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Foreword

This paper is part of a series of studies fundedth®y European Commission in the
framework of a project of the International Labdirganization (ILO) on “Promoting a
balanced and inclusive recovery from the crisisEmrope through sound industrial
relations and social dialogue”. The project fallsder a recent partnership agreement
between the ILO and the European Commission, whiots to study the impact of the
crisis and crisis-response policies on nationapattite social dialogue, collective
bargaining and labour law in the Member StatehefltO and the European Union (EU),
and the role of social dialogue actors and instifigt in this context. The project builds on
ILO research initiated since 2008 on best practicgbhe area of crisis responses, and the
Global Jobs Pact adopted by the International LeBaunference in June 2009.

This study on Spain by Oscar Molina and Fausto Eliéu (Autonomous University
of Barcelona, Spain) shows that social dialoguéaééng challenges and tensions in the
context of austerity policies and institutionalaehs. During the two decades preceding
the crisis, social dialogue in Spain played a funeiatal role and was a distinctive trait of
industrial relations. As a result of the financeald debt crisis, Spain has witnessed an
unprecedented period of reforms and economic ad@rdt In this context, social dialogue
as a tool for socio-economic governance has beestigned for both its legitimacy and
effectiveness. The crisis has put the Governmedtsacial partners under great pressure
to introduce reforms in a short period of time amtler a rapidly worsening socio-
economic context. To a certain degree, the exogepoessure to implement reforms and
austerity has reduced the space for the Governioeséek consensus — a phenomenon
observed in many other countries of the EuropeaiorJander the pressure of financial
crisis and austerity to varying degrees. While ¢éhlg®blems are mostly related to tripartite
social dialogue, bipartite social dialogue has ptbto be more resilient and has continued
delivering important agreements.

An earlier version of the paper was presented atdhted at the ILO-EU research
workshop on “The governance of policy reforms inrdpe: Social dialogue actors and
institutions in times of economic downturn and ecst” (28-29 May 2012, Geneva,
Switzerland).

The responsibility for opinions expressed in thegpgr rests solely with its authors,
and its publication does not constitute an endoesgrhy the Governance and Tripartism
Department of the International Labour Office, loe European Commission.

Moussa Oumarou
Director,
Governance and Tripartism
Department
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Introduction

The economic and sovereign debt crises are havpaytacularly strong impact on Spain
and its economy and labour market in comparisorh vather EU countries. This
asymmetrical situation is the result of the strraitweaknesses and imbalances of the
Spanish economy and the construction-based groattierp it has followed in the years
preceding the economic crisis (Godino and Molind12Recio 2011). In an effort to cope
with the economic and labour market crisis, Spaig tindergone an unprecedented period
of reforms, particularly from early 2010 onwardstMnly have there been many changes
in labour market regulation, employment policy andustrial relations (six in a two-year
period), but in many aspects these have impliedwathaul of the existing institutional
edifice. The sovereign debt crisis has been atoeaing point in the reform process as it
has put the Government and social partners undergspressure to introduce reforms in a
short period and under a rapidly worsening socimemic context. However, despite the
resulting significant changes in existing labourked institutions, the economy is still in
recession, unemployment is increasing and most hef structural socio-economic
imbalances remain or have worsened (Fishman 2012).

It is argued that the internal devaluation strateggosed as a consequence of the
country’s EU membership and its associated augtpoticies are affecting the role of
social partners and will have a long-lasting impawstthe institutional social dialogue
pillars and dominant forms of coordination in tre®omy. The debt crisis has led to the
implementation of austerity packages aiming to cedaublic deficits and the debt burden.
Moreover, a constitutional reform has establishegiang on fiscal deficit and has made
fiscal austerity and debt repayment a prioritylia Government’s fiscal policy. However,
little attention has been paid to the correctiorthaf structural imbalances of the Spanish
economy. Fiscal adjustment has been based on sgeadls, though more recently there
has also been an increase in both direct and oidiexation. As a consequence of the
process of fiscal consolidation, some public s&widike health and education have
experienced a significant drop in budget resouraesncrease in private management and
delivery, and a move away from universal coverage.

But the consequences of austerity policies go égohd the economic realm. They
are also affecting democratic governance and byliéatpon social dialogue. Tripartite
social dialogue has been under stress and hasctteldeen abandoned in recent months
while bipartite social dialogue has continued d&iivg important agreements. The
perceived reasons for the abandonment of tripastitéal dialogue are multifarious as the
interviews (conducted for the purpose of this pppath social partners and Government
members have made clear. On the one hand, theoposit social partners as political
actors has been put into question by part of thmuladion and social movements like the
15-M or indignados (the outraged). The main reason for this criticikas been their
inability to reach agreements in the period 2008@2®n the reform of collective
bargaining or the labour market; there is a wideagrperception that social dialogue has
failed to deliver timely results at a delicate jture for the country. At the same time, the
imposition of reforms by supranational authorittess reduced the legitimating role of
social dialogue for the Government.

In addition to reasons closely connected with tb@nemic context, the interviews
have raised other possible explanations. Firstlptree fiscal constraints have limited the
opportunities for engaging in mutually profitablerrhs of political exchange, hence
narrowing the field for tripartite agreements irc@ntext of weak institutionalization of
social dialogue. Moreover, the trade unions haigedathe ideology of the governing party
as an important factor in the establishment ofdsefor tripartite social dialogue and
especially its abandonment since the early month20d2. The characteristics and
leadership of the peak organizations have also ldemtified as a determinant of the




evolution and outcomes of social dialogue, andartigular the difficulties it experienced

in the 2009-2010 period. Finally, a recurrent argamin the case of Spain is the weak
organizational coordination between trade uniond employer organizations, which is

incompatible with stable tripartism as it hindere effectiveness of pacts.

It is nonetheless important to highlight the existe of some significant agreements.
These include the two Inter-Confederal Agreements Eomployment and Collective
Bargaining signed in 2009 (AENC-I) and 2012 (AENY-&s well as the 2011 Tripartite
Social and Economic Agreement.

However, social dialogue has failed to deliver feaehing consensus on labour
market reform and collective bargaining. More rdlgenripartite social dialogue has been
definitely abandoned. Thus recent developments seermpoint towards a qualitative
change. Labour market reforms have historicallynbgeceded by negotiations and only
when these failed could the Government opt for legg on the issues concerned. In
contrast social dialogue has been absent from réféirdy of the most recent 2012 labour
market reform proposal.

The Spanish labour market has been more volatdm thny other EU market.
Unemployment has risen faster, confirming a pattmilar to the one exhibited in the
crises of the early 1990s. Even though there wasngensus among the relevant actors
that labour market developments have not been mssgoto changes in labour market
regulations, the emphasis of most labour marketrmes has been placed on changing legal
aspects. An analysis of the discourse and percepfioelevant actors shows that all of
them considered it impossible to create employroeder the current context but, as will
be seen below, they proposed different remediesv@awhanisms to halt the rapid process
of job destruction.

One of the principles orienting these reforms hesnbthe reduction of the duality
between temporary/fixed-term and open-ended cdstradowever, the approach and
content of the reforms varied significantly in theriod under consideration. In the first
stage, reforms aimed at enhancing active laboukehaolicies’ improving internal and
functional flexibility’ while introducing minor changes in dismissal regjon. This was
the approach followed in the 2010 and 2011 refomimse objective was to maintain the
underlying equilibrium in labour market regulatibiowever, the 2012 reform made a
Copernican shift in the orientation of labour markeforms as it focused on firing and
dismissal costs.

The reforms during the current economic crisis amsmlified collective bargaining
rules and structures. In addition to guaranteeiagevmoderation, the modifications aimed
at achieving a better link between real wages anduygtivity, both over time and across
sectors or regions. This led to changes in thetsire of collective bargaining, paving the
way for a decentralized system based on the extendiopting-out clauses for companies.
The management of the system is carried out frolombd.e. by the company, instead of
from above, i.e. through sectoral agreements. TOE 2eform enhanced the unilateral
regulatory capacity of the employer.

1 According to Crouch (1993: 54-55), an articulatethanization is one in which strong relations of
interdependence bind different vertical levels stitit the actions of the centre are frequently ipetdd on
securing the consent of lower levels, and the artmus action of lower levels is bound by rules eliedation,
with the scope for discretion ultimately controlleg successively higher levels.

2 Active labour market policies are those aimed elping unemployed people back to work including job
placement services, benefits administration, abhdda market programmes such as training and jodtiore (see
http://www.oecd.org/els/emp/activelabourmarketgeandactivationstrategies.htm).

% Internal numerical flexibility has to do with thegal and contractual framework to adjust workirauts. It
accordingly includes working shifts, weekends, aadable or irregular hours. Functional flexibility captured
by the possibility to employ workers in differenbjs.

* Interview with representative of the Ministry o&ihour and Immigration.




The reforms also introduced procedural changeshén regulation of collective
bargaining in order to facilitate and speed up rér@ewal of existing agreements. These
included changes in collective dispute resoluti@cthanisms. Although the social partners
have defended their autonomy in regard to the mefof collective bargaining, the
Government passed some measures without waitingpéoagreement of trade unions and
employers. In some cases, the reforms led bothreg@ssion of collective rights and to
the undermining of the autonomy of the social actor

This paper is organized in three sections. Sectioprovides the economic,
institutional and political context in which austgmeasures have been implemented and
gives particular attention to the structural imibakes that have characterized the Spanish
economy. Section |l analyses the development ofakadtalogue in austerity times and
emphasizes the processes involved in the negatiatfolabour market and collective
bargaining reforms. Section Il discusses the impdadjustment policies on the labour
market, industrial relations and social dialoguect®n IV provides some concluding
remarks and proposals on possible ways to re\étalipartite social dialogue.

1. Economic and political context

The sovereign debt crisis is having a deeper andelelasting impact in Spain than in
other European countries owing to the confluenceeseral causes. First, Spain shares
with the other southern European economies a lahstagnant productivity that is related
to its production structure and pattern of econospecialization (Mas et al. 2012).
Second, it shared with Ireland a housing bubbldifeato an unprecedented development
of the construction sector and a rapid increaseprimate indebtedness (Lépez and
Rodriguez 2011). Finally, the quasi-federal stateicture based on Comunidades
Auténomas (Autonomous Communities or regions, ofciSpain has 17, each with its
own government) has led to the growth of overlagpnstitutions and competences and
increasing public expenditure managed at the reditavel. This unique problem load
differentiates Spain from the other European caesimost affected by the debt crisis and
it must be taken into consideration when interpgeteconomic and labour market
developments in the country.

Before the financial and debt crises, some comnenstadescribed Spain as a
success story because of its employment creaticorde an increasing gross domestic
product (GDP) per capita and low unemployntertiowever, after four years of
unprecedented job destruction, Spain’'s economy sdenbe moving closer to a new
recession (OECD 2010, European Commission 2011&mpioyment is still increasing
and had already reached five million people by RO¥E?, equivalent to almost 25 per cent
of the active population. Most analysts agree #dt3 will also register negative growth
and worsening labour market conditions (Europeami@ission 2012). GDP per capita
has fallen to 2002 levels, and inequalities havewgr alarmingly, challenging social
cohesion in a context of declining coverage of upleyment benefits and social spending
cuts. Spain lost an opportunity in the pre-criggaing to overcome some of the historical
problems that made the country lag behind its rmgts. It is likely to face enormous
difficulties to recover a growth path and catchaigh continental and northern Europe.

1.1 The structural determinants of the economic
crisis in Spain

In the early months of 2008 it was difficult to igiae that the crisis would be so deep and
enduring. Even though the first symptoms of ecowoméceleration were already

> See for example http://www.bloomberg.com/apps/f@its=-newsarchive&sid=a99i9z4IMUns.




noticeable, the general feeling was that the Spagmi®nomy was in a strong position to
face deterioration in the international economy teter its origin and intensify.

As has been already mentioned, an overemphasifeoextogenous and financial
character of the crisis contributed to the shiftatiention away from the structural
domestic problems of the Spanish economy (Fishn@dr2)2 Despite the fact that some
voices had raised an alarm about the weaknessaegawth model based on bricks and
mortar (OECD 2007), the economic policy since thd-®90s did not correct the path
taken by the economy. The Socialist Governmenttedem 2008 argued first that there
was no crisis and then blamed external factorsit®rinception and intensity. The
economic policy paralysis that characterized itygaonths was rooted in a belief that the
economy was well prepared for a temporary shock htle action was needed
accordingly.

In the early stages of the crisis increases in yh@yment were to a large extent
driven by a severe contraction of the construcgentor (CES 2009). However, as job
destruction spread to most sectors of the econothgr factors had to be given attention.
The first aspect to be considered was the difficattimpanies were having in accessing
credit because of the banks’ increasing restristion lending. In spite of the essentially
financial character of the economic crisis, thekagn system in Spain appeared not to be
as badly hit in its early months as banks in otmemtries. The general feeling was that the
largest private banks in Spain were well bufferedl grovisioned. However, as the
economic crisis evolved, banks became more vulteralmd a target of citizens’
discontent. In this context, the small regionalisgs banks (cajas) were found to be in an
extremely weak position. Some of them were resamedlarge-scale mergers occurred.

The vulnerability of the banking industry was tdasge extent due to its policy of
providing easy access to credit in the growth ye#rsfact, the excessive resort to
borrowing by individuals seeking to finance privatensumption was a feature of the
Spanish growth model.

Crouch’s notion of privatized Keynesianism (Crou@b08) becomes particularly
insightful in this regard. The growth of the Spaneconomy in 1998-2007 was strongly
dependent on the additional resources providedrulies by easy access to credit. This
dependence was brought about by the housing buldbtdh had the effect of reducing the
disposable income of a large number of familieswheusing prices rose rapidly. These
almost doubled between 2000 and 2008. As LopeRaaddiguez (2011: 11) note, “Deficit
spending in the years 1997-2007 was decisivelysteared from the Spanish State to
private households, which, in the final years of #ycle, became net demanders of
financing.”

® This is confirmed by the Labour Minister at thate, Mr. Celestino Corbacho.




Figure 1. Inflation and negotiated wages in Spain, 1980-2012
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Source: INE, National Statistics Institute.

The other reasons for the excessive reliance afitaee related to labour market
conditions. These include the low wages and fixedit contracts of a significant
percentage of employees. The high rate of tempoesmployment characterized by
instability and wage levels lower than those earried employees with similar
qualifications on open-ended contracts (Jimeno Boithria 1993, Amuedo and Serrano
2005), together with the moderate wage increassshtive prevailed since the mid-1990s
(see figure 1) thanks to bipartite agreements, naae it necessary for individuals to look
for additional financial resources in a situatiohneoderate inflation but skyrocketing
housing prices.

This evidence goes strongly against another recuraegument to explain the
structural problems of the Spanish economy and ethofs other southern European
countries, i.e. excessive wage increases (Carkalia- 2011, Wolfl and Mora 2011).
According to this argument, the lack of capacif@scoordinating bargaining processes in
southern Europe triggered an increase in unit labosts and the consequent deterioration
in national current account balances. On the bafsihis argument, the Spanish social
partners and the Government were asked to furéstrain wage increases.

However, when one looks at the outcomes of thedairgy process in terms of
negotiated wage increases, the picture is one mdiderable wage moderation. Figure 1
indeed shows how, since the late 1990s, averagetiat®yl wage increases have moved
along with inflation and in some years have triggetosses in earnings’ purchasing
power. This evidence is reinforced by the evolutibthe adjusted labour share or real unit
labour costs which have declined since the ealp4YArpaia and Pichelman 2009).

Only when productivity is taken into account doeglear picture of the real
structural limitations of the Spanish economy betgiremerge, with its implications for
understanding the extent and duration of the cticasis. As a matter of fact, when the
evolution of wages and productivity through reait lsbour costs is examined, the picture
changes significantly, particularly when compari®gain with other EU economies (see
figure 2).




Figure 2. Real unit labour costs, 1996-2012
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The inability of three labour market reforms in tyears to maintain employment
levels and halt the increase in unemployment casfithat labour market regulations are
not directly responsible for the deterioration abdur market performance. As figure 3
shows, the unemployment rate has maintained a\stedard trend, rising to almost
25 per cent in June 2012. This could be interpraged sign that the roots of labour market
underperformance have little to do with employmesgulations and are related to the
structural weaknesses of the Spanish economy.

Figure 3. Unemployment rate by age group, 2005-2012
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Particularly worrying in this regard is the incrigagy vulnerable position of some
groups (ILO 2012). This would certainly be the casgouth as shown in figure 3. The




concern for this group is also caused by the existeof a large number of early school
leavers in the growth years. Many of these youngkems now face long-term
unemployment and little prospects of finding a pEzause of their low level of education.
Women and immigrant workers also suffer from abaverage unemployment levels.

The high and rapidly growing unemployment rate esn accompanied since 2010
by a drop in the coverage provided by unemployntemefits (figure 4). This has been
due to the temporal accumulation of the unemploygseiving contributory benefits as
well as to the 2009 extension approved by the 8sti@overnment under the PRODI
programme.

The Government was well aware of the need to cdretenresources on passive
employment policies in a period of high uncertajritycreasing unemployment and the
uncertain effectiveness of active labour marketicied® However, the drop in
unemployment benefits since early 2010 accompanyedsing unemployment has led to
an increasingly large number of unemployed persensiving no benefit. Furthermore,
about 50 per cent of those entitled to benefitsualt receive non-contributory
unemployment assistance, which is significantlys lgenerous than contributory benefits,
in effect pushing the already big number of pers@tziving no or little benefits to an
even higher level.

Figure 4. Unemployment benefit coverage, 2006-2012
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Summing up, the real structural limitation of theaBish economy has been low and
stagnant productivity (Mas et al. 2012). Three @ptm are particularly important in the
context of the growth experienced by the Spanigim@my since the late 1990s. The first
is the sectoral composition of GDP and the imbadngrowth path with the massive
contribution of the non-tradable and strongly labimtensive construction and tourism
sectors. The second is the high rate of temporample@yment which diminishes the
incentives of both employers and employees to inwespecific skills and reduces future
productivity (Dolado and Stucchi 2008, Ortega arardhante 2010). Finally, the massive
inflow of immigrant workers during the last ten ygand the incorporation of mostly
medium- to low-skilled workers in the service amhstruction sectors have helped keep

" Programa Temporal de Proteccién por Desempleoserdivn (Temporary Unemployment Protection and
Inclusion Programme).

8 Interview with representative of the Ministry ofihour and Immigration.




wages low at a time when labour market shortages weshing wages up. Moreover, the
availability of an immigrant labour force has ledmge companies to opt for labour-
intensive techniques.

1.2 The policy and political context

While evidence of a significant economic deceleratind a likely recession was already
available to the Spanish Government by early 2@0@a unemployment rate reached 11.3
per cent in May of that year, the Government dittake any action. Only some months
later did the Government accept the existence dhacelerated deceleration” that had an
exogenous character, leading it to start to enaetsores aimed at encouraging economic
revitalization. These consisted mostly of fiscamsius combining tax reduction with an
increase in spending.

The increase in spending due to growing unemploynaenl public investment
programmes as well as a sharp drop in revenuesegdudéficit figures rapidly from a
1.9 per cent surplus in 2007 to a 4.2 per cenciefi just one year. The deterioration in
labour market conditions was obvious in the 18 qert unemployment rate in 2009 and
the rise in the long-term unemployment level to geB cent. Because of the high level of
temporary employment, many of the people becommgmployed were entitled to low
unemployment benefits or none at all. At the same,tas the economic crisis deepened,
many of those who were on open-ended contractgéddfiey became unemployed also
started to exhaust their unemployment protectioth wihe consequent threat to social
cohesion.

The Government acknowledged the structural charadtéhe crisis and hence the
need to introduce more radical reforms only whenaii$p labour market and
macroeconomic conditions had deteriorated notigembtomparison with those in other
EU countries. Until that time, the Government was\vinced that little could be done
against a crisis with an essentially financial ardgenous character.

As a consequence of the worsening fiscal positiosoathern European countries
and Ireland, fears of default led to the euro seiger debt crisis. The average deficit of the
European Union had increased from -0.9 per ce@D®P in 2007 to -6.8 per cent in 2009.
In the case of Spain, it was worse, rising from €9 cent (2007) to an unprecedented
-11.1 per cent (2009). Until 2009, the strategy éaiting the crisis had been mostly
regarded as a domestic affair, with each countpeeted to develop its own policies.
However, as the debt crisis deepened, the EU adi@ptaore active role and put pressure
on the Spanish Government to implement significast-cutting measures.




Figure 5. Deficits in the European Union and Spain, 2002-2011
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The meeting of the Eurogroup in early May 2010 dahed with strong demands on
the Spanish Government to implement austerity @sicAs a result, on 12 May, the
Government presented a set of "measures to ackeeld® reduction of public deficit”.
These included a 5 per cent cut in the salariesvdfservants, along with a freeze on wage
increases in the forthcoming years, non-applicatan cost-of-living indexation to
pensions, removal of theheque bebé&allowance of €2500 to families with newborn
children) and a significant reduction in public w®rand investment. As a result of the
adjustment programme, the budget deficit went dénem -11.1 per cent in 2010 to -9.2
per cent in just one year. Further advances initiptementation of austerity packages
consisting mostly of cost-cutting measures, wittileli emphasis on revenue-based
adjustment or policies to stimulate demand, cdstaianstitute a threat for growth and the
provision of public services.

After eight years of left-wing governments, the geh elections held in November
2011 marked a shift towards the right-wing PartRapular (PP) headed by Mariano
Rajoy. Right after the election, the Governmentcamted an ambitious reform plan.
Generally speaking, economic policies under thesBPernment have been characterized
by some continuity with the policies of the presoGovernment. However, there are
differences that need to be stressed. From the& pbinew of the policy agenda, austerity
measures are more aggressive in areas such abk hedlteducation. In regard to the
governance of adjustment, the new Government hgstad a more unilateral approach.

2.  The policy process: Social dialogue and
negotiated adjustment in austerity times

The previous section has provided the contexttieranalysis of social dialogue. An ill-

advised and late diagnosis of the challenges fatieagconomy in the early months of the
crisis, resulting in costly and largely ineffectigelicies, not only hampered the recovery
but also aggravated the conditions in which Spaid to face the sovereign debt crisis
since 2010. As will be explored in this sectionptéwer important factor to be considered is
the lack of broad political and socio-economic @msuis which has further limited the
effectiveness of policy responses.




The above considerations about the economy antigsaofiave to be interpreted in
the context of a deep and multifaceted governamiséscOn the one hand, there is an
increasing perception among citizens about the needstructure the governance of the
political system. This is thought to suffer gapsoth its institutions and the functioning
and representativeness of its political partiese Shcial partners, and more specifically
trade unions, have also been criticized by a |laemor of society (including the 15-M
Movement and the Indignados). They are accusedbhaving provided an alternative
policy and to have been too accommodating to HothRP and the Socialist Party’s (the
Partido Socialista Obrero Espafiol, PSOE) reforrmdgebecause of the extent of their
institutionalization and dependence on state ressur

The two major labour confederations have recentiynawledged the failure of
trade unions as part of the institutional and it system to channel the citizens’
demands. These demands have been aggravated by the percémit fiscal adjustment
has been imposed by the technocratic EU economiergance. Moreover, the negative
impact of this adjustment on social cohesion teesathe stability and the pillars of the
governance system built in the late 1970s and d&8@s. The Indignados Movement can
in this context be interpreted as an expressiothisf political and economic discontent
(Armingeon and Baccaro 2011).

Adjustment policies have been characterized byaaeshdiagnosis of the problems
affecting the Spanish economy but significant ddfeees have been observed as to the
policies required to deal with these problems. dwithg a first period of inaction, initial
responses to the crisis consisted of fiscal meagorstimulate the economy. These were
then followed by a shift to austerity measures doing spending cuts and tax increases.
This change only took place when the risks of ogintaof the Greek sovereign debt crisis
became evident in early and mid-2010. As aboveddteere was a certain continuity in
the economic policies adopted by the Socialist (28011) and PP (2011) governments.
Furthermore, major shifts in the economic policyeradp were induced externally.
However, spending cuts since the PP Government tampewer in November 2011 have
concentrated more on education and health than diceyunder the previous Socialist
government.

The role of social dialogue and its impact on tbgistment have varied with time
and across policy fields. During its period in powbe Socialist Government maintained
talks and permanent contact with social partnera arge number of issues including the
labour market and industrial relations, employmeolicy, industrial policy, energy policy
and environmental polic}. However, the outcomes of this process have beggefli by
all actors involved as disappointing as no majaieagent was signed. When the debt
crisis put further pressure on the Government tpiaadopted a more unilateral approach
in regulating several policy fields. However, in tiees related to labour market and
industrial relations, the Government continued tmage in tripartite dialogue before
deciding reforms.

Since taking power in 2011, the PP Government daptad an approach which is
based on unilateral decision-making and disregértiartite social dialogue. Tripartite
social dialogue has played virtually no role in thesign of economic policy and fiscal
adjustment. When it did play a role, this dealt tiyowith industrial policy, the labour
market and collective bargaining.

2.1 A historical overview of social dialogue
in Spain

Even though tripartite social dialogue in Spain ase through several phases, it has
played a fundamental role as a socio-economic gavexe mechanism since the country’s

° See http://www.elmundo.es/elmundo/2012/09/19/exvati 348047099.html
1% |nterview with representatives of the Ministrylatbour and Immigration.
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return to democracy. A series of social pacts i dlarly 1980s which contributed to
economic adjustment at a time of deep industrigfrueturing and economic crisis, was
followed by increasing conflict between the Sosialzovernment and the trade unions,
leading to the 1987 general strike.

The economic crisis of the early 1990s was alsoacierized by a lack of consensus
and conflict between the Government and the squainers, leading to the unilateral
regulation of the labour market and collective lbamong and two general strikes in 1992
and 1994. Bipartite and tripartite social dialogasumed in 1995 and gained momentum
under the right-wing Government elected in 1996vefs agreements were signed
thereafter during a period of growth. It is partarly important to note the consolidation of
permanent bipartite social dialogue between unamtsemployers, providing an anchor in
the face of the instability of tripartite sociahtigue.

The second term of the right-wing Government caledi with increasing conflict
and attempts at unilateral regulation of the labarket and social protection; this met the
resistance of trade unions. The revitalization rgfartite social dialogue began in 2004
with the election of the left-wing Government heddey Mr. José Luis Rodriguez
Zapatero, while bipartite social dialogue has remdi a central feature of industrial
relations in Spain since the mid-1990s.

One of the reasons for the above-described hislodiscontinuities in tripartite
social dialogue is its late and weak institutioratlion. A tripartite Social and Economic
Council was created only in 1991. While the Cournak provided a stable forum for
relations among trade unions, employer organizatiamd the Government, its role has
been limited to consultations. There is no formalcpdure establishing the obligation for
the Government to engage in negotiations with $quéatners on any policy aspect.
Meaningful tripartite social dialogue is accordinglubject to socio-economic conditions
and political discretion, i.e., to the Governmentilingness to negotiate the reforms. This
notwithstanding, there is no clear correlation lestw the political ideology of the
Government and tripartite social dialogue (Molimal &hodes 2011).

Other explanations point to electoral politics (Ham and Kelly 2011) and the
weakness of the actors involved, especially the eBowent (Baccaro and Lim 2006,
Avdagic et al. 2011). Assessments based on pdlio@hange have also figured
prominently in the analysis of policy concertatiand social dialogue in Spain (Molina
2005; Oliet 2005). The idea behind this perspeciiwethat in a context of weak
institutionalization, the resources (either finahciinstitutional or strictly political)
available to actors determine their willingnesgmgage in tripartite social dialogue and its
success. In a context of crisis and little roommanoeuvre, tripartite social dialogue is
likely to continue to be under stress, as was ## n the early 1990s and is now in the
current crises.

2.2 Overview of the evolution of social dialogue
over the period 2008-2012

As mentioned earlier, two well-differentiated peisoregarding tripartite social dialogue
can be distinguished since the beginning of thanfital and economic crisis. The period
of stimulus response in 2008-2009 was charactebyesignificant involvement of social
partners, though with little results in terms ofements signed. The 2010 debt crisis led
to the adoption of a more unilateral approach tlicpmaking with less room for social
partnership. The only exception in this regard wesJanuary 2011 Tripartite Social and
Economic Agreement.
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Table 1.  Social dialogue and unilateral reforms in Spain, 2008-2012

July 2008

September 2009

January 2010

January 2010

May 2010

June — September
2010

December 2010

January 2011

March 2011

June 2011

January 2012

March 2012

Memorandum of Understanding for the
Recovery of the Economy,
Employment, Competitiveness and
Social Progress

Agreement for the public sector
between trade unions and the
Government 2010-2012

Inter-confederal Agreement on
Employment and Collective Bargaining
2010-2012 (AENC-I)

Plan for Inmediate Action 2010

Austerity Plan for the Public Sector
2011-2013

Labour Market Reform

Industrial Policy Programme - PIN 2020

Social and Economic Agreement on
pensions, the labour market and
collective bargaining

Law for Sustainable Economy

Reform of Collective Bargaining

Inter-confederal Agreement on
Employment and Collective Bargaining
(AENC-II)

Labour Market Reform

Signed by CCOO (Comisiones Obreras), UGT
(Unién General de Trabajadores), CEOE
(Confederacion Espafiola de Organizaciones
Empresariales) and the Government

Signed by CCOO, UGT, CSIF (Central Sindical
Independiente y de Funcionarios) Confederacion
Sindical and the Government

Bipartite agreement signed by CCOO, UGT and
CEOE containing guidelines for collective
agreements

There was neither consultation nor negotiations
between the social partners and the Government.

There were neither consultations nor negotiations
between the social partners and the Government.

Tripartite negotiations failed. The Government
ruled unilaterally.

The Government consulted social partners about
some of the contents, but their involvement was
limited.

Tripartite Social Pact signed by CCOO, UGT,
CEOE and the Government.

The Government consulted the social partners
about some of the contents, but their involvement
was limited.

Tripartite negotiations failed. The Government
ruled unilaterally.

Bipartite agreement providing guidelines for
collective agreements.

There was neither consultation nor negotiations
with the social partners. Unilateral approval by the
Government.

The discontinuities in tripartite social dialoguentast with the vitality and
resilience of bipartite social dialogue. The depetent of bipartite social dialogue leading
to agreements was the response of the social paittméhe failure of tripartite negotiations
in the early 1990s and early 2000s; it deliveredamihan 20 agreements in ten years
(Molina and Rhodes 2011). As a matter of fact, didithon to the tripartite social pact
signed in February 2011, two important bipartitelirconfederal agreements for collective
bargaining have been signed, hence following tlaetfe initiated in 2002. In addition to
providing some general guidelines for the (re-)atiegion of collective agreements, these
pacts also give overall indications for the develept of bipartite and tripartite
negotiations on collective bargaining and wagersgtt

The prominent role of bipartite social dialogue bagen reinforced by the emphasis
placed by the labour market reforms of 2010 andlL28i enhancing negotiated forms of
adjustment and restructuring through functionakibigity. Thus the social partners’
strategies for mitigating the effects of the criga employment have focused on
strengthening collective bargaining capacitiescagany level by widening the scope for

negotiation.

The abandonment of tripartite social dialogue asnechanism for initiating
economic and labour market adjustments in respaoosthe crisis is explained very
differently by the actors involved. One of the argnts expressed by both the employers
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and the PSOE and PP* Government is the inability of social dialoguektep pace with
real economic developments and to provide quick medningful responséThis was
also highlighted by other parties in the early rhenof the crisis? However, it is also
important to acknowledge that the paralysis inaitijpe social dialogue is to a large extent
due to the Government’s late reaction to labourketaproblems and its inaction in 2008
and 2009; these had a paralysing effect on tripasticial dialogue.

Another recurrent argument is the inefficacy of mweas negotiated in the context
of social dialogué® This was also brought up by some of the persaesviewed for this
paper, referring to the fact that while the uniasd the employers signed several
agreements between the mid-1990s and 2008 on labaxket and collective bargaining,
some of these agreements had very little imfaEhe reason given for this is the nature of
negotiated reforms which, because they reflectraptomise in the positions of the actors
involved, are inevitably less effective.

The Government's limited room for manoeuvre owingfiscal policy constraints
has also blocked possibilities for concluding trif)@ agreements. This is because the
political give-and-take required to reach a triparagreement is less likely when there are
no resources for compensating the actors for enerifices’ they have to make. Something
similar happened in the early 1990s, in the contéxhe economic crisis and adjustment
to the Maastricht Criterf4 on inflation and budget deficits. On that occagsitipartite
social dialogue failed to deliver any agreementrefated argument is that there is a
mismatch between macroeconomic governance at thdef#) and governance at the
national levef?

Trade unions also blamed the 2009-2010 CEOE Iehigees a major obstacle to
tripartite social dialogue. Compared to previousOEEpresidents before that period, the
CEOE leadership adopted a position less inclinesbtal dialogue and negotiation with
trade unions. Moreover, its weakened position WitBEOE as a result of the scandals
swirling around some companies also blocked sati#bgue and tripartite social pacts.
The signing of a tripartite social pact only foueeks after the election of a new CEOE
president would support this argument.

Finally, the legitimacy dimension of tripartite salcdialogue has also come out as
an important aspect to be considered. From the pbiview of input legitimacy, criticism
from some sectors of the population of trade unimmd employers in the context of the
crisis and austerity policies has certainly redutedincentives for the Government to rely
on this form of socio-economic governance. Thuth& case of the recent labour market
reform, the ruling party expressed the view that kegitimacy comes from Parliament and
as a conseqguence, there is no real obligation, nead for additional validation of
agreements through social dialoglie.

! Representatives of the Ministry of Labour and Imwation highlighted the resistance of trade unimnshange,
especially in austerity times.

12 Representative of the Ministry of Economy and Cetitiveness acknowledged that the slow reform path
imposed by social dialogue required state actioorgter to bring about effective and timely respenge the
challenges posed by the economic crisis.

Binterview with representative of the Ministry of h@ur and Immigration. See also Parliamentary Debate
225, Comision de Trabajo e Inmigracion, SessiatOn10 March 2009, p. 15.

14 parliamentary Debates, n. 59, Comisién Trabajmedracion, Sesién Extraordinaria 22 July 20085.
15 parliamentary Debates, n. 128, Comisién Trabdjoregracion, Sesién 30 October 2008, p. 14.
18 Interview with representative of the Ministry of@&omy and Competitiveness.

" The Maastricht Criteria stipulate that the infiatirate should be no more than 1.5 per cent aliwveate for the
three EU Member States with the lowest inflatioermothe previous year and that the budget deficitrganerally
be below 3 per cent of GDP.

18 Interview with representative of UGT.
9 Interview with representative of UGT and repreaéwné of CCOO.
% See Parliamentary Debates, n. 24, Plenary Sessiofpril 2012, p. 5.
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As regards the EU’s supranational mandate to poskidcal adjustment measures,
the perception is that the Government is more attednle for its economic policies to
supranational actors rather than to the citizenthercollective bodies representing them.
Finally, the failure of tripartite social dialogte deliver agreements in the early stages of
the crisis has also had a negative effect on hasvgerceived, as it contributed to the view
that the social partners also had some respomgifuili the way the crisis was managed.

2.3  Social dialogue in the debt crisis and the
governance of austerity

Before entering into the detailed analysis of dati@ogue during the crisis, it is important
to note the existence of the document that provitteddialogue’s general orientation in
content and form since 2004. This document, “thel&ation for Social Dialogue 2004:
Competitiveness, Stable Employment and Social Gohg$ was agreed soon after
Zapatero’s first election as Prime Minister in 200# addition to highlighting the role of
social dialogue in the area of competitivenesd)lstamployment and social cohesion, it
specified issues for discussion in separate prese3hese included labour market policy,
training, the minimum wage, employee involvemend avllective bargaining reforf.
Subsequently, a broad and ambitious process oflsdi@logue was initiated and more
than 20 agreements were signed by the tripartittngas in the succeeding years (Molina
and Rhodes 2011).

In view of the worrying economic and labour markenditions, the 2004 agenda
for negotiations was widened in July 2008 througim@morandum of understanding
(Declaracioén para el Impulso de la Economia, el IEmda Competitividad y el Progreso
Social). Signed by the social partners and the @orent, it aimed to boost employment
and included in the agenda for social dialoguedssuch as industrial and energy pofity.
In January 2009, the social partners and the Gavemhdecided to intensify talks in order
to speed up the process of reaching an agreemeonbtltattive bargaining in a rapidly
worsening economic context.

In May 2009, the social partners and the Governroentluded a new meeting with
a commitment to reach an agreement by July that Jieeo types of measures would be
negotiated as laid down in a joint UGT-CCOO docun{nopuestas sindicales para un
acuerdo por el empleo y la proteccién sodalThe first were short-time policies to
alleviate the effects of the economic crisis byuadg working time without destroying
more jobs and enhancing unemployment protectioe. Sétond were longer-term policies
to develop a more sustainable and inclusive grondbel.

An agreement was finally not possible owing to #maployers’ demand for a
reduction of their social security contributions Byper cent as well as the inclusion of
other measures on collective redundancies. Desipatefailure, social dialogue delivered
an agreement in September 2009 on the civil seraivg public sector employment
(Acuerdo Gobierno-Sindicatos para la Funcion Pabéin el Contexto del Dialogo Social
2010-2012y?

The perception of social dialogue as a mechanisrgdaerning the response to the
economic crisis and austerity policies changedegsiignificantly with the sovereign debt
crisis. In a meeting in March 2009, the Socialisv&nment led an initiative to “relaunch
and give momentum to social dialogue and conceriais a mechanism to generate

2 See full text at: http://www.ugt.es/dialogosodaitlaraciondsocial.pdf
% parliamentary Debates, n.128, Comisién Trabajmédracion, Sesién 30 October 2008, p. 6.

B gee http://www.lamoncloa.gob.es/NR/rdonlyres/1AB60-D247-4274-AF8B-9A7390000230/90303/
DeclaraciondialogoSocial.pdf

% gee full text at: http://www.ccoo.es/comunes/reoafl/doc14633_Propuestas_sindicales_para_un_acuerd
por_el_empleo_y la_ proteccion_social.pdf

% gee full text at: http://www.boe.es/boe/dias/200826/pdfs/BOE-A-2009-16986.pdf
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economic growth, trust and overcome the crisisisThitiative was supported by the PP.
However, the debt crisis and external pressuresthen Government to take action
especially in regard to fiscal adjustment withouatiting for the outcome of social dialogue
led to the breakdown of negotiations on labour marieform in June 2010. The
Government decided then to regulate matters urdlige

Social dialogue was nonetheless resumed lateryatand a tripartite social pact
on pensions, the labour market and collective banmgg was signed in January 2011.
Several reasons can be given to explain this chakgémportant reason was the change
in the presidency of the employers’ organizatiohe Tinvolvement of the then CEOE
president in investigations into the bankruptcy soine of his companies eroded his
legitimacy not only within CEOE, but also with resp to trade unions and the
Government. As a consequence, negotiations slowedh.dThe appointment of a new
Labour Minister with a strong commitment to soa#&logue was an additional factor in
the resumption of social dialogue. Finally, a beradargaining agenda favouring forms of
exchange and compensation made it easier to remgbromises with the social partners.

By contrast, no agreement could be finalized onréifierm of collective bargaining
in 2011. Bipartite negotiations had evolved on Hasis of some of the articles in the
January 2011 social pact, but no agreement coulédmhed in the end. The Government
intervened again unilaterally. However, bipartitecial dialogue remained alive and
delivered a new and important inter-confederal egent in January 2012. By signing this
agreement in a difficult social and economic contexnployers and trade unions made
clear their commitment to social dialogue and sersignal to the incoming right-wing
Government about its importance and the capaciyrasponsibility of social partners for
negotiating reforms autonomousty.

In spite of the January 2012 bipartite AgreementEomployment and Collective
Bargaining, tripartite social dialogue was facedhwigreat challenges in 2012. The
announcement of a labour market reform which ditlineolve the social partners in a
dialogue, the general strike in May 2012 and theelecation of fiscal adjustment in the
face of the deterioration of Spain’s macroeconopnaspects impinged heavily on social
dialogue. As a result, the trade unions rejecteyl sotial dialogue with the current
Government and declared that they would enter nefgotiations only after a referendum
on austerity policies had been calféd.

2.4  Economic and industrial policy in austerity
times: The role of social dialogue

The Budget for 2010 marked a turning point as itsvwmimarily based on revenue-

increasing measures with the objectives of pratgctiore social spending and shielding
welfare beneficiaries from the effects of the dawnt For the first time the Socialist

Government showed that it had become well awatbeostructural character of the crisis.
In addition to preparing a plan for fiscal consatidn, it presented in February 2010 a
roadmap for changing the country’s production md¢éepitarte Sanchez 2011). The most
important contents of the plan were the Law fort&nable Economy, a roadmap for fiscal
consolidation and a scheme for the development gfragess of social dialogue on

reforming the labour market and the pension system.

The Law for Sustainable Econofy(Law 2/2011) approved in March 2011 was
preceded by talks with social partners, politicafties and other actors in the economic
and civil spheres. This law constituted an ambgiglan to achieve more sustainable

% See Parliamentary Debates, n. 225, Comisién desjoa Inmigracion, 10th March 2009, pp. 22-26.

2" The strong commitment of employers to social djais made very clear by Mrs. Ana Herraez whassee
that dialogue is part of the “DNA” of CEOE.

% See http://www.elmundo.es/elmundo/2012/09/19/exvat 348047099.html
# See full text at: http://www.boe.es/boe/dias/208105/pdfs/BOE-A-2011-4117.pdf
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growth through changes in the regulation of prodardi factor markets, the education
system, competition law, etc. Its final aim wagtadually move from an extensive growth

model based on the expansion of employment to & sustainable intensive model based
on high value-added activities and productivityreases (DGAMEI 2011). However, the

lack of resources has severely curtailed its impactd has led to the abandonment of
many of its aspects. (Moran Criado 2010).

In addition to the Law for Sustainable Economy, @@vernment announced a plan
for fiscal adjustment in the expectation that ecoitorecovery would happen soon.
Anticipating positive economic growth by the end26f10, the Government decided that,
in order not to jeopardize the recovery, the timaswight for the implementation of
austerity measures.

In the context of growing uncertainty about Gresapacity to meet its borrowing
requirements in early 2010, the Spanish Governnaemiounced the Plan de Accion
Inmediata 2010 (Plan for Immediate Action 2010) #relPlan de Austeridad 2011-2613
(Austerity Plan 2011-2013). The Government was awtrat the increased public
investment in the previous months, together withhhand increasing unemployment,
exerted strong pressures on public accounts andytadual stabilization measures were
required.

The Plan for Immediate Action 2010 implied a furtBe5 per cent reduction in the
GDP deficit from the level already provided for tye Budget Law and imposed a ban on
new contracts in the public sector. The AusterignR2011-2013 envisaged additional cuts
in the expenditure authorized by the Budget Law dbiritems with the exception of
pensions, unemployment protection, research anélag@went, and education. It also
provided for cuts in the wages of public sector lyges (5 per cent in 2010) and a wage
freeze for 2011, a freeze on pensions in 2011grafeiant drop in housing investment and
the abolition of the so-called cheque bebé amoherst

The Plan for Immediate Action 2010, the first atistgpackage, was passed in May
2010 without any consultation or negotiation wititial partners. The Plan was announced
by then Prime Minister Zapatero in the middle ofattations for a reform of collective
bargaining. The announcement had a negative ingpatiie evolution of social dialogue.
A general strike in the public sector was calledJume 2010 and negotiations on the
reform of collective bargaining and the labour nedirkroke down some weeks later
without agreement. The trade unions criticizedRlian heavily and bemoaned the fact that
they were not given prior notice of its passage. Ny 12, Prime Minister Zapatero
announced a policy package that includes major icuscial protection as well as the
earning of public sector employees; this markedodginning of a new period for social
dialogue characterized by rising tension and irgirgp obstacles to tripartite social
dialogue.

The economic policy followed by the right-wing Gonment elected in November
2011 has been characterized by a strong committoeatisterity, hence continuing the
path initiated some months before. This has redutiehe adoption of a more negative
stance on tripartite social dialogue.

Industrial policy

As will be discussed later in greater detail, plansreduce the deficit contain some
elements that shape the economy and the countiythiption model. However, there have
been specific policies aimed at introducing strtadtghanges in the economy. Regarding
industrial policy, the strategy of the 2008-2011ci8list Government in its early stages
consisted in stimulating the car industry which yplaa key role in the Spanish

% See Intervention by Prime Minister José Luis Rquiez Zapatero, Parliamentary Debates, n. 140, Blena
Session, 10 February 2010, p. 6.

3 see full text at: http://www.lamoncloa.gob.es/GejndeMinistros/Referencias/_2010/refc20100129.htm
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2.5

manufacturing sector. This was mostly made by ghog incentives to attract the
development and construction of new car modelspairs A total of 3 100 million euro
were devoted to this goal in 2009.

Some months later the Government shifted strategyamopted a more ambitious
plan for a change in the production model towandsigr sustainability and value added.
The Plan Integral de Politica Industrial 2010-2@R@lustrial Policy Programme - PIN
2020) under the umbrella of the strategy for suostale economy envisaged the
development of strategic sectors like informatiold @aommunications (ICT) technology,
biotechnology, renewable energy and the aerospalestry®? The Government developed
this approach in dialogue with the country’s poétiparties and social partners.

Among the objectives of PIN 2020 were to raise fribbrper cent to 18 per cent the
share of manufacturing in GDP by 2015 and the nmodation of the industry (Legarda
and Hidalgo 2011). The main obstacle to achievites¢ goals was the limited access to
credit by companies. Because of the problems ofb#meking system, companies, and
especially SMEs, have found it difficult to obtdire resources necessary to invest in new
equipment or to start a new business.

Tripartite social dialogue on economic and indasfolicy lost momentum with the
onset of the sovereign debt crisis. The socialngast were significantly involved in the
drafting of aspects of the Law for Sustainable EBcoy during 2009-2010. However, the
new scenario characterized by severe fiscal adgrdtsnd a focus on spending cuts rather
than expansionary policies has reduced the scogagartism.

Labour market reforms in austerity times:
The role of social dialogue and collective
bargaining

The economic crisis led to the introduction of imtpat changes in labour market
regulation and employment policy in 2010, 2011 &0d2. The regulatory mechanism
chosen to cope with the impact of the economidscos the labour market was initially
collective bargaining. An attempt was made by theiad partners with the support of the
Government to enhance internal flexibility and wilonegotiated adaptation and
restructuring measures via collective agreement®e 2010 Bipartite Agreement on
Employment and Collective Bargaining 2010-2012 ioed the key aspects of this
strategy®® However, as labour market problems persisted withtbe social partners
reaching consensus on how to reform collective diangg, the Government decided to act
unilaterally to change labour market regulation #mel collective bargaining system but
maintained the overall goal of enhancing interitetibility. In 2012 a reorientation of the
strategy and objectives of labour market regulatomk place with a labour market reform
that changed firing and hiring regulations whiletla same time regulating aspects of
collective bargaining to enhance adaptability.

The policy objective driving reforms, given theustiural problems of the Spanish
economy, was the maintenance of employment lemedsdituation of unprecedented rates
of job destruction. Employment creation was newer anderlying goal of reforms. Some
reforms targeted specific groups like the youth wochen®

The duality that characterizes the Spanish labarket, with a large percentage of
employees on fixed-term contracts, has been idedtify all actors involved in social
dialogue as one of the key problems to tackle tjinotegulatory reforms. The approach

32

See

full text at: http://www.minetur.gob.es/esgabineteprensa/notasprensa/documents/

planintegralpoliticaindustrial2020.pdf
¥ See full text at: http://www.empleo.gob.es/es/@dés/pdfsnuev/RES110210.pdf

% This has been the case of the 2012 Reform. Imterwiith representative of the Ministry of Employrhemd
Social Security and representative of the MinistiEmployment and Social Security.

17



adopted before the start of the crisis to deal whth issue was to provide incentives for
hiring staff on an open-ended basis and for comgrtemporary contracts into open-
ended contracts by reducing the employers’ soeialisty contributions.

In this regard, there seems to be a generalisesensns around the inefficacy of
this strategy as showed by the little success @fipus reforms in bringing down the rate
of temporary employmerit. As a consequence, there has been strong pressuiieeo
2008-2011 Socialist Government to shift to a dédférstrategy seeking to reduce the gap
between dismissal costs under temporary and opgedecontracts. In view of the already
low costs of dismissing temporary employees, this tianslated into strong pressures to
reduce dismissal costs for open-ended contfa&sen though the 2009 and 2010 reforms
already advanced somewhat in this direction, tHenitlee push for the approach came
with the 2012 reform.

All labour market reforms approved during the crigiere passed by the Spanish
Government without an agreement with the socialngas. It should be noted that while
the 2010 and 2011 reforms were preceded by neigoisabetween the social partners and
the Socialist Government, no form of social dialegook place on the 2012 reform.

There are significant differences in the orientatend policy objectives of the
various reforms. The 2010 and 2011 reforms passddrihe PSOE Government aimed at
enhancing internal or functional flexibility, thdughere were also measures to reduce
dismissal costs. Even though the 2012 reform costaiome important provisions to
promote functional flexibility, it seems to have vad back to a preference for external or
numerical flexibility (emphasis on the use of temgyg workers and part-timers in the
employed workforce}’ Moreover, it has deviated from the previous domirspproach in
so far as it has focused on facilitating exit frira labour market rather than entry into it.

In the early months of the economic crisis, the leass was on strengthening the
efficacy and resources of the Public EmploymentviSer (SEPE, Servicio de Empleo
Publico Estatal). In a context of rapidly incregsimemployment, the Socialist Party made
an effort to develop a more individualized publigstem of intermediation and career
guidance® However, as the Minister pointed out in 2008, swdifficult to achieve
coordination in this area because the managemehedhbour market was carried out at
both the national and the regional level. For imsta the national government had
responsibility for passive labour market or incomeplacement policie¥, while the
regions oversaw active labour market policies (pelicies aimed at bringing the
unemployed to work). One of the interviewees fas faper criticized the management of
employment policies in the early stages of theixmgen too much emphasis was placed
on employment policies at the regional level witte coordination at the national lev&l.

The 2010 Reform (Royal Decree Law 35/2010,
17 September 2010)

The 2010 reform was passed when Spain’s labour ehasituation had deteriorated
significantly in comparison to those of other EWnties, reaching an unemployment rate
of 20 per cent. The mechanisms that allowed otbentries, including Germany and lItaly,
to improve their labour market performance constduthe model for the reform.
Accordingly, the main goal was to safeguard exisgmployment levels, or at least to halt
the rapid process of job destruction.

% Interview with representative of the Ministry ofhour and Immigration..
% parliamentary Debates, n. 59, Comisién Trabajudracion, Sesién Extraordinaria 22 July 20085%.

37 External numerical flexibility refers to the cajigof the firm to adjust to a shock by hiring dririg and using
atypical contracts.

3 See the intervention of the Socialist Minister,. Kelestino Corbacho; Parliamentary Debates, n, €6iisién
Trabajo e Inmigracién, Sesién 19 November July 2@0&5.

% passive labour market programmes are those aitredaganteeing income for the unemployed.
O Interview with representative of the Ministry o&hour and Immigration.
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The Government announced in January 2010 its iotemd push for an ambitious
agenda of structural reforms, also covering theudalmarket, in order to reduce the deficit
as well as to set the foundations for economicvegoand growth. Particularly important
in this regard was the change in attitude towah@srole of labour market reform. The
Government had maintained until then a clear posidirguing that a reform of the labour
market would not contribute to the creation of esypient and stimulate growth as the
crisis had nothing to do with labour market regofaf* While the trade unions endorsed
the government view, employer organizations sugoochanges in labour law regulation
aimed at easing firing regulations as the only tealyalt unemployment growth.

Negotiations started formally in February 2010,tbe basis of the 2010 bipartite
Agreement on Employment and Collective Bargainiwbjch provided some guidelines
for the development of social dialogue among thead@artners with a particular focus on
collective bargaining and the development of fuora flexibility. In April 2010 the
Government issued a document presenting the maimtspof agreement in the social
dialogue on labour market regulation (Dialogo Sbstdbre Actuaciones en el Mercado de
Trabajo)*? According to this document, negotiations amongiaopartners and the
Government had to focus on five issues: labour ataskgmentation, a review of financial
incentives for hiring workers, labour market intedration services, youth employment
programme and the extension of short-time workiogemes. The Government, trade
unions and employer organizations agreed that tiaditd of the labour market was its
main problem and therefore the target of refotins.

The development of social dialogue was certaintyditioned by the announcement
of the first austerity package some days laterl®mMay. Although the Government had
reassured the social partners of its strong comemtrito social dialogue and promised that
no reform would be passed without their agreemém, radical shift in Zapatero’s
economic and fiscal policy had a negative effectrannegotiations on the reform of the
labour market. The significant differences in ttenses of the unions and the employers in
regard to the employers’ demand for an expansighefyrounds for fair dismissal further
weakened the impetus to reach a negotiated agreeRieally, the weak position of the
CEOE president, discussed earlier in this papso, lmpered the deliberatiofis.

The negotiations failed definitively on 6 June 204 the Government sent the
trade unions and employer organizations a few datgs a draft document proposing
measures for the reform of the labour market. Bnnpoints were more stringent rules on
fixed-term contracts; a relaxation of the causeddi dismissal; promotion of open-ended
contracts; and mechanisms to facilitate the ushoft-term working schemes.

In response to the unilateral approval of the labmarket reform, trade unions
called for a general strike on 29 September. Tagetiunions denounced the reduction in
dismissal costs and the fact that the reform wasgquh unilaterally. This came after the
strike of public sector employees on 8 June asporese to the wage cuts approved in the
12 May austerity package.

The 2011 Economic and Social Agreement for Growth,
Employment and the Sustainability of Pensions®™
(Royal Decree Law 1/2011, 1 February)

Negotiations between the social partners and theefBment on the reform of old age
pensions were soon widened by October 2010 to cotrear issues such as collective
bargaining, employment policy and labour marketutation. After a general strike in

! Interview with representative of the Ministry o&hour and Immigration.
*2 See full text at: http://www.tt.mtin.es/perioditaidoral/201004/Doc_trab_DS.pdf

3 See intervention by Prime Minister José Luis Rguez Zapatero, Parliamentary Debates, n. 140, Blena
Session, 10 february 2010, p. 7.

“* Interviews with representative of UGT and représtre of the Ministry of Labour and Immigration.
5 See full text at: http://www.ugt.es/actualidad/2G&brero/acuerdo_social_y _economico.pdf
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September 2010 and repeated failures to reach eseragnt, both trade unions and
employer organizations considered it urgent to orestsocial dialogue and deliver
agreements. They realized that after three yearscohomic slowdown and no broad
consensus reached so far on mechanisms for exiiagcrisis, their role was being
guestioned by the population. As a trade uniorciaffipointed out: “If social dialogue does
not deliver agreements, it will weaken.” There vaasordingly a lot of pressure to sign an
agreement, but the context was not particularlptaable’®

The trade unions were very much in favour of a camensive pact covering the
labour market, collective bargaining and old agespmns. This was supported by the
Government after its relations with the unions detated as a consequence of the labour
market reform and the general strike in Septemli02 The change in the CEOE
presidency provided an additional incentive to fava process of social dialogue as the
new president adopted a more favourable approattietonegotiations.

Finally, a tripartite social pact (the Economic addcial Agreement for Growth,
Employment and the Sustainability of Pensions) wamed in February 2011. This
comprehensive pact covered old age pensions, ymémployment, active labour market
policies, the reform of collective bargaining, R&nd industrial and energy policy.

Regarding labour market regulation and employmeolicyp the pact made
commitments in three main arédsthe efficacy of active labour market policies; the
transition to stable employment; and coordinatietwieen the national, regional and local
government levels, the lack of which was an obsté&elthe effectiveness of employment
policies. The pact also committed itself to implenigy some of the elements of the 2010
reform which had not been carried out so*far.

The most controversial aspect of the pact was ¢fierm of old age pensions. It
raised the pensionable age from 65 to 67 yearssasuane that was heavily contested by
large factions among the trade unions. Even thotingh pact had some elements of
flexibility, making it possible for employees to lkatitled to full pension without having
reached 67 years of age, the criticisms highlighibedfact that in a labour market like the
Spanish one, with high rates of temporary employtraed frequent unemployment spells,
it would be difficult to reach maximum pension l&ve

Even though it is difficult to assess the effeatiees of the reforms because of the
rapidly changing economic environment, some intweges agreed that the 2010
agreement had a limited imp4¢in addition to the negative economic context, meson
was the Socialist Government fear of facing stropgosition from the trade unions. This
led to its unilateral approval of an extremely caws reform plan which had no actual or
very limited impact on shaping labour market depaients. A similar diagnosis is made
of the labour market measures of the 2011 Social Boonomic Agreement. The
piecemeal and fragmented character of these meadwme severely limited their
effectiveness (CES 2012: 406).

The 2012 Labour Market Reform
(Royal DecreeLaw 3/2012, 10 February 2012)

The positions of the trade unions and employerdatmour market regulation became
increasingly discordant during 2011 as the empbygrenly stated that their top priority

“ See http://elpais.com/diario/2010/10/31/econondia®476002_850215.html

*" Royal Decree Law 1/2011, 11 February, Urgent Axtion order to Promote Transition to Stable Emplegm
and the Occupational Requalification of the Unemptb See full text at:
http://www.boe.es/boe/dias/2011/02/12/pdfs/BOE-A-PR701.pdf. The reform of active labour marketiges
is the subject of the Royal Decree Law 3/2011, éBr&ary.

8 Royal Decree Law 10/2011, 26 August on urgent mmessto promote youth employment and increaseliyabi

“9 Interview with representatives of the Ministrylatbour and Immigration.
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was the facilitation of dismissal$.The divisions widened over the reform of colleetiv

bargaining, as the failure to sign an agreementuaildteral regulation by the Government
in June 2011 made clear. Moreover, the weakeningpefSocialist Government and its
expected defeat in the forthcoming November 20&g&tigins gave employers incentives to
delay social dialogue as much as possible in gatiicin of the entry of a new right-wing

Government.

Despite the disagreements, bipartite social digogontinued between the trade
unions and employers. By January 2012 a new bipariter-confederal Agreement on
Employment and Collective Bargaining 2012-2014 (AEN) was signed. Its objective
was to provide the Government with a documentrsgtiut the consensus between unions
and employers on issues ranging from active lalmoarket policies to the structure of
collective bargaining.

The right-wing Government elected in November 286d4n made clear its intention
to reform the labour market. Even though the Gavemt and some representatives of the
labour ministry engaged in separate talks withtthde unions and employer organizations
right after their appointment, there was no attetapnter into a tripartite social dialogue.
In fact, the Government did not take into accoumhe of the contents of the 2012 inter-
confederal agreement when it drafted the law pralpoBhe then recently appointed
Labour Minister Mrs. Fatima Bafiez said that white tGovernment had full respect for
social dialogue, the outcome of the social dialogomng trade unions and employers set
out in the January 2012 agreement was clearly ficgrit to tackle the problems of the
Spanish labour market.

The trade unions and the opposition party PSOBcizdd the reform process that
led to 2012 Labour Market Reform. In the words af Kelestino Corbacho, it marked a
major discontinuity in Spain’s employment relatiomgich had in the past been
characterized by social dialogue and the searcttdosensu¥ According to the trade
unions, the Government deviated from a long-stamdiiadition of holding consultations
and negotiations before formulating labour markefbmims. It had failed to initiate a
process of dialogue with social partners and toutdite a draft of the reform proposal.

The most important innovations of the 2012 labowarket reform law can be
summarized as follows: new limitations to the egten of the terms of collective
agreements when they have expired (the extensiaidsed to aslltra-actividad; easier
conditions for opting out from higher level agreense the addition of measures subject to
non-application by employers; widening of the causer fair dismissal, including an
enterprise’s fall in earnings for a period of nimensecutive months; reduction of
severance payment in cases of unfair dismissalruspEn-ended contracts; new forms of
measuring and monitoring absenteeism as a motivafr ending employment
relationships; incentives for expanding teleworkilagd creation of a new open-ended
contract to promote entrepreneurship with a one-fred period.

In response, the trade unions called for mobilaretj including a general strike in
March 2012. As had happened in 1994, they alsowaroed their intention to offset some
of the contents of the reform via collective agreats.

Even though the employers were positive about #ferm, they criticized its
softness and ambiguity on issues like the new aohtrfor the promotion of
entrepreneurship’. In addition, they argued that part-time employmkat to be given
greater flexibility for it to reach its full poteat. Finally, they questioned the
Government’s reluctance to use the 2012 bipartijeeeanent on employment as the

%0 See http://politica.elpais.com/politica/2011/104ctualidad/1318365531_515976.html

ABC, 3 April 2012, http://www.abc.es/201202tdhomia/abci-entrevista-ministra-empleo-

201202120430.html
%2 A similar view was expressed by Mr. Valeriano Géaraead trade union representatives.
>3 Interview with representative of CEOE.
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2.6

starting point for the negotiation of the labourrket reform. Whilst employers regarded
the inter-confederal agreement as fully valid asdaagood starting point for future
negotiations, the trade unions expressed the \iattvthe Government had delegitimized
the agreement by overlooking it when it drafted téform law of 2012? It is therefore
very likely that the reform law will impinge negagly on tripartite social dialogue. In a
recent statement, the trade unions said that tlomgidered it impossible to restore
tripartite social dialogue unless the Governmeranged its economic policy programme
and called for a referendum.

The reform of collective bargaining in
austerity times: The role of social dialogue

One of the most important outcomes of social dadogluring the crisis has been an
increasing awareness of the need to enhance tlaeigapf collective agreements to adapt
to changing conditions through the use of intermainerical or functional flexibility
(working time flexibility, reorganization of jobsnd functions). The use of short-time
working schemes through collective agreements leasrdingly been a priority in the
reform process. The final aim is to compensatdterover-reliance of the Spanish labour
market on external numerical flexibility (intakeofn the external labour market). Even
though there have been some significant advancethignregard, there remains the
structural problem posed by the small size of SgfFanbmpanies which severely reduces
the possibility for relying on functional flexibili (movement of employees to different
activities or tasks within companies) as an adjastrmechanism.

Wage settlements during the crisis have been mtelaral losses in real wages have
happened and are expected to happen in the conimghsi® Additional changes have
been introduced in labour law and the regulationcalfective bargaining in order to
guarantee and facilitate partial access to unemmoy benefits. The effort of the social
partners as well as the Government has been garticimportant in this regard.

The trend towards the decentralization of collextlvargaining has accelerated
during the crisis. Before the 2012 reform, all eotlive bargaining reforms contained
mechanisms for organized decentralization, withhéigevel collective agreements
establishing the criteria for lower-level agreemsenThe defence of a multi-level
bargaining system where sectoral collective agre¢snemonitor the process of
decentralization was a strategy shared by the tuattns and employer organizations to
deal with the risks posed by decentralization, @&s whown in the 1997 peak inter-
confederal agreement on collective bargaining. Harethe 2012 reform has meant a
break from previous practice as it not only enhartbe regulatory capacity of company-
level agreements, but also gives more regulatowyepdo employers while reducing the
regulatory capacity of sectoral agreements.

Additionally, procedural changes were introducedthie regulation of collective
bargaining in order to facilitate and speed up rérewal of existing agreements. These
included changes in collective dispute resolutioechanisms. Even though the social
partners have defended their autonomy in reforntiokective bargaining, most of the
changes were introduced by the Government withotdrijg into a previous agreement
with them. It could therefore be argued that thei€ihas reinforced the statist character of
industrial relations in Spain.

Inter-Confederal Agreement on Employment and
Collective Bargaining 2010-2012

The reform of collective bargaining has been ondhef most debated issues since the
beginning of the crisis. The main problems attacteed were related first of all to the

** Interviews with representative of CEOE and repntsteve of UGT.
%5 Interview with representative of the Ministry of@omy and Competitiveness.
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excessive rigidity it imposed on wage setting.ds lbeen argued that the existing structure
of collective bargaining, one, delivered high wagereases because of its intermediate
level of (de-)centralization and, two, limited thessibilities for a flexible adjustment of
wages to a new environment. Some political pasdies$ employers have also pointed out
that the automatic extension of the terms of ae@ment when negotiations on its renewal
have failed (the so-calladtra-actividad imposed excessive rigidities that are particylarl
harmful in times of crisis.

Because of its importance, bipartite social diagn the reform of collective
bargaining has been going on for a long time. Harethe crisis made clear the
significant differences existing between unions angployers on the problems affecting
collective bargaining and their solution. This beea evident with the failure of
negotiations to reach agreement on the renewahe@2008 AINC to set guidelines for
collective bargaining in 2009.

The trade unions and employers signed in Novembé® 2 document to unblock
the negotiation of several collective agreements{@romiso de Actuacion entre CEOE y
CEPYME, y CCOO y UGT, sobre la Negociacién Colextipendiente de 2009).
Bipartite social dialogue was resumed and in JanR@i0 the peak organizations signed
the 2010 bipartite Inter-confederal Agreement fargioyment and Collective Bargaining
2010-2012 (AENC-If® This Agreement, which continued the series of péattkr-
confederal agreements initiated in 2002, dealt wsdweral aspects including the
transformation of temporary contracts into openeshctontracts, internal flexibility,
teleworking, guidelines for wage developments (201(per cent; 2011: 1-2 per cent;
2012: 1.5-2.5 per cent), the use of opting-outsegauand the beginning of negotiations on
the reform of collective bargaining.

In accordance with the commitment expressed in AEN@gotiations were carried
out on a reform of collective bargaining, but thelg not deliver an agreement in 2010.
However, the Labour Market Reform Law approvedept8mber that year (Law 35/2010,
17 September) contained some important implicatifmnscollective bargaining. More
specifically, the Reform Law enhanced the possjbilbr arriving at negotiated solutions
(involving functional flexibility, working time redctions, etc.) without necessarily
resorting to numerical external flexibility, i.¢ay-offs. In effect, the Reform Law enlarged
the capacity of collective agreements at the compewel to introduce internal flexibility
by favouring greater adaptability to economic ansances and widened the scope for the
non-application of higher-level agreements on waaed other working conditions at
company level.

The 2011 Reform of Collective Bargaining

After the September 2010 general strike againsté®ur Market Reform Law, the social
partners resumed bipartite negotiations some motdtes on the basis of the 2011
tripartite Social and Economic Agreement. More #jmdly, the negotiations were based
on a document (Acuerdo sobre criterios basicos paraeforma de la negociacion
colectiva) contained in the Agreement which proditlee starting point for the negotiation
of a reform of collective bargaining.After four months of bipartite talks between the
unions and employers, only limited consensus wasipte and no pact was signed. The

%% Since 2002, the trade unions and employer orgoimain Spain have signed at the beginning of eec a
peak inter-confederal agreement (AINC) establishihg objectives and guidelines for the developmant
negotiations at all levels of the collective bangag structure. The only year when no agreementreashed was

2009.

37 See http://www.empleo.gob.es/es/sec_trabajo/cPnédpectosNormativos/Normativa/contenidos/

Compromiso2009.htm

% See full text at http://www.ccoo.es/comunes/reasit¥doc17657 Acuerdo_para_el Empleo
y_la_Negociacion_Colectiva 2010, 2011 y 2012.pdf

%9 See full text at: http://www.elpais.com/elpaisnaditimahora/media/201101/28/espana/
20110128elpepunac_1 Pes_PDF.pdf
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Government had urged social partners to reach aeeagnt and decided to regulate
unilaterally on the issue by approving a Royal [@edraw on Urgent Measures to Reform
Collective Bargaining in June 20%1Even though the Royal Decree reflected the limited
consensus reached by the trade unions and emplalgersocial partners considered it a
violation of their collective autonontfy.

The Royal Decree Law introduced changes in theststre of collective bargaining
by establishing a series of issues for which nagjon at company level had priority. It
also modified the procedures and timing for rejegtiand renegotiating collective
agreements in order to avoid an escalation of mhrdfhd speed up the process.

The 2012 Inter-Confederal Agreement on Employment
and Collective Bargaining (AENC 2012-2014)

Bipartite negotiations on the reform of collectivargaining resumed in the last weeks of
2011. Some of the principles that had to orierg tieéform were contained in the 2012
bipartite Inter-confederal Agreement on Employmant Collective Bargaining 2012-
2014 (AENC-II)®? This Agreement has to be interpreted as a corttonuaf the one
signed in 2010, though the signatory parties ackedge that changes have happened in
the international context and that these changes lam impact on Spain’s economic
growth and its labour market. Interestingly, therédgment starts with an alert on the loss
of competitiveness of the Spanish economy as dtreshbigh nominal wage increases. It
then asks for an incomes policy pact that woulg helbring the wage evolution into line
with productivity and Eurozone inflation.

The underlying objective of the bipartite Agreememas to bring changes in
collective bargaining and the labour market backo ithe autonomous sphere of
negotiations between trade unions and employemargiions. Failed attempts at reaching
an agreement and the Government’s unilateral regalan 2011 forced the social partners
to agree on the direction collective bargaining tmthove and impede further attempts at
unilateral intervention.

The most important and innovative aspect of AEN@ Helation to AENC I, passed
in 2010, is the explicit demand for the decentedion of collective bargaining within the
framework provided by sector-level agreements. @devel agreements must provide the
rules for coordination and articulation amongstedént levels in the collective bargaining
structure while enhancing the role played by corgdawel agreements. Moreover, the
Agreement obliges collective agreements to inclldes to develop internal flexibility by
clearly distinguishing between its three elemenisges, working time and functions. It
constitutes another step in the attempt to enhameenal flexibility with a view to
safeguarding jobs in the short term, but with aglyaerm objective of changing the
mechanisms for adjusting the labour market and mioee external (numerical) to
internal (functional) flexibility.

Moreover, AENC Il takes into account the worseniegonomic situation by
correcting some of the conditions agreed in AENi@idluding the conditions applicable to
negotiated wages. Finally, AENC Il further opens ttoor to opting out from higher-level
agreements by means of company-level agreementssoles other than wages. This
applies in particular to aspects related to intefleaibility where the non-implementation
at company level of the terms agreed in highertlageesements is facilitated under certain
conditions and following rules arising from constilbns with workers’ representatives.

%0 See full text at: http://www.boe.es/boe/dias/206111/pdfs/BOE-A-2011-10131.pdf
®1 The interview with representative of CCOO and espntative of UGT concur on this aspect.

62 See full text at: http://www.ccoo.es/comunes/reoafl/doc96566_Boletin_Oficial_
del_Estado,_ll_Acuerdo_para_el Empleo_y la_Negamacolectiva_2012, 2013 Y_2014..pdf
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The 2012 Reform of the Labour Market:
implicationsfor collective bargaining

Notwithstanding the successful attempt of the tnamiens and employers to bring back the
reform of collective bargaining into the purview afitonomous negotiations through
AENC I, the Government regulated again unilatgralh the matter some weeks later
without resuming talks with the social partners.imiposing the 2012 Reform Law, the
Government overlooked all the significant innovasoand guidelines for developing
internal flexibility through collective bargainirtpat were provided for in AENC II. This
astonished not only the trade unitnsut also the employers who did not understand the
Government’s reasons for ignoring AENC3I.

The 2012 Reform Law introduced important modifioas to certain areas covered
by collective bargaining. Specifically, the Refoapens the door to unilateral changes by
the employer of working conditions including wagesd reduces the period for notifying
the employee of such changes. Similarly, the engrltnas also been given more capacity
to decide unilaterally on issues related to calectedundancies.

The Law also empowers the employer to regulate imgrkonditions through the
temporary non-application of collective agreemamts number of issues and significantly
relaxes the conditions under which this can happen. instance, the employer can
suspend the application of collective agreementenwthe company registers falling
earnings during nine consecutive months.

One of the most contested characteristics of dbliedargaining in Spain, the so-
calledultra-actividad of collective agreements (the extension of théditglof a collective
agreement after its expiration when trade uniond amployers fail to sign a new
agreement) has been changed by the establishmantwai-year limit for the negotiation
of a new agreement. If no agreement is signedeattid of this period, workers will be
covered by a higher-level agreement and, in theratss of such an agreement, by the
terms established by law.

Finally, the 2012 Reform Law regulates the very omi@nt issue of collective
bargaining. It not only confirms the priority givéa company-level agreements, but also
makes it impossible for higher-level agreementsc&ory clauses establishing their
precedence over lower-level agreements. In othedsyahe reform reduces the regulatory
and governance capacity of sectoral agreementsleeollective bargaining system.

The trade unions condemned most of the contentiseoReform Law as it deviates
from what had been agreed under the bipartite 2@&P-confederal Agreement only some
weeks befor They also criticized the absence of any attemperigage in social
dialogue in the drafting of the reform proposal.eTémployers also censured the Law
because of their opposition to complete deceng&tdin. The trade unions and the
employers thus agree on the need to maintain sg¢@greements, but they differ in their
views about the degree of flexibility to be accatde company-level agreements as well
as about the most adequate mechanism for attaimatdlexibility.®®

By far, the most important impact of the 2012 Refdraw has been on tripartite
social dialogue, which has not been restored shedaw was passed.

% Interview with representative of UGT.

% Interview with representative of CEOE.

% Interviews with representative of UGT and représtre CCOO.
% Interview with representative of CEOE.
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3. Impact of the adjustment on industrial
relations and social dialogue

The impact of austerity measures on industriafticla and social dialogue has consisted
first of all in a crisis of tripartite social diajae and an increase in political and industrial
conflict. The imposition of austerity policies Hasl to several general or politi€astrikes
affecting both the private and public sectors & #tonomy (table 2). More specifically,
there have been three general strikes and onee stifikpublic-sector employees. In
addition, there have been general strikes in Spesifctors such as education and health.
The rise in the number of general strikes of atjgali nature and in working hours lost
contrast with the gradual decline observed in itrtalconflict (see figure 6).

Table 2. General strikes in Spain, 2010-2012

Date Scope Motivation Participants
June 2010 Public sector Against the May 2010 CCOO + UGT + CSIF
austerity package
September 2010 All the economy Against the labour market All trade unions
reform and austerity
package
January 2011 All the economy Against the Social and All trade unions except
Economic Agreement and CCOO and UGT, the two
pension reform largest confederations,
which had signed the
Agreement
March 2012 All the economy Against the Labour Market All trade unions
Reform Law passed in
February 2012

The trade unions and employer organizations hapeesged their concerns about
the negative effects of the 2012 Reform Law ondieelopment of collective bargaining.
As has been mentioned earlier, the Law, unilateqadissed by the Government, ignored
the bipartite Inter-confederal Agreement of Janry2 and its specific guidelines for the
development of negotiations. The social partneréevme that the Law has radically
modified the scenario for the negotiation of cdilee agreement®. The trade unions have
already signified their intention to block the imapientation of some of the Law’s
provisions through collective agreements. While #raployers have not made their
position clear on this point, it is likely that thenewal of collective agreements in the near
future will be characterized by mounting conflict.

As has been made clear in the discussions in selifigdhere is a sharp contrast
between developments in tripartite and bipartitgotiations. While austerity policies have
brought tripartite bargaining to a crisis as a ltesbia lack of consensus on some critical
aspects and, more recently, by the abandonmentegétiations by the Government,
bipartite social dialogue continues to play an ingoat role as demonstrated by the
Agreements for Employment and Collective Bargairsiggned in 2010 and 2012.

However, the vitality of bipartite social dialoghas not impeded an attack on the
collective autonomy of the social partners, as @vigd by the repeated passage by the
Government of unilateral regulations on collecthargaining. The autonomy of social
partners has also been threatened as a conseqiencsterity policies.

7 A political strike is motivated by the trade unsdrdisagreement with government policy and has a-no
contractual origin.

% |nterviews with representative of UGT and représtve of CCOO.
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Figure 6. Number of working days lost (excluding general strikes), 1986-2011
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First of all, the 2011 Reform of Collective Bargaip imposed unilaterally by the
Government, has meant that collective bargainingheho falling under the direct
competence of trade unions and employer organizgtis now subject to unilateral State
regulation. Collective bargaining rights have alsen severely curtailed by the 2012
Labour Reform Law. For instance, the greater sampened up for employers to make
unilateral decisions and to temporarily suspendapglication of collective agreements
constitute a major retrenchment in the exerciseobtiéctive rights. Finally, the abolition of
ultra-actividad (the automatic extension of the terms of a callecagreement when it
expires) and the development of mechanisms for atsopy arbitration have also moved
in this direction and will give the Law a more inmant role in determining working
conditions.

Moreover, the enlargement of the employers’ denisiaking authority has to be
considered in the context of a long-running tremdards increasing decentralization of
collective bargaining. This decentralization harbanostly organized around a clear
division of tasks between sectoral and companytlageeements. But the most important
change introduced in the context of the crisis lbesn the extension of clauses enabling
company-level agreements to opt out from certamvigions of collective agreements.
This extension has led to an increase in the numbessues that can be subject to opting
out and an expansion of the circumstances undechmbpting out can occur. As has
already been mentioned, the argument shared tsottial partners and the Government is
the need to enhance the role of collective barggias a tool for internal flexibility.

One of the most visible impacts of the structudhpistment on collective bargaining
has been the difficulties experienced in renewinliective agreements. This has been
raised by many of the persons interviewed and leas ldirectly linked to the economic
crisis and the expectation of regulatory changewllective bargainin§’

As figure 7 shows, there has been a sudden fatl theeperiod 2009 to 2011 in the
number of agreements signed or renewed. Econonsesccertainly affect negotiating

% Interview with representative of the National Astwiy Council for Collective Agreemetns and représtive of
CEOE, and representative of the Ministry of Laband Immigration.
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dynamics and further evidence is found in the drophe number of agreements in the
early 1990s in the context of another economidscridowever, the size of the recent fall
is remarkably higher, reflecting the large numbércollective agreements that have
expired but have not been renewed.

One of the main reasons for this fall is the exa@at of further changes in the
regulation of collective agreements, pushing emgisyo use delaying tactics so that they
can negotiate agreements under a more favourabldatery framework. Particularly
important to the employers are changesiltra-actividad (the automatic extension of the
validity of collective agreements) to allow agreenseto expirelUltra-actividad has made
collective bargaining somewhat rigid as wage ingesa for example, negotiated in
previous years to meet a certain set of conditfenge to be maintained even when these
conditions have changed drastically. Howevwdtra-actividad has guaranteed employees
better working conditions when negotiations amongsirkers’ representatives and
employers failed to reach an agreement. Finallg, tbsistance of trade unions to a
downgrading of the terms of a previous agreementidc@lso help to explain this
phenomenon.

Figure 7. Number of agreements signed (including renewal), 1981-2011
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Concluding remarks and possible ways
for a revitalization of social dialogue

Tripartite social dialogue in Spain is currentlyden stress after several years of producing
significant outcomes as a central piece of Spail@mocratic system. Since the early
stages of the transition to democracy, it has baekey element of socio-economic
governance and a distinctive feature of industredhtions in Spain. In spite of some
difficult moments, it continued playing a centrale in managing the labour market and
social protection in the years preceding the ctireeonomic crisis. In the middle of the
debt crisis and despite the Government’s austeoticies, it delivered a comprehensive
social pact in 2011, showing that it retained ity to obtain a consensus on structural
reforms even at difficult junctures.

One of the strategic responses of the social partiethe instability of tripartite
social dialogue was to strengthen and develop tiipasocial dialogue at the highest
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levels. This happened in the early 1990s, afterfafled attempts to negotiate a tripartite
social pact to face the economic crisis and theupuno the European Economic and
Monetary Union (EMU) (Molina and Rhodes 2011). Ts$tate-dependent character of
industrial relations and the highly contingent eleder of tripartite social dialogue due to
economic and political circumstances, led the $gmeatners to strengthen bipartite social
dialogue. The latter proved to be aneffective fadleading the adjustment of collective
bargaining within the new EMU framework and consitsa

Recent developments seem to confirm the gap bettmgamtite and bipartite social
dialogue. Not only is there some evident functioddferentiation between these two
processes in regard to the issues they deal withalso they have followed opposite
trends. Its very nature makes tripartite socialodjae right for negotiating social security
issues and, more generally, industrial, environaleahd macroeconomic policies. By
contrast, bipartite social dialogue is more sudafir matters related to employment
policy, labour market regulation, industrial retmis, training. Whilst tripartite social
dialogue is to a large extent subject to the malitivill of the Government (Hamman and
Kelly 2011) and hence more uncertain, bipartiteiadodialogue has proved to be more
resilient to political influences.

No single cause can be identified to explain theetu problems of tripartite social
dialogue. As has been mentioned earlier, it expeed similar difficulties in the context of
the economic crisis of the early 1990s, which wosighport arguments that the lack of
resources for exchanges among social partnersy gaglains the crisis. The change in
government in November 2011 marked a discontinmitthe process of social dialogue,
with the new Government effectively abandoning attgmpt to engage in a meaningful
process of tripartite social dialogue. The Govemirsestand on dialogue thus also helps to
account for the recent social dialogue dynamicSgain.

Furthermore, the legitimacy dimension of tripartitecial dialogue seems to be
particularly important in explaining recent develmgnts. Exogenous pressures to
implement reforms and austerity programmes hawedertain degree reduced the need to
seek domestic consensus and legitimacy. As a coareq of the sovereign debt crisis,
legitimacy as an input as well as an output ofantite social dialogue has been weakened.
As policy actors, the social partners have beeticized by some sections of the
population for their inability to address the coyigt acute problems. Most importantly,
the external imposition of economic and fiscal nuees by a supranational entity (EU and
EMU) and market pressures may have rendered theer@ments’ external economic
legitimacy (reputation) more important than intéreacial legitimacy. As a result, the
Government’s perception of the benefits it can daim tripartite social dialogue seems to
have dramatically decreased. The abandonmentpartite social dialogue has not only
translated into the adoption of policies that heet strong social opposition, but has also
affected future prospects for bipartite social aligle.

The impact of tripartite social dialogue on the tem and direction of reforms
during the current economic crisis has not beemigsificant as it has been in other
periods. Tripartite engagement preceding the agbrof policies on the labour market,
industrial relations, social security, industriaidaenvironmental policy took place by
2011. The only exceptions in this regard were gdneconomic policy and the austerity
packages, on which no social dialogue occurrechodigh only one important tripartite
agreement was reached as a result, the tripaotiialslialogue that took place allowed the
Government to incorporate elements coming out fleendiscussions into its own reform
measures. With the change in the Government in Mbee 2011, tripartite social dialogue
has been abandoned and this has been accomparaeshifyin the orientation of reforms
affecting the labour market and industrial relasion

Regarding the ways for revitalizing tripartite sdatlialogue, two main approaches
can be advanced. The first stresses the needade wnions and employers to enhance
their implementation capacity. As has already bemmtioned, one of the common
criticisms of the social partners has to do witkirttproblems in enforcing the terms of
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agreements negotiated and monitoring their impleatem. This is related to the

organizational characteristics of the social pagras well as to the country’s production
structure which consists mainly of SMEs where wonlepresentation is very limited or

inexistent. The lack of organizational linkagesdars not only implementation (Molina

2008), but also the elaboration of effective peficas it limits knowledge at the peak of
conditions at lower levels. In other words, a ctindi for stable tripartism is the

organizational coordination of the actors involy€douch 1993).

The second approach stresses the need to furtéutionalize tripartite relations.
Even though the most representative trade uniodseamployer organizations in Spain
participate in several tripartite bodies in areashsas social security, training and public
employment services, historically trade unions hademanded the further
institutionalization of social dialogue. A firstegt in this process came with the creation of
the Social and Economic Council in 1991. This tijpa body plays a purely consultative
role for socio-economic issues. Similar bodies halge been created at regional and even
local level. The trade unions’ demand is to reiofoexisting instances of participation in
order to reduce the volatility and highly contingeharacter of tripartite social dialogue.
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