Developments in industrial relations at sectoral level before and after the Directive (2002)

VDSZ is celebrating its centenary this year: the Chemical Workers’ Union was formed on 22 April 1906. Today it bears the name of Federation of Hungarian Chemical, Energy and Allied Workers’ Unions. It has been member of ICEM and EMCEF since 1990. 

Sectoral Social Dialogue

In the area of interest representation covered by the Federation of Hungarian Chemical, Energy and General Workers’ Unions

Sectoral interest conciliation in the area of chemical industry and related trades in the period 1990-2002

VDSZ and the Hungarian Chemical Industry Association signed a wage agreement first on 13 July 1992. As a result of lengthy conciliation and compromise, on 12 August 1993 a Sectoral Collective Agreement was also concluded for an indefinite period of time. Pharmaceutical industry has also had a sectoral (sub-sectoral) collective agreement including a wage agreement since 1993. Sectoral collective agreements are concluded for an indefinite period of time and are modified yearly. An agreement involving several employers was concluded (July 1994) prior to the privatisation of gas industry belonging to the area of VDSZ interest representation, which can be regarded as subsectoral collective agreement. All that shows that in the area of VDSZ interest representation, there was cooperation to some extent already in the 1990s between the social partners at sectoral level, which could serve as a basis for sectoral (subsectoral) dialogue committees.

Sectoral interest conciliation after 2002

Sectoral Dialogue Committee of Chemical Industry

The Agreement on the Establishment of the Sectoral Dialogue Committee of Chemical Industry was signed by the representatives of the social partners on 28 November 2003. In the Agreement the parties committed themselves to acting together in the interest of strengthening sectoral-level dialogue in chemical industry, to establishing and sustaining an institutional framework of social dialogue. They agreed that cooperation would be based on mutual recognition and respect for each other’s interests, and would cover all areas, actions or measures having relevance to the situation and future of the sector or affecting employers’ or employees’ interests. They agreed to jointly develop temporary rules of procedure and operation of the committee within a stated period of time following its constitution. They also agreed that in the course of its operation, the Committee would pay particular attention to the following issues:

· promoting appropriate recognition of the weight of the chemical sector in the national economy;

· creating and communicating a positive image;

· legislation applying to the sector and the world of work;

· employment, wage and income policies;

· education/training;

· environmental protection;

· health and safety at work; 

· worktime and work schedule;

· promoting re-employment of the victims of collective redundancies, 

· subsectoral/branch/sub-branch-level collective agreements;

· joining EU-level sectoral social dialogue;

· developing methods of conflict management applicable to the sector in the interest of maintaining industrial peace.

To support legislative work, the Committee would consider draft legislation, formulate joint opinions and develop proposals. 

When setting up the Committee and outlining its operating conditions, the parties to the Agreement would rely on 

· the agreement on the renewal of social dialogue within the National Interest Conciliation Council on 26 July 2002;

· the frame agreement on the principles of establishing sectoral dialogue committees and their operation within the Sectoral Council on 2 July 2003; and 

· the labour law currently in force.

Rules pertaining to the operation, duties and powers, rules of procedure and operation and manner of operation of the Committee would be drawn up with regard to the provisions of the law on Sectoral Dialogue Committees to be enacted at a later date. The founders of the Committee emphasised their commitment to strengthening the system of sectoral social dialogue in chemical industry and promoting its efficient operation. The parties to the Agreement asserted their intention to act in compliance with the principles embodied in this Agreement when concluding collective, wage or other agreements at local level. 

The signatories to the Agreement on behalf of employees were:

· Subsectoral Federation of Chemical Workers’ Unions of the Federation of Hungarian Chemical, Energy and General Workers’ Unions,

· MOL Chemical Engineering Trade Union,

· Federation of Trade Unions of Pharmaceutical Industry,

· Federation of Trade Unions of Rubber Industry, and

· Federation of Trade Unions of Aluminium Industry

and on behalf of employers:

· Hungarian Chemical Industry Association, 

· National Association of Hungarian Pharmaceutical Manufacturers, 

· Hungarian Rubber Industry Association and 

· HUNGAMOSZ National Employers’ Association in Aluminium Industry.

The preparatory/mapping study on sectoral dialogue committees (hereunder SDCs) was carried out by VDSZ, and following consultations with the employers’ side, it was processed into a concerted opinion. The eighteen sectoral studies and three syntheses provided a basis for the determination of the specific features of SDCs. 

Following its formation, the Sectoral Dialogue Committee of Chemical Industry drew up and, as a result of several rounds of negotiations, adopted its own temporary Statutes laying down its principles, criteria, responsibilities, structures, officials, the two sides’ duties and powers, the order of passing decisions, the manner of keeping the minutes and other rules to be applied until the draft law already before parliament was passed. Since its establishment, the SDC of Chemical Industry has completed several studies and organised various conferences on issues of sectoral importance with the sector’s future in view. 

Studies

(
Problems of labour leasing. Possible ways and means of preventing its being misused (sector-specific study carried out by 4 SDCs);

(
Proposal for the review of the pertinent provisions of the Labour Code, which  contributed to the tightening by parliament in 2005 of the provisions pertaining to labour leasing through increasing the liability of temporary placement agencies and employees’ protection, as well as narrowing down the possibility of evading payment of taxes and contributions. 

(
Which way to go on? Prospects of the future of Hungarian chemical industry. Problems and possibilities in developing vocational training and adult education in respect of chemical industry. 

This study contributed to the National List of Qualifications for Vocational Training and Education being amended in 2005 with the aim of promoting the emergence of a workforce adaptable to the changes of economic conditions in Europe and meeting the needs as soon as possible. Its main point is to provide a coordinated, coherent structure facilitating flexible adaptation to the needs of the labour market and quality training. Only the occupational standards and examination requirements remain to be developed. It is of particular importance for chemical industry because as from 2007 trade schools will provide training in accordance with the new list. 

(
Overview of the changes in the system of unemployment provision resulting from the amendment of the Employment Act to encourage jobseeking and promote employment


In 2005, Parliament passed amendments to the Act on employment, the Act on the programme of premium years, and the Act on promotion of the employment of young people starting out on their careers, jobseekers over fifty years of age as well as those wishing to find employment after child-care, furthermore on traineeship employment. The purpose of the amendments was to create opportunities of and interest in working, to support active jobseeking instead of passive provision of benefits, and to strengthen compliance with labour law. A decrease of unemployment and growth of employment are also EU requirements. The abovementioned overview helps employees’ and employers’ interest representations, persons having become redundant, designers and teachers of training programmes to find their way around new and amended legal provisions. 

(
Employment problems in chemical industry and its branches; anticipated developments in the labour market


Part of the information necessary for SDCs to meet their responsibilities is available in the current statistical information system, but the social partners in the SDC of Chemical Industry needed more detailed information in order to have profound knowledge of the processes within the sector over the past year and the resulting situation as well as to be able to anticipate the trend of further changes. The abovementioned study was composed on the basis of the information obtained from the relevant sources to serve as reference material helping both the employers’ and the employees’ side to develop the positions they want to represent in collective bargaining at sectoral, subsectoral and workplace level, thus facilitating the effectiveness and success of  the various negotiations. 

(
REACH, the EU’s new regulatory systems for chemicals


The essence of the European Union’s new regulatory system for chemicals is that it has replaced the old system by a single coherent system entailing radical changes in the responsibilities of manufacturers/importers and public authorities regarding chemicals. The old system hindered innovation by conserving the use of old substances instead of new ones. The study was intended to provide an overview of the resulting tasks for the actors of the sector.

Conferences
· December 2005, conference on vocational training,

· March 2006, the new EU policy on chemicals in the light of REACH: Sector-specific environmental impacts;

· Conference on environmental protection and safety engineering in chemical industry (Eger).

In 2006, the SDC of Chemical Industry has the following items on its agenda:

· studies are planned on 

– 
the system of social dialogue at company level in the subsectors represented in the SDC of Chemical Industry;

–
collective agreements in the European Union;

–
impacts of environmental investments on Hungarian chemical industry;

–
employment problems in chemical industry and its branches; anticipated developments in the labour market (updating the 2005 study);

–
Hungarian chemical industry and REACH;

–
the future of Hungarian chemical industry and it prospects in a ten-year term;

–
tasks of health protection in chemical industry. 

Subsectoral Dialogue Committee of Gas Industry

An SDC has also been set up in gas industry. The objective is to preserve the professionalism, special features and traditions of gas industry and to keep trade union membership in companies established by legal succession. To this end it is necessary to support trade unions and their officials by organising lectures and targeted training for them on the one hand and strengthening information systems on the other. The primary task of the Trade Union Federation of Gas Industry and the Executive Board is to strengthen sectoral-level interest conciliation, to conclude a sectoral collective agreement and to extend its coverage to newly established unions. In order to address employees (not only trade union members) materials need to be prepared and sent to the workplaces.

Subsectoral Dialogue Committee of Pharmaceutical Industry

There is an SDC operating in pharmaceutical industry, too, whose most urgent task is to draw up its rules of procedure and operation, as well as to effectuate the yearly modification of the subsectoral collective agreement by concluding the 2006 wage agreement. 

The operation of the SDC of Chemical Industry since its establishment may be deemed, apart from some minor hitches, as continuous and substantive; though there are still subsectoral/branch collective agreements to be concluded and extended by the competent dialogue committees. Through participation in the European Sectoral Social Dialogue Committee, VDSZ seeks to influence EU regulations relating to chemical industry in a favourable direction in the interest of both employees and employers. 

Company case study 4: Chinoin Zrt.

Branch: pharmaceutical industry

Owner:  the French Sanofi Aventis Group in 99.9% from 2006 spring

The firm has establishments in Budapest, Veresegyháza and Miskolc (in Hungary). 

The number of persons employed: 2054 (in 2006)

Proportion of trade union members: 46.25%

The company has  

· trade union 

· works council

· European Works Council 

· committee on health and safety at work (mandatory by law)

· Supervisory Board

Agreements:

· Sectoral Collective Agreement  

· Collective Agreement

· European Works Council Agreement (operative in Hungary since 2002)

· Code of Conduct

Collective agreement (CA)

There has been a collective agreement at the company since 2001; it was concluded between the management of Chinoin Rt. and Chinoin Chemical Workers Union entitled by having the necessary support to conclude a collective agreement. The currently valid modified collective agreement entered into force on 1 July 2006 and applies to Chinoin Rt. and Sanofi-Aventis Hungary Zrt. 

Information and consultation rights

The employer is required to cooperate with the trade union, and in the framework of this cooperation to supply information necessary for its interest-representation activity as well as to communicate its standing on the union’s observations and proposals as well as the reasons for such (Section 2.2 of CA). 

The trade union may request information from the employer on all issues related to the economic interests and social welfare of employees in connection with their employment. The employer may not refuse to supply such information, nor the justification of its actions. Furthermore, the trade union is entitled to express its position and opinion to the employer concerning any employer decisions and, furthermore, to initiate consultation in connection with such decisions (Section 2.3 of CA, literal transposition of Subsection 1 of Section 22 of the Labour Code). 

The trade union is entitled to monitor compliance with provisions pertaining to working conditions. Within the framework of such activities, the trade union may request information concerning the enforcement of provisions pertaining to labour relations from the authorities concerned, who shall disclose the necessary information and data. The trade may notify the competent authorities regarding any discrepancies and/or deficiencies revealed by inspection and, in the event that the aforementioned authorities fail to take the necessary actions in due time, may initiate the appropriate proceedings. The authority conducting such proceedings shall inform the trade union regarding the outcome (Section 2.4 of CA, literal transposition of Subsections (3) and (4) of Section 22 of the Labour Code). 

In the event of the employer’s planned decision directly affecting at least 30 employees, it is required to notify the trade union’s representative at the workplace (Section 2.6 of CA).

The employer’s obligation of information relating to legal succession is laid down separately in Section 2.7 of the Collective Agreement. Collective redundancy is regulated in accordance with the Labour Code. Collective labour disputes and arbitration are regulated in accordance with the relevant provisions of the Labour Code. Agreements resulting from negotiations or arbitration are to be attached to the Collective Agreement. 

Obligation of confidentiality

Information received from the other party is required to be treated according to its classification, and at the other party’s express request (indication on the document), the parties undertake the obligation of confidentiality (Section 2.13 of CA). 

Background analysis

Answers to the questions of background analysis

1. Collective action against employer action contrary to the employees’ interests is always justified. Concrete examples: collective redundancies in 1998 and 1999 resulting from the Russian economic recession, but buying-ins, reorganisations and outsourcings have also been experienced in the history of the company. 

2. At the time of the Russian recession, the substantial collective redundancy was generated by the decrease in production in order to reduce costs. Then 440 employees were dismissed. 

3. The expected consequence for employees was dismissal. 

4. The employees’ representatives concluded a social agreement with the employer, which provided for a parity-based committee to advise leaving employees personally. They did not have a say in the decision on collective redundancy, they could only exercise their right of consultation. 

5. The greatest influence on the employer could be exercised recently in connection with working time when they changed over to a 36-hour working-week for a short time. As it raised problems, the 40-hour working-week was restored. In return, the employees affected were given 5 extra days of paid leave, which was included in the collective agreement.  

6. Methods of influencing the company: they sought to reach compromises in the course of consultations. When it came to mass layoffs, they set up a job-seeking service within the company. 

7. They did not seek contacts with other pressure groups. 

8. No permanent bodies were set up. 

9. Consultations were characterised by efforts to reach a compromise, to bring the positions of the parties closer to each other, to attain a win-win situation. 

10.  No external experts were involved. 

11.  The interviewee’s personal opinion: in the course of consultations everything possible was done for a satisfactory solution in the interests of the employees and industrial peace. 

Positive examples

(
As a consequence of the Russian recession, the need for reducing production and cutting costs entailed massive layoffs in 1998 and 1999. On these two occasions (dismissal of 440 persons) a separate social agreement was concluded to facilitate the voluntary leaving of the employees concerned, containing the following elements:

1. In the case of employees entitled to early retirement or advanced old-age pension:


Their employment relationship was terminated by mutual consent.


For the period until attaining retirement age, the company paid their pensions to the Pension Insurance Fund in compliance with the pertinent legal provisions.

The company paid a lump sum of compensation upon the termination of employment relationship.


Another possibility was that the company paid part of the compensation due to the employee concerned as a lump sum and the rest in monthly instalments of HUF20.000 to the CHINOIN Voluntary Pension Fund in the name of the employee.


The amount of compensation to be paid was calculated in the following way: the number of months remaining until the age entitling to old-age pension was multiplied by the amount of the Personal Monthly Compensation (PMC). PMC in turn was calculated as shown below:

	PMC = net average earnings – pension x Chinoin years/HUF100/month



In the case of a loyalty bonus becoming payable during the period of early retirement (before attaining the age entitling to old-age pension), the company paid HUF60,000 for 25 years, HUF80,000 for 30 years and HUF100,000 for 35 years of service.  

In the case of employees planning to start their own business or “free-lancing”:


Their employment relationship was terminated by mutual consent and they were paid severance pay. They were required to work for only half the notice period, for the other half they were exempted from work while receiving their average wages in accordance with the collective agreement then in force. 


Later Chinoin gave preference to enterprises launched by its former employees provided that they met its requirements in respect of price and quality. 


They were assisted in the procedures of launching a business, e.g. with drawing up a scheme of operations, estimates, etc.


On request, the company granted a mortgage loan of maximum HUF 3 million for a term of three years, free of interest and payable in monthly instalments. Repayment commenced four months from the date of signing the contract. 

3. In the case of employees intending to find employment at another employer:


Their employment relationship was terminated by mutual consent and they were paid severance pay. They were required to work for only half the notice period, for the other half they were exempted from work while receiving their average wages in accordance with the collective agreement then in force. 


In addition, with the income tax and social security contributions paid by the company, they received a Single Supplementary Severance Pay (SSSP), which was calculated as shown below:

	= (age–  SSSP=(age-35 years)/average net monthly wages in the last four calendar quarters


This amount was paid in monthly instalments or part of it as a lump sum and the rest in monthly instalments of HUF20.000 to the CHINOIN Voluntary Pension Fund in the name of the employee.

4. Part-time employment if the following conditions were met: 


Wages were reduced in proportion of the decrease in working hours
;


Applicability of part-time employment in a given job required the agreement of the company.

5. In addition to these possibilities, the company provided a Company Job-seeking Service (CJS) whose members were nominated by the management and the trade union. They were exempted from work so that they could be full-time at the disposal of those affected by collective redundancy.

(
The contents of the 1999 agreement, when Chinoin was already a member of Sanofi-Synthelabo Group, were largely the same with the following differences:

–
In the case of an employee willing to leave, employment relationship was terminated by mutual consent, severance pay and wages for half of the notice period were paid. In addition, employees leaving were granted an allowance calculated with average wages and depending on age: three months’ wages to those under 30 years of age, four months’ to those between 31 and 40, five months’ to those between 41 and 50 and six months’ to those over 51.

–
The company also arranged for re-training.

Company case study 5: Tigaz Zrt.

Branch: Gas industry

Composition: 
ENI S.p. – majority owner (50% + 1 share, Italian)


RWE Gas International – investor (43%, German)


Others

The company has facilities in Hajdúszoboszló, Debrecen, Nyíregyháza, Miskolc, Eger, Szolnok, Gödöllő, Diósd (in Hungary)

Number of persons employed: 1933 (in 2006)

Managers: 6

White collars: 1297

Blue collars: 630

Proportion of trade union members: 57.7%

The company has 

· trade union

· works council

· European Works Council

· committee on health and safety at work (mandatory by law)

· Supervisory Board

Agreements:

· Sectoral Collective Agreement 

· Collective Agreement 

· European Works Council Agreement (existing since 1995, but the renewed agreement of the ENI Group has only applied to the facilities in Hungary since 25 June 2004)

· Code of Conduct

· agreement on the movement of workers

There has been an agreement drawn up between the employer and the trade union on information and consultation rights, which is expected to be signed in the near future.

Collective agreement 

After the modification of the 1994 agreement necessitated by the transformation of the company, the current Collective Agreement entered into force on 12 March 2003. 

To keep the collective agreement up-to-date is the task of the Collective Agreement Committee charged with the tasks  

· to monitor changes in legislation that make amendments to the collective agreement necessary;

· to collect proposals for CA amendments and to evaluate them from legal, economic, human resources policy points of view;

· to draw up draft amendments;

· to collect comments and proposals made in response to the drafts, to evaluate them and communicate the committee’s standing on them to their originators;

· to participate in consultations on the drafts as well as in various events and  training sessions aimed at making the adopted regulations known.

The employer and the trade union supply the information necessary for the operation of the Committee; it costs of operation are covered by the Company (Section 4.4 of CA). 

Information and consultation rights, obligation to cooperate

The Company declares its intention to cooperate with the trade union and that it shall support its functional operation.

The signatories to the Collective Agreement agree that in the course of exercising rights and meeting obligations they shall adhere to compliance with law. 

They shall inform each other about their planned actions affecting the other party or having an impact on its activity. 

The signatories state that they shall not unilaterally upset industrial peace prescribed by the Collective Agreement, meaning 

· the Company shall not take decisions contrary to the provisions of the Collective Agreement;

· the Trade Union shall not initiate strike or work-stoppage concerning issues regulated by the Collective Agreement (Section 4.8.1 of CA). 

Contents and forms of cooperation (Section 4.8.2 of CA):

Regular cooperation of the parties covers the following areas:

· all government/sectoral measures affecting the parties’ situation, their future or their respective interests;

· issues related to the labour market situation of the Company and its employees;

· preparation for and follow-up of legislative changes affecting the Company and employees;

· consultation on plans entailing action regarding transformation or privatisation of the Company, transformation of work organisation or collective redundancy;

· issues of human resources policy going beyond the rules contained in CA;

· issues regarding social benefits and welfare facilities, joint maintenance of the latter;

· conciliation prior to resorting to strike or a veto;

· operating conditions of the trade union.

Forms of cooperation:

The distribution of employer’s powers and the organisational structure of the trade union result in a coherent system of cooperation, whose forms are the following:

· sending information sheets, drafts, proposals to the other party;

· inviting the other party to the meetings of various bodies;

· joint meetings of the parties’ governing bodies;

· experts’ consultations;

· convening the Conciliatory Board when necessary.

To speed up the supply of information, the employer has undertaken to invite a trade union representative to all meetings where decisions affecting the employees’ living and working conditions, their health and safety at work are prepared or adopted. The trade union’s representative participates in the work in an advisory capacity. 

The employer involves the trade union’ representative as a full right member in committees or other bodies set up for the purpose to resolve a critical situation (natural disaster, bankruptcy or winding up, etc.) or to prepare conceptual decisions. 

The trade union undertakes to exercise its right granted by the Labour Code to challenge an employer action only when consultation with the employer has failed. Furthermore, it ensures that the employer’s representative may participate in an advisory capacity in the meetings of its governing body deliberating issues that are subjects of consultation.

Legal succession

In the event of transferring an independent unit of the Company to another employer by legal succession in compliance with Subsection (2) of Section 209 of the Labour Code, the provisions of the Collective Agreement applicable to the employment relationship of the employees at the time of succession shall remain in force until another collective agreement is concluded with the successor employer (Section 4.2 of CA). 

Background analysis

Answers to the questions of background analysis

1. They were not able to exert substantial influence on the investor’s decision as they had no access to all the information and data on the economic management and market position of the company. Capital goes where it expects to realise the largest profits. Collective action is the most important instrument of influencing decisions and securing the best possible conditions for employees affected by collective redundancy, winding up, etc., such as higher severance pay, early retirement or paid re-training. 

2. The primary objective of the company was streamlining: to raise profits by increasing efficiency. 

3. Reducing the workforce by 50% led to unemployment in part. When certain activities were transferred to external enterprises fully owned by the company, under the terms of the respective contracts the employees concerned were also taken over. 

4. Workers’ representatives have rights to receive information, to express their opinions and to carry on consultations. The Supervisory Board is not a body suited for representing and protecting interests as its primary concern is safeguarding legality.

5. The greatest influence could be exercised mostly on workers’ consequences. 

6. Methods of influencing company decisions: canvassing for signatures, consultations, personal contacts.

7. Prior to privatisation they turned to the expert staff of VDSZ and the competent ministries for help, though the ministries had a preference for privatisation. Following the selling-out this help was no longer necessary; they managed to reach an agreement with the company’s management which was acceptable for both parties. 

8. Consolidation of the rights stipulated in the Labour Code was important, the owners were careful to comply with Hungarian law and not to make mistakes in this respect.

9. The main considerations were to ensure the conditions for the company’s profitable operation in the long run as well as those for the employees’ livelihood and social welfare. The aim was to have the employees adopt the company’s philosophy and objectives and encourage them to contribute to their attainment. 

10. The observers’ and experts task was to advise the management, occasionally to make suggestions how to improve effectiveness. They brought along new ways of looking at things, analysing problems, etc.

11. The interviewee’s personal opinion: the current situation of the company is an outcome of joint efforts; the employees’ loyalty and assiduous work has contributed to it to a significant extent. The company was able to meet its commitments and attain the objective set by the owners without major problems. It has an important role in the national economy, which is illustrated by its economic indicators. 

Positive examples

1. Conciliatory Board to deal with labour disputes and conflicts of interests (Section 4.9 of CA): 

The signatories to the Collective Agreement agree to set up a parity-based Conciliatory Board to deal with labour disputes and conflicts of interests listed in Section 4.9.2. After selecting an honoured person, the parties shall ask him/her together to chair the Board.  The assignment shall be first for a term of three years. The signatory parties shall nominate an equal number of persons as board members, i.e. the employer and the trade union shall delegate 5 persons respectively. Their assignment shall be valid until withdrawal. 

When a concrete problem has arisen, the chairman of the Board shall summon two members from each side to form a council. The Board shall always act in a five-member council and shall be entitled to use expert assistance. Conciliation shall start within five days from receipt of request. The parties to the dispute shall supply all information, documents and data necessary for the Board to assess and decide the case. The decision of the Board shall be binding, if so agreed by the parties in advance in a written statement. The Board shall take its decision in private session by majority vote and pronounce it together with the reasons for it; the decision shall qualify as an amendment to the Collective Agreement and the chairman shall arrange for the date of its entry into force. In the absence of the parties’ written statement, the decision shall be forwarded to the Collective Agreement Committee as a proposal for amendment. The conditions for the operation of the Board shall be provided and the costs covered by the Company. 

Cases falling within the scope of competence of the Conciliatory Board:

The signatories to the Collective Agreement are required conciliate by means of the Conciliatory Board concerning

· disputes over entitlement to conclude collective agreement;

· disputes over amendment or cancellation of the CA, 

· proper application of Subsections (1) and (5) of Section 199 of the Labour Code to prevent legal disputes between the signatories;

· application of provisions of the Labour Code pertaining to non-litigious proceedings;

· disputes over objections to employer action contrary to the provisions of the Collective Agreement; 

· disputes referred by CA to the Conciliatory Board.

2. Social Welfare Committee (Section 34 of CA) – permanent body

The signatories to the Collective Agreement agree that they shall set up a Social Welfare Committee at all major units as from 31 March 1994 to determine the appropriation of welfare funds. 

The Social Welfare Committee shall comprise from five to seven members: two or three delegated by the employer, two or three delegated by the Works Council (the employer and Works Council shall delegate an equal number of members) and one representative of the trade union. 

At its inaugural meeting the members of the Committee shall elect their chairman from among their number. The Committee members representing the employer shall be nominated by the human resources manager. Withdrawal and replacement shall be done by the delegator. 

In the course of making decisions on matters listed below, the Committee shall be entitled to invite experts in an advisory capacity to its meetings (e.g., rehabilitation – the firm’s physician, etc.). 

The Committee meets as needed but at least bimonthly. Operating conditions of the Committee shall be ensured by the Company. The responsibility of convening the Committee, keeping in contact and coordination with the Works Council, submitting written proposals falls on the chairman of the Committee. 

The Committee shall take it decisions by majority vote. It shall have quorum if more than 50% of its members are present. Its decisions are required to be set down in writing. 

Matters falling within the scope of competence of the Social Welfare Committee:

· vocational rehabilitation of workers with reduced capacity to work (CA, Section 7.4 of Chapter II);

· granting aid (CA, Section 31 of Chapter III);

· appropriation of welfare funds allocated for social events, cultural programmes, etc.;

· utilisation of non-financial resources for welfare purposes;

· use of other companies’ welfare facilities.

3.  The collective agreement contains provisions pertaining to settling a conflict beyond those of the Labour Code: 

· Mediation (in accordance with CA)

Independent persons with specialist knowledge on the list compiled by the Company, the Works Council and the Trade Union may act as mediators. The parties shall jointly request the services of a mediator. The mediator shall notify the parties in writing about the place and time of the negotiations of which the mediator shall draw up minutes. Upon the conclusion of negotiations, the mediator shall summarize in writing the parties' positions and the results of the negotiations, and deliver it to the parties within five days. An agreement reached in the course of negotiations shall qualify as collective agreement. Unless otherwise provided by the Collective Agreement or agreed by the parties, 80% of substantiated and necessary costs incurred in connection with the negotiations shall be covered by the Company, 20% by the trade union concerned. 

· Arbitration (in accordance with CA)

The rules pertaining to mediation also apply to arbitration with the following differences:

In the interest of settling a collective labour dispute, the parties shall choose an arbitrator from the list of the Labour Mediation and Arbitration Service. If the arbitrator sets up a conciliation committee, the parties shall delegate one representative each. The committee shall be chaired by the arbitrator.

The decision of the arbitrator shall be delivered in writing and shall contain the following:

· designation of the arbitrator (or committee),

· where and when the decision was made,

· names of the parties,

· the subject of the collective labour dispute and the circumstances of the case,

· the decision and the reasons for it,

· the arbitrator’s signature, and 

· the date of its entry into force. 

Company case study 6: Ddgaz Zrt.

Branch: gas industry

Composition: 
E.ON: 49.5% (until September 2006)


RWE: 49% (until September 2006)


the state: 1 Golden Share

Note: E.ON purchased RWE in September 2006, so now 99.94% of DDGÁZ is owned by E.ON

The company has facilities in Pécs, Szekszárd, Dunaújváros, Székesfehérvár (in Hungary).

Number of persons employed: 437

Proportion of trade union members: 48%

The company has 

· trade union

· works council

· European Works Council

· committee on health and safety at work (mandatory by law)

· Supervisory Board

Agreements:

· Sectoral Collective Agreement 

· Collective agreement 

· European Works Council Agreement 

· Code of Conduct

· Social Welfare Plan

· Human Resources Management Scheme (since 2003)

· Environmental Management Scheme (since 2004)

· Employment Agreement (since 2005)

Collective Agreement 

It was concluded in 1993 for an indefinite period. 

In respect of the company as a whole, rights and obligations related to information and consultation lie with the CEO of the company and the human resources manager as his deputy and the trade union’s representative (branch organisation) at the workplace. The employer’s obligation to provide information necessary for interest-representation activities covers trends in wages and salaries, changes in worktime, work schedule, circumstances of the performance of work, i.e. all issues having a significant impact on the working conditions and wage level of the community of employees. In respect of wage level, the employer is required to supply information on the wage bill and the average wages and salaries of full-time employees in the previous period. The employer’s obligation to provide information is particularly important when it concerns plans for a change of employer by legal succession, launching liquidation or winding-up proceedings. The employer is also required to give the reasons for such action and the probable consequences for the employees. 

Right of codetermination – Right of consultation – Right of information

The Works Council has the right of codetermination with regard to the appropriation of welfare funds specified in the Collective Agreement and with regard to the utilisation of institutions and real property of such nature.

Right of consultation – the Works Council is entitled to express opinion on plans for actions affecting a large group of employees, in particular those related to proposals for the employer's reorganisation, transformation, the conversion and modernisation of an organisational unit into an independent organisation.

The employer is required to deliver plans for actions affecting a large group of employees in writing to the Works Council. Such a plan shall cover all issues related to the concerned employees’ economic interests and social welfare in connection with employment, training and retraining, etc. The employer undertakes to draw up a strategic plan taking employment considerations into account: an employees’ training scheme to benefit from employment promotion government support, early retirement, new methods of work organisation and introduction of performance norms. Plans for payment according to performance and the norms of performance shall be prepared by the employer and delivered to the Works Council at least two weeks prior to implementation. The parties agree that any structural, organisational or technological change entailing changes in performance requirements shall fall within the scope of consultation. 

Right of information – the employer is required to supply information every sixth month regarding the fundamental issues affecting its economic situation. The parties agree that such issues shall be those relating to the profitability and liquidity of the joint stock company, relations of profits, wages and productivity. The employer is also required to provide information on plans for significant modification of its sphere of activities and investment projects as well as on the trends in wages and salaries, liquidity related to the payment of wages, the characteristic features of employment, utilisation of work time, and the characteristics of working conditions.

The chairman of the Works Council is entitled to attend the meeting of the Board of Directors in an advisory capacity when there is an item on its agenda involving the codetermination right of the Works Council. 

On the initiative of the Works Council, once a year (in the fourth calendar quarter) a Management–Works Council meeting is held to discuss timely issues of the company’s operation on the one hand, and those of interest representation on the other. The employer is required to supply information in writing and in advance on matters referred by the Labour Code to the competence of works councils. 

Consultations – having supplied the information, the supplier is required to carry on consultations to interpret and take a position on it. Consultation may be initiated by either party and it shall commence within eight days from receipt of request. A verbal agreement resulting from the consultation shall be set down in writing and confirmed by both parties. The Works Council is entitled to use external experts in the course of consultations. 

Conciliatory negotiations – in the interest of settling a conflict, the parties may initiate negotiations. The party initiating the negotiations shall explain its position on the matter in dispute and propose a place and time of negotiations. The negotiations shall commence within ten day from receipt of the written document. The parties shall supply the information deemed necessary for settling the conflict.

Labour-related legal disputes – in the case of the failure of conciliatory negotiations and/or the Labour Mediation and Arbitration Service, if the cause of conflict is presumption of the employer’s unlawful action, the Works Council may file for legal action. Filing for court action shall have suspensive effect in accordance with the Labour Code.

Background analysis

Answers to the questions of the Background analysis

1. There is need for collective action in the event of mass layoffs resulting from restructuring or take-over as well as changes of working conditions affecting all the employees. 

2. The company’s economic objectives were behind downsizing and outsourcing.

3. Consequences for the workers were termination of employment or transfer to another employer.

4. Employees’ representatives were able to exercise their information and consultation rights not least thanks to German social dialogue culture conveyed by the German owner, e.g., in 1994 a social welfare programme was adopted as a separate agreement.

5. Mostly the consequences for the workers could be influenced. 

6. Methods used: consultations and negotiations aiming to reach compromises, setting up a Job-seeking Service. 

7. There was no need for pressure thanks to the good social partnership with the employer, and keeping industrial peace in view they were always able to reach a compromise.

8. Provisions relating to setting up permanent bodies to operate in periods of collective redundancy were included in the Collective Agreement.  

A Collective Redundancy Committee was actually set up to determine the viewpoints and time schedule of implementation, to decide the extent of allowances and benefits to be granted in addition to those prescribed by labour law and the Collective Agreement as well as possible transfers to another employer or re-training. 

A Collective Redundancy Committee shall be chaired by the head of the manpower-management department; its members shall be the person exercising employer’s powers over the area concerned or his deputy and two persons delegated by the Works Council. One of the latter shall be a representative of the trade union affected by the collective redundancy. If there are no trade union members in the given area, the trade union representative of the unit concerned shall serve on the Committee. The Committee shall take its decisions by majority vote; in the event of a tie, the vote of the chairman shall be decisive. The committee is required to give the reasons for its decisions in writing. 

It is also possible to set up a Conciliatory Board (it has not been done so far). 

In accordance with Sections 37, 194 and Subsection (3) of Section 199 of the Labour Code, for the purpose of conciliatory negotiations the employer shall convene a Conciliatory Board to facilitate agreement between the parties on the matter in dispute. It shall be chaired by the human resources manager and its members shall be the head of the manpower-management department, a technology, an economic and a legal expert as well as four persons delegated by the party concerned (in the case of matters related to collective agreement, delegated by the trade union(s) entitled to conclude collective agreement; in the case of collective labour disputes, delegated by the trade union and/or the works council). 

9. Efforts to reach a compromise, to bring the positions of the parties closer to each other, to attain a win-win situation were typical especially regarding employees’ interests. 

10. No external experts were involved.

11. The interviewee’s personal opinion: German social dialogue culture had a strong and favourable influence on the atmosphere, process and outcome of consultations. It even occurred that it was the employer’s representative who drew attention to a solution favourable to employees, which, of course, was advantageous to the company as well. 

Positive examples

1. The Social Welfare Plan concluded with Ruhrgas for period of the privatisation process and following its completion (1996).

2. The Employment Agreement
 applying to all the companies of E.ON affected by the Project START 2, approx. 5000 persons (reorganisation, outsourcing). 

It provides for setting up an information service:

· The Parties are mutually interested in carrying on consultations prior to any major decision linked to the Project. The employees’ representations undertake to treat information indicated as such as business secret, and to use it only for guidance of the employees in a manner agreed upon by the Parties case-by case. 

· The Employers undertake to supply the necessary information always in time (within fifteen days at least) to allow Employees’ Representations sufficient time to formulate their opinions. 

· Information shall be supplied verbally and, in cases fixed by the Parties, in writing on two levels, first in the E.ON Interest Conciliation Forum, then in the local information forums of the individual companies. 

· Regarding actions becoming necessary in the course of the Project, the employees shall be notified in detail fifteen workdays in advance about the changes directly affecting them to allow them sufficient time to consider their decisions on acceptance of another job, or in the case of possible termination of their employment, to enable them to assert their rights in this connection.

· An Information Committee comprising the heads of Employers’ and Employees’ Representations shall be charged with supplying information on labour and human resources policy issues arising in the course of the implementation of the Project. Members of the Information Committee shall adhere to the communication guidelines of Project START 2 and communicate towards colleagues in a uniform manner. The terms of reference of the Committee do not include handling matters within individual organisational units. It is responsible, however, for responding to employees’ comments and/or questions concerning supply of information. 

It contains regulations on the following:

· Managing movements of workforce in connection with reorganisation within the group:

– in cases of outsourcing, upon change of employer by legal succession the employee’s employment relationship with E.ON is recognised;

–
within three months of their establishment new enterprises resulting from outsourcing shall start negotiations on collective agreement and social welfare plan;

–
transferring employees to the new enterprises – preference given to “inside” employees in tendering for jobs;

–
supporting employees’ training/re-training through individual contracts.

· Managing collective redundancy resulting from reorganisation:

–
retirement on old-age pension,

–
early retirement,

–
advanced retirement (on reduced old-age pension),

–
the company’s own advanced retirement scheme,

–
employment in different form (e.g., telework),

–
termination of employment by mutual consent,

–
dismissal.

· Wage agreement for the duration of START 2.

Researchers’ summary

As we see it, in Hungary the legal framework for informing and consulting employees has been put in place, but it is used to benefit employees to a varying extent in the different sectors. In this respect the two sectors where we conducted the interviews (catering and tourism and chemical, energy and gas industries) serve as good examples of exercising information and consultation rights at sectoral level. 

In the course of our study we met officials of the Trade Union of Hotel, Catering and Tourism (VISZ) who told us about the strong social partnership that is recognised by decision-makers who request the social partners’ proposals and often accept them. Thanks to joint action and intense lobbying, the social partners are capable of influencing legislation relating to catering and tourism. They carry out joint studies which the competent government organs use as background materials. The sectoral union is participating in the preparation of legislative acts pertaining to the sector to represent and safeguard employees’ interests. In our view, the sector’s extended collective agreement may serve as a good example for other trade unions. 

The same can be said about chemical industry, which is another sector having an extended sectoral collective agreement concluded for an indefinite period of time. There existed cooperation between the social partners at sectoral level already before 2000, and they were among the first to set up Subsectoral Dialogue Committees. The Collective Agreement of Chemical Industry may serve as a model for other SDCs, as the social partners, beyond information and consultation rights, laid down in it all the objectives they wish to attain by joint efforts.

Both trade unions provide regular training for their elected officials and activists on the basis of yearly training plans. As it is not yet typical of sectoral trade unions in Hungary to provide training for women and youth, it may be worth mentioning that both VISZ and VDSZ organise training specifically targeted at women and young people to enable them to adjust to labour market changes, to meet the needs of lifelong learning and reconciliation of family and work. 

Both unions have their own websites providing regular information on new legislation affecting the employees in their sector as well as about timely issues of trade union activities. They also have a publication each, which is sent to each member.

Both unions face great challenges in their work. As a consequence of take-overs and outsourcing, the number of persons employed in the sector, and thus also trade union membership is on the decrease. New employers (new owners or newly established companies) try to hinder trade union activities or prevent employees from forming a union, and in the area of catering there is an additional difficulty: a great proportion of the workforce in the industry is unorganised, as they are individual entrepreneurs or employed by micro businesses.  

 General evaluation regarding information and consultation rights:

When conducting the interviews, we talked to a great many trade union officials and works council members. In general we can say that employees are not aware of their rights, and when they happen to know them, they are afraid to assert them. Restructuring, mergers, take-overs and outsourcing have a strong impact on jobs, redundancy as a consequence has become chronic, so employees keep their mouths shut rather than actually exercise their rights. Trade unions have been successful only where they had the majority of the workers in their ranks and proved to be a tough partner in the course of collective bargaining. 

From the interviews we have drawn the following conclusions in respect of exercising information and consultation rights at company level:

Strengths

· the function of trade unions at the workplace is not confined to collective bargaining; in case of need they provide protection and representation in the event of individual grievances;

· trade union presence is sort of guarantee for the quality of working conditions;

· where organisation level is high, the collective agreement remains in force even when there is a change of owner;

· the social partners guarantee industrial peace at company level by regulating labour relations and work schedule in an appropriate manner;

· where the parent company of a multinational corporation has brought along its corporate culture or that of labour relations in the country where it has its headquarters, the quality of social dialogue at company level may be better, too. 

Weaknesses 

In our view, the greatest weakness is the fact that trade union officials themselves fail to exercise these rights. In Hungary a far greater emphasis should be placed on ‘teaching’ these rights and how to exercise them in practice. With this in view, we have found the following weaknesses:

· the scope of collective bargaining is relatively narrow and shrinking year by year;

· the formal provisions of a collective agreement give plenty of rope to the local management in decision-making and individual bargaining, which they do not hesitate to turn to their advantage;

· a collective agreement does not contain provisions pertaining to a wage scale within the company, wages are agreed yearly in a separate agreement; 

· trade union officials have not been prepared for information and consultation rights;

· the absence of an adequate expert apparatus is a hindrance in meeting tasks of interest representation;

· major decisions cannot be really influenced at company level;

· there is no lawful  possibility of job retention; 

· there is no defence against outsourcing;

· the rights laid down in the Labour Code can be enforced only by hard struggle;

· as a consequence of take-overs and outsourcing, the number of the employed and that of trade union members is decreasing.

As regards the criteria for the identification of a Good Practice, on the basis of our findings we have summed up in the following what we think a good example and applicable in other sectors in Hungary, or even in other countries.

Strategic dimension

Here we list only the elements having strategic relevance from the angle of exercising information and consultation rights.

· the introduction of the concept of sectoral interest conciliation and the establishment of its institutional framework as a precondition of employers’ and employees sectoral interest-representation organisations holding bilateral social dialogue on various issues of sectoral importance in the areas of industrial relations and employment;

· the conditions of concluding a collective agreement and those of its  extension to cover the entire sector are laid down in a separate law;

· the possibility of concluding a collective agreement that can be extended is ensured even in the case when employers’ organisations fail to meet the requirements of being entitled to enter into a sectoral collective agreement but the employers on the SDC employ at least 80% of the workforce in the given sector; 

· strengthening the influence of national social dialogue on political decision-making through entitling the national interest conciliation body to exercise  functions of executive power including the right of co-decision on certain legislative acts.  

Internal quality

Regarding the internal quality of a collective action, on the basis of the interviews we have decided to recommend the following for consideration:

· carrying out joint studies on issues of employment at national, sectoral and company levels,

· collective agreements at national, sectoral and company levels on employment-specific issues, such as vocational training or lifelong learning;

· strengthening in practice the right of information concerning employment;

· as regards the right of consultation, setting up parity-based committees on permanent or temporary basis.

Reproducibility and transferability

Among the practices we have learned about, we see the following ones as suitable for adoption by trade unions in other sectors in Hungary or in other in other countries. We recommend that in the event of reorganisation, collective redundancy, etc. the social partners agree, either in an amendment to the valid collective agreement or separately, on the following points:

In the event of collective redundancy:

· setting up a parity-based committee at company level for the time while layoffs are carried out;

· providing individual advice for employees leaving the company with the involvement of external institutions and experts (counselling, legal advice, job-seeking services);

· The company pays the amount of the advanced pension into the Social Security Pension Insurance during the period remaining until retirement age. It is also possible to pay a part of the compensation due as a lump sum and the rest in monthly instalments into the company’s Voluntary Pension Fund in the name of the employee concerned. 

· Employees planning to start their own business or ‘freelancing’ are entitled to severance pay, termination of employment by mutual consent and exemption from work for half of the notice period.

· Preference to be given by the company to enterprises launched by its former employees provided that they meet its requirements in respect of price and quality.

· Provision of assistance in the procedures of launching a business, e.g. with drawing up a scheme of operations, estimates, etc.

· On request, the company grants a mortgage loan with a fixed ceiling for a term of three years, free of interest and payable in monthly instalments. Repayment will commence four months from the date of signing the contract.

· Employees intending to find employment at another employer are entitled to termination of employment by mutual consent, severance pay and exemption from work for half of the notice period. 

· Setting up a Company Job-seeking Service.

· Employees voluntarily leaving are entitled to termination of employment by mutual consent, severance pay and supplementary compensation. 

· Opportunity for retraining provided by the company. 

· Employees leaving the company may not be replaced. 

In the event of reorganisation:

· monitoring intra-group changes of staff numbers;

· in a case of outsourcing, when change of employer is executed by legal succession, recognition of the continuity of the employee’s employment relationship;

· starting negotiations on the collective agreements and social welfare plans at new companies resulting from outsourcing within three months from  their establishment;

· transferring employees to the new enterprises; in tendering for jobs preference is to be given to “inside” employees;

· supporting training/retraining of redundant employees, individual solutions;

· recommendations for managing collective redundancy resulting from reorganisation:

· retirement on old-age pension,

· early retirement,

· advanced retirement / reduced old-age pension,

· advanced retirement scheme of the company,

· another form of employment (e.g., telework),

· termination of employment by mutual consent;

· opportunities for training/retraining.

List of the interviewees 

Chemical, pharmaceutical, gas, rubber, aluminium sectors

György Paszternák, president of Federation of Hungarian Chemical, Energy and General Workers’ Unions

and company case studies

Chinoin Zrt. 

István Lajosházi, secretary of the trade union and member of EWC

TIGÁZ Zrt




Balláné, Mária Daku, secretary of the trade union

Gyula Varga, president of Workers Councils and member of EWC

DDGÁZ Zrt. 

Andrásné Szegedi -secretary of the trade union and member of EWC
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� On the basis of the Report of the Central Statistical Office/HCSO 2005
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� Danger! Depreciation of labour! (the author’s remark)


� The trade union nominated persons widely known within the company so that they could conduct intimate talks with their leaving colleagues and help them more effectively. 


� The contents of the agreement were still non-public at the time of our research


� brief summary of the Employment Agreement signed by the social partners on 29 June 2005
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