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1. Methodological preface

In preparation for the report, the author completed extensive desk research
and conducted six interviews with two representatives of trade unions and
one each with the following: an employers’ association; a government repre-
sentative; a scientist; and an expert. These interviews were conducted with
individuals who were well informed on the mentioned topic and had experi-
ence with the situation and problems of collective negotiation in Croatia.

2. General characteristics of the labour market
and industrial relations system

2.1. Labour market performance

In 2021, 6.8% of the employees in Croatia were active in the agricultural sec
tor, 28.8% in industry and 64.4% in the service sector. In 2020, according to
the structure of enterprises, 92.1% were micro which employed 31.5% of all
employees. Small enterprises accounted for 6.6% and employed 20.9% of em-
ployees, while 1.0% of enterprises were medium-sized and employed 17.1%
of employees. The share of large enterprises was very low, only 0.2%, but
they employed 30.5% of all employees (Croatian Bureau of Statistics, 2022a).
In 2021, the share of fixed-term employment contracts was 11.8% in the age
group from 15 to 64, which is just below the EU average of 12.1%. However, by
the end of September 2022, Croatia slightly exceeded the EU average (14.6%
VS. 13.9%).

Thecurrentlabourmarketsituationisstable,with positivetrendsinincreasing
activity and employmentrates,and asignificant decrease in unemployment.
In 2022, the labour force participation rate for the total population aged 15
to 64 years was 70.4%, while the employment and unemployment rates were
65.6% and 6.8%, respectively. The participation and employment rates were
higher for men (74.5% and 70.0%) than for women (66.3% and 61.2%), whereas
the unemployment rate was higher for women (7.6%) than for men (6.1%)
(Croatian Bureau of Statistics, 2022b).

Themostimportantchallengeisaseriouslackoflabourforce, particularly for

construction, tourism and hospitality, and transport. There are several rea-
sons for the above. First,demographic trends play arole, as due to the lower
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numberof new-borns at the end of the last century and the beginning of this
century, fewer people have entered the labour force (population aged 15-64)
than have left it. Furthermore, as a result of Croatian membership in the EU,
asignificantnumberofitscitizensleftthecountryfortemporaryorpermanent
employment abroad. It is commonly stated that around 400,000 people left,
whichisalargenumberforCroatiawhichhasapopulationofarounds.zmillion.

Finally, jobs in the mentioned sectors are mostly difficult and tiring: in
construction, working at heights, in noise, cold in the winter and high tem-
peratures in the summer; in catering and tourism, jobs are often seasonal
and/or over weekends as well as physically demanding; while in transport,
jobs can be dangerous and stressful, especially for professional drivers.
The causes of such a situation are systemic —the lack of a labour force has
existed foralongtime—soitcanbeexpected that thischallenge will also be
presentin the future.

In Croatia, there is a strong growth in the number of self-employed, who
are mostly not trade union members and generally do not participate in
collective agreements. Platform work constitutes a separate challenge
sinceitcould be performed via different kinds of contracts: an employment
contract (according to the Labour Act), self-employment, or a service con-
tract. While work with an employment contract falls within the category of
dependent work and enjoys the protection of labour legislation, the work of
those self-employed or on a service contract represents independent work
regulated only by civil and commercial law provisions. The number of per-
sonsworking on a platform has beenincreasing, and theamendments to the
Labour Act (OG 151/22) regulate such forms of work. In 2021, the Trade Union
of Digital Platform Workers (Sindikat radnika digitalnih platformi— SDRP),
was established and it has been affiliated with the Union of the Autonomous
Trade Unions of Croatia (Savezu samostalnih sindikata Hrvatske — SSSH).
Unfortunately, due to inactivity, the SRDP union was closed.

Discrimination is relatively rarely reported in the labour market, based on
age, gender, nationality, or sexual orientation, but without doubt, it exists.
The share of civil law contracts in the labour market is very low and it does
not present a serious problem. It is hard to estimate exactly if there is a risk
of wage dumping by migrant workers, but probably this is not a significant
problem because migrants mostly work in a segment of the labour market
where jobs are not particularly attractive for the domicile population. Until
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now there has beenno classicwage dumping, but the uncontrolled import of
foreign workers, at least in some sectors and jobs, can slow down the wage
increase. Croatia recorded dramatic changes with a huge increase of many
foreign workers in only a few years, which is probably unprecedented in any
other European country in such a short period. However, without migrants,
the Croatian economy would have serious problems.

2.2.Industrial relations at a glance

The currentindustrial relations system as a whole—the role of trade unions
and employers’ organisations —is generally efficient enough, but it could be
improved. To achieve this, there is a need to increase social partners’ capac
ity, particularly theirmutual respectand trust. There have been nosignificant
changesin collective bargaining patterns and practices in the last 10 years.

Table 1. Trade union density in Croatia according to the type of company and ownership

in % in 2015.
Sector Trade union density in %
Private companies 12
large companies (250 workers and more) 30
medium-sized (10-250 workers) 15
SME (fewer than 10 workers) <10
Public companies 53
public services and state administration 46

Source: Bagi¢ (2016).

In Croatia, as there is no unique model of collective bargaining, it is difficult
to describe its main characteristics. Sectoral collective bargaining in the
private sector is quite underdeveloped. Across different economic sectors,
collective bargaining covered all employees in construction, accommoda-
tionand food service activities, the wood and paperindustry,and commerce.
This was due to the Minister of Labour’s decision to extend sectoral collec
tiveagreements to all companiesand employers. However, the coverage was
significantly lowerinadministrative and supportservice activities and other
service activities, standing at only 2.8%. The manufacturing industry, which
employs around one-fifth of those employed in the private sector, had cover-
ageofabout25.2%,whilethe coverageinwholesaleandretail trade was 9.6%.
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Regarding the right to strike, Article 61 of the Constitution of the Republic of
Croatia guarantees the right to strike with some restrictions as follows: ‘The
right to strike shall be guaranteed. Theright to strike may be restricted in the
armed forces, the police, the civil service, and public services as specified by
law.’Applicableregulationsonstrikesare foundinArticle 205(1) of the Labour
Act(0G93/14,127/17,98/19,151/22,46/23,64/23), which stipulates that: ‘Trade
unions shall have the right to call and undertake a strike in order to protect
and promote the economic and social interests of their members or due to
the non-payment of remuneration or compensation, or a part thereof, if they
have not been paid by their maturity date’

Strikes are not very common, and there are no statistics on their duration
and the number of workers involved. The number of strikes is stable atarela-
tively low level, but in recent times there has been an increasing number of
conciliations and announcements of strikes.

2.3. Collective labour agreements

Freedom of Association and the Right to Organise are stipulated by the
Constitution of the Republic of Croatia (Articles 43 and 60), as well as by the
LabourAct. Employers can, without any restriction, form and join an employ-
ers’ association. Associations may establish federations or other forms of
association to represent their interests at a higher level. According to the
Act on Representativeness of Employers’ Associations and Trade Unions (OG
93/14,26/15), the threshold for a trade union to participate in negotiations in
collective bargaining is 20% of trade union members in a company, while for
signing a collective agreement the threshold is 50% of representative trade
union members. Slightly different specific rules of representativeness apply
to publicand civil service.

According to the same act on representativeness, higher-level repre-
sentative trade union organisations that participate in tripartite bodies
at a national level must cumulatively fulfil several requirements. These
include, firstly, prior to demanding recognition of a representative posi-
tion, an organisation must be registered as a higher-level trade union
organisation for at least six months. Second, its member trade unions must
represent at least 50,000 unionised employees. Third, a higher-level trade
union needs to have at least five trade unions as members and be active
in diverse economic sectors determined by the National Classification of
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Activities. Fourth, a higher-level representative trade union organisation or
itsaffiliate unions must have regional officesin atleast four counties (there
are 21 counties altogether in Croatia). Fifth, it must have the adequate
material conditions necessary to perform its activities, as well as employ
atleast five employees with full-time employment contracts, concluded for
an indefinite duration.

There are three representative trade union confederations in Croatia: The
Union of Autonomous Trade Unions (UATUC) (Savez samostalnih sindikata
Hrvatske — SSSH); the Independent Trade Unions of Croatia— ITUC(Nezavisni
hrvatski sindikati— NHS), and Matica—the Association of Croatian Trade
Unions (Matica hrvatskih sindikata -Matica).

Only trade unions can negotiate collective agreements on the workers’ side
and management or employer associations on the employers’ side in the
private sector, or the government at various levels for the public sector. After
signing, collective agreements at the national level are registered at the
Ministry of Labour, Pension System, Family and Social Policy, or for collective
agreements at a local and regional level, at the respective body of the local
and regional government. There is no public statistical data on collective
bargaining agreements. Relatively rarely are collective agreements available
in the public domain, such as on websites of companies, organisations, or
governmental agencies, but for the public sector, they are often published
in the national Official Gazette or similar publications of local and regional
governments. The Union of Autonomous Trade Unions has a webpage with
around 220 collective agreements of the affiliated trade unions. This web-
pageisavailable on demand to trade union members.

The Act on Representativeness (OG 93/14, 26/15) defines that a representa-
tive employers’ organisation or association for participation in tripartite
bodies at a national level has to be included in the register of higher-level
employers’ associations for at least six months; it must unite at least 3,000
employers or have affiliated employers that employ at least 100,000 workers;
it must gather at least five employers’ associations active in various sectors;
have regional offices in at least four counties; have proper premises and
other necessary conditions; and employ at least five full-time employees
with permanent employment contracts. Since 1993, there has been only one
employers’ association called the Croatian Employers’ Association — CEA
(Hrvatska udruga poslodavaca—HUP), which affiliates sectoral and interest
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employers’ organisations. The CEA has 30 branch associations with slightly
more than 4,000 members which employ around 300,000 workers, which
is around 25% of the total employment in the private sector. However, the
number of CEA members and membership density have decreased over the
pasttenyears.

At the last meeting of the Working Group for the Development of the Action
Plan for the Promotion of Collective Bargaining, representatives of the
Ministry of Labour, Pension, Family and Social Policy expressed their idea
of making collective agreements public. However, representatives of the
Croatian Employers’ Association expressed their opposition. One can assess
that the idea and intention exist, but it will depend on which direction it
develops further. There are no peoplein the labour market who are excluded
from theright to collective bargaining.

2.4.0pinions on the state of collective bargaining

There are various, even opposite, opinions of key stakeholders: trade unions,
employers organisations, and public authorities on the state of collective
bargaining and its current/potential role in achieving socio-economic
objectives (economic growth, modernising the economy, improving the qual-
ity of employment, twin transition, workforce upskilling, etc). Trade unions
complain about the lack of interest in collective bargaining among employ-
ers (and especially the Croatian Employers’ Associations), while employers
argue that the legal regulation is too rigid and therefore not supportive of
collective negotiation.

3. Collective bargaining dynamics in recent years

In Croatia, there have been no significant changes in collective bargaining
dynamics in recent years. Collective bargaining in Croatia has been and still
ismostly decentralisedin the private sectorand comparatively centralisedin
the public sector. Itis possible to collectively negotiate on every level —that
is,on the conclusion of the collective agreement that will apply toemployees
of a single employer, several employers or an employers’ association. Bagic
(2022) estimates that there were 580 valid collective agreements in Croatia
at the end of 2021, which regulated the rights of about 670,000 employees.
Therefore, the number of valid collective agreements is almost the same as
itwasin 2014 (570).
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4. State of play after the adoption of the directive

4.1. Discussions and legal preparations

All three trade union confederationsin Croatia believed that the EU Directive
on the Adequate Minimum Wage (AMW) was the right way to achieve real
change: preventtheexploitation of workersandensure thatall workersavoid
poverty. However, they also deem that the mentioned directive needs to be
further strengthened to fulfil its intention, which is to ensure fair working
conditions, support collective bargaining, and reduce the gender pay gap.

The Government of the Republic of Croatia (Vlada Republike Hrvatske, 2024)
in its 277" session held in January 2024, adopted its Programme of the
Government of the Republic of Croatia for the takeover and implementa-
tion of the acquis of the European Union for the year 2024. The programme
defines the obligation of the government to adjust the Minimal Wage Act to
the stipulation of Directive (EU) 2022/2041 of the European Parliament and of
the Council of 19 October 2022 on Adequate Minimum Wages in the European
Union. Planned work on the acceptance of the directive goes in two direc
tions. The first includes minor changes to the Minimum Wage Act, primarily
related to the abolition of the provision allowing a lower wage than the le-
gally determined amount. The second, more demandingactivity, includes the
proposal of the Action Plan for the Implementation of the Directive, related
to the increase in the coverage of collective bargaining. Such a plan should
be completed by the end of 2025. According to some conclusions of the ex-
pert team dealing with the issue, it would be useful if, in public procurement
tenders, additional points were given to competitors who have signed collec-
tive agreements. Furthermore, it is suggested there is a need to strengthen
the analytical capacity of social partners and improve the monitoring and
reporting of productivity and wage trends in Croatia.

4.2.Any trade union’ activity dedicated to promoting/

familiarising the audience with the directive

Intheinterviewsrelated tothisreport, representatives fromtrade union con-
federations stressed that unions in Croatia are fully aware of theimportance
of the AMW Directive. Its primary goal is to create a framework to improve
the adequacy of statutory minimum wages and enhance the effective access
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of workers to minimum wage protection, but also to support collective
bargaining in the EU Member States. The directive supports effective collec
tive bargaining on wages and stresses its importance, which is a particular
problem in Croatia because there is a large share of collective agreements
without provisions on wages or with only partial wage stipulation.

The trade unions hope that the directive will contribute to collective
bargaining in Croatia and strengthen collective agreements, particularly
keeping in mind that there are also some foreign companies, for example,
in telecommunications, which are active in Croatia and are not willing to
begin collective bargaining (although in their domicile countries, they are
well-known for such activities and as signatories of collective agreements).
Finally, trade unions would also like to reiterate that strong and inclusive
collective bargaining systems have an important role in ensuring adequate
minimum wage protection as well as contributing to macroeconomic stabil-
ity, social cohesion, and the rule of law. Even though the directive states that
‘minimum wage protection provided forin collective agreements in low-paid
occupations is adequate and therefore provides a decent standard of living
in most cases and has proven to be an effective means by which to reduce
in-work poverty,” thisis not the case in practice.

5. Action plan

As is well known, the AMW Directive has two objectives: the fair setting of
minimum wages and the development of collective agreements. With regard
to the former, the representative of the Union of Autonomous Trade Unions
of Croatia believes that there is no need for any additional transposition
because the Minimum Wage Act already meets all the requirements of the
directive. Therefore, Trade Union Confederations expect the primary effect
of the obligation to create an action plan to promote collective bargaining.
Furthermore, after a discussion at the National Economic-Social Council,
a working group was established, which started working with one meeting
held in June 2023 and another in March 2024. Social partners submitted their
initiative ideas to the Ministry of Labour, Pension, Family, and Social Policy.
The next meeting was held in April 2024, and social partners were obliged
to deliver their opinions and proposals to the ministry. In their opinions,
the social partners, especially the trade union confederations, support the
aforementioned directive and emphasise its importance in strengthening
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collective bargaining. However, they stressed that for the effective imple-
mentation of the directive, thereisaneed toincrease the analytical capacity
and negotiation skills of social partners, as well as their mutual trust and
willingness to negotiate, which are all currently suboptimal and should be
improved. Unfortunately, since then, there have been no further activities on
thisissue by the ministry.

Summary and conclusions

The above-presented discussions show that the collective bargaining system
onwagesinCroatianeedstobeboosted. Theopinionof Croatian trade unions
is that the Directive on Adequate Minimum Wages in the EU, aimed to estab-
lish aframework ensuring fairand decent wages for workers across member
states, can support boosting the collective bargaining system. Additionally,
the directive seeks to reinforce collective bargaining systems and ensure
effective enforcement mechanisms. Ultimately, the directive reflects the
EU’s commitment to fostering inclusive and sustainable economies, where
all workers receive fair compensation for their labour, regardless of their
geographical location or occupation while having access to an environment
for improving wage bargaining. Such stipulations are of crucial importance
for Croatia in its further economic and social development, yet there needs
to be more attention from domestic politicians.
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