
average growth of labour productivity in the national economy plus the tar-
get rate of inflation for the Eurozone as a whole. In the case of actual in-
flation rates being below the target, such a wage norm would also raise
the labour income share during the adjustment process. In the long run,
implementing such a wage norm in each of the member states would con-
tribute to equal inflation rates across the Eurozone, and it would prevent
mercantilist strategies of individual countries based on nominal wage mod-
eration.

In order to contribute to the rebalancing of the current accounts within the
Eurozone at high levels of economic activity by means of re-adjusting rela-
tive price competitiveness, wage policies for an intermediate period of time
would have to deviate from the norm outlined above. Nominal wage growth
in current account surplus countries would have to exceed the norm,
whereas nominal wage growth in current account deficit countries would
have to fall short of this norm, however, without triggering deflation in these
countries.

To achieve the nominal wage growth targets, a high degree of wage bar-
gaining co-ordination at the macroeconomic level, and organised labour
markets with strong trade unions and employer associations seem to be
necessary conditions. Government involvement in wage bargaining may
be required, too. In particular, Eurozone-wide minimum wage legislation
could be helpful for nominal stabilisation at the macroeconomic level, apart
from its usefulness in terms of containing wage inequality. The European
Trade Union Confederation has recommended setting the minimum wage
at a level of at least 50 per cent of the average wage or 60 per cent of the
median wage in the respective member countries.23 This legal minimum
wage would then have to rise according to the rules explained above. Fur-
thermore, legal extensions of wage bargaining agreements, as well as
public sector bargaining setting the pattern for private sectors, could be
helpful for effective wage bargaining coordination.

Although wage bargaining coordination across the Eurozone will have
some merits in terms of reducing inequality within member countries, pre-
venting further downward pressures on labour income shares exerted by
competitive wage policies and beggar-thy-neighbour strategies, and in
terms of harmonising inflation rates in the Eurozone, there will be only lim-
ited effects on current account imbalances within the Eurozone. As has
been reviewed in Hein/Detzer (2015a, 2015b), several empirical studies
based on different models and methods have found that the current ac-
count imbalances within the Eurozone have mainly been driven by non-
price competitiveness and growth differences, and only to a lesser degree
by diverging price competitiveness. This implies that the major burden for
internally rebalancing the Eurozone should fall on fiscal policies in the
short run, stimulating domestic demand in current account surplus coun-
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