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Introduction

Fernando Rocha

1. THE LAUNCHING OF THE NEW EUROPEAN ECONOMIC
GOVERNANCE

The financial crisis triggered in United Statestbg subprime market and the collapse
of Lehman Brothers spread to the majority of EuespE&nion (EU) countries between
2008 and 2009. This became soon an economic ctigs, a sovereign debt crisis,
which shook the whole Euro zone leading many EU bentountries to what is
generally known as a “double-dip recession,” iisecond dip in economic activity
following the first recession which officially endén mid-2010.

In the second half of 2013, there were slight sighsconomic growth that raised

certain optimism about the recovery of the criSibese expectations proved to be
premature, however, as the economic activity at Hueo zone registered a new
stagnation in the second quarter of 2014, everediirte in countries such as Germany
and Italy. In this regard, there is a growing concern this worsening of the economic

situati?on could lead, if prolonged, to a new reces# the Euro zone (the third in five

yearsy.

The labour impacts of the crisis —particularly ermhs of job destruction, increase of
unemployment rates and of discouragement and drgpmit from the labour market-
have caused a significant deterioration of thengvand working conditions for broad
segments of the population in Europe. This not dmhg adverse consequences at
microeconomic level, on individuals and their faes| but can also weaken previously
stable societies, as opportunities to advancegooa job and improve one’s standard of
living become the exception rather than the“tule

Regarding policy responses, the first two yearshef crisis were characterised by a
coordination effort among the G-20 countries ainagdctively boosting recovery, as
well as implementing the reforms needed to stresigtregulation of the financial
system and increase the credit flow to productaganies. However these goals were
postponed in 2010 by the EU governments, in theewaikhe sovereign debt crisis, in
favour of other priorities such as the recapitéilisa of credit institutions, the

! Sociologist. Fundacién 1° de Mayo (Spain).

2 Eurostat newsrelease indicators125/2014, published on 14/8/2014. Available at
http://epp.eurostat.ec.europa.eu (accesed on €rcigl2014).

3 As example, a report of the International Monefaoynd (IMF) points out that “for the euro areaksi
surrounding the growth projection are tilted to thmwnside. Specifically, the risk of protractedvslo
growth and persistently low inflation is high. Arghould the risk materialize, the effects would
reverberate throughout Europe”. IMF (20M¥fprid Economic Outlook: Legacies, Clouds, Uncetiam
IMF (p.53). Available at http://www.imf.org/exterifaubs/ft/weo/2014/02/index.htm (accesed on
October 10, 2014).

* Torres, R. (Coord.) (2012Furozone job crisis. Trends and policy respondaternational Labour
Organization;



implementation of austerity and budget adjustmaiicies, and the strengthening of
economic governante

The discussion about economic governance has betre@genda for decades, often in
connection with renewed interest in deeper Europe@gration, but public debate had
paid only sporadic attention to this issue. This bhanged however since the onset of
the current crisis, and the topic has now the ifiukrest of academics, policy-makers
and social partners. The reason is that this chas severely shaken the European
Union, highlighting the weaknesses of its econoamd monetary architecture, like the
lack of an economic government able to tackle ecoa@ownturns, or the role of the
European Central Bafik

The New European Economic Governan®EEG) began to emerge in 2010 with the
adoption of a “European 2020 strategy”, which ideld the introduction of the so-
called “European Semester” as a yearly cycle ofopean economic policy
coordination. This was the point of departure faetof initiatives and rules developed
in the following years, aimed to strengthen ecoramd budgetary coordination for the
EU as a whole and for the euro area in particular.

In spite of the lack of a univocal definition, thNEEEG can be considered as the new
manner of how economic policy is made on the Euanpevel (or within the Eurozone)
by self-organisation of self-reflexive interdepentiactors. It contains the new forms
and mechanisms of economic policy’s coordinatiormal as the new institutional
setting. Summarily put, it has been developed ftfinoa complex set of initiatives,
including: (a) new instruments, such the Macroecooico Imbalance Procedure,
“Rescue” mechanisms, and the European Semester guitvth survey; (b) new
agreements (Fiscal compact, Europe 2020, Euro+);R@gtnew and/or stricter rules
(1/20-debt-rule, expenditure rule, min. fiscal effomore sanctions); and a new
institutional setting (Commission and ECB more imaot; Troika; Eurogroup)

The consequence of this chain of events is thabanmely three years, the concepts of
what the EU and the Eurozone need to do to refocon@mic governance have
undergone a radical change, as well as the frankewfopublic action at national and
European levél

2. ACONTROVERSIAL PROCESS

The process of design and implementation of the Eavopean Economic Governance
has been highly controversial among academics;ypatiakers and social partnérs

® Papadoulou, E., and Sakellaridis, G. (Eds.) (201®) Political Economy of Public Debt and Austerity
in the EU Nissos Publications; Theodoropoulou, S., and Watt(2011): Withdrawal symptoms: an
assessment of the austerity packages in EuBpmpean Trade Union Institute.

® Verdun, A. (2013) “The building of economic govante in the European UnioriTransfer19 (1), pp
23-55.

" For a general overview, see chapter 1.

8 For a detailed analysis, see: Degryse, Ch. (20h2)new EU Economic Governanéiropean Trade
Union Institute (ETUI), WP 2012-14.

° Degryse, Ch., and Pochet, Ph. (2011) “Worryingdeein the New European Governance”, in Natali,
D.; and Vanhercke, B. (Eds.) (2018dcial Developments in the European Union 2(K@walsky, W.
(2011):*Unions for a change of course in Europeiods and Europe- an imminent parting of the ways?”,
in Kowalsky, W., and Scherrer, P. (2011) (E@isdde unions for a change of course in Eurdp&Ul.



A first scope of discussion relates to tiagnosis of the crisisThe development of
enhanced economic governance has been justifiettirbg main sets of argumeffts
Two are more at a macro level and reflect the dantiperception of the current crisis
in the EU as a debt crisis and a crisis of competiess. According to this, firstly it has
been argued that a strong austerity police is éssen order to overcome the debt
crisis. Secondly, the growing economic imbalanastsvben the so-called “surplus” and
“deficit” countries in Europe are understood totbe result of diverging developments
in national competitiveness, mainly caused by djirey trends in wages and unit labour
costs. The main policy conclusion defended by theopean institutions is that
downward wage rigidities are an impediment to m@sgocompetitiveness (and thus
employment), particularly in those Euro area cdaestthat had accumulated external
iImbalances before the crisis.

A third set of arguments more micro-oriented haggamed prominence against the
background of the sharp increase of unemploymemhamy European states. These
arguments are based on the traditional neoclasgeal that unemployment is mainly
the result of institutional rigidities in the labomarket; in this regard, the standard
recommendation to address this problem is boodtngctural “employment-friendly
reforms” targeted to increase the flexibility t@ tlabour market institutions.

A second point of debate about NEEG concerns #tutional form andjuestions to
democracywhich it raises. It has been noted that the taat the European Commission
may be given the right to interfere in national gets raises a problem of democracy
legitimacy. Furthermore, it has been highly cr#exl that many relevant decisions have
been taken without having been submitted to pubbasultation or parliamentary
debate, showing a “democratic failure” of the immpémntation of the new governarite
Also, European trade unions have denounced theymdfdeterioration of the tripartite
social dialogue and its replacement by the ungétgovernance of the anti-crisis
policies.

The consequence of this situation is that an irstnganumber of citizens in Europe

perceive their national governments not as thgresentatives, but as those of other
states, of or international institutions, organmas or even private agents (like the
global financial players?.

Thirdly, the content of the enacted policiesnder the NEEG has been called into
question for being too *“austerity-oriented”. The 'EUapproach to fighting the

economic, financial and sovereign debt crisis hesnbbased on a threefold line of
action of fiscal consolidation, financial sectoalstisation and profound structural
reforms (mostly focused on labour markets). Thigraach is reflected in the priorities
set by the Annual Growth Survey as well as in threopean Commission’s country-

specific policy recommendations to Member States

19 Schulten, Th., and Miller, T. (2013) “A new Eurapeinterventionism? The impact of the new
European economic governance on wages and colebtivgaining” in Natali, D. and Vanhercke, B.
(Ed.) Social developments in the European Union 2@SE and ETUI (pp. 185-186).

1 Dewitte, B. (2011) “The European Treaty Amendméatt the Creation of a Financial Stability
Mechanism” European Policy Analysi®® 6. Swedish Institute for European Policy Stadi

12 streek, W. (2014Buying time. The delayed crisis of democratic Gdisimn Verso (pp.156-164).

13 Ccanton, E.; Grilo, I.; Monteaguado, J.; Pierini; &d Turrini, A. (2014) “The Role of Structural
Reforms”,ECFIN Economic Brigflssue 34, June 2014.



The comparative analysis clearly shows that, irctpal terms, European Economic
policy guidelines have been based in the two bagimises of “reform and cut$’ In

this regard, this obsession with cost competitigsnieas not helped a lot to boost a
sustainable economic recovery. On the contrarys iincreasingly accepted among
economists and international institutions thatithplementation of austerity plans in a
concerted way and at an extreme pace in Europad@gsvated the debt and growth
problems of the deficit countries, contributingte sharp increase of unemployntént

Fourthly, another element of debate concerns tipaatnof the new European economic
governance ogollective bargaining system3he comparative analysis shows that the
Labour Law reforms implemented by European govemmeunder the new
supranational interventionism launched by the NEBE®&ye substantially altered the
landscape of the collective bargaining in the Ebktfpularly, in the southern countries).
The enacted measures have targeted not only bargastcomes, by putting direct
pressure on wages, but also bargaining procedurgsubhing more flexible wage-
setting arrangemerits

More specifically, a clear policy goal can be idged in many European governments:
fostering the decentralization of the collectivedagning. Certainly, this is not a new
phenomenon, but in the context of the current £igsibstantial legal changes aimed to
reinforce the decentralization of collective banjag systems have been imposed in
various peripheral countries of the European Unieading to a process that has been
defined as a “frontal assault on multi-employergaaming systems prevailing in those
countried’.

Finally, there has been a rising criticism regagdthe highsocial impacts of the
enacted policiesThe austerity measures and structural reformabafur markets have
led to a profound internal devaluation, based asoanward spiral of wages in the
European Union. This trend has had negative comsegs both at microeconomic
level —due to the decline of the incomes of peopled households—- and at
macroeconomic level, due to the accumulative effaetr the aggregate demand,
leading to the current risk of deflation. Howeveren though there is a growing
awareness about the danger of deflation among thiestneam economists and the
institutional representatives, the link of this lplem with the evolution of wages is
conspicuously absent of the debéte

* For example, see: Theodoropoulou, S., and Wat{2811) Withdrawal symptoms: an assessment of
the austerity packages in Europ&TUI, WP 2011.02; Clauwert, S. (2014he country-specific
recommendations (CSRs). in the social field. Amwew and comparison Update including the CSRs
ETUI. Background analysis paper, 2014.01.

'3 |nternational Monetary Fund (2012)orld Economic Outlook. October 201Qoping with high debt
and sluggish growthIMF. International Labour Organization (201G)obal Employment Trends 2012.
Preventing a deeper job crisit.O.

'8 Schulten and Miiller (op.cit.); Clauwert, S., arah&mnann, I. (2012Jhe crisis and national labour law
reforms: a mapping exercisé&uropean Trade Union Institute; Bernaciak, M.d andller, T. (2013)
“Austerity policies and the changing context of leclive bargaining in Europe”, in ETUI (Ed.)
Benchmarking Working Europe 2Q1&TUI (pp 43-56); Clauwert, S., and Schomann, 2014)
“Deregulation of labour law at any price”, in ET(#d.) Benchmarking Working Europe 2Q1ETUI (pp
59-68).

" Marginson, P. (2014) “Coordinated bargaining inrdpe: From incremental corrosion to frontal
assault?”European Journal of Industrial Relatior@n-line first(published on August, 15, 2014).

18 Janssen, R. (2014) “Europe Does Not Understanéhfiref And Wages”Social European Journal
15/07/2014 (accessed on October, 9, 2014).



Likewise, it is worth noting the significant effecof the budgetary cuts in social
expenditure on the living conditions of broad segta®f the population. In this regard,
the combined effects of the prolonged crisis are dhsterity policies has led to the
deepening of the divergences in employment andakat@velopments across the
Member States, particularly in the Euro zone, alt ageto a rising levels of inequality
and poverty (mainly, in the Southern countrigs)

The implementation of the new governance agendalsasaffected industrial relations
processes, either in the private sector —with @nsgtidecline of the collective bargaining
and the numbers of agreements reached- or in thie pectof’.

Lastly, it is worth noting a sharp rising of thec&d unrest, which has led to an
escalation of the industrial action and mass ptstgarticularly in those countries most
affected by the adoption of the austerity packages.

3. THE “GOCOBA” PROJECT: A BRIEF SUMMARY

Any general assessment about the NEEG must tateagaiount, however, the specific
developments and impacts of its implementationaditonal level. This premise is the
point of departure of the research proje®OCOBA™, supported by the EUDG
Employment, Social Affairs and Inclusjpwhose main findings are summarized in the
present work.

The general goal of this project has been to aealye impacts of the New EU

Economic governance on the national collective &iaigg systems in six countries:

Bulgaria, France, Greece, Italy, Portugal and Spdore specifically, the project aimed

to address four basic issues: (a) what has beeprtwess of implementation of the
NEEG in these countries; (b) what have been thenmaasures of the governance
agenda related to national collective bargainingtesys, in terms of structures,
procedures, and contents; (c) what have been the macial impacts of the

implementation of austerity measures; and (d) wioatd be done in order to improve
economic governance and the role of industriakiaa in its development.

The project has been carried out by five Trade bmelated Research Institutés
Foundation 1° de Mayo (coordinator, Spain); Ingiteor Social And Trade Union
Research (Bulgaria); Institute of Social and EcolwdResearches (France); Association
Bruno Trentin (ltaly); and Labour Institute of Gke&eneral Confederation of Labour
(Greece). The project also has been beneficiated the collaboration of two experts,
from the Austrian Chamber of Labour (Austria) ahd tUniversity Institute of Lisbon
(Portugal?. Finally, it is worth noting the contributions ofarious experts and

% yancheva, A.; Lagneaux F.; Maquet-Engsted, |,;eAnj L.; Arranz, D.; Joseph, E. (2013) “Key
employment and social trends in the face of a ldelgyed and fragile recoverygEmployment and Social
Developments in Europe 201Buropean Commission. Frazer, H., Guio, A-C., MarlE., Vanhercke,
B., and Ward, T. (2014Putting the fight against poverty and social exitasat the heart of the EU
agenda: A contribution to the Mid-Term Review oé tGurope 2020 StrategyObservatorie Social
Européen, OSE Research Papers, n° 15/October 2014.

20 ETUI (op.cit.); European Commission (2018)ustrial Relations in Europe 201European Union.

2 This is the acronym of the projeEtU Economic Governance and impact on National Ctille
Bargaining System@\greement Number VS/2013/0356).

22 For personal references of the researchers iadpbee the footnotes at the beginning of eachtehap
% For personal references, see the footnotes &tetianing of chapter 1 and 6.



representatives of institutions of Institutions audtial partners, who attended the three
international events held in Athens, Paris and M&dr

3.1. Main findings

The detailed findings of the various national répazan be found in the following
chapters. Nevertheless, it is worth highlightingthis introduction some of the most
relevant conclusions achieved.

Democratic deficit of the governance process

The implementation of the NEEG at national levalvgs certain “democratic deficit” in
most of the countries analyzed. The reason is tirtenacted policies have been
adopted unilaterally by the National Governmentthaut have been subjected to an in-
depth debate in the National Parliaments, or ewandang the public debate (as it is
shown by the famousecret letterssent by the European Central Bank to the
governments of Italy and Spain).

For example, in Bulgaria “there was no a prelimjndebate on the new economic
governance and its implementation tools in the tgurThe government joined the
Euro Plus Pact and Fiscal Compact without prioratkelin the parliament and with the
public. It also did not launch meaningful consudtas with the social partners on the
ways for the implementation of the new economicegnance and on how to deal with
its consequences

As for the involvement of the social partners,tlyrst is necessary to take into account
the different views regarding the enacted measuneler the NEEG: very in favor in
general terms in the case of the employers’ orgdiizs, and much more critical in the
case of trade unions.

Against this background, the role of the tripartdéecial dialogue has not been
homogeneous in the six countries. The most commamdthas been the unilateral
implementation of the anti crisis policies sincel@Qwithout real involvement of the
social partners, which has led to the paralysigheftripartite social dialogue (as it can
be stated in Bulgaria, Greece, Italy and S{in

The situation in Portugal is rather different, hesathe process implementation of the
Economic Adjusted Programnie this country actively sought legitimation thgiuthe
involvement of the social partners. It is importémtremark, however, that the largest
trade union confederation, tli&eneral Confederation of Portuguese Work@&TP),
has never accepted entering the game.

4 |n particular, we would like to thanks to the alling people who attended the seminars as speakers:
Savas Rombolis (Panteion University, Athens); Gisutouzis (Panteion University, Athens); Jean Paul
Tricart (European Commission, DG Employment andi&@oAffairs and Inclusion); Jorge Aragon
(Economic and Social Council, Spain), Franciscdld rfUniversity of Castilla La Mancha, Spain);
Ronald Janssen (European Trade Union ConfereneaiioR Gorriz (CCOO, Spain); and Jordi Garcia
(CEOE, Spain).

5 See chapter 2 (p. 40).

% Although in Spain some signals of recovery ofttijgartite social dialogue can be found in 2014.

10



Also it its worth remarking the situation of Franeehere after the political change in
2012 consultation of —or even association with— gbeial partners has become very
institutionalized, with the generalization of thecalled “Social Conferences”

The development of the austerity policies: one ditefor all?

The external intervention carried out under the SEfAs been conducted in the six
countries through a twofold mechanism: the stricoiomic Adjustment Programmes
drawn in theMemorandums of Understandisggned with the national governments, as
it happened in Greece and Portugal (and partiallpain); and the country-specific
recommendations posed to each Member State, angotdithe assessment of their
particular weaknesses and imbalances.

With regard to the contents of the policies, thenparative analysis confirms the
prevalence of the “austerity-oriented” approachedasn a threefold line of action, as
mentioned above: (aneasures of harsh fiscal consolidationcluding reductions in
wages, pensions, health, education, operationarekjure and public investment, and
combined with increases of direct and indirect $axXb) a series aftructural reforms
of the labour and products markets; and (c) measairaed to thetabilization an the
rescue —in some cases— of the financial system

In this regard, it can be said that the implemémnadf the NEEG has follow a narrow
and homogeneous road of “reforms and cuts”, withaktng into consideration the
economic, social, cultural and institutional franoeks at national level.

Nevertheless, it is also worth noting that the gpedevelopment of these policies also

shows some degree of heterogeneity, being the duotdes more strictly subjected to

the external intervention —Greece and Portugalsdhehere the length and depth of the
enacted austerity measures has been higher.

Strengtheningthe decentralization of the national collective lgaining systems

The launching of “employment-friendly reforms”, ach at fostering a greater
flexibility or deregulation of the labour marketsiitutions, has been a shared trend in
most of the countries analyzed. These reforms Hseen repeatedly requested by
various international institutions and the Europeauthorities, but also by leading
national think tanks and employers’ organizationhp argued that one of the main
reasons for the increased impact of the crisis mpl@eyment —particularly, in the
Southern countries— lied in tlexcessive rigiditpf the employment regulations.

One of the specific targets of the structural mef®r has been fostering the
“modernization of the collective bargaining systénisis is a widely used euphemism
that, in practical terms, points to a higher poditipressure in favor of the wage restraint
and of more decentralized wage-setting mechanisitsnately, what is intended to
achieve with this policy is to replace the formestrument of currency devaluation with
the direct devaluation of wages.

" See chapter 4.
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In this regard, although the legal changes addrgghis topic certainly are not certainly
new, they seem to have been reinforced and actadlees a direct result of the new
“supranational interventionism” in the field of wagetting launched under the NEEG,
especially in the peripheral countries (Table 1).

Table 1. Enacted measures related to the collectiiargaining systems (2010-2013

Decentralization of the collective bargaining BG EL ES IT FR PO
Faciliting derogation and/or modifications of firm-level

agreements from sectoral agreements X X X X X X
Suspension of the favourability principle, affecting the relation

between sectoral and company agreements X X

More restrictive criteria for the extension of collective

agreements X X X
Reducing the duration of collective agreements X X

Reducing the period of validity of an agreement after its

expiry X X X
The extension of the possibility for non-union employee

representation to conclude agreements at company level X X

Other measures related to wage-setting
Reform and even removal of legal or autonomous indexation
mechanisms (linking wage growth to prices), setting

productivity as the only reference X

Changes in minimum wages setting/procedures, in

procedures, level and scope X

Cutting and/or freezes the minimum wage X X X X
Cutting and/or freezes of public sector wages X X X X X X

Other measures related to industrial relations
Abolition or diminution of the role of certain (tripartite) social
dialogue institutions, with the government withdrawing from

such bodies X X X
More stringent criteria for social partners organizations
representativeness X X X X

Source: own elaboration based in national reports

The detailed assessment of the legal changes ohdhienal collective bargaining
systems can be found in the related chapters. Mmless, it is worth noting the
opposed views existing in the various countries ragnthe national governments and
the social partners with regard to the justificatamnd goals of these reforms, which can
be summarized broadly speaking in two poles.

On the one hand, it has been argued that the io®uit level of decentralization of the
collective bargaining, along with the excessivedity of the wage-setting mechanisms,
had restricted the possibilities of employers tokka with the crisis through the
reorganization of their productive resources whilaintaining jobs. Hence the need to
favor the priority of the company-level bargainioger the sectoral, and of reinforcing
the unilateral power of employers in the regulatimnthe working conditions (in
particular, with regard to wages and working time).

On the other hand, critics have mainly argued thase reforms are really aimed at
dismantling the characteristic balance of powewbeh employers and employees that
lies in the roots of Labor Law. In short, it hasebaemarked that overall these legal
changes exalts unilateral employer decision in wgrkegulation as a principle of new
labour law, impacting information, consultation amefotiation rights. In this regard, it

12



can be said that the new “supranational interverdin” is leading towards a more
authoritarian model of industrial relations.

Recessionary impact of the austerity policies arthigp deterioration of the labour
market situation

The comparative analysis confirms the recessiomdfgct in the short run of the

enacted austerity policies, particularly in theipleeral southern European countries at
the epicentre of the debt crisis. The reason is nbgative impact of the fiscal

consolidation measures and the induced wage deéi@aluapon effective aggregate

demand, which is a key driver for economic growth the so-called wage-led

economies.

Also, the national reports pose serious doubts seigjard to the success of the structural
reforms in order to boost the transition to an ekpdented growth model as a real and
sustainable alternative to the decreasing intetealand.

The fall of the economic activity has led to a ghdeterioration of the labour market
situation, whose most visible outcome has beendthenatic rising of the levels of
unemployment (with the higher peaks in Greece grarS.

It is important to remark that the profound detaimn of employment caused by the
economic crisis have been aggravated since 20Hialthe unilateral implementation
of the budget cuts and the legal reforms of therddowv.

Furthermore, these legal reforms also have ledrigireg of precariousness because they
have encouraged the massive destruction of ful fiobs, and the creation at the same
time of employment based on atypical contracts fmmery and non-voluntary part
time). In this regard, against the argument that“frexibility reforms” are to trigger a
so called “job rich” recovery, it can be said tHa recovery will not be able to sustain
itself if the new employment that appear boil dowrow paid, part time and insecure
jobs.

Decline of collective bargaining, higher level ofedentralization, plummeting share
of workers covered by collective agreements anaZee of social dialogue in public
sector

The evaluation of the collective bargaining develepts in the current economic
context must face some methodological constraistgsh as: (a) difficulties to
differentiate the specific effects of the legalorafis of collective bargaining systems
from the general effects of the crisis; (b) thershione elapsed since the practical
implementation of the various legal reforms; angdtfe gaps and weaknesses of the
available statistics on collective bargaining &tareal level.

In spite of these limitations, it can be said tthet combined effects of the downturn of
the economic activity due to the crisis and thectathausterity policies and structural
reforms, have caused significant impacts on théecile bargaining developments,
although with a different degree of intensity amaimg countries. Thus, while in France
the European Agenda launched since 2010 seemsvi led “an ambiguous and
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delayed impact on industrial relatioR%"in the opposite extreme would be the situation
of Portugal and Greece. As example, in Greece rdlécal changes brought about in

labour issues over the last four years lead tonaptete deconstruction of the system of
collective bargaining and Collective Employment égments®

The detailed developments related to each countysammarized in the related
chapters, but it is worth highlighting some of thain trends registered:

Firstly, the dynamic on of the collective bargaining in grevate sector has noticeably
worsenedThis is shown by the decline in the number ofemtive agreements, and also
in some countries by the radical fall in the numbkextension decisions of collective
agreements. The consequence of these trends ishthahare of workers covered by
collective agreements has been reduced, or evempéted (as for example in Portugal,
where the coverage rate has fallen to its lowesgtllen the history of Portuguese
democracy?.

Secondly,the process of decentralization of the collectiaeghining has accelerated
through a twofold track: on the one hand, the gsm the number of company-level
agreements, and the decline of the sectoral ohésirhportant to note, however, that
that the weight of company-level agreements in seahworkers affected is usually
quite small, so this trend seems not appear tyéiaa significant effect on the structure
of the collective bargaining, although it may bedurcing indirect consequences in the
employers’ strategies and the negotiation processes

On the other hand, it can be notesignificant increasing of the derogations sectoral
collective agreements at company level, favorednigynew regulations introduced by
the legal reforms of labour law. With regard tostiésue, one important element of
debate concerns to the involvement of the workespresentatives. As example, in
Spain there has been a sharp rising of derogasimiee 2012, which mostly have been
regulated through agreements signed between thiogenp and the most representative
trade unions at company level. The experience aliy Ishows, on the contrary, a
controversial experience launched by the most itapomprivate company, with some
agreements were signed addressing downward dewogatvithout the consent of the
largest trade union confederatién

Thirdly, trade unions have denounced that the legidrm implemented under the
NEEG has launched a radical change towardsctmsolidation of an authoritarian
model of industrial relationswhich exalts unilateral employer decision in wogk
regulation as a principle of new labour law, impagtas above noted to the
information, consultation and negotiation rights.

Finally, the economic and financial crisis has pwustrial relations in the public
sector under strainA stronger scrutiny of the effectiveness andcefficy of public
expenditure has emerged; the role of key stakel®kiech as public sector trade unions
has been challenged and formally autonomous emgdoyath devolved authority,

8 See chapter 4.
% See chapter 5 (p. 122).
%0 See chapter 6.
%1 See chapter 3.
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have been subject to tight financial and managec@itrol from the centre of
government.

Wage devaluation, increasing levels of poverty amdwork poverty, rising of
inequality, and growing social unrest

The internal devaluation based on wage reductianldeen one of the main explicit
goals searched by the austerity policies and stralctreforms launched under the
NEEG, particularly in those countries hit hardesthe crisis.

The comparative analysis clearly showdealine trend of the collectively agreed waged
increases although with different degrees of intensityisitworth noting that in some
countries there was a certain mismatch betweeawblkeition of agreed wages and GDP
growth in the first stage of the crisis, which da@ mainly explained by the “delay
effect” of the collective bargaining. This has beeidely blamed as a proof of the
rigidity of wage formation in a context of economécession. Nevertheless, even if this
temporary inertia of collective bargaining led toetain lack of wage flexibility also it
had a positive effect, namely, to prevent furtheclishe in private consumption and
effective demand the whole economy.

The evolution of thenominal and real gross wagdmeasured as compensation per
employee) has followed a similar downward treimdthis regard, two different periods
can be identified broadly speaking: a first staglkeen there was a rebound in nominal
gross wages despite the consequences of the eaooosis. This specific trend can be
explained to a large extent due to the significd@struction of temporary and low-
wages jobs, which led to a statistical rising o thage levels. On the second stage,
there has been registered a fall in the real gnesges, particularly significant in the
peripheral countries.

The process of generalized wage devaluation hasedaa seriousegative impact on
the living conditions of the workers and householidg also on the effective aggregate
demand at macroeconomic level.

Thus, the rising levels of unemployment, long-tamemployment and precariousness,
combined with the process of wage devaluation athegronegative effects of the
austerity policies, has contributed toianoreased deterioration of the social standards
This has led to a general rising of the inequalityyerty and in-work poverty levels,
which has prompted to a further segmentation angovwerishment of the working
population.

The situation is particularly dramatic in countrlé® Greece, where it is noted that he
policy implemented through the Memorandums ledttaons never known before, as

the depth and duration of the recession and tleeagimnemployment are unprecedented
in peacetim#.

Finally, the growing social unrest caused by thelgimed effects of the crisis and the
implementation of the austerity measures and thectstral reforms has led to an
unprecedented escalation of industrial action aadsprotests (particularly in Greece,

%2 See chapter 5.
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Portugal and Spain). The response of the governimemnteen a tightening up of the
Penal Code and of the repression of the protegs) affecting to the right to strike, as
it have been denounced by the European Trade Woohederation.

Policy pointers: proposals for a change of coursekurope

The Europe 2020 strategyas launched in 2010 with the aim of promoting kma
sustainable and inclusive growth that would helpolga recover from the crisis and “to
find the path to create new jobs and to offer asef direction to our societi€s” Also

in 2010, the European Semester was adopted in todsrsure the implementation and
progress of macroeconomic policy developments &mdtsiral reforms contained in the
Europe 2020 strategy, giving way to the New Eurodeéeonomic Governance.

Four years later, it can be stated that some ohtam goals searched by tE@irope
2020 strategyin fields so relevant such as employment, reseanthdevelopments or
poverty reduction, are far from being achie¥edOn the one hand, the economic
activity in the Euro zone has registered a newrstagn in the second quarter of 2014,
which could lead as noted above to a “triple-diptassion, posing a serious threat to
the expected recovery from the crisis

On the other hand, the combination of the prolonggsls and the negative effects of
the enacted austerity policies have caused a dewagtocial situation in Europe, with

unemployment and long-term unemployment persiséingecord highs, and alarming

rates of inequality, poverty and in-work povertyhigh are putting under stress the
bases of the social cohesion (especially, in thigperal Southern countries hit hardest
by the crisis).

European trade unions have repeatedly demanddtiddast years a change of course
for Europé®. A new path that should be implemented from aytr&@uropean
perspective, taking into account that the Europeeonomy is more than the sum of
national economies, as it is a quite closed econawitii high spill-over effects
(especially the more integrated Eurozone).

Against this background, the findings and conclasiceached by the various national
reports included in the present work, allow us wmse some considerations and
proposals to this debate.

A first point of discussion concerns to theform of the European Economic
Governance In this regard, four changes are suggested tacuhent NEEG byGeorg

Feiglin his contributiof”: (a) to change its logic of neoclassical rule-baaed supply-
side-oriented economics, towards a more demand-spieroach; (b) a further

%3 European Commission (201BUROPE 2020. A strategy for smart, sustainable iactusive growth
Communication of the European Commission (3/3/2010)

% European Commission (2014)aking stock of the Europe 2020 strate@OM(2014) 130 final/2
(p-20).

for smart, sustainable and inclusive growth

% Stiglitz, J. (2014): “Europe’s Austerity Disastei3ocial Europe Journal29/9/2014 (accessed on
October 10, 2014).

% Kowalsky, W., andr Scherrer. P. (Eds) (201rade unions for a change of course in Europe. &t
of a cosy relationshig=TUI.

3" See chapter 1 (pp 32-34).
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democratisation of the economic-policy making atdpean level, with a strong level of
involvement of the European Parliament and the asopartners; (c) to end the
uncoordinated financing of Member States via finanmarkets, without lender-of-last
resort; and (d) in the field of fiscal policy, tlolition of the pro-cyclical, recession-
enhancing 3%-threshold, as it is still the biggasgle problem arising from the actual
governance arrangement (although, a point of medamd long-term orientation for a
viable fiscal policy should be in place).

The need for a change in the economic governansebbkan also stressed by the
European Trade Union Confederation (ETUC). Thus,BERUC signed in 2010 a Joint
Declaration with the other European social partpeisting out, among other aspects,
that “involving social partners in the elaboratiamd implementation of policies

affecting directly or indirectly employment and tals markets all along the different

steps of the European semester is essential watlvidw of taking into account their

position. Social partner consultations should Imeely and meaningful, allowing the

necessary analysis and proposals and fitting widkitision making processés”

In more substantive terms, the ETUC has launclsedliernative proposal for a “new
path for Europe®. Its basic premise is that, in order to ensurastagnable way out of

the crisis, a short-term stimulus plan —as advat&te2009- is no longer sufficient.

According to the ETUC, it is needed a longer-tergrspective to overcome the
deepening difficulties and divisions in the EU. 8ds proposed a plan recovery plan
based on a target of investing an additional 2%0df GDP per year over a 10-year
period. This plan should be aimed at stimulating riacovery of the economic activity
in the short run, and also at laying the groundstf@ transition towards a more
sustainable economic model (including the creabiotlecent jobs).

Finally, it is clear that the room to manoeuvreha national level inside an integrated
economic region like the Eurozone is quiet limitBiedvertheless, a new strategy seems
to be necessary in the countries hit hardest byctises to tackle the trends identified
above, based in a more job-centred approach anmatidg\special attention to the most
disadvantaged groups. If it is not the case, theseguence would be unavoidable the
risk of a further deterioration of the social cabesand a growing social unrest and
disaffection among the population.

A second and particularly controversial elementdebate is related to theew
supranational interventionism in the field of colt¢ive bargaining developed under
the NEEG.

This process raises the question of the tensiomdagt the new regulations and country-
specific orientations drawn at European level, #nedexisting autonomy enjoyed by the
collective bargaining at national le®lIn this regard, the European Trade Unions have
strongly emphasized two points: on the one side, iidtitutions should to strictly
adhere to the principles of the Treaty, by respgctiutonomy of social partners and

% Social Partner Involvement In European Economic é@oance. Declaration by Social European
Partners

39 ETUC (2013):A new path for Europe: ETUC plan for investmenstaimable growth and quality jobs.
Adopted at the meeting of the ETUC Executive Corteaibn 7 November 2013.

“0 For a detailed overview of this debate, see KNl (2013): The new economic governance
arrangements and autonomous collective bargainintpé European UniariMK Studies, n° 30.
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diversity of national industrial relations. On thther, the reforms to strengthen wage
formation systems can be undertaken only througtakdialogue and negotiations with
social partners at national leffel

With regard to decentralization of the collectivardmining, the assessment is not
unanimous. As example, it has been noted that ¢cerdralized collective bargaining
has been a key instrument of adaptive concertentefbn a micro scale, as shown by
the importance of negotiations involving topics @hrange from functional flexibility
to wage flexibility%.

Nevertheless, the comparative analyses clearly shihvat in those countries with
majority of small and micro-size companies -like tSouthern European Members
States— the reforms aimed at encouraging a uralapeocess of decentralization opens
up the risk of a labour market in which the onlglreollective bargaining may take
place in a small nhumber of companies, leading tldl-@per effects of significant
declines of the coverage rates and even of wageitgm

Against this background, the issue here is to wihiebree decentralization should be
expanded and how it should be organized, taking actount the specific frameworks
of industrial relations at national level. In tmeggard, two key proposals arise from the
findings of the present research: (a) the neede&pkhe multi-employer bargaining
arrangements, as a cornerstone of labour marketlatemns in various European
countried® and (b) the reinforcement of the coordination anticulation through the
different levels of the collective bargaining, irder to favor a fair trade-off between the
demands of higher flexibility at company-level, ahé preservation of the substantive
standards established by sector and inter-secteeagnts.

Another element of debate arises frtm role of wagesn the anti-crisis policiesOne
key finding conformed by the present report is thatge dynamics have simply
collapsed in those Member States that have beemmifg the most (as in Greece,
Portugal and Spain).

This process, as noted above, has had negativequersces both at microeconomic
level —due to the decline of the incomes of peopled households—- and at
macroeconomic level, due to the accumulative effatr the aggregate demand,
leading to the current risk of deflation.

Wages should be considered not only as productamt and a price to “clear the
market”, but also as an engine for demand, growthjabs and as an important circuit
breaker in the process of deflation and depre$$iswcording to this alternative view,

the European trade unions have demanded thatWasgeés should grow at least in line
with productivity in all countries in order to pemt purchasing power, but also to

“l ETUC (2014): Statement of the ETUC Collective Bargaining Conwmitbn Country Specific
Recommendations 2014 concerning wages and cobeotiigaining system@une, 4, 2014). Available at
http://www.etuc.org (accesed on October,10, 2014).

2 Glassner, V., Keune, M., and Marginson, P. (2011)llective Bargaining in a Time of Crisis.
Developments in the private sector in Eurogeggnsferl7 (3): 303-321.

43 0On this point, see Marginson (op.cit.).

a4 Lavoire, M., Stockhammer, E.; International Labd@difice (2013)Wage-led growth: an equitable
strategy for economic recoveryalgrave Macmillan.
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contribute to reduce inequalities and gender pgg.giight against increasing poverty,
and prevent social dumping and unfair competitfan”

In addition, public policies aimed at strengtheniegcial security/protection are
urgently required, in order to tackle the dramatiorsening of the social situation
caused by the prolonged crisis and the most negatfects of the austerity policies.

To sum up, the time has come for a significant geaof course in Europe because,
after four years of the launching of the NEEGsitdlear above all else that the current
focus on austerity and deregulation is failing étiver what Europe citizens are entitled
to expect*®,

The reformulation of the European Economic Goveteanvhatever the form finally
adopted, should be based in any case in a furtberodratization of the economic
policy-making, taking into account the role of teecial dialogue—and hence the
involvement of the social partnersas a centerpiece of the management of anti-crisis
policies, at European and national level.

This is an crucial element in a historical junctespecially critical because the crisis,
and the incompetence manifested in promoting a @@dpe outlet thereof at the
supranational level, have contributed to increaspuplic disaffection with the
European project.

“SETUC (2014, op.cit., p. 2).
6 Segol, B.; Jepsen, M., and Pochet, Ph (2014) tForé’, Benchmarking Working EuropETUI (p. 5).
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Chapter 1
The New EU Economic Governance: a critical overview
Georg Feigt’

INTRODUCTION

During the first phase of economic recovery after great recession, the new economic
governance’s main cornerstones in the European rUiiave been established.
Although one might think that the latter had takie@ roots of the crisis into account, or
at least the new active role of governments (sulea@nomic stimulus packages or
tripartite short working time schemes), this was the case. To the contrary, the new
design was inspired by the programme in reactiaheccrisis of 1992/93: austerity and
fostering competitiveness by structural reforms ifhya by deregulating labour
relations).

This time the initiative gained momentum by the ent&inties concerning credit ratings
of Greece at the beginning of 2010. TMew European Economic GovernanbiEEEG)
focused mainly on further restrictions to natioBabnomic policy making. Since doing
so without a major change in the European legmiatwould create several juridical
problems, the reform focused on already existirgiriiments, mainly the so-called
stability and growth pact (SGP). It was followed twe fiscal compact, which was a
new kind of multilateral contract between the mem&t@tes of the European Union
(without GB and CZ) created by European assemhleside the System of European
Legislation. All contractors are obliged to furthesstrict their economic policies,
especially in the field of public accounts, usually changing their national
constitutions. Some member states were not abte-tmance on financial markets at
reasonable conditions, and thus had to find alteiaesources to finance their fiscal
requirements. They were forced by a new interventieechanism — the so-called
Troika — to austerity policies well known from tdF conditionality. Market pressure
was exchanged for political pressure. On top oft,tirew procedures, informal
multilateral meetings, political agreements (e.gqwrdpe 2020, Euro Plus Pact) and
active political communication formed national egonc policies. First steps towards
tighter financial market regulation completed th&BG. The results vary and are
subject to controversial discussions, which evegirb&ith the definition of the term
NEEG.

Parallel to the implementation of the NEEG the Eoree lost economic momentum,
which resulted in a double-dip recession in 201@ntéry to the first recession, a
similar development was not seen in the USA, whiggezconomic policy mix remained
more expansive. As a consequence of the renewedi@en in economic activity, the

Eurozone has not returned to the pre-crisis leeélseal GDP. Even the German
economy as the new role model for the rest of Eeitogs grown more slowly than the
USA. As a consequence, unemployment in Europe resnaery high, and the ongoing
lack of demand led to extraordinary current accaumpluses of the Eurozone as well
as deflation at least in some member states. Fuantire, private and public debt quotas
remained high due to the lack of growth of the demator (GDP).

4" Economist. Austrian Chamber of Labour (Austria).
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This contribution aims to give an overview of thEEG concerning “normal” treatment
of member states, its economic consequences apoggsome alternatives. The main
research interest concerns the question of the memsiates’ room for manoeuvre,
especially in opting for an alternative economid¢iqgyo The article will not provide an
overall assessment, and neither will it contaimaalysis of non-Eurozone-members (as
the NEEG contains less strict rules for them amddégree of necessity for a common
economic policy is lower), nor Eurozone-memberseauritie Troika-Regime, which is
more binding and per definition some kind of speregime. Regarding examples, the
main focus will be on Spain and Austria as somedkof expected range of
interventionism: The former as a big economy onbibkeler to a Troika-Regime and the
latter one as a small economy which is comparatiwell-off regarding unemployment
rate or GDP per capita.

The idea to be tested is that, although the NEE®p(oduces the restrictive economic
policy orientation, the prevailing factor still @ach concrete political decision at least
on the European level. Or to express it in a différway, that there is still room to
manoeuvre, even though the economic policies acilel@ within and enforced by the
narrower new governance framework. To achieveratere economic policies, mainly
alternative political decisions would be requiredt so much another reform of the
European Economic Governance reform — although audform could certainly help.
But as the new as well as the old EEG and theigallilecisions are shaped by the
same economic ideas, there is a need for variditecpbactions anyway.

In the first part of the contribution | will givenaoverview of the new European
Economic Governance after the last reform. PartliXfecus on the NEEG’s economic
consequences. Finally | will draw some conclusiansjuding a brief draft of an
alternative Governance concept.

1. THE NEW EUROPEAN ECONOMIC GOVERNANCE (NEEG) AT A
GLANCE

1.1. Definition and reflexion

Before | will go into detail about the NEEG, | watat clarify what the term contains.
For example Lukas Oberndorf— and sometimes the European Commission (EC)
itself — is referring just to the reforms of the BGhe so-called six-pack and the two-
pack, consisting of seven regulations and one tilneec Others have very broad
definition. Especially the EC in its white bd8klefined governance as “rules, processes
and behaviour that affect the way in which powems @xercised at European level,
particularly as regards openness, participationco@atability, effectiveness and
coherence”. Therefore, the NEEG would the new mawohdiow economic policy is
made on the European level (or within the Eurozdme)self-organisation of self-

8 Oberndorfer, L. (2014): “A New Economic Governarimugh Secondary Legislation? Analysis and
Constitutional Assessment: From New Constitutiasmli via Authoritarian Constitutionalism to
Progressive Constitutionalism”, in: Bruun, N; Léech K; Schémann, |. (Eds.)fhe Economic and
Financial Crisis and Collective Labour Law in Eumgart. (pp 25-54).

49 European Commission (2001)European Governance - a white papeAvailable in:
http://aei.pitt.edu/1188/1/european_governance wWgMC2001_428.pdf (accessed on August 5, 2014).

(p- 8).
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reflexive interdependent actors. It contains the fms and mechanisms of economic
policy’s coordination as well as the new institatb setting.

What the term governance do not contain expliatlg the concrete policy decisions
themselves. To give an example, the basis for E@oprecommendations on the
Spanish fiscal policy as well as the process af fleemation is matter of governance,
while the concrete decision (to reduce the Madstdeficit at least to 2.8 % of GDP in
2016) is not. However, one has to demonstrateth®afinal value as well as the time
limit is a discretional decision or it is a quask@matic result of the new regulation.

Furthermore, from the perspective of a critical gmance approach it is not so clear if
the governance reform does not contain implicitlyeast to a large extent the core of
the policies as wef® Every governance reform itself is subject of itimal political
decisions (constrained by meta-governance) and airpsoducing a certain discourse,
which constrains policies at least in the periogctly after the reform. Furthermore a
new governance always leads to shifts in powetiogls and therefore acts structural
selective>’ To continue the example, although a less resteiagcommendation would
have been possible by the formal governance seitingractice such alternatives have
not even been discussed due to the austerity focus.

If one wants to minimize governance failure, goaece reformers have to evaluate the
specific selectivities resulting of the differenodes of governance. All the relevant
actors must be included, otherwise they will nategut the reform, which weakens the
legitimacy not only of the reform itself, but théuture outcomes as well. To evaluate
pros and cons of certain governance settings, Bilomore specific economic point of
view we have to ask which economic paradigms orcbpsnciples are guiding the
governance reform and which economic actors wiltobengthened by the reform. This
would allow a transparent and informed debate,itgatb a more coherent and more
accepted ways of binding national economic policiess would also allow to draw
conclusions from the long term shift of less birgdprinciples for economic policies
such as the “magical rectangle” influenced by Keyargism to the stricter forms with
less equilibria of interests, which can be obseryed example in the German
constitution>?

It would also allow reflecting on the consequenakthe crisis. For example one of the
prevailing governance constituting principles or turopean level is the assumption
that discretional fiscal policy leads to inefficieautcomes and therefore has to be
impeded by restricting rules such as the 3%-thddshaithough the effectiveness of
countercyclical policies have been proven by thet &d constraining the recession in
2009, the assumption of harming expansionary fipo#ity is still very dominant and
have been inspiring the NEEG. On the other hanthefbasic assumption would have
been that active policy intervention is necessargtabilize the economy in a severe
downturn, the reform should have been driven bydgbestion of how the room to

0 Sack, D. (2009)Governance and Politicslomos.

*1 Jessop, B. (2014Lapitalism and its Future: Remarks on Regulatiooy&nment, and Governance
Available in: http://bobjessop.org/2014/06/11/caligim-and-its-future-remarks-on-regulation-
government-and-governance/ (accessed on Augu&02d,).

2 Cf. Vesper, D. (2013)Wirtschaftspolitische Ideen und finanzpolitischeas®s in Deutschland.
Available in: http://library.fes.de/pdf-files/wise@874.pdf (accessed on July 25, 2014).
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manoeuvre could have been expanded (for exampiechyding more actors to create
more stable solutions or the improvement of matepaortunities).

1.2. Overview of the new instruments and procedures

The core of the NEEG was clearly the six- and W pack, which basic elements have
been made even more binding by the “Treaty on RigbiCoordination and
Governance in the Economic and Monetary Uniontdsednown as the fiscal compact.
While the basic numerical requirements (3%-threstot public deficits in the short
term and the “closed to balance” reference in tleeliom term as well as public debt
level below 60 % of GDP in the long term) remainestjuired institutional changes on
the national level, new sanctions, less possieditior pragmatic decisions, tighter
timetables and a more stringent process shouldagtes that the member states’ fiscal
policies will be further constrained. With the fdcompact (which constitutes a new
way of decision-making as it is a legal construttiutside of the European Institution
setting although created by European intuitiongsuhsions of fiscal policy can even
be brought to the court by every other member stdtis change is quiet strange, as the
Council never has tried to sanction a member state.

From an economical point of view, the most bindfirsgal rule — at least in normal

times — is the “new” so-called “debt brake” intreéd by the fiscal compact. In fact,

this was not really a change, as the old so-catedlium term objectives (MTOs,

introduced in 2004) were quiet similar. Althougte trequirements for member states
with public debt above 60 % of GDP are stricter ndecreasing the maximum deficit
limit from 1 to 0.5 % of GDP, the change has nafpcal significance, as in practice the
self-restriction with the country-specific MTOs wemostly at 0.0 %, with a weighted

average for the Eurozone of 0.2 % of GBRVhat really changed with the NEEG were
three points: First, the reformed SGP containstgamin the form of interest-bearing

deposits of 0.2 % of GDP which can be transfornmedan-interest-bearing deposits if
the council decides to start an excessive defratgdure. Although the “sanction” is a
very soft one, the supposed public pressure reguftom a decision to sanction a
member state could create a strong effect. Sectmal, fiscal compact obliges

contracting states to implement the debt brakeational constitutions at best, therefore
increasing internal pressure to comply. Third, $peed of converging to the MTO has
increased from a structural improvement of 0.5 % asle” (but less in economic bad
times) to “more than 0.5 % of GDP” in the fiscahgoact, which has been interpreted
by the EC as 0.6 percentage paifits

However, during and after bad economic times, ivesy likely that the old 3%-

threshold and the new so-called 1/20-rule are tlstrbinding ones. The new rule
obliges to a reduction of the public debt quoteeexiing 60 % of GDP by 1/20 on
average per year within a period of three years [git three years or within the three
most resent years according to the ECs economiecdst). It can be shown

 Cf. European Commission (2010):Public finances in EMU Available in:
http://ec.europa.eu/economy_finance/publicationsfgean_economy/2010/pdf/ee-2010-4_en.pdf
(accessed on August 20, 2014) (p. 54).

** European Commission (2014%ommission Opinion of 16.5.2014 on the Updated tDBafdgetary
Plan of AUSTRIA C(2014) 3389. Available in:
http://ec.europa.eu/economy_finance/economic_gawery sgp/pdf/dbp/at_2014-05-16_co_en.pdf
(accessed on July 20, 2014). (p. 4).
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mathematically that this rule — at least considgrine exceptions mentioned in the
regulation such as recessions or transfers tolizgalhe financial system — will always
be complied if the debt-brake is fulfilled and #®nomy grow nominally at least near
the long term average. What make the 1/20-rule napbare the consequences of non-
compliance, as the sanction at the end of the psoceuld be the same as in the case of
breaching the deadline to correct the excessivieiled fine of at least 0.2 % of GDP.
But as a fine has never been imposed and remaitikelynin the future, the
consequences of this difference are probably niétgigalthough the new — from a
democratic and juridical point of view problematiadecision procedures increase the
likelihood >®

The last new rule is dedicated to public spending quiet paradoxical from today’s
point of view: As it is very hard to measure exadltle structural deficit and even more
difficult the exact year-on-year-chanfethe expenditure rule was introduced to
operationalize the adjustment path to the MTO. The&ns it was introduced to replace
exactly the rule that was later made more bindiiagtive fiscal compact. Therefore the
new expenditure rule became redundant shortly @eintroduction. Numerically it
holds that the increase of public spending showddobe percentage point below
nominal GDP growth: As public expenditure accouiotsnearly 50 % of GDP, this
would correspond approximately with an improvemaithe structural budget balance
of 0.5 % of GDP. Revenue increasing measures carpeoasate higher expenditure
growth, while decreasing taxes must been recompgdngéurther austerity measures.

Besides the new rules, there have been importargedural changes, which in fact
were made to increase the intervention power ofB@erespectively other European
actors. They focused on public budget's reportitgndards, unified and quicker
processes of budgetary planning, an ex-ante slamed of draft budgets by the EC,
changes in the decision modes, national fiscal ctsifor supervision by non-elected
experts, a regulation to clarify the Troika (butyom 2013, after the programmes in
Greece, Ireland and Portugal entered into forcd)last but not least a weaker form of
Memorandum of Understand in case of new or chamyedssive deficit procedures,
the so-called economic partnership agreements. &Zoimg the latter there is further an
ongoing discussion if the EC should start a newiative to create contractual
agreements to oblige all member states to implestemttural reforms.

The NEEG not only restricted to fiscal policy makimo the contrary, one of its main

aspects has been its extension to all economis.afeafoster an integrated European
economic policy, the so-called European Semesteibkan launched. Starting with an
overall analysis of the European Economy (the anguewth survey), a coherent

process for the coordination of economic policre&urope should follow, concentrated
in spring. Second, in parallel to the excessivacdgbrocedure (EDP) in the SGP, a
“further procedure of competitive restructuring’has been introduced focusing on

*% For example by reversed majority voting, which meethat the commission proposals enter into force
semi-automatically, only stoppable by a qualifiedjonity in the council against the proposal witlin
short period of time.

%6 Cf. European Central Bank (2012Jyclical Adjustment of the Government Budget BaafCB
Monthly Bulletin March 2012. (pp. 102-105); TrugeA. and Will, H. (2012): Die deutsche
Schuldenbremse in der Detailanalyse Available in:
http://www.boeckler.de/pdf/p_imk_wp_ 88 20121.pdfd@ssed on July 20, 2014).

> Wehl, St. (2014, draft versionThe Crisis of Social Reproduction in Spain anddnel — A gendered
international political economy perspective Available in: http://momentum-
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excessive macroeconomic imbalances. This instruncesdited means of potential
intervention in all the economic policy areas ramreg on the national level. Instead of
focusing only on one central indicator as the EBJ(proposed by trade-union-related
IMK in Germany for the current account balarife}he macroeconomic imbalance
procedure (MIP) is much less clear. On the one h@ntbcuses on the so-called
scoreboart, a set of indicators containing public and priveebt, housing prices,
unemployment, current account balance, net intienmat investment position and a
various competitiveness indicators, first of ak tthange of unit labour costs. On the
other hand, the scoreboards results just influégmeanain tool, the country-specific in-
debt-review of countries suspicious of having macomomic imbalances. The
selection as well as the review is done by the §@ng her the power to define the
severe economic problems which must be tacklechemational level, with formally
hardly any chance of resistance by any governnsectal partners or other actors. This
reveals the implicit assumption that 1) problenes mainly country-specific and 2) the
EC’s experts should decide on their own as theywkwhat to do (instead of involving
all relevant actors to reach a more consensualodetic and therefore legitimized
solution). If a severe macroeconomic imbalanceeiteated, a warning mechanfm
starts and the respective government has to takesunes to rebalance the national
economy. If it resists implementing the ECs ecoroadivices, it risks a fine of 0.2 % of
GDP.

Apart from that core NEEG there was the attemmgaeern by political agreements. At
least in theory the most important one was the 12020 Strategy, which should
provide medium-term economic policy priorities (&s legacy, the Lisbon Strategy).
However, in practice it seems less important than éxample the annual growth
surveys short-term priorities. Although the latbould be deduced from the former, in
areas of social policy, the short-term agenda somest even seems to counter the
Europe 2020 Strategy, especially concerning thé gfo@ducing the risk of poverty or
the creation of employment.

Another agreement also headed in that directiometathe Euro Plus Pact of 2011
enforced by the German government. Its nature tieibdescribed by the name of the
draft version “competitiveness pact”. The headstafe or government of the Eurozone
thereby committed themselves to “achieve a new ityualf economic policy
coordination”® which should serve the aim of increasing competitess — as if the
crisis would have been triggered not by financiarkets, unequal distribution and

other factors, but from too high social standanasiéring the economy to grow. It had

kongress.org/cms/uploads/PAPER_Wohl-Stefanie_Tlisisawf-Social-Reproduction-in-Spain-and-
Ireland.pdf (accessed on October 2, 2014).

*8 Horn, G; Niechoj, T; Tober, S; van Treeck, T. dmdger, A. (2010)Reforming the European Stability
and Growth Pact: Public Debt is Not the Only Fact&rivate Debt Counts as WelMK Report 51.
Available in: http://www.boeckler.de/pdf/p_imk_rapcble 2010.pdf (accessed on July 20, 2014).

% European  Commission, DG Ecfin (2014): MIP Platform  Available in:
http://ec.europa.eu/economy_finance/indicators/entn_reforms/eip (accessed on July 20, 2014).
602014 Poland, Austria, the Czech Republic and $iavebgether with the Baltic States constituted the
one fourth of countries without undergoing an ipitheanalysis. From the other three fourth, the EC
excluded the Troika-countries Greece, Portugal, r@ypand Romania and found macroeconomic
imbalances in 14 countries. In Italy, Slovenia @mbatia they were considered “excessive”, while in
France, Spain and Ireland they just require “deeipiolicy action”.

®1 Heads of State or Government of the euro area 1)20A pact for the euro Available in:
http://www.consilium.europa.eu/uedocs/cms_datalgoessdata/en/ecofin/119810.pdf (accessed on July
20, 2014).
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the form of a non-binding political statement, ascluded highly sensible areas such
as labour standards and other social rights andypateas explicitly excluded from the
European Agenda since the Maastricht-Treaty suetege policy. Schulten and Miiller
describe the Euro Plus Pact as the beginning obw ‘European interventionism in the
area of wage policy®® With the discussed so-called convergence and ctitimpaess
instruments or competitive compact(s), there istkineat that further and more binding
obligations will be introduced, eventually followgthe example of the fiscal comp&tt.

As Christoph Degryse points out, this orientatioaswnspired more by ideological
models than real shortcomings, so that “in this We/EU seems to be acting as if the
crisis represents a window of opportunity for imipgsits reforms.®* Furthermore, the
new interventionism brought not only an imbalane¢éween supply and demand side
policies and between economic and social policgeneral, but also a shift of forces
benefitting DG ECFIN inside the EC and the finahaiad economic ministries at the
national level respectively, increasingly takingaae of the formulation of social
policy. Rather than protecting the vulnerable fritra market, the new interventionism
aims at forcing them to adapt to the mafRet.

Other changes concerning the NEEG are new, morkessr informal meetings by

formations of the Eurozone members, with the Ewogrand the Euro summit

probably as the most important ones, where reptatbess of the Euro member states,
the ECB and the EC take far-reaching economic palécisions, marginalizing the role

of the parliaments and largely impeding a broaddalip discussion or reconciliation of

interests. Furthermore, there are ex-ante talksnagetings with preliminary decisions
between the ECB, the EC and the two to four biggestber state¥.

From 2010 to 2013, various forms of “rescue medrmasi have been developed for
member states facing difficulties meeting therarficing needs: After bilateral credits,
there has been the European Financial Stabilisiiechanism (EFSM) together with

the European Financial stability Facility (EFSFading in the end to the European
Stability Mechanism (ESM). Instead of introducingmee kind of common financing

instruments (e.g. Eurobonds), there has been arestyicted support by limiting the

reform to credits in case of emergency. The ush®instruments was decided mainly
by the Eurogroup in liaison with the institutionsrrhing the Troika (EC, ECB and

IMF), leading — from an economical, juridifaland social point of view — to

problematic forms of conditionality.

62 Schulten, T. and Miiller, T. (2013): “A new Europeterventionism? The impact of the new
European economic governance on wages and colebtivgaining”, in: Natali, D. and Vanhercke, B.
(eds.):Social developments in the European Union 2E@IAJI/OSE, (pp. 181-213).

%3 See for example Stierle, St. (201&onvergence and Competitiveness Instrumémailable in:
http://www.troikawatch.net/convergence-and-compegitess-instrument/ (accessed on July 20, 2014).
® Degryse, Ch. (2012)The new European economic governanEdUl Working Paper 2012.14
Available in: http://www.etui.org/Publications2/Wang-Papers/The-new-European-economic-
governance (accessed on July 20, 2014). (p. 73)

% Cf. Hyman R. (2011)Trade unions, Lisbon and Europe 2020: from dreamightmare ‘Europe in
Question’ Discussion Paper 45, London School offBatics and Political Science.

¢ Cf. Rodriguez Zapatero, J. L. (2018):dilema.600 dias de vértigdlaneta.

®" Fischer-Lescano, A. (2014Human Rights in Times of Austerity Policgvailable in: http:/ak-
europa.eu/_includes/mods/akeu/docs/main_report 3fep@f (accessed on July 20, 2014).
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In 2012, the ECB announced its so-called Outrighinbtary Transactions (OMT)
Programme. Without having started, this was endogbring down interest rates and
stop at least the acceleration of the crisis in Eueozone. Although it was a minor
institutional change, it has more economic impaeintthe reform of the SG®.Not
only by these measure, the ECB got a much moreriapiorole in the NEEG than it
have had before the crisis. This has also to db thié last effected policy area of the
NEEG, which is the financial sector, where we haeen at least the first steps to a
more comprehensive form of regulatith.

2. THE NEEG IN PRACTICE

After the first phase of the NEEGs implementati@n,lot of contradictions have
appeared. First, to some extend it seems to bendediir the bigger the perceived
economic problems shaped by the international eoen@ress, the stronger the
pressure to act and the more strictly are the recemdations. Therefore, the NEEG
seems to reproduce and reinforce this pressuresXmstead of diminishing it ex ante.

Furthermore, the NEEG leads to a standardized anogre only on the level of the
single member state instead of starting from g tEuropean point of view. Neither the
European dimension of national policies is a tepwith the consequence of blanking
out possible specific supportive European meastoemckle those problems at the
national level and vice versa. For example if dametemand shrinks due to economic
recommendations such as cutting labour costs nigtinonone country, but the same
demand-depressing programme is applied in all thatries at the same time, negative
spill over effects will be the consequence, cowattng the export-led strategy. The
headlines and the overview of the CSR show cletibt the “reform and cuts”
approach is enacted in all countries, not onlyhie one’s facing massive and pressing
problems.

Second, the implementation of the NEEG was nothm manner of an “openness,
participation, accountability, effectiveness ancheence™ as it should have been
according to the ECs white paper on governanceth&acontrary, the main decisions
were taken outside of the European Semester’s gsaespecially by the Eurogroup and
the ECB, both neither accountable nor open forldipulebate. For example the most
drastic consequences in the field of fiscal polidySpain have not been the specific
requirements in the excessive deficit procedurestFt was the resistance of the
German minister of finance to approve liquiditydecrease market pressure on Greece
without preventive further austerity measures takgnthe Spanish Governmefft;
Second the new interpretation that Spain has toraplish deficit targets and not the
recommended structural efforts at the beginningif2; And third ECB’s secret letter
in 20122 Even though Austria has already stabilized itsliptfinances, there has also
been an intervention by the Eurogroup followed byrdormal letter of the EC.

% De Grauwe, P. and Ji, Y. (2013The Legacy of Austerity in the Eurozonavailable in:
http://www.ceps.be/book/legacy-austerity-eurozaeeéssed on July 20, 2014).

% For an overview see Schuberth, H. (20Bjanzmarktregulierung in der Europaischen Uniofinf
Jahre nach LehmanWirtschaft und Gesellschaft 4/2013, (pp. 509-543).

O European Commission (2001, op.cit.).

"L Cf. Elkaizer, E. (2012)ndecentes. Crénica de un atraco perfedispasa. (p. 106).

2 Rodriguez Zapatero, J. L. (2013, op.cit.). (p.f§48

3 European Commission (2014, op.cit.).
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Furthermore, the decisions on fiscal policy haverberratic. For example in the case of
Spain, the changes of the initial recommendationmprove the structural budget
balance by initially 3.75 % of GDP in the years26fL0 to 2012 have been various: the
effort, the years, and even the method (from stratto non-structural). This not only
increased the political and economic instabilityt was exactly the contrary of a rule-

based policy.

Box 1.17* European discretionary fiscal policy obligations & Spain, 2009-2013

Date Main obligation Meeting Spanish’ central
governments
reaction

spring 2009 improvement of the structural | ECOFIN First  consolidation

deficit (SI) by 1.25 % per year 2010- | (proposed by | measures (KM) with
2012; Maastricht deficit (MD) <3 % | DG ECFIN) the draft budgetary
by 2012 plan for 2010
(autumn 2009)
Nov./Dec. 2009 SI: 1.5 % per year 2010-2013; | ECOFIN (pr. | New KM of 0.5 %
MD < 3 % 2013 by DG ECFIN)

Mai 2010 Further austerity measures Eurogroup further KM of 0.5 %
2010 and 1% 2011

spring 2011 Further measures if economic | ECOFIN (pr. | Immediately none

perspective worsens by DG ECFIN)

August 2011 Immediate austerity measures, | ECB und BdE- | Immediate KM of 0.5

min. 0.5 % presidents %

December 2011 MD 2012 max. 4.4 % Unclear new KM Dec.
’11/Jan. ‘12

March 2012 MD 2012 max. 5.3 % Eurogroup Immediate KM

Mai 2012 MD 2012 max. 6.3 % DG ECFIN Further KM

spring 2012 MD 2012 max. 6.3 %, < 3 % | ECOFIN (pr. | new KM; strict

postponed to 2014; concrete | by DG ECFIN) | obligations to the

obligations for the Sls of 2012, ‘13 regional and local

u. ‘14 (each 1.9 to 2.7 %) levels of
government;
budgetary plan for
2014

spring 2013 MD < 3 % postponed to 2016; | ECOFIN (pr. | Immediately none

concrete obligations for the Sis of | by DG ECFIN)

2013-2016, (whereby 2013 and ‘14

have been relaxed significantly)

Third, the NEEG’s new tools were hardly used. THee been no decision by reversed
majority voting, no new sanctions have been impoaed not even an excessive
imbalance procedure has been started. This creadetrepancy between the threats of

" Feigl, G. (2014): ,Auswirkungen der neuen eurogligs Wirtschaftspolitische Steuerung am Beispiel
Spaniens und Osterreichs®, in: Hagemann, H. andnighardt, J. (forthcoming): Schriften der Keynes-
Gesellschaft, Band 8. metropolis.

S All numbers as a percentage of GDP.
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strict enforcement on the one hand and an unchangedllingness to sanction
deviations on the other.

3. ASHORT ECONOMIC EVALUATION

In economic terms the NEEG did not achieve thenue objective of fostering
economic policies for a strong and stable econateielopment. Probably the main
fault was the narrow focus on austerity and stmattreforms respectively ignoring (or
at the beginning even neglecting) their negatiiects on aggregate demaffdThe
coordinated austerity led to a new recession in22@hrming public finances even
further: Budget deficits only decreased in struattierms and the public debt rose even
faster as the negative consequences on the quetammthator. Due to hysteresis
effects, long-lasting damages going beyond thesseor are likely. Therefore, the
improvement of structural deficit will be destroydsome extent, especially if the cuts
include public investment in productive infrastuwet or education, which should have
the most positive long-term effects on groWAfThis has been the case in Spain.

In fact public investment was in general one ofriast decreasing spending categories
in the last years. In the Eurozone, public investinveas going down from 2.6 % of
GDP in 2007 to just 2.1 % in 2013, while other arkapt rising. The EC estimates that
the quota will slightly drop by 2014. Furthermotbgere are very large differences
between member states. The ones hitting hardeshdycrisis — and from an anti-
cyclical/Keynesian point of view the ones which Wwbbe especially in the need of
stimulation investments — have large drops in pulbivestments (e.g. Spain -2.5
percentage points to 1.5 % of GDP or Greece —lréeptage points), while Germany
remains stable but on a too low level (around 1.6f4sDP) according to recent
studies’®

This is one of the side-effects of a NEEG, whicbuiges on austerity, while it is weak
in coordinating other desired policy outcomes. Thkes of the SGP are far more
important than the priorities in the annual growtinvey, where the public investment is
at least an indirect topic, as the guideline iptosue “differentiated, growth-friendly
fiscal consolidation®. However, the multiplier effects of public revenaied spending
categories never played an important role in tredyars of the commission. Exactly in
areas were the results of diverse economic stuslaadd expect the most negative
effects, the European austerity policy led to ciftsve look for example at the meta-
study of Gecheft, we see multipliers above 1 for public investmertnsumptions

® See for example Baker, D. and Rosnick, D. (2084ijnulus and Fiscal Consolidation: The Evidence
and Implications IMK Working Paper 135. Available in:
http://www.boeckler.de/pdf/p_imk_wp_135_2014.pdfdessed on September 20, 2014).

" IMF (2014):1s it Time for an Infrastructure Push? The Macroeemic Effects of Public Investment.
Available in: http://www.imf.org/external/pubs/ftae/2014/02/pdf/c3.pdf (accessed on September 30,
2014); Cournéde, B; Goujard, A. and Pina, A. (20R8conciling fiscal consolidation with growth and
equity OECD Journal: Economic Studies 1. Available ittpi¥dx.doi.org/10.1787/eco_studies-2013-
5jzb44vzbkhd (accessed on September 20, 20140j]p.

8 DIW Berlin (2013): Investment for More Growth—An Agenda for Germarisure Economic
Bulletin No. 8. Available in: https://www.diw.de/doments/publikationen/73/diw_01.c.425757.de/
diw_econ_bull_2013-08.pdf (accessed on Septemhez(et).

" European Commission (2013)Annual Growth Survey 2014 SWD(800). Available in:
http://ec.europa.eu/europe2020/pdf/2014/ags201gdeaccessed on September 20, 2014).

8 Gechert, S. (2013)hat fiscal policy is most effective? A meta resjms analysisIMK Working
Paper 117 Available in: http://www.boeckler.de/pdimk_wp_117 2013 (accessed on Sept. 20, 2014).
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and employment. It is quiet astonishing that thedi(Ctries to defend its expenditure
focused consolidation strategy and has even aitithe robust results of IMF
economists and others.

Another problem with the European economic poli@suwhe focus on competitiveness
and structural reforms. The basic idea was that Hmh current account deficits
constituted the second pillar of the crisis; andt tthe only way to overcome these
shortcomings would be to gain cost competitiven@dthough former crisis in other
parts of the world have demonstrated that the shekiarising problems from high
current account deficits respectively a highly rneganet international investment
position is right due to the resulting need fortamred capital inflows, the link between
cost competitiveness and current account balascesgther week, especially if focused
only on labour cost4 However, at least since the Euro-Plus-Pact —imrttle longer
run already since the white book “growth, competiiess, employment” from 1993 —
the reduction of labour costs in countries withrent account deficits was probably the
most important policy focus after austerity. Atdean spring 2010, the two basic
premises for the European Economic policy guidslinecame once again “reforms and
cuts”, as the former Spanish prime minister poirtet>

This “obsessiorf” with cost competiveness did not help a lot to bds economies or
at least the exports. To the contrary, this poheg created new and probably more
severe problems. This has to do with the negatifexteon demand resulting of the
“reforms and cuts” approach and the proportionthef European economy. Even in a
globalized world, extra-EU-exports represent omgraximately 12 % of the EU’s final
deman®®. Even if the cuts in labour costs would boost expiis effect hardly can
outweigh the depressing effect of “reforms and "ctisthe 88 % of final demand,
which is domestic demand. As the most importartitigapartners for EU-members are
other EU-members and domestic demand is more ilaupoas total exports even on the
national level, the likelihood of the strategy’sceess in individual countries is not
much better. Furthermore, cuts in labour costs me¢dranslate into decreasing export
prices. Even if they do, the price elasticity opexs could be not high enough to boost
the total value of exports. If we look at the numsheve see that export growth actually
did not increase in most countries. In Spain theraye nominal increase (2010-2013)
were a bid lower as in the time period betweenefifective start of the monetary union
(1999) and the crisis (2008), namely 6.9 % compaoed.2 % per year. In Portugal

81 Blanchard, O. and Leigh, D. (20133rowth Forecast Errors and Fiscal Multiplier$MF Working
Paper 13/1. Available in: http://www.imf.org/extetfpubs/ft/wp/2013/wp1301.pdf (a. on July 20, 2014)
8 Feigl, G. and Zuckerstatter, S. (2018)ettbewerbs(des)orientierund/WW for Europe Policy Paper
2. Available in: http://www.foreurope.eu/fileadmilwcuments/pdf/PolicyPapers/
WWWrforEurope_Policy_Paper_002.pdf (accessed on. 28pR014); Estrada, B; Paz, M. J; Sanabria, A.
and Ux0, J. (2013pue hacemos con la competitividaéiRal.

8 Rodriguez Zapatero, J. L. (2013, op.cit). (p. 36).

8 Cf. Krugman, P. (1994Competitiveness: A Dangerous Obsessknreign Affairs 73/2, (pp. 28-44).

% The usual variable to measure the importance pd®s, the exports to GDP relation, is misguided as
is comparing the total value of exports with jus fidded value created in an economy, were impoets
subtracted. A better comparison is the share obrspn final demand, as all its components addoup
100 %. Unfortunately there is no data availablehie national accounts for the extra-EU-share ddltot
exports, so it has to be estimated. The value 0%l based on the ECs AMECO database and two
assumptions: The first one is that the statistiiffierence between trade statistics and the ndtiona
accounts is neutral concerning the ratio of exdrad intra-EU-exports. Secondly, | assume that Keae
EU-share of services (which is not available) & $hme as for exports.
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export growth indeed was higher (7.6 % compared®.® %), while in Greece the
growth rates dropped significantly (from 8.8 % tdyo2.4 %).

Therefore the drop in domestic demand due to eufsublic finances, shrinking real
wages and falling private and public investmentardy led to a further recession 2012
and 2013, but increased other economic problemshathie European economic policy
rhetorically wanted to deal with: public, privateda external debt quotas, which
increased further. Additionally the first recessilmss of employment could not be
recuperated (in 2013 employment in the Eurozone amis slightly above the level of
2005, which represents a loss of 3.5 % compar&2D@8) and the inflation rate is far
below the ECB’s reference value. Instead of indrepthe “well-being of its peoples”,
the NEEG was the tool to foster a policy leadin@tdecrease in real wages in most of
the Eurozone countriéé. Last but not least this policy, which should dese
macroeconomic imbalances, led to a current acceunpius of the Eurozone which is
the highest in the world in absolute terms, theeefocreasing global imbalances.

In sum, it is likely that the “reforms and cuts’papach at the European level has
brought more problems than solutions. The NEEG thasvay to develop and enforce
this strategy. From a critical point of view ittleerefore important to contrast the actual
EEG with an alternative governance framework thdt fwster alternative policies.
Moreover, if the current economic policy leads tallresults we have to ask to what
extend the actual EEG at least allows for alteweagiolicies and what are the crucial
barriers to policy changes.

4. CONCLUSIONS

The aim to further limit the possibilities for datibns from the neoclassical oriented
European economic policy on the national level haen achieved with the NEEG,
especially concerning public finances. As long les debt brakes are not fulfilled, the
consolidation will continue. However, two contrados have emerged: First, there
have been dissuasions from the rule-based policythen European level with
consequence of a confused discretionary policieglating between extreme rigidity
and relaxations. Second, the announced — and by@hsupported — tax cuts in various
member states will prove whether the European fdiegson stable public finances or
more on an ideological agenda of shrinking theestat

The NEEG’s second pillar “structural reforms” (respvely gaining competitiveness

by decreasing labour standards), has been impddatite Troika-intervened countries,

but less for the others, as the national governsnenwidely irrespective of their

ideological orientation — so far broadly shared tkapply-side- respectively

competitive-focus and therefore not even triedrtace alternative policies. The ongoing
debates concerning competitiveness compacts sitoitdre fiscal compact suggest that
as long as the new instrument is not enacted, @ rpalanced economic policy still

could not be stopped by the NEEG.

But even if a more reasonable economic policy &tipossible, it is clearly not fostered
by the NEEG. As the outlook for the Eurozone ornga&ragot more pessimistic after the

8 Janssen, R. (201Real Wages in the Eurozone: Not a Double but a iBoimg Dip. Available in:
http://www.social-europe.eu/2013/05/real-wageshie-&urozone-not-a-double-but-a-continuing-dip/
(accessed on July 25, 2014).
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weak economic results of the second quarter 20B4unemployment remains high and
the threat of deflation continues, another govereaeform would be helpful to
achieve better economic results.

A first step would be to start from a truly Europegaerspective, or at least from the
higher integrated Eurozotfe Although the name is European Governance, a more
proper one would be European-wide ruled-based matigovernance. Policymakers
have to recognize that the European economy is ni@e the sum of the national
economies, as it is a quiet closed economy witln Isigjll-over effects, especially the
more integrated Eurozone. Such a reorientatiohgd=urozone as a whole would reveal
that the “cuts and reform”-approach is clearlywreng policy orientation in a situation
where all economic indicators hint at a need tasbdomestic demand in the Eurozone:
the levels of employment, GDP, investment and veajes still are below their pre-
crisis-levels; the projected structural deficittjdsl % of GDP; the inflation rate below
1 %; and the current account surplus has reachetlyrza% of GDP.

This overall orientation has to be translated specific policies on the national level.
A far better coordination of economic policies,fshg from surveillance to facilitation,
is needed. The crisis, the ongoing disintegratind eases like France show that the
room to manoeuvre at the national level insiderdegrated economic region like the
Eurozone is quiet limited. This creates the netgdsi create common institutions,
processes, norms and means for economic policyrgakihe higher the common
standards should be, the more coordination wilhéeessary in the long run. Therefore
we need a new governance setting. The actual osiedllgs was formed in the early
1990ies, when the principles of the economic andhetery union were formulated.
This setting was inspired by liberal concepts ofegonance, which give a priority for
free market solutions and tend to restrict policgking to political interventions in
favour of markets and by restricting money supplth the exemption of monetary
policy, economic policy-making remained mainly & hational level with a variety of
national economic governances and only soft forfnsoordination plus some rules
which poses certain limits on the European leveiththe NEEG this limits have
increased significantly by a strengthening of thke4based economic policy approach,
with the tendency to shift the core of economicigyemaking to the European level,
but without further democratic legitimacy.

4.1. Reform proposals for an Alternative European Eonomic Governance

| suggest at least four changes of the actual HHE®@.first one is to change its logic of
neoclassical rule-based and supply-side-orientedauics. An alternative governance
concept can be oriented on the work of John Mayikaghes, who developed some
basic requirements after the failure of liberal gmance in the last great recession.
Probably the clearest expression of a Keynesianef@awnce design was the German
constitutional obligation to achieve a macroecorofmlance, created in 1967 by a
coalition government of CDU and SPDThis law was called the “stability- and growth
law” (which shows quiet clearly the connection wilie EEG). It stated that the aim of
economic policy was to achieve a “magic rectandieSpecially through targeting

effective demand for example by fiscal policy), swsting of four pillars: stable

87 Cf. De Grauwe, P. and Ji, Y. (2013, op.cit.)
8 Cf. Vesper, D. (2013, op.cit.).
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economic growth, high level of employment, pricabdity and an external equilibrium.
In practice, the inclusion of economic agents egtigan the form of social partnership
was another important pillar. On the European lewah alternative economic
governance should be based on a modernized veskithie magic rectangle especially
fostering investment, employment and stable fir@nmarkets. For example Dullien
and van Treeck suggest the four cornerstones rahtevell-being, ecological
sustainability, social sustainability and viableblit: activity:*® Feigl et al. propose a
magic polygon aiming at full employment, quality lofing, stable public activities,
faire distribution, price stability, external batenand an intact environmefitThis
focus could be combined with the international déston on measuring well-being and
beyond-GDP-project$, which still is on the European agenda (but withpriority so
far). Subordinated to this general and long-terewvshould be a medium-term strategy
like Europe 2020 strategy. Next, there should beramon short-term focus.

Secondly, economic policy making must be demoadtitnstead of posing restrictions
to member states as if the economic experts d@Eand the ECB would be the better
national governments, the main focus should beigie policy for the Eurozone or the
EU as whole and only afterwards discussions oroffezationalization on the national
level. In contrast to the actual procedure, all deeision have to be discussed broadly
and then decided upon at least as well by thegmaents — first of all the European
Parliament. Instead of strict rules with sanctioimgre should be realistic ranges for
orientation broadly discussed including the maioneenic agents, especially the social
partners.

The third institutional change proposed is to ehd tincoordinated financing of
member states via financial markets without lermfdast-resort. Although the need has
already decreased by the ECB’s OMT-programme, theah structural arrangement
can aggravate economic problems as financial msatket to react strong, exaggerated
and only if it is too late to act politically. Threduces the possibilities of governments
to act in times of crisis, so exactly when the ety for decisive political action is
extraordinary high. Also bigger own European resesir— for example to support
investment and regional integration — would be epfhl as a better tax cooperation to
strengthen financial power on the national level.

Forth, in the field of fiscal policy, the pro-cycdil, recession-enhancing 3%-threshold
should be abolished, as it is still the biggesglkeinproblem arising from the actual
governance arrangement. However, a point of medamd-long-term orientation for a
viable fiscal policy should be in place. As longthsy are no immediate sanctions for
small and in fact not exactly measurable deviatitims structural budget balance could
serve as such an indicator. The actual problense aiot by the indicator, but it's too
restrictive reference value of (close to) zeroyileg no space for public investment and
therefore creating negative consequences. Howdvaublic investments are excluded

8 Dullien, S. and van Treeck, T. (2012)ele und Zielkonflikte der Wirtschaftspolitik uAdsatze fiir
Indikatoren und Politikberatung Available in: http://www.ratswd.de/download/Rat®WWP_2012/
RatSWD_WP_211.pdf (accessed on July 25, 201413p.

% Feigl, G; Marterbauer, M; Rossmann, B; Schlagér,ahd Schweitzer, T. (2018udgetanalyse 2014-
2018.Available in: http://media.arbeiterkammer.at/PDK/Budgetanalyse 2014-2018.pdf (accessed on
July 25, 2014). (p. 13).

%1 see for example Stiglitz, J; Sen, A. and FitoudsiP. (2009):Report by the Commission on the
Measurement of Economic Performance and Social fessgAvailable in: http://www.stiglitz-sen-
fitoussi.fr/documents/rapport_anglais.pdf (accesseduly 25, 2014).
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from the deficit calculation — as discussed regelnyl the IMF? and being the standard
in economic textbooks for decades —, no legislativenge has to be made concerning
the structural budget balance in the SWP or tleafisompact. In fact, the SWP already
explicitly contain that “the Commission shall alsake into account whether the
government deficit exceeds government investmepemaiture and take into account
all other relevant factor® if a Member State does not fulfil the Europeasdigules.
Although a reform of the SWP would be better, aspnt a more flexible use of the
SWP could serve as a second-best strategy to &caimore balanced fiscal policy.

As the negative consequences of the actual econuoticy can hardly be denied in the
long-run, there is the hope that the dominanceeotlassical rule-based concepts will
be weakened. This is a precondition not only fayogernance reform, but also that
more balanced policies will succeed at the Europesamvell as at the national level.
Increasing public investment and tackling unemplegtby boosting demand should
be on the top of the new agenda. Through the aeatpansionary effect, at the end
this will even help to stabilize public financegjvate debt and last but not least the
European project itself.

92 IMF (2014, op.cit.). (p. 36ff.)

% EUR-Lex (2008):Consolidated version of the Treaty on the Functignof the European Union,
Article 126 (3) Official Journal 115. Available in: http://eundeuropa.eu/legal-
content/EN/ALL/;ELX_SESSIONID=bPFfIxhCGjR1Qch8XQQHcvW1hWkVZIDfmfnQ1p3Dh5pX

sg5G!842326646?uri=CELEX:12008E126 (accessed gn25412014).
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Chapter 2
The New EU Economic Governance and its social impiain Bulgaria
Lyuben Tomée¥

1. NATIONAL MACROECONOMIC/EMPLOYMENT BACKGROUND
1.1. Main macroeconomic indicators

Over the 2006-2008 period the Bulgarian economyieaeld a remarkable annual
growth of over 6%. At the same time however thererewtangible signs of
"overheating" of the Bulgarian economy:

- Gross fixed capital formation increased nearly timoes higher than the rates of
GDP growth and through investments were financadasily construction projects
with no manufacturing function;

- Increase in inventories was 4 times more intensitamn GDP growth suggesting
structural imbalances, while production losses wee most direct evidence of
broken links between producers and their excessadit indebtedness;

- Increased foreign trade negative balance, leadingnstable balance of payments
that is highly dependent on foreign investment iamdittances;

- Rising inflation rendered some manufacturers unaitipe and made them face
the urgency of technological renovation.

The facts above show slackened internal factorescohomic growth in Bulgaria and
"overheated economy" imbalances. That wide rangedafestic issues further
combined with the impact of the external finanataisis bringing about the deep
recession in which the Bulgarian economy has fadlane the beginning of 2009.

The 2009 GDP decline by 5.5% was a product of graiise added decrease in almost
all sectors. The lower volumes of agricultural proibn, industrial output and
construction activities, and the collapse in resthee operations had the highest effect.
In 2010 and 2011 GDP growth rates were 0.4% arféh teBpectively (see Annex®1)

Expectations that the upward drive of the econoroyld continue and accelerate after
2011 did not materialise. Europe's debt crisis distrust of domestic and foreign

investors thwarted the recovery process. Also itelatonomic growth during the 2012

and 2013 quarters was more an indication of a sfadeagnation than a distinct trend of
an upward development.

The sharp decline in foreign direct investment (Fdd a particularly negative impact
on the Bulgarian economy. From EUR 9 052 millior2007 (the unsurpassed peak in
the last 10 years) and EUR 6 728 million in 200@ijrt volume dropped to EUR 2 437
million in 2009 and EUR 1 151 million in 2010 (thevest level in the past 10 years).
The FDI share in GDP of over 20% in the period beefine crisis shrank 5 to 6 times
and over the last four years remained at the r&de436 of the GDP (see Annex 2).

% Doctor Degrees in economics Research Associat®ardtor of ISTUR (Bulgaria).
% All the annexes can be found at the end of thetehna

35



All through the crisis the internal factors for aomic growth had an impact of

disincentive. Gross fixed capital formation collegscatastrophically from +21.9% in

2008 and reached negative values in the followinge years (-17.6%, -18.3% and -
6.5% respectively). Growth in 2012 reached +4%, édnav it registered another decline
of -0.3% in 2013. Internal investment activity waesy weak to compensate, at least
partially, for the lack of foreign investments.

In the first recession year (2009) final consumpfiell by 7.3 per cent and completely
failed to recover in the next years. Squeezed Hmldeconsumption had a negative
impact on demand, hence productivity remained stagnin 2013 household
consumption marked a new drop of 2.3%.

For the time being exports are the main enginénafiteconomic growth with a highest
impact in 2010 (14.7%), 2011 (12.3%) and 2013 (§.98%6r small Bulgaria however
that impact can hardly be taken to be a strategicify in the future. January 2014 data
show exports falling sharply by 10.9% on annuali$aBo ensure sustained economic
growth particular attention should be paid to damesemand while stimulating
investment and household consumption. Underestimatdf the internal factors is one
of the main reasons for the delay of the cohesimtgss. GDP per capita in PPS
represents only 47% of the average EU 28 leveltlaidratio remains lowest among all
member states (Annex 1).

The 2004-2008 policy of budget surpluses undectheency board left about BGN 7.7

billion in the fiscal reserve inherited by the ngwlected government in mid-2009. In

the meantime however, under the impact of the stmesn early 2009, tax revenues
dropped sharply and failed to cover the high exeemrs planned. That fiscal trap led to
a budget deficit of -4.3%, unprecedented in regeatrs. It was a subject of criticism

and recommendations from the European Commisgiothalt situation the government

tried to influence both the revenue and the expgarel parts of the budget. As a result
the deficit steadily declined over the next thremarg (2010-2012), while in 2013,

despite budget updating in the middle of the yst@yed within its regular limits: minus

1.8% of GDP (see Annex 3).

Initially, the policy of fiscal consolidation endged gradual state budget transition to
balanced levels over the period up to 2015-201&-eloruary 2013, after the Fiscal Pact
being signed by Bulgaria, the Parliament adoptesl Rhblic Finance Act(PFA)
effective since early 2014. It contains three magstrictive regulations:

- Annual budget deficit in the consolidated fiscabgmamme (CFP) cannot exceed
2% of GDP.

- Highest CFP expenditures share cannot exceed 4@bBt

- The nominal amount of consolidated government detite end of each year cannot
exceed 60% of GDP.

In compliance with the requirements of that law April 2013 the care-taker
government approved the medium-term budget targmts2014-2016. The new
government in power since mid 2013 updated thosgets already in November the
same year. The medium-term estimate envisages bdedjeit amounts as shown in
Table 2.1.
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The updated estimate shows a slight fiscal poltaft s from consolidation measures
towards steps to stimulate the economy. Envisagdttitd stay within the fiscal
constraints but the change is to follow measured halanced steps for fiscal
consolidation.

Table 2.1. Medium-term estimate of the budget defic

Budget deficit % April 2013 Targets November 2013 Targets
2014 13 1.8
2015 1.0 1.5
2016 0.8 1.1

Source: Ministry of finance
2014 CFP expenditures share amounting to 38% of (PRI estimate) were raised to
39.7%, but still remain within the PFA limitations.

Bulgarian government debt is at one of the lowesels in Europe. The continuous
trend towards smooth and safe growth taking shape the past 6 years will continue
over the next 3 years (see Annex 3). In 2016 theeeted increase of public debt is to
reach about 22% of GDP set as a target. Over tli&-2016 period government
securities issued on the domestic and internatioapital markets will continue to be
the main source of debt financing of the budget.

1.2. Labour market developments

The labour market situation over the past six ydas been determined by several
fundamental factors:

The demographic crisibeginning as early as in the end of 1980s deep@aspacially

in the transition period. It was influenced both &garing immigration outflow of

predominantly young and highly educated and qedifpeople and by delayed
processes of transformation and restructuring ef nlational economy that led to
negative impacts on the living standards of theupsttppn and, consequently, on their
reproductive activity. That situation had lastinffeets on the quantitative and
gualitative aspects of the workforce at the laboarket.

The mismatch between workforce demand and suppdybeen deepening and that
makesthe Bulgarian labour market structurally weakwith a high relative share of
discouraged persons, long-term unemployed and rgeniis that have accumulated
several features of vulnerability. All that ultinet implies low workforce
competitiveness and adaptability to labour marketnges. The failures of the current
education system reform had added effects. On tieehand, the relatively sustained
rate of early high school levers has been constartt, on the other, there has been a
structural mismatch between supply and demanddoupations and practical skills.

Despite all efforts and interventions to lintite informal economy and “undeclared”
employment in particular,they persisted as the most stable segment ofatbeut
market in the last 20 years. That fact reinfordes ¢urrent uncertainty of the real
economic processes and their coverage with ademiatsstical measurements and
indicators. The informal labour market is not onbmpetitively positioned against the
formal labour markets (primary and secondary) bus ialso largely a part of those
markets. Depending on the economic situation, nf@rrinal labour markets manage to
both absorb and drive specific workforce contingaatvards formal labour market.
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The aforementioned features predetermine the loetlef the economic activity, even
in periods of economic upswing. As shown in Annexthe recession deepened the
negative trends in the economic activity, but tharges (within 1-2 per cent) are not
high enough compared to the rates of employmenuaedtployment.

After 2008 the number of employed persons dropgadly and at the end of the

period under review it fell by 426 thousand. Thatjon blow against employment was

devastating for industry and construction: the alisodecrease of employed in those
sectors was by 336 thousand, or about 30%. Muclerigeb losses were recorded in
most service sectors and agriculture. On the dtlaed, the commercial, energy and
water sectors managed to keep on their employneeetd and, in some years, to even
increase employment (see Annex 5).

In terms of occupation the highest employment declias expected, was in the
occupations not requiring any special qualificati@ementary occupations): minus
29% as in a period of crisis low-skilled workerg #ne first to be fired. The decrease in
the number of the skilled production workers andini@e operators (plant and machine
operators, and assemblers) was much lower: 19.29%pldyment rate of specialists

(professionals) increased by 10.6%. Employment tirom the services for the

population, commerce and security (service andssalerkers) was even higher:

16.6%.

The employment structure by status was not affeloyedny serious changes. However,
the decrease in the number of employers was lofnestus 6.4%), while self-employed
declined by minus 14.7% and employees — by minué% 2espectively.

Table 2.2. Structure of the employed by employmerstatus

Employed by employment status 2008 2013 Decline (%)
Employers (in thousands) 122.9 115.1 -6.4
Self-employed (thousands) 259.9 221.6 -14.7
Employees (thousands) 2943.8 2578.7 -12.4

Source: National statistical institute

Overall, the male employment rate before the réasesgas higher by about 9-11% (see
Annex 6). The gender employment gap, however gthdoarrowed down to reach 5-
6% in the age brackets 20-64 years old. This itdgcthat lower employment level was
accompanied by certain gender differences arisiaqy from the high employment
drop in the construction and manufacturing (sectotls strong male presence).

The ratio of regular and atypical employment does provide statistical evidence of
abrupt changes over the past six years (see Annéjo8ever, in 2013, there is a trend
towards gradual increase of part-time employmesitwall as the growing number of
workers on temporary contracts (including tempoeaggncy work).

The Labour Force Survey data (Annex 7) prove theadyc changes in unemployment.
After the level of 5.6% in 2008 being defined bye tkxperts as equilibrium (or
“healthy”) for Bulgaria in macroeconomic terms, safuent recession caused the first
wave of mass layoffs in early 2009, leading to ghbr rate of unemployment at 6.8%.
That trend went notably up in 2010, rising shaply10.2% and reaching 12.9% at the
end of the period. Several features in the unenmpéay dynamics and structure can be
identified:
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- The problem of youth unemployment came to the fafter the years of good
performance (in 2008 the rate had dropped to 12.7%#0)just two years the
unemployment rate within the age bracket 15-24 guinmore than twice and in
2013 it came close to 30%. Undoubtedly young peoee especially affected by
the crisis as they found it increasingly diffictdtfind employment upon completion
of high school or higher education.

- In just 6.5% of cases unemployment can be defiredrietional, i.e. related to
dissatisfaction with working conditions and deamsim change the employer. In
most cases (37.6%) unemployment was caused byftagofl dismissals and for
23.1% of the unemployed - by completion of temppi@r seasonal work (data for
2013). The unemployed seeking their first job hbgen in a difficult situation too.
Their share has been 15.3% of all unemployed. Bjlgichese are young people
seeking realisation in the labour market upon gatida from high school or
university.

- Quality characteristics of unemployed have largaéteriorated. That is a vivid
proof of low competitiveness of the Bulgarian labaoarket. About 30% of the
unemployed have primary or lower education. Thempleyment rate of people
with basic education is 27%, while for those witinpary or lower education it is at
47.9% (data for 2013). Accordingly, the employmeate of such people is
extremely low: only 19.3% for those with basic eatimn and just 9.9% for those
with primary or lower are in employment. In praetiihat means that their chances
for finding jobs on the primary labour market acedv

- As a result of negative labour market trends therestof the registered long-term
unemployed (12 to 23 months) was 21.4%, and ofethhath two or more years out
of work - 35.9%. Thus, already a total of more tba®o of the unemployed largely
lost their work habits and skills, which means tadéptation and reintegration into
the labour market will require more resources aritbrts. The long-term
unemployment rate has risen from 2.9% in 2008 #867in 2013 and it is much
higher for men (8.1%) than for women (6.6%).

- The regional differences in unemployment rates hawkned. These asymmetric
trends cause depopulation of entire regions, cahstass labour migrations abroad
or increased internal labour mobility leading toncentration of the active
population in the capital and several other majioes This is accompanied with all
negative consequences (demographic, social, inficiste, etc.).

1.3. Industrial relations development

At the background of the crisis and austerity measuhe development of industrial

relations in the last years has been marked byadioctions and uneven development,
namely at national level. Industrial relations faseormous domestic and external
challenges. On the one side, Europe 2020 Straieigyup rather ambitious objectives
before each member state in the fields of labowomes and employment, but on the
other — the new economic governance makes thel shaiansion of Europe pointless,

putting under question the national systems fonasqarotection and the progress
achieved so far through social dialogue and callediargaining.

The effect for Bulgaria was new tightening of thestarity policy, urgent initiation of

painful reforms (dismissals, increase of the reteat age) and growth of social tension
and dissatisfaction in the long run. The restretiiscal policy is confronted by the
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priorities to surmount poverty and alleviate tharphsocial inequalities, which means
that there are deep controversies between the amchsnstruments of the policy itself.
There is a clear trend of asymmetry between the@uoa and social dimension of the
policy followed by Bulgarian government, which toakdirection of limitation of the
role and scope of social dialogue and led to cheungéhe processes and content of the
collective bargaining.

2. NATIONAL DEBATES ON THE NEW ECONOMIC GOVERNANCE
2.1. Public debate on the new economic governance

There was no a preliminary debate on the new ecanayovernance and its
implementation tools in the country. The governmmed the Euro Plus Pact and
Fiscal Compact without prior debate in the parliatmend with the public. It also did
not launch meaningful consultations with the so@artners on the ways for the
implementation of the new economic governance andhow to deal with its

consequences.

The government's decision Bulgaria to join the Been pact "Euro Plus" which is

imposing a set of steps to coordinate economicfemahcial policy in the euro zone

member-states and in the countries applying foessgion to it met resistance from both
the left and right wing opposition parties in trerlRiment and distrust by the experts.

The discussions held post factum, including MPs espresentatives of the social
partners showed some differences in the positibosording to some representatives of
right-wing parties in the Parliament, the Pact nsetdwat the poorest countries in the EU
have to pay the bill of the large EU countries &nd bearing also a risk to the country
financial sovereignty. In their views, the EU caot mlecide what pension system to
have, what taxes to pay, what are our income amdtbancrease it. This is a wrong

model, and the country has to protect the nationetest.

Some of the employers' organisations supportedPtne in principle, but expressed
concerns about the ambiguity of the financial cotrments involved with the country
participation in the Pact. The financial burdeneotpd would be unbearable for such a
poor country as Bulgaria is. Joining the "Euro Plpact would take away the only
competitive advantage that Bulgarian economy hasthe lower taxation. According to
the unions, the Pact could strike on the rights hoed labour. According to
representatives of the CL Podkrepa, if we agreé wie Pact, we risk to experience
destabilisation and remain in the EU porch as tiegst country.

The Coordinating Council of the Confederation of ttependent Trade Unions in
Bulgaria (CITUB) issued a special Statememccording to the Confederation the Pact
"Euro Plus" is entering into areas of exclusiveoral competence and responsibility,
such as labour, wages and social protection. Whéee are some positive ideas related
to promotion of competitiveness, employment andrimal stability, the Pact is mainly
oriented towards competitiveness and convergenod, the tools to achieve this
symbiosis are internally inconsistent: high labptoductivity - while at the same time
reducing unit labour costs; preserving the autonaoiithe social partners in collective
bargaining — at the background of pressure on th#ig sector and negotiations on
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wages; free choice of policy actions for each MemB&ate — but recommending
possible package of measures.

Overall, according to the Confederation, the doaunaldresses the constraints and
idolisation of macroeconomic equilibrium and finacstability, and this inevitably
leads to cuts in entittements and wage and pengieaging. The only instrument for
trade union participation, according to the Past, ekpressed in thealling on
governments "taonsult its social partners” when implementing gigant economic
reforms.

The position of CITUB was explicit:

- One-man improvised decision of the Prime Ministeri8ov, without the necessary
preliminary national consultations, both at theitpal and public level, to join the
Pact "Euro Plus" and the European Financial StgbiHacility is premature and
risky action for social stability. There was no gea, no objective necessity or
obligation of Bulgaria to take up such respongypili

- Financial commitments associated with the countrgarticipation in the
establishment of the European Financial Stabilagilty, the result of inadequate
government ambitions for speedy inclusion in ERMsllunnecessary and undue
burden for the Bulgarian citizens, which the Coefadion categorically rejects.

- CITUB will firmly oppose with all legal methods artdade union actions to the
measures and policies aimed at further flexibilsabf labour legislation, reduction
of wages and social benefits (pensions, benefitlswances, and the like). The
Confederation will oppose as well as to the fismaistraints and policies that "tie
the hands" of the government to take appropriateuagent measures in the field of
employment, social protection, education, health @thers.

Confederation will uphold strict adherence to theliqges of the Treaty of the
Establishment of the European Union, including bisreaty, which set as inviolable
national responsibility areas of employment, labanuol social security systems.

The preliminary discussions with the social partrsemvould be importantbecause
some of the commitments question the agreementbedabetween the social partners
in the country, in particular the 2010 Agreement anti-crisis measures, including
pension reform. In particular:

- Commitment to freeze pensions and salaries unti8B20

- Commitment to linking wage growth to only one iratior - labour productivity;

- Commitment to a new pension reform, which obvioysigvides seriously raising
the retirement age - earlier than the already fideddlines in the Agreement of the
government and social partners (2010);

- Commitment to coordination of the tax policies, @hican eliminate the only
competitive advantage in Bulgaria: the record l@nporate tax rates and the flat tax
on personal income (10%), etc.
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2.2. Debates on the Treaty on Stability, Coordinatin and Governance in Economic
and Monetary Union, the so-called Fiscal compact

The debate on Fiscal compact was also conductadamam, after the government, in
the person of the Prime Minister, in principle ablg consented to join the Compact.

Parliament consented to the participation of Buéar the negotiations and signing of
the Fiscal compact, but under certain conditiotested to economic policyAccording

to the Parliamentary position, our country shoudditcorporated into the part of the
Pact, which is related to fiscal discipline, bubgld postpone joining the part which
will oblige the country to consolidate its econorpaicy with other EU countries. The
parliamentarian group of socialists abstained & Woting. According to them, the
Fiscal compact does not solve any vital questiothefcrisis. According to the leader of
the Socialists,We can not support this draft decision. Bulgari@slmot need to hurry
with the ratification of this treaty. This policg & long term one and does not exclude
the possibility to put it on a referendum.

- The Government of Bulgaria has signed the Fiscamn@axt, but with a clear
message that it will accept the terms of tax hatration and financial
commitments to the pact only after its entry ifte Euro zone.

- Parliamentary support for the European fiscal pat expressed by the approval of
two key indicators - 2% budget deficit and theaaif government revenue to GDP
of 35% (after discussions increased to 40%).

- The third element of this fiscal policy of the gowment is freezing all parameters
of the current tax system, provided that the changthe future will be possible
only with a qualified majority vote in the Parliante

2.3. The civil society and social partners’ partigation in the European debate

The civil society participation should be carriedt doy the Council for Public
Consultations which was established in March 2010 as an auyikavisory body of
the Parliamentary Commission on European Affaird Btonitoring of the European
Funds. The objectives of the Council are to adtiieeCommission in carrying out its
functions relating to parliamentary supervision amahtrol on issues related to the
European Union and EU funds. With more than 6§anizations members of the
Commission, including employers, trade unions, NG@sademic institutions and
others, it is clear that the achievement of commuath consensual positions is difficult.
However, the new economic governance was not higthe agenda of the discussions
in the Council.

The lack of thorough parliamentary debate was compated by discussionsrganised
by the European Commission Representation in Bislger cooperation with the
Economic and Social Council of the Republic of Bulg. Discussions were organised
also by some NGOs and academia.

In recent years, the Economic and Social Council (ESC)mprising at parity basis
representatives of social partners and NGOs sedssyued a number of resolutionsn
issues related to the new economic governanceally €013, the ESC adopted a
resolution on the Communication from the Europeam@ission ‘Annual Growth
Survey 2013'. ESC warns that excessive emphasishenfiscal consolidation and
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austerity policies can hinder the implementationtioé objectives of growth and
employment as well as education, science, researdhthe reduction of poverty and
social exclusion. As far as the EU recommendatiothe pension reform is considered,
the ESC believes that the gradual abolition of yeadtirement and alignment of
statutory retirement age for men and women mushitially an issue of broad social
and civil dialogue in the context of a longer-teumsion on the development of the
pension reform in Bulgaria.

Summarising,

- The country lacked a parliamentary debate and wilistussion on key issues
related to the new economic governance and thepearoagenda in general.

- There was a lack of transparency in relation topduicipation of the country in the
EU processes. Decisions are taken quickly, somstinyethe prime minister alone
without previous information and consultation withe Parliament and social
partners.

- Bulgarian Parliament and the Bulgarian public aseinformed in detail about the
commitments on behalf of Bulgaria and their conseges for the country.
Government positions were not discussed broadlyugmaor gained publicity.
Even for members of national parliaments accefiseim was difficult.

- One of the challenges the future implementatiothefnew economic governance
requirements in Bulgaria will face is to conductrencegular and meaningful public
discussion, and particularly with the social pargne

2.4. Form of supranational intervention, the county specific recommendations on
social field

In the framework of the European semester 2013 @wmmission made a
comprehensive analysis of the economic policy dBua. The Commission assessed
its Convergence Programme and National Reform Bnogre and presented an in-debt
review. According to the Commission, despite thegpess made by the government in
the implementation of its budget program, the nmsissing challenges the country
faces remain largely unchanged from 2012 onwairads: labour market, education,
health, business environment, public procuremedtesrergy and resource efficiency.

There are seven Country Specific Recommendatio®RE} in the period 2013-2014,
three of which are on the social field:

- CSR 2 on pension reformPhase out early retirement options, introduce thmes
statutory retirement age for men and women andempht active labour market
policies that enable older workers to stay longeithe labour market. Tighten the
eligibility criteria and controls for invalidity pasions.

- CSR 3 on labour marketAccelerate the national Youth Employment Initigtive
Reform the Employment Agency. Enhance active laimauket policies. Undertake
a review of the minimum thresholds for social sggwontributions to ensure that
the system does not price the low-skilled out eflaétbour market. Ensure concrete
delivery of the National Strategies on Poverty &ma integration.

- CSR 4 on education and healthcar&ducation reform through better aligning
outcomes to labour market needs and strengtherongeration between education,
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research and business. Improve access to inclusikeation for disadvantaged
children, in particular Roma. Ensure effective aax& healthcare.

The remaining four recommendationsncern the preservation of sound budgetary
position, tax collection and combating the infornreabnomy; improving the business
environment and reducing administrative regulati@tselerating the use of EU funds
and strengthening the role of independent reguldiodies and administrative capacity,
particularly in transport and energy sectors.

3. ENACTED MEASURES AFFECTING NATIONAL COLLECTIVE
BARGAINING SYSTEM

3.1. Typology of measures

A brief summary of the main enacted measures kkatecollective bargaining can be
found in box 2.1.

Box 2.1. Enacted measures affecting collective baiming in Bulgaria

Objective Measures
Promotedecentralization of | - Facilitating derogation of firm-level agreementsnir
collective bargaining sectoral agreements
- Since 2011 there are no cases of extension ofctioke
agreements

- Refusal of employers organizations in some
sector/branches to conclude collective agreements

Other measures related to - Recommendation for referring to productivity as the

wage-setting only reference

- Freezing the minimum wage

- Freezing of public sector wages

- Government refusal to increase the minimum sdcial
security thresholds for the sectors in which theiadg
partners failed to reach an agreement (it waslusua
practice in the previous years)

Other measures related to - Diminishing of the role of tripartite social dialog
industrial relations institutions — National Council of Tripartite Coap&on
developments — the government has taken unilateral decisiongustd

informed the social partners

- Breaching the national agreements (on pensionmgf
and taking unilateral decisions

- More stringent criteria for social partners orgatien
representativeness

@)

r

3.2. Impact on the social dialogue at national, sewral and branch level is
developing unevenly and contradictory.

On several occasions during the period under revigade unions or employers
withdraw the National Council for Tripartite Coop&on (NCTC), because:
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- The government took unilateral decisions on a rarigsesues, incl. freeze on public
sector wages, breach of obligations under Eekenomic and Social Development
Pact 2006-200%in 2008 and 2009);

- A breach of Agreement on pension reform (in 2011);

- The introduction of requirements to disclose infatimn about the incomes and
property of social partners leaders (employersrasgdions, in 2013);

- Due to ineffective social dialogue (CL Podkrepa?2@i3).

The social partner opinions were undermined andcoasidered in many cases. The
government has taken unilateral decisions andinpistmed the social partners. The
decisions related to the new economic governange hat been consulted with the
social partners as well.

The lack of effective and fruitful tripartite sotidialogue and the imposition of
unilateral decisions by the government ledingreased autonomous dialogue of
employers and trade unions at national level

In 2010, the social partners signed two autonommai®nal agreements on telework
and home working and agreed relevant legislativengbs providing the labour and
social security rights of home workers and distanitkers (teleworkers).

In late 2012 and early 2013, the social partneld hegotiations and signed agreement
on proposals for social security system reform,roapment of the social dialogue and
development of industrial relations.

However, at the end of 2013 and beginning of 20h4, of the employers' organisations
—the Bulgarian Industrial Association (BIA)- unexpedly attacked the labour

legislation and collective bargaining with a packaj 28 proposals under the motto of
“reducing the administrative burden on businessesd)ich actually represents an
unprecedented attack on labour and social rightsaskers and undermines the future
social dialogue and trust between social partners.

3.3. Trend of decentralisation of collective bargaing

The trend of decentralisation of the collective daaming is observed since the
beginning of 2000 but it is further accelerated ttuausterity.

- In some branches it is grounded on the objectingason — lack of employers
organisations or not enough powerful trade unions

- The refusal of sector/branch employer organisatiorenter into negotiations using
as an excuse the financial constrains

- Changes in outcomes of collective bargaining — igioms related to employment,
training, social benefits instead of wage increases

Enacted measures related to collective bargainiygtems
- Tightening criteria for social partners’ represénteness - Pressure on the social

partners (expressed in an attempt, though disguisdinit their influence through
the introduction of more stringent criteria for Ebgpartners’ representativeness.
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(Consequently, two employers' organizations haenkexcluded from the national
social dialogue, and others were also endangered)

- Freeze of the minimal wage (2009-2011)

- Freeze of salaries in the public sector

- Mass lay-offs and new pay system in the public aistration without meaningful
discussion with trade unions (public servant do hnate the right to collective
bargaining and strike)

- Cuts in public expenditures and freeze the fundsdaoial assistance

- For the first time were used opt-out clauses rdlapewages (payment of minimal
wage, the rest amount is due) — construction, macHiuilding, retail trade,
branches of the light industry, etc.

4. SOCIAL IMPACTS ON WAGES, INEQUALITY AND INDUSTRI AL
RELATIONS

4.1. Collective bargaining on wages

The analysis of the content and consensus reachedei collective agreements at
various levels in times of crisis gives the oppoity to draw several general
conclusions:

- The chances to negotiate new, higher levels of wage narrowing down and the
compromises in the sectoral and company negotsaoa on the increase;

- The social partners, albeit with some difficultyycseeded in keeping the basic
arrangements and limits from the earlier negotiatygcle;

- There are trends towards deregulation and decksaitiah of collective bargaining
(denial of automatic tiers for wage indexation, lempentation of open clauses,
growing importance of collective agreements at camydevel);

- In many cases the "trade-off" effect comes intg/pleegotiation of measures in the
field of employment, education and training, hojislaand working time, new
benefits and more, at the cost of withholding whayels (where a breakthrough is
very difficult to make).

These general findings concerning the process ldative bargaining on wages have
been heavily influenced by the European policiesl@fentralisation of negotiations,
non-use of automatic income indexation schemesdliakithg wage increases to labour
productivity growth only.

An additional negative impact was exerted tayo EC recommendationsnder the
European Semester, which in turn resulted in theirigs of the in-depth reviews under
Regulation (EU) No 1176/2011 on the prevention andection of macroeconomic
iImbalances:

- EC recommendpreventing further rapid growth in labour costs perit of output,
measured by th&ominal Unit Labour Cost Index (NULCIYHigh labour costs
growth above the agreed levels" was initiated i672(19%) and reached its peak in
2009 (38.5%). Since then the trend went down. Amadter of fact since 2012
Bulgaria stayed below the admissible limit (12% h@n-Euro area countries): 9%
in 2012 and 6.8% in 2013.
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- According to EC in times of crisis thminimum social security thresholds (MSST)
for part of the economic activities have risen asmably The assumption is that
the bipartite negotiation system created to combdeclared employment may be a
practical burden for workers in some regions andldav-skilled segments of the
labour market and may dramatically cut their charafeemployment.

These recommendations were introduéest, in the government policy of "income
freezes”,second,in the refusal to carry out government determimatod minimum
social security thresholds MSST when the outcomapdrtite negotiations is void, and
third, in refraining to continue the practice of extemsiof sectoral collective
agreements to all enterprises in industry.

4.2. Wage developments

Overall these measures slowed down the processmoinal and real wage growth. The
data in Annex 9.2 show average wage increase (AWdughout the period. However
that was largely due to the dynamic changes insthecture of employment and the
method of calculating the average wage. Compainissreleased unskilled workers,

which are low wage workers. Thus those remainingmployment formed higher AW

levels without receiving individual wage increas€bat is an artificial statistical effect

observed at all levels of estimate - from entegyrisranch, and sectoral to national
level.

The nominal growth of 26.5% of the average wag20@8 gradually decreased over the
next three years, while an upward trend took shapie last two years: 6.6% and
10.4% increase at annual base respectively. Integals the average wage increases
over the years were mainly due to lower levelswarage annual inflation: a fact that
was largely determined by the recession and thingga consumption.

It is worth mentioning, that certain industries asttors however were not affected by
the recession or by that artificial effect. Thewlhe enjoyed actual growth in wages,
even when the number of employees increased. Examplthis respect are: the IT
sector, the pharmaceutical industry, the paper stmguwood processing, and some
branches of engineering.

Typical for Bulgaria is the high wage different@tialong the line of occupational class
and branch/sector. According to Eurostat data 27%arkers in the country arl®w
paid, with wages below 67% of the median. That indicatets Bulgaria among the
three countries with the highest proportion of lpaid workers. During the period
under review the differentiation between the lowassl highest average wage across the
individual sectors and industries has increaseat Tridicates a high degree of labour
income polarisation, implying deepening social ueddies. The ratio between the
lowest AW (at BGN 398 in "Buildings and Gardeningr8cing") and the highest AW
(at BGN 2561 in "Manufacture of coke and refinetfr@eum products”) was 1: 6.4 in
the third quarter of 2013. In comparison with earliperiods such cross-sector
correlations between AW minimum/maximum amountsaiaed within the ratio 1:5,
1.6.

As far as the AW level (EUR 413 in 2013) is coneelnBulgaria continues to rank last
among the EU-member states. That position is caomgéed by its AW in purchasing
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power parity (PPP) compared to most EU countriesekample, it represents 25% of
the average wage (PPP) in industry and serviceGarmany, 26% of that of the

Netherlands, 31% - of Finland, 41% - of Malta af®d- of Portugal (Eurostat 2011).

The low level of labour incomes in Bulgaria canoalse seen in the share of
compensation of employees within the GDP: for alperiod of time that proportion

was in the range of 35-38% and it was only in 2018 it exceeded 40% (see Annex
9.3).

In line with the officially declared policy of "immne freeze" the minimum wage
remained unchanged at the level of EUR123 for twerand a half years. Then off 1
September 2011, under a strong pressure from dlde tnions, it was raised in several
steps to EUR 174 at the beginning of 2014. Nonefislts ratio to AW remained at
very low levels throughout the period and was 38i@%013. The MW in Bulgaria is
one of the lowest in the EU (only Rumania has loMW — at EUR 157.50). The
minimum wage in purchasing power parity is very laa well representing: 25% of
MW (PPP) in Belgium, 26% of that in Ireland, 32%tbét in Greece, 35% - in Malta
and 47% - in Portugal.

4.3. Social inequalities and poverty

The crisis and the measures undertaken to freezemies have deepened social
inequalities and ruled out the chance for nearly ¢fathe population to get out of the
trap of poverty and social exclusion.

Over a long period in the 199@% Gini-coefficienthad remained 25-30%, but over the
past five years it was already in the range of 8% 3&nd reached the highest levels in
EU, along with Romania, Spain, Greece and Portyge¢ Annex 10). Unpopular

measures heightened income differentiation and ntadepoor poorer and the rich

richer.

Income polarisationbetween the 20% poorest and the 20% richest laaplghisen. In
the period of 2002-2006 income quintile share ré880/S20) was in the range of 3.6-
5.1 times. Later on it permanently settled withie tange of 6-7 times (see Annex 10).
By that indicator Bulgaria is again in the groupcolintries with the highest degree of
income polarisation between the rich and the poor.

Bulgaria is among the countries where tisk of poverty or social exclusion of the
populationis above the average for the EU (see Annex 103oAting to the EU-SILC
survey in 2012 the proportion of people living iovprty or social exclusion was 49.3%
- the highest level for the country in the peridd®008-2012 and the highest in EU. For
young people aged 15-24 the proportion is 51.3 fandge group 15-29 it is 48.7%.

People livingat risk of poverty(i.e. monetary poverty)are 1,558 million or 21.2%.

The following groups are at highest risk:

- By age: those from 0 to 17 and 65 and above - 28.2%

- By types of households: two adults with three orendependent children (61.0%),

single woman in the household (55.8%), and a sipgkson in a household aged
over 65 (55.1%);
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- By economic activity: unemployed (48.5%), peoplekseg work (31.3%), retired
(26.2%),"working poor"(7.4%).

Bulgariansliving in material deprivationare 44.1%, or 0.5% increase as compared to

the previous year. The percentage of people liuingnaterial deprivation is 45.5% for

those aged 15-24, while for those aged 15-2948{%.

4.4. Main indicators on the industrial relations derelopments

The experts evaluation arollective agreements coverage based on the changes in
the number of signed collective agreements, theoappately numbers of the covered
persons and the employees total number. In this @esindicator for a coverage rate is
influenced rather by the number of the employeas the other factors which play not
such significant role (the number of the concludedlective agreements and the
approximately number of the covered persons remeliatively stable). Data from
nationally representative empirical studies, howeskow a significantly lower degree
of coverage of employees by collective agreemebhtdov 30%), which can be
explained by the low level of popularity of the pess of collective bargaining in the
public.

Table 2.3. Collective agreements coverage rafm %)
2008 2009 2010 2011 2012
30 32 35 38 29*

Source: Experts evaluation — ISTUR of CITUB
*Data from National representative survey “Workaadite-index” (ISTUR of CITUB)

The explanations about the changes in the collecyreements coverage are valid as
well for thetrade union density As a rule, when having a higher employment rage (
we have had it in 2008) the relative share of tadd union members is lower. When
the number of the employees in the national econdetyeased the trade union density
has increased because the majority of the dismessedot trade union members. Data
from sociological studies show slightly higher umidensity (about 21-22%), but
generally the downward trend of the trade union fmenship is continuing.

Table 2.4. Trade union density (number of trade uran members to the number of
all employees — in %)

2008 2009 2010 2011 2012 2010 2012
16.9 17.3 18.9 18.9 19.0 21.2* 21.9*
Source Experts evaluation — ISTUR of CITUB, *Data from thteal representative survey
“Work-climate-index” (ISTUR of CITUB)

5. SOCIAL UNREST ASSOCIATED WITH AUSTERITY MEASURES AN D
STRUCTURAL REFORMS

5.1. Labour conflicts

Among the main reasons for the protests and stiikesany companies in recent years
are:

- Unpaid wages for months and even years (long ggiroblem, but aggravated by
the austerity policies)
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- Mass lay-offs, in some cases liquidation of the pany (Kremikovtzi)

- Restructuring or privatization (Bulgarian railwaysg companies in the metallurgy,
mining, military-industrial complex, health careplBarian academy of sciences,
Bulgartabak, Bulgarian posts)

- Claims for higher wages and budget allocations l(heeare, social assistance
agency, police, prisons and places for detention)

5.2. Mobilisations against austerity policies

Public protests, rallies and demonstrations orgahizy trade unions against austerity
measures imposed under the European Semester.

Two separate demonstrations were held by the twgesh unions in the country -
Confederation of Labour Podkrepa and CITUB in JR8@9, which aimed to express
the workers concern about the crisis and its impacemployment and income. Along
with this, the CITUB presented its demands to theire government in view of the
upcoming parliamentary elections.

In Bulgaria, as in many other European countriedeurthe austerity policy and new
economic governance the government undertook amedd the pension system, whose
proclaimed goal was to create financial sustairngtof pension funds. The trade unions
strongly resist attempts to make changes to sucimaortant for every Bulgarian

citizen system without dialogue with the socialtpars. CITUB held a national protest
in October 2010 under the slogan "No to pension laeath reform that cut people
rights". The protestors opposed to government ptansxtend the required period of
insurance by three years. The protest gathered thare15,000 union members, young
people and seniors. As a result of the protest tret@ms were carried out with the
social partners and an Agreement providing thatinlceesasing of the retirement age
will start from 2021.

Under the pressure from the European Commissionimmdsponse to the country-
specific recommendations under the European Semeste2011 the government
violates the signed agreement on pension reform @exded to start since the
beginning of 2012 increasing each year the insigrgreriod and retirement age by one
year, and to take certain measures with respeeatiy retirement. In response to that
unprecedented undermining of the social dialogua lack of respect of the social
partners, in November 2011 CITUB and CL Podkrepditized over 35,000 union
members and citizens of Bulgaria to protest agajosernment plans and the violation
of Agreement. The unions demanded a broad discussid implementation of reforms
only after achieving social consensus. Though ootpietely, the government retreated
and adopted a decision to increase the retirenggnhat by one year but by 4 months
each year until it reaches age 65 for men and @8syfer women. In the area of pension
reform the battle is forthcoming, as the countrgefic recommendations insist on
levelling retirement age for men and women at Gye

In November 2013, at the eve of the adoption ofsthée budget for 2014, CITUB, after
discussions of the budget in the NCTC, organizeutadest against restrictions in the
budget and continuation of a policy of austeritythe name of fiscal stability. CITUB

strongly opposed to the way of distribution of ne®es in terms of the macro
framework. The Confederation criticized the draitlget in terms of: lack of concern
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for the public companies, NEC and Railways; thes dntthe budget of a number of
ministries. According to the union, measures fadatpg the uniform cost standards are
insufficient. The main concern of the union is thek of the necessary social measures
for employed Bulgarians, particularly for the wagi poor. In this regard, the
Confederation calls for tax-free minimum floor up BGN 400. Other demands are:
freezing the retirement age, at least 10% incre@gbe salaries in the public sector,
legislative changes to criminalize non-payment adfial security contributions by the
employer, guaranteeing the rights to associatiofiective bargaining and to strike.
Some of the demands of CITUB were taken up inithed f’ersion of the budget.

5.3. New social movements

The civil protests in the country intensified irspense to the deep economic, social and
moral crisis. At the same time, there is an unptented confrontation and division of
citizens who support or oppose the government.

2011 was marked by protests against the banks ighdirfiterest rates on loans. In the

autumn of 2012 protests against government polieyewalmost continuous, but not

particularly massive, representing different clasgarmers, greens and mothers with
children, disabled patients, police and militargngioners and young people ... In many
cases, they were organized by the opposition jgartie

The protests launched in early 2013, were econdiyicetivated: Bulgarians rose in

revolt against the monopolies. Spontaneously tedian many cities throughout the
country the protests were against the unbearabtereity bills that exceeded by 50 to
100% that in the previous winter season. Disconterg mainly focused on the Czech
company CEZ. The discontent with the monopolies wasslated also in discontent
with the government. Street unrest led to the redign of the government in February
2013.

The protests that started in mid-year, almost imately since the election of the new
government, were politically motivated - againsé thovernment and the oligarchy.
They were massive and daily and continued untilette of the year. The main demand
was for the government's resignation and a new Imhora politics and more
transparent policy decisions. In October they weirged by students who occupied the
largest university in Bulgaria and attempted toupgcalso other universities. Protesters
set demands for citizen participation and empowatroéthe people.

Protests in Bulgaria, as in most countries in tloeldvin recent years, are related to the
lack of ,real democracy”, with the growing awaresi¢lsat austerity policy pursued in
recent years, does not meet their agenda. The afighe people in the streets is an
expression of frustration with politics and lack tafist in politicians from across the
whole political spectrum. This clearly indicatescasis of political representation
related to the political system that is deaf tortkeds and attitudes of ordinary people

The profile of the protestors also changed. Thesenat only traditional protestors -

trade unions, farmers, pensioners, representatdfethe middle class and young
working people also joined the protests.
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Expanding also is the framework of the protestdhie- daily blockage of streets and
headways, blockage of buildings, happenings, ate.adso an integral part of the
protest. The worst part is that in many casesptbtests have gained extreme and tragic
forms - hunger strikes and self-immolations as»gression of the lack of perspective,
were also part of protests in the country.

The protests were primarily against the governmémtghe lack of transparency and
accountability of politicians, the accretion of thiggarchy and the politics, the rampant
corruption and the lack of adequate economic andak@olicy. They were an
expression of the great anger gained over the yagenst the arrogance of the ruling
class, against the thefts, against the demonsraticompetence of entire institutions
and the carelessness of officials and institutih® should care for the citizens of
Bulgaria.

Generally speaking however, clearly articulatedagd@bout the future development
have been missing, missing were also identifiedldes and to some extend this is
related to organisation of the protests throughstieal networks.

Typical of the protests was also the division obgle — in the last year we witnessed
the daily anti-government protests and counteptgsts in support of the government.

5.4. Distrust and disaffection with institutions, @rticularly EU institutions

The findings of the nationally representative sysvéTrade union Barometer’
conducted in August 2013 and in January 2014 aneomgloyees in the country aged
15-64 show a strong deterioration of the socio-enun situation in the country. This is
namely true for the political situation. These datave the practically exhausted trust in
politicians, political institutions and their patgmposition.

Figure 2.1. Assessment of the political situation

Hh_

very poor 2 3 4 5 6 7 8 9 10 very good

m2013-% 281 16 14,5 14,4 95 10,6 22 0,7 0,7 0,2 0,5
m 2014 -% 34,7 19,7 13.8 111 8,6 8 12 0,4 0,6 0,3 0,2

Source: Trade Union Barometer, 2013 and 2014

The public negativism towards the economic situmaiio the country is also strongly
expressed. It is obvious that despite the emergehseme positive indications of slow
"off the bottom" of the crisis (statistical indicas for smooth economic growth,
increased industrial production, employment anchenac activity) the population did
not experience even minimal improvement in the daath of living and in the labour
market situation. Uncertainty still remains.
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Figure 2.2. Assessment of the economic situation
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Source: Trade Union Barometer, 2013 and 2014

The expressed negativism in terms of socio-econau@tion naturally leads to very
low assessments of the political leaders and uigtits, meaning that cosmetic changes
in the political ruling are impossible and the oparof the status quo requires new
actors.

Figure 2.3.Assessment of the work done by

100 04,4

% 85,5 86,5
78,5 79,2 77,8

69,7

70 61,9

= approval

m disapproval

Source: Trade Union Barometer, 2013 and 2014
PG - Parliamentarian Group

Highest is the approval of the activities of theodercutor General of the Republic
(50.4%) and the President (33.5%), but the lathsr\rery limited powers in the political
system. Parliament receives the worst "convicti@of' the respondents (85.5%
disapproval of its work). The same is true for gaticular parliamentary groups and
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the Chair of the Parliament (over 74% disapproval)is is a clear signal that the
situation is intolerable and there is an urgentrfee changes.

Government assumes all negatives of the parliameraiasis. The Prime Minister
personally receives the approval of 26.8% of tlspoedents, but the government as a
whole receives the approval of just 20.3%.

The Bulgarians still have greater confidence in th@ropean institutions than in
Bulgarian. Free movement and greater opportunitiesvork in the EU are considered
as the biggest benefits of the EU membership. Beybis general consensus, however,
there is an accumulated disappointment. While 55%he respondents express a
positive attitude towards accession to the EU, @dl%6 think that EU membership has
brought more benefits to the country and 15% amsdhwho feel that they have
personal gains (data of sociological agency Alpkaerch from March 2014).

Although Euroscepticism in Bulgaria is growingjdtnot as strong compared to some
other EU member-states. With 35% voting activitytie 2014 European elections
Bulgarian voters did not allow the Eurosceptics afiter radical formations denying

European integration to enter the European Parliame

6. SOME CONCLUDING REMARKS

- The new economic governance and the European senesare put up as the
main instrument for conducting ‘coordinated pol&jewhich are in fact a pure
economic dictation. Bulgarian economy is far froraing a threat to the EU
financial and monetary stability, but it is congbarsubjected to recommendations,
as a result of a statistically imperfect early wagnsystem for macroeconomic
imbalances.

- CITUB considers théudget restrictions which the Bulgarian government adopted
as absolutely unsuitable; they are far below thead#tacht criteria or the usual
European practice.

- The conclusion of the Fiscal Compacivas an attempt to exclude EU citizens and
the European Parliament from serious economic gewere participation and
discussions in the framework of the European seane$his should not only be
prevented, but the present economic governancddshbewbound to a wider system
of really applicable minimum social standards andictural indicators, as a
counterpoint to the monitored fiscal parameters.

- Europe needs an updated employment strateggnd CITUB fully supports the
ETUC in its attempts to adopt an ambitious Europ@aestment plan for quality
employment, which could generate up to 11 milli@wrjobs. The plan leans on a
new European industrial policy based on innovatioasearch, education, training
and sustainable development.

- On a national scalgolicies and measures generating economic growthrough
increase of employment, incomes and social inclusicshould be elaborated and
implementedNational financing should prioritize tharget groups of young people
up to 29 years, unemployed above 50 and regior@rams in areas with high
unemployment.

- The high income and wage differentiationin Bulgaria combined with low
absolute levels of labour costs leads to the higitive share of low-paid workers,
widespread monetary poverty and increasing riskaMerty and social exclusion.
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The most important levers for overcoming these tieggphenomena are to be
found in the sphere of distribution and redistnbrtand this is our main priority.

- For CITUB recognition and promotion of collective labour bargining and
social partners’ autonomyis the most important criterion for the incomesigobf
any government and political power.

In response to the above challenges and with vieextend the tools to influence the
European and national policy both trade union cterfations - the Confederation of
Independent Trade Unions in Bulgaria and the CaBetbn of Labour "Podkrepa"
jointly with the Anti-Poverty Information Centre Bulgaria (member of EAPN -
Brussels) and other NGOs dealing with specific [@ols of the pensioners, youth,
gender and environmental policies established\Naional Pilot Alliance for a
democratic, social and sustainable European Semeste

The main objective of the Alliance is to achievgraater coverage and effectiveness of
public debate through:

- Elaboration of critical analyses of main documenftshe European Semester, such
as the Annual Growth Survey, Country-specific reocmndations, the National
Reform Programmes and others.

- Distribution of opinions and messages to key acioid stakeholders using different
channels at different stages of the European semegtle.

- Inclusion of the mainstream media (traditional aodial networks) to extend the
debate among the general public, organizing thendgcussions and elaboration of
alternative solutions.

- Expanding opportunities and tools for influencirge tdecision-making and the
development of national policies and documents.
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7. ANNEXES

Annex 1. Gross domestic product (GDP)

2008 | 2009 | 2010 | 2011 | 2012 | 2013*
Real GDP growth rate
(percentage change on previous 6.2 -5.5 0.4 1.8 0.6 0.9
year)
GDP per capita in PPS (Index 44 44 44 47 47
EU28=100)
Source: EUROSTAT and National Statistical Institute
* Preliminary data
Annex 2: Foreign direct investments
2008 2009 2010 2011 2012 2013*
In Ml. EUR 6728 2437 1151 1330 1480 1229
In % of the GDP 19.0 7.0 3.2 3.5 3.7 3.1
Source: Bulgarian National Bank
* Preliminary data
Annex 3: Government deficit and debt (% of GDP
2008 | 2009 | 2010 | 2011 | 2012 2013*
General government deficit/surplus 1.7 -4.3 -3.1 -2.0 -0.8 -1.8
General government gross debt 13.7 14.6 16.2 16.3 18.5 17.9
Source: EUROSTAT and National Statistical Institute
* Preliminary data
Annex 4: Economic Activity. Activity rate (in %)
Calculated on the basis: 2008 2009 2010 2011 2012 2013*
Population aged 15 years and over 53.8 53.0 52.0 52.5 53.1 53.9
Population aged 15-64 67.8 67.2 66.5 65.9 67.1 68.4

Source: National Statistical Institute. Labour ®survey.

* Preliminary data
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Annex 5: Employed (in thousands) by economic actiyi groupings (2008-2013)

Economic activity groupings 2008 2009 2010 2011 2012 2013*
Total 3360,7 | 3253,6 | 3052,8 | 2965,2 | 2934,0 | 2934,9
Agriculture, forestry and fishing 251,2 230,7 208,1 201,0 189,0 195,5
Mining and quarrying 35,0 34,0 33,0 26,3 26,0 26,0
Manufacturing 769,7 713,9 637,4 593,0 603,5 576,4
Electricity, gas, steam and air 42,1 41,2 42,7 42,9 44,2 39,9
conditioning supply
Water supply, sewerage, waste 37,0 34,9 33,6 41,7 39,2 36,7
management and remediation
activities
Construction 340,3 322,5 268,5 228,7 206,0 206,9
Wholesale and retail trade; repair | 530,0 527,9 531,1 544.4 526,9 525,5
of motor vehicles and
motorcycles
Transportation and storage 189,5 187,6 177,3 173,7 176,3 180,8
Accommodation and food service 168,8 168,7 159,7 159,2 152,7 146,1
activities
Information and communication 71,2 70,8 70,3 67,5 68,9 75,3
Financial and insurance activities 57,0 61,5 52,7 55,0 52,7 51,6
Real estate activities 14,1 13,1 10,1 9,3 7,8 9,7
Professional, scientific and 83,9 87,7 84,8 81,5 78,8 84,9
technical activities
Administrative and support 73,9 72,4 76,0 83,0 106,2 118,8
service activities
Public administration and 235,3 235,1 226,2 224,1 230,4 228,6
defence; compulsory social
security
Education 205,6 191,2 184,4 187,5 188,2 184,8
Human health and social work 158,1 164,1 159,4 153,2 145,0 153,4
activities
Arts, entertainment and 43,8 40,8 39,0 38,9 39,3 40,4
recreation
Other service activities 54,1 55,4 58,4 54,3 53,0 53,6
Source: National Statistical Institute. Labour tosurvey.

* Preliminary data

Annex 6: Employment rate (in %)

Calculated on the basis: | 2008 2009 [ 2010 2011 | 2012 | 2013*

Population aged 15 years and over

total 50.8 49.4 46.7 45.6 46.6 46.7

men 56.5 54.9 51.3 49.6 50.8 51.4

women 45.5 44.4 42.4 41.9 42.6 42.8
Population aged 15-64

total 64.0 62.6 59.7 58.5 58.8 59.5

men 68.5 66.9 63.0 60.9 61.3 62.0

women 59.5 58.3 56.4 56.2 56.3 56.8
Population aged 20-64

total 70.7 68.8 65.4 63.9 63.0 63.6

men 76.1 73.8 69.1 66.6 65.8 66.4

women 65.4 64.0 61.7 61.2 60.2 60.7

Source: National Statistical Institute. Labour ®survey.

* Preliminary data
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Annex 7: Unemployment rate (in %

Calculated on the basis: 2008 | 2009 | 2010 | 2011 | 2012 | 2013*
Population aged 15 years and over 5.6 6.8 10.2 11.2 12.3 12.9
Population aged 15-64 5.7 6.9 10.3 11.3 124 13.0
Population aged 15-24 12.7 16.2 23.2 25.0 28.1 28.4
Long-term unemployment 2.9 3.0 4.8 6.3 6.8 7.4

Source: National Statistical Institute. Labourc®survey.
* Preliminary data

Annex 8: Normal work / atypical work. Relativeshare of the employees (in %

| 2008 | 2009 | 2010 | 2011 | 2012 | 2013*
By the length of working time:
Full time 98.5 98.4 98.3 98.2 98.0 97.8
Part time 15 1.6 1.7 1.8 2.0 2.2
By contract type with the employer:
Labour contract 96.2 96.4 96.8 97.5 97.5 97.0
Civil contract (for a determined 1.4 15 1.2 0.9 1.0 1.2
work)
Without any contract 2.4 2.1 2.0 1.6 1.5 1.8
By type of employment:

Permanent job 95.0 95.3 95.5 95.9 95.5 94.4
Temporary/agency work 5.0 4.7 4.5 4.1 4.5 5.6

Source: National Statistical Institute. Labour force survey.
* Preliminary data

Annex 9: Wage developments

Annex 9.1 Average monthly wage — total and by economic secto(in EUR)

2008 2009 2010 2011 2012 2013*
Total 278 311 331 351 374 413
Public sector 333 344 383 389 405 430
Private sector 260 279 312 338 363 408

Source: National Statistical Institute
* Preliminary data

Annex 9.2 Average annual wage (BGN), average annual inflatio (%), nominal
and real wage growth (percentage change on previoygar)

2008 | 2009 2010 | 2011 | 2012 2013*
Average annual wage (BGN) 6538 7309 7777 8230 8773 9690
Average annual inflation (%) 12.3 2.8 2.4 4.2 3.0 0.9
Nominal wage growth (%) 26.5 11.8 6.4 5.8 6.6 104
Real wage growth (%) 12.7 8.7 3.9 1.6 3.5 9.5

Source: National Statistical Institute
* Preliminary data

Annex 9.3: Compensation of employees

2008 2009 2010 | 2011 | 2012 2013*

At current prices (in % of the GDP) 35.2 37.8 38.5 37.9 38.6 40.7

Source: EUROSTAT
* Preliminary data
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Annex 9.4: Statutory monthly minimum wage in the ountry

y (in EUR)

From From Without From From From From
1.1.2008 1.1.2009 change 1.9.2011 1.5.2012 1.1.2013 1.1.2014
2010
112 123 123 138 148 158 174
Source: National Social Security Institute
Annex 10: Inequality and poverty
2008 | 2009 | 2010 | 2011 | 2012
Income quintile share ratio (S80/S20) 6.5 5.9 5.9 6.5 6.1
Gini coefficient 35.9 33.4 33.2 35.0 33.6
At-risk-of-poverty or social exclusion rate (%) 44.8 46.2 49.2 49.1 49.3
At-risk-of-poverty rate (%) 21.4 21.8 20.7 22.2 21.2
In-work at-risk-of-poverty rate (%) 7.5 7.4 7.7 8.2 7.4

Source: EUROSTAT, SILC
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Annex 11: Changes in the legislation and social partners’ragments related to the

new governance and the anti-crisis labour market aseres 2010-2013

Legislation/
Agreement

Content of the changes

2010

- National agreement
of the social partners
on Regulating home
work in the Republic of
Bulgaria;

- National agreement
of the social partners
on organising and
applying distant work
(telework).

- The first is related to the ratification of the Home Work Convention
of ILO of 1996 which was enforced in Bulgaria on 17 July 2010.

- The second agreement relates to the Framework Agreement on
Telework adopted on 16 July 2002 by the ETUC and the European
employers’ organisations.

- Labour Code

Amendments to the Labour code introducing institutionalisation of
social dialogue at district level through establishment of District
Councils for Tripartite Cooperation

National agreement on
a new pension
strategy and provision

of financial
sustainability of the
pension system,
signed by the

government and social
partners

The expert consultative council on changes of the pension system
(with the active participation of social partners’ experts) elaborated a
National agreement on a new strategy and improvements of pension
law, where the main benchmarks are:

Criminalizing non payment of social security contributions as of
the beginning of 2011;

Increasing the pension contributions by 1.8 percent as of the
beginning of 2011;

As of 2012, annual increase by 4 months of the required
insurable period until it reaches 37 years for female and 40 years for
male workers;

Until the end of 2014 there should not be changes in the
conditions for retirement of the special categories of labour entitled to
early retirement — miners, pilots, military, police employees, etc.;

As of 2021, the retirement age should be increased by 6 months
every year until it reaches 63 years for women and 65 years for men.

Labour code
Social Security Code

Some important changes were undertaken in the area of payment for
the sick leave (the burden of paying for the first three days of
sickness was transmitted to the employer), planning annual leave
and the usage of previously accrued unused leave from past years.

Law for Employment
Promotion

In the area of the passive Labor market policies the ceiling on the
unemployment benefit was abolished and it is now 60% of the
insurable income. Previously, the maximum unemployment benefit
was set at BGN 240, which was not fair to the majority of the people
who paid contributions on higher wages

2011

Social Security Code

In violation of the National Agreement signed in 2010 for a new
pension strategy, the government and the parliamentary group of the
ruling party GERB initiated urgent measures for speeding up of the
pension reform (in line with the EC Country specific
recommendations). The measures include: an increase of the
retirement age for all categories of work by one year as early as from
2012 and an annual increase of the retirement age by 4 months as of
2015, so that it reaches 65 years for men and 65 years for women by
2021. This decision provoked mass discontent and protests in the
country. Trade Unions organised a national protest demonstration in
front of the Parliament.

Labour Code

- Amendments to the Labour code (new chapters) following the social
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partners agreements in 2010 for regulating employment relations and
working conditions of home workers and teleworkers

- Amendments to the Labour code (new chapter) for regulating
employment relations and working conditions of temporary agency
workers in line with the ILO Convention 181 and EU Directive
2008/104/E0O for temporary agency work.

- New more stringent criteria for social partners’ organisatioons
representativeness adopted through amendments to the Labour code

2012

Commercial Law

The deteriorated situation as well as the necessity for effective
implementation of the European Directive on combating wage
arrears motivated the changes in the Commercial Law. The new
regulation envisages a maximum term of two months, within which
period the state should pay off its debts to the business, and a 30
days term for settling accounts among the firms/companies. CITUB
insisted on the urgent approval of a legislative text in the Code of
Civil Procedure concerning the issuance of a bailiff order for unpaid
remuneration or workers employees’ compensations.

Ordinance of the
Council of Ministers
for connecting of all
cash devices to the

This legislative measure aims at better collection of revenues. The
mandatory connection of the cash devices of all commercial sites
and petrol stations to the database of the National Revenue Agency
(NRA) alone brought additional BGN 250 million into the budget.

National Revenue | It is considered also as an effective measure to combat informal
Agency economy (in line with the Country specific recommendations)
National =~ Agreement | Aiming to promote youth employment and facilitate youth transitions
“First Job” concluded | from education to work. It is in line with the Youth Guarantee

in June 2012 between
the government and
the social partners

2013

Public Finance Act
(PFA) effective since
early 2014.

The provisions of the Fiscal Compact, adopted by 25 EU countries
this spring, are becoming part of Bulgaria's national legislation via the
Public Finances Act (PFA). Apart from the Fiscal Compact, with this
act the country meets the recommendations of the Council of EU
finance ministers to improve the management of public finances,
implements the directive on budgetary frameworks of Member States
(part of the legislative package on the enhanced EU economic
governance) and makes the national budgetary procedure consistent
with terms and procedures provided in the mechanism for enhanced
prior coordination of economic policies (European Semester). With
the Public Finances Act national fiscal planning is becoming
consistent with preventive and corrective arm of the Stability and
Growth Pact.

Ordinance of the
Council of Ministers
for increasing the
MW
LAW on state budget
2014

In the LAW on state budget 2014 an increase of the MW is
envisaged (BGN 340) as of 1 January 2014.

Upon the CITUB proposal, a tax refund of the paid annual tax by
workers receiving the MW will begin as of 2015.

Labour code
Law for employment
promotion

Regulations for the so-called “trainee contract”. This is a kind of
specialized employment contract with remuneration not less than the
minimum wage (340 BGN as of the beginning of 2014). (in line with
the Youth guarantee)
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Chapter 3
The New EU Governance and Industrial Relations inthly
Salvo Leonardf

INTRODUCTION

In the last five years the Italian system of indastrelations is living through a

prolonged phase of transition which does not seenmave reached the end. The
numerous events which have hit it in recent timesrapidly and profoundly changing
the traits that for a long time had marked thisytiac national model.

As we'll see, reasons and causes of such turmeil exogenous and endogenous;
economic and institutional at the same time. Amdémg exogenous factors we can
certainly consider the globalization, the finan@asis and economic downturn, the role
of the international and European institutionshwitteir unprecedented interventionism
into the sphere of national domestic policy (Mulderd Schulten, 2013). A scenario in
this case partially shared with other countriepéeslly those in deficit), which exerts
today pressures towards a convergence of histlyridatergent models of industrial
relations (Katz and Derbyshire, 2000) towards tewll policies (Baccaro and Howell,
2011). Among to the endogenous factors, we carudeclthe structural and long
standing structural weakness of the Italian economyh its territorial and social
dualisms, the macroeconomic imbalances, the stagnaroductivity and declining
competitiveness, inadequate human capital, a segohébour market and, last but not
least, a highly voluntaristic model of industrialations. All factors which the crisis of
these years has exacerbated.

Collective bargaining has repeatedly been the sulgé reforms, undermined either
from the top, by European interventionism, with #iecal Compact and its National
implementation between 2011 and 2013, and fronbdtom, as in the case of Fiat to
be described in this chapter, offering employersgressive exit strategy from a model
that we could otherwise define as 'organized deeémation’ (Traxler, 2001). The

most recent lItalian governments have been activemplementing the austerity

measures required by notably the ECB, adopting @utgublic expenditure, increasing
taxes, and using labour costs in a mere logic ofpm=iitive devaluation.

Considerable tensions have characterized the oefdtip between the various trade
union pillars, as testified by the several agredmsigned excluding the General Italian
Confederation of LaboUCGIL), the largest union confederation. This catisituation
improved only in the last few years, when — firstJune 2011 and again in May 2013
and in January 2014 - three new framework agreesm@ate signed by the largest
employers’ associationCpnfindustrig and all representative union actors, CGIL
included, in order to define who and how can besm®red sufficiently representative
to sit at the collective bargaining tables and sagmeements binding for affiliated
employers and employees.

% Senior Researcher and Responsible of Industrialti@es atAssociazione Bruno Trentin-ISF-IRES
(Italy)
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1. NATIONAL MACROECONOMIC/EMPLOYMENT BACKGROUND
1.1.Economic developments

Italy is floundering in an acute economic and socisis, characterized by continuous
stagnation and recession, induced by a fall of strial investments and production,
domestic demand and savings. GDP contracted foresixs, by 8,7 per cent, from 2008
to 2013. The depth of the recession is unprecedemteltaly, with 9 continuous
negative trimesters still in the last two yeargjistering negative rates in its main
economic variables (see Table 1). In May 2014, ¢kertimid signs of trust for growth
expectations, were surprisingly frozen by the GB#d of the last trimester — minus
0,1% (ISTAT bulletin) — worsening the forecast tbe end of the year. The inflation
rate in the last is just near to zero (+ 0,4), \tlité concrete risk to enter in deflation.

Table 3.1. Percentage yearly growth of macro-econamindicators, Italy, 2007-
2014

2007 |[2008 |[2009 |2010 [2011 |2012 |2013 |2014 (%
GDP 1.7 -1.2 -5.5 1.7 0.4 -2.4 -1.9 0.6
Gross annual wages 2.2 3.4 1.8 2.8 1.3 1.0 1.4 1.3
Productivity (value added per o, | o7 |23 |24 |02 |06 [15 |15
hour worked)
Investments  (Gross  fixed |5 4 118 |37 |a417 |06 |18 |47 |19
capital formation)
Inflation (HICP) 2.6 2.0 3.5 0.8 1.6 2.9 1.5 0.7
Consumption deflator 3.2 2.3 3.1 -0.1 15 2.9 1.3 0.7
Unemployment rate 6.0 6.7 7.8 8.4 8.4 10.7 12.2 12.7

Source: ISTAT, “Italy’s Economic Outlook”, 2014.
(*) Projected

The government debt-to-GDP ratio — the fourth efworld — rose up to 133 per cent in
2013 (it was 103 per cent in 2007), while its rdauc will not start, very slightly,
before 2015. Meanwhile, through a significant flssdjustment, the government deficit
fell from 5,5 per cent of GDP in 2009 to under ¥ pent now. Inflation is very
moderate, also over the forecast horizon. The stagnproductivity is considered “at
the root of Italy’s loss of external competitivesesnd weighs on the sustainability of
the high public debts” (EC, 2014, 23). Since 20@poget performance has remained
below that of competing countries, suggesting tbat labour productivity growth is
linked with decreasing export growth due to redusece competitiveness of the Italian
economy after the adoption of the Euro. Since ewaption, export performance has
remained below that of competing countries, losgi@re of international market.
Productivity has hardly increased in the last 1&8rgewith negative consequences on
wages, whose development have been some of thda womsng the industrialized
economies.

Data clearly show that since 1992 the growth ofreggte demand has been much
weaker in Italy than on average in the EU, in patéir 5 years, with a fall of 12 per
cent (ISTAT and EUROSTAT).

The crisis has affected thousands of constructiompanies, manufacturers, and

servicers; only a few exporting firms have escafedn writing red figures. The
banking system suffers from lack of liquidity anoked hardly lend out to businesses.
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According to European austerity policies, low itiila and strong exchange rates would
contribute to the recovery of economic growth, emgpient and trade balances of the
countries in the Eurozone. “High public dept is ajon source of vulnerability for the
Italian economy” (EC, 2014, 23). It requires to feeluced. But not at the speed and
conditions required by the Fiscal Compact, whicluldamply measures ‘blood, sweat
and tears’ for 40-50 billion euro per year. Pokc@ monetary and fiscal rigor and the
related rise in unemployment rates put a brakeherrécovery of domestic demand of
European countries, and may widen income ineqesliffhe negative effects of such
policies will be particularly marked in countridsat already lack competitive power in
investment in innovation and knowledge over a lorggan of time — like the countries
of southern Europe, eg. Italy. Undoubtedly, polct# public spending cuts, although
induced by the very high ratio between sovereigot @ad GDP of the country, have
contributed to exacerbate these problems, enlartiagisk of a vicious circle from
which it will be increasingly difficult to escap&ven imagining a recovery in this
international context, a return to pre-crisis lev€007) of GDP, employment and
wage will take quite some years: following ISTATrdoasts and — without elaborating
original econometric models — optimistically prdjag the average annual growth rates
in 2000-2007 of GDP (1.6%), employment (1.4%) aeal wages (0.4%), recovery to
2007 levels would not occur before 2025.

We assume that even a modest recovery cannot fiileutdtl to a simple reversal of

trends. The centrality of work in economic policyjush meet the gap of domestic
demand, which is plaguing the Italian economy,h&sdountry’s weak demand growth
has been a constant factor over the last two dec#&lgting welfare, freezing wages
and liberalizing fixed-term contracts cannot baistaginable exit strategy. It would only
worsen the domestic demand and so the macroecommioédance. A paradigm shift in

economic and social policies is needed to finaflgve the crisis behind and boost
potential growth.

1.2. Labour market developments

Between 1995 and 2008, before the crisis but inaBomal situation of stagnant
productivity, around 3 million jobs were created Imost of them were not open-end
subordinated works. In the years of the crisisdélhjebs were the first to be lost (Comito
et al., 2014). Today, 3,3 million people are uneyet (12,7 per cent; it was 6,1 per
cent in 2007), with a striking 46 per cent unemplbyamong youth under 24 of age and
3,25 million people are in search of a job. A véigh share of 24 per cent of the
population is “NEET”: not in employment, educationtraining. These figures should
be projected against the backdrop of the ltalifnola participation rate (LPR) of 55,4
per cent, in particular women’s LPR (46,6%), therdst in the European Union, after
Malta (ISTAT, the Italian National Institute for&istics 2014Y. The inactivity rate is
equal to 36,5%. There’s a huge number of discourpg®eple who do not search a job
any longer and, reaching not the very selectivgilglity criteria for acceding to
unemployment benefit, remain completely out fronremployment statistics.

In 2013 one billion hours were paid by the fund tiemporary work suspensionassa
integrazioni guadagnj a quite peculiar shock absorber of the Italigstesm of social
protection, paid through the workers and employsosial contributions.

" EUROSTAT figures are a bit better, since they dtake in consideration unemployed people under
20y.0.
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The employment protection index has fallen downefésct of the various reforms of
the labour market legislation, oriented to a highexibility and liberalisation of fixed
term contracts and individual dismissals.

Figure 3.1. Employment Protection Index at the Eurazone. 1990-2013
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Labour market is extremely fragmented and polarizetiveen insiders, more and more
weak, and outsiders, excluded either by the latamrand social protections. Today, in
Italy, there’re 46 different legal typologies of plmyment contracts, most of which very
flexible and precarious, even out the scope ofdalten (economically dependent self-
employees). 70 per cent of new contratcts are sk of fixed-term. More than 4
million workers had no permanent contract (IRESL30Between 1995 and 2008, in a
situation of stagnant productivity, around 3 mitlimbs were created but most of them
were not open-end subordinated works. In the yafatitse crisis these jobs were the first
to be lost (Comito et al., 2014).

Formally, Italy boasts an average of atypical ragsal to or lower than elsewhere in
the EU, if we look at part-time, fixed-term, andnjgorary agency work. In the same
period, atypical work increased significantly, tetlween 16 and 17 per cent of the
labour force, whereas the share of standard jolstah employment fell from 79.4 to
77 per cent The remaining percentage is about aypork but still not-standard:
apprentices, collaborations, etc.).

Temporary agency work, introduced in Italian legfigin in 1997, represents only 1.2
percent of the overall workforce (headcount, evely 6.7% in FTES). Part-time work
is also relatively limited. Part-time jobs incluti2.5 per cent of employees though over
24 per cent of the female labour force. It shoutdnioted that a majority of part-time
workers did not choose such a form of contractiEmuUuSTAT and ISFOL).
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In May 2014, the centre-left Government of MatteenR has reformed once more the
legal discipline of the fixed-term contract, aimiadurther liberalization of its use. Now
an employer can hire a worker with such a kind ohtract, without giving any
objective justification, for a max of 36 months ahdlifferent renewals, without any
time break between one and the other. Fixed-termkave, agency temporary workers
included, cannot be over 20% of the workforce. dsecof violation of such a limit, the
employer will get an administrative penalty, butlective bargaining can derogate to
such a ceiling.

Yet, the labour market situation is greatly aggtesaby the large incidence of
economically dependent or even bogus self-emplogkdpst completely excluded by
labour and social law, with low compensation, absear scarcity of unemployment
benefits. Self-employed workers represent 17 pet cethe dependent workforce (24
percent, if we also include the employers). Thsagng subgroup, currently amounting
to 1.5 million people, is composed by so-calledbictnated and continuous assistants
and ’'on project workers’: a kind of 'para-subordeth workers’, legally autonomous
but economically dependent. This subgroup represen¢ of the peculiarities of the
Italian way to flexibility and precariousness, deyt are excluded by labour law
protection. Not all the new self-employed need traitional collective forms of
representation; most of them are high-skilled msif@nals and really self-employed.
Those really in need of collective forms of repreagon are estimated to be around
700,000. According to trade unions sources (NIDIGIC), around 80 per cent of them
have just a single employer; contracts of 6-7 memgar year; working similar hours
like their stable colleagues in stable employment Wwith much lower (40-50%)
incomes, less rights and less opportunities (catesning, pensions perspectives). The
other peculiar trait of the Italian labour marketthe large share of undeclared work.
Italy is one of the EU and OECD countries topping list for the plague of undeclared
work. For 2012-13 the added value of so-called argcbund economy’ was estimated
at about 17.4 per cent of the Italian GDP, equat @46 billion. In 2011 there were
about 2.8 million irregular standauhits of labour{ULA) covering nearly 13 per cent of
all employees (ISTAT datawarehouse).

The crisis has affected thousands of constructiompanies, manufacturers, and
servicers; only a few exporting firms have escafredh writing red figures. Public
sector was very affected by this massive loss b§,jgpassing in ten years, from 3,2
million employees to 2,8 million. The banking systsuffers from lack of liquidity and
does hardly lend out to businesses. Even imagiairrgcovery in this international
context, a return to pre-crisis levels (2007) oDR; employment and wage will take
quite some years: following ISTAT forecasts and #hout elaborating original
econometric models — optimistically projecting theerage annual growth rates in
2000-2007 of GDP (1.6%), employment (1.4%) and weades (0.4%), recovery to
2007 levels would not occur before 2025. Undoulytepdblicies of public spending
cuts, although induced by the very high ratio betwesovereign debt and GDP of the
country, have contributed to exacerbate these pnahl enlarging the risk of a vicious
circle from which it will be increasingly difficulio escape.
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1.3. Industrial relations

The ltalian system of industrial relations preseristorically, a peculiar level of
voluntarism in the private sector, while in the paisector law rules most of its aspects.
The 1948 Constitutional provisions concerning thgistration of trade unions and the
attribution of bargaining capacity at sectoral leire proportion of the number of
members, the legal regulation of the right to stréad workers’ rights to participate in
company decision-making, have never been implerdertfter the Fascist era, in the
new democratic system trade unions remained reltitbabe subjected to state control
over their internal organization, while concernstgke and collective bargaining they
opted for collective autonomy, refusing state wméationism by law: the state should
not interfere with the autonomous and volunteeividiets and self-regulation of social
partners, which mutually decided to recognize eattier. Nevertheless, as a result of
the spectacular increase of union power after ti@ Autumn‘ of 1969, with the
Workers’ Statute (Law no. 300, 1970) legislatiomeainto being in order to strengthen
union rights in the workplace, promoting indirectthe role of company-level
bargaining.

There is no ltalian law regulating one of the costenes of any industrial relations
system: a mechanism that establishes how to measode decide upon union
representativeness to sign agreements to be extengle omnesThe exception here is
the public sector, where since the late 1990s aidaiv existence for the selection of
representative unions entitled to bargain (LegiwsatDecree no. 296/1997 and
165/2001, art. 43). Unions need to pass a thresbfobdper cent consensus to take part
in national collective bargaining, whereas a fiagreement is binding if signed by
unions representing at least 51 per cent of trevaslt workforce. These thresholds are
calculated as a weighted average between votesnanabers. This model is largely
reproduced into the three framework agreementgredi by CGIL, CISL and UIL on
one side and Confindustria on the other — in J@id 2May 2013, January 2014.

In the private sector, industrial relations ardyfuégulated by tripartite social pacts and
inter-confederate agreements. Since the early 1880almost a decade social pacts
were signed yearly on practically all major sodsgues, from income policies to
collective bargaining procedures, from workplagaregentation to pensions and labour
market reforms. Tripartite social dialogue was wplead also at territorial level,
through so-called negotiated planning and teratgpacts. After long being described
for their confrontational order and attitude, kali industrial relations were now
regarded an example of the ‘revival of neo-corpsnait (Crouch 1998; Baccaro 2002).
Social concertation in Italy has never assumedirtbgtutional traits of what scholars
defined as ‘neo-corporatism‘, but over the yeasseitolution and outcomes did not
differ much from that (Carrieri 2008). The politicaientation of governments in office
conditioned the general climate of consensus araowial dialogue to a substantial
extent: high during the first technical executivél992-93) and with centre-left
governments (1996-2001: 2006-08); low and contigerwith the center-right in
charge (1994; 2001-05; 2008-2011), the latter hclg the signing of some important
social pacts with the exclusion of CGIL (2001; 20GSill low in the most recent times
(2012-13), with the so-called technical Mario M&Bxecutive, under the prescriptions
of the Fiscal compact and ECB “secret” letter (setw, section. 3.4). It's still very
low and tense now (2013-14), with thtteo Renzi Governmerdespite the fact to be
formally a centre-left cabinet.
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Collective bargaining

Till now, collective bargaining has been dependiog social partners’ mutual
recognition only; agreements are not legally bigdiand their contents are only
formally enforceable by the signatories’ affiliateBhey are acts of ’private law’,
considered as expressions of the signatories’reglitation capacity and regarded only
under the general provisions applied by the Ciwt€ of 1942 to contracts. Rights and
minimum standards fixed by the law cannot be waedehy collective bargaining,
though recently the trend has been towards legailgirging bargaining power, either
collective and individual, in terms of top-down elghtion and bottom-up derogation.
The lack of a legal extension mechanism has noedeg@ high collective bargaining
coverage: it is esteemed by all the National anerhational sources around 80 per cent
of the whole wage earners.

Since the milestone framework agreement (Protamo?3 July 1993, Italian collective
bargaining is based on a two-tier system, with ba bne hand national-sectoral
collective labour agreement€d@ntratti Collettivi Nazionali di LavoroCCNL), and on
the other hand decentralised collective agreemanitsompany or territorial level if
companies are too small and unions too weak --ifikagriculture, construction, retalil,
tourism, and in many craft industries. Sectoralgbaring is the core of the system.
Thanks to about 400 national industry-wide agredsemnage-earners of all possible
branches and companies have their own agreemeatniiimber of these agreements
reflects the fragmentation of employers’ associatjavhich are more numerous than in
most European countries. They are associated aogotd size (large, small and
medium) and typology (private, cooperatives, crdftlthe mid-1990s the organisations
of public companies — very influential until the80% — have been absorbed into the
largest private employers’ associati@ugnfindustria

The second level of collective bargaining is nompalsory: social partners can
negotiate at that level but are not obliged topHactice, depending on the presence of
works councils and on the power relations in eagh br plant whether meaningful
negotiations may take place. Second-level agreesmam almost completely absent
among small enterprises. Recently decentralizedan@ng covered approximately 54
per cent of employees employed in enterprises mithe than 20 workers. These firms
accounted for over 70 per cent of employees in ri@twring industry, and almost 60
per cent in the sector of non-financial servicean& d’ltalia, 2013). Coverage is
esteemed to be much lower in the largest majofityarkplace, in the SMEs far below
that threshold (Tronti, 2010). The two tiers argamized hierarchically, according to
principles of coordination and specialisation. Hlagional agreement establishes a basis
of rights and standards, including minimum wages ttie industry workforce at large.
Social partners, at company or territorial leveg being given a further possibility to
improve pay and working conditions through the faative second level. Since the
former fix the minimum pay levels, taking into aoo® purchasing power, at company
level the rise in pay — as variable remuneratiodepends heavily on performance
incentives (productivity, profitability, quality ti@ndance). Since the 1990s, the impact
of second-level agreements has been decreasingbi@ednwith low or even lacking
productivity increases and the related variable gag provides a major explanation for
the slow growth of wages of the mass of Italian keos (Megale et al. 2011). The
national industry-wide collective agreements com@und 80 per cent of gross wages.
The remaining share is variously composed by ciMely or individually negotiated
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pay festricted wage-gapand/or other elements, as overtime pay. The sblaveages
paid at decentralized level was for 2012 estimaittedbout 18 per cent of total wages
per capita; only a fraction of this share is reatyiable (Birindelli and Leonardi 2012).

Trade Unions

According to the Italian Constitution, ‘trade uni@mganisation is free' (article 39,
clause 1). State law does not regulate the regaisi be formally recognised as a
union. Similar to other Mediterranean countriex ttalian system is based on the
principle of trade union pluralism, rooted bacloiideological conflicts emerging from
the ruins of World War 1l (Ebbinaghaus and Viss2000; Gumbrell-McCormick and
Hyman 2013). Since the late 1940s, three major rurpeak organisations are in
existence: the General Italian Confederation of duab(CGIL, Confederazione
Generale Italiana del Lavo)p the Italian Confederation of Workers’ Unions §C|
Confederazione lItaliana dei Sindacati Lavorajprand the Italian Union of Labour
(UIL, Unione Italiana del Lavorp They represent different political orientatiosusd
union cultures. The CGIL has always been linketh parties of the left (the former
communist and socialist parties, PCl and PSI, gisaped in the early 1990s) and still is
today with the new leftist parties (basically demabs, with a minority referring to the
post-communist parties). The CISL, historicallysgdao the Christian Democrat party
(DC) that also disappeared in the 1990s, todayuded members sympathising for
parties throughout the political spectrum. Singehirth in 1948, diverting from the
unitary CGIL, CISL got inspiration from American ¢giness unionism, and focused on
free collective bargaining and participatory appfes at firm level. The UIL was
mainly associated to the non-communist, ‘reformest (social-democrats, republicans)
and today is nearer to the democrats. The three cwifederations are affiliated to
ETUC and ITUC. Unions of minor importance includé&Ll) originally close to the
post-Fascists; a plethora of professional uniotreng only in banking, some public
services and transport; and radical left-wing gsugignificant only in individual
branches or plants.

Despite their diverging backgrounds and orientai@mce the mid-late-1960s the three
main confederations have realized a sort of unitaation, temporary interrupted by
controversies, as in the mid-1980s on the reformabbur costs. More recently,
divergences concerned labour market flexibility aoetractual decentralization, with
CISL and UIL ready to accept Berlusconi’'s reformisiro some cases derogations by
companies (like at FIAT), while CGIL opposed both.the new climate of divides
between unions, the shortage of binding and effectiorms concerning the most
representative unions and collective bargaininga$f gave way to uncertainty and
bitter disputes, both political and in the couBgsides voluntarism and pluralism of
organisations, other elements that characterisé#ah&n model of trade unionism are: a
strong confederational primacy over a network dbaen medium-sized industry-wide
federations; a significant role played by horizéraad territorial/local structures; a
substantial single channel system of workplaceesgntation; a relatively high rate of
industrial unrest, and an equally strong properfsitysocial concertation.

Compared to other EU member states, Italy maintaim®@mparatively medium-high
union density rate and the decline over the yeslesyer than in other industrialised
countries (Bryson A., Ebbinghaus B., Visser J.,130In 2012 the rate of unionization
was estimated in 35 per cent and, that is quitersimgly, even slightly higher than the
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average 34 per cent of the 2000s, and returnirtheed998-99 level (Visser 2013). A
crucial contribution to union membership has comemf migrant workers, with
constant growth year after year. According to theC List of affiliates, in 2013 CGIL
had 5,542,677 members, CISL 4,507,349, and UIL£Z151. With over 12 million
union members in 2013, Italy is by far the firshionized country’ in the EU and also
one of the most unionized in the world. CGIL is thed largest union confederation in
Europe, behind DGB and TUC; CISL is the fourth. Jdefigures include
pensioners/members, in the Italian unions weightimege than elsewhere (almost half
of all members in two of three main confederatipbs} exclude the members of unions
other than the three main confederations. Accordmgecent figures, nearly 1.16
million migrants are unionized, equal to 8 per cehall and to 14 per cent of active
membership (Caritas e Migranti 2012).

At workplace level, Unitary Unions CouncilfRdéppresentanze Sindacali Unitarie -
RSU can be elected by all workers in every productiait with more than 15 workers:
until today, two thirds by universal suffrage wgblveral competing lists, and one third
from the lists of unions signing the national seatontract applied in the relevant
production unit. Now things are going to changeratthe recent framework agreements
(Confindustrig of June 2011 and May 2013, where such a partilomear to be
abrogated. The RSUs have power on exclusive infoomand consultation rights, but
they share the company collective bargaining pomidr the sectoral/local unions who
signed the national contract applied in that unit.

2. NATIONAL DEBATE ON THE NEW EUROPEAN ECONOMIC
GOVERNANCE

Despite the many and deep reforms of the yeargdyedspecially in the labour market
and pensions policies, the mainstream narrativeah& they still “appear to be
insufficient. Italy has for too long postponed muweded structural reforms” (EC,
2014).

According to the European austerity narrative, loflation and strong exchange rates
would contribute to the recovery of economic grogwgmployment and trade balances
of the countries in the Eurozone.

When the Fiscal compact was transposed into thiaritéegislation, the debate, in the
Parliament and in the Country was very poor. Absbyuinferior to what had to be,
considering the big impact the new policy was gdimgroduce for years and years.
Only before the recent European election theresmsasething like a debate about Fiscal
compact and its implication on the Country buddehe next decade.

Policies of monetary and fiscal rigor and the eatise in unemployment rates put a
brake on the recovery of domestic demand of Eumpmauntries, and may widen
income inequalities. The negative effects of sualicies will be particularly marked in
countries that already lack competitive power irvestment in innovation and
knowledge over a longer span of time — like thentones of southern Europe, eg. Italy.
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3. ENACTED MEASURES OF THE GOVERNANCE AGENDA RELATE D TO
COLLECTIVE BARGAINING SYSTEMS

During the last two decades the collective bargairsystem, though quite rational and
well designed in theory, met practical limits andtg some criticism. Since the end of
the 1990s a debate about a revision of the syst@nirtvolved experts and social
partners. In spite of several bills in Parliamemi anion drafts of reform, nothing really
happened until 2009. Then, with the centre-rightegoment back in office, industrial
relations deteriorated. On January 22, 2009, artite Framework Agreement for the
Reform of Collective Bargaining (FARCB) was signedhout CGIL and against the
view of this union confederation. The new rulesnfally safeguarded the two-tier
structure, with sectoral agreements continue tdbasic protections nationwide. Their
duration was set at three years for both the navenaind economic parts, whereas they
were respectively four and two years. The new sysigmed to strengthen and enlarge
the second level of collective bargaining, at conypar territorial level. Decentralised
collective bargaining will last three years (agaitie previous four) and will cover
topics defined by sectoral agreements or legisiaind which do not concern those
already regulated at other bargaining levels. Atrawersial aspect of the new system
was the possibility to introduce opening clausexfoBe the FARCB, an opening clause
only existed in the sectoral agreement for the cbalRpharmaceutical sector. These
clauses can be temporary and experimental, angardially or entirely derogate single
norms or economic items, like on pay. Until recgntlownward derogations were
allowed only in territorial pacts as to cope witberomic underdevelopment and/or a
high level of undeclared work; yet, until recentlyey have hardly been practiced
(Burroni and Pedaci 2011).

Recently, and in spite of the divides between timgoru confederations, national
agreements were jointly signed nearly everywhehmugh with some important
exceptions: metal manufacturing and commerce andcss, covering jointly about 5
million workers, where agreements were signed ehotythe sectoral federations of
CGIL, like FIOM-CGIL in the metal and FILCAMS-CGIln the trade/commerce
sector. Concession bargaining dominated; rightgork were exchanged for the riglot
work, with the unions managing restructuring inesrtb avoid collective dismissals as
much as possible. Overall, numerical and employnflertbility increased, while the
use of the wage guarantee funds (short time warettavage) in order to mitigate the
impact of the crisis was huge.

At company level, most controversial, also as thmegarded the country’s most
important private employer, were some agreemeqgtsesdi for Fiat plants (Pomigliano-
Neaple and Mirafiori-Turin) in 2009 and 2010 (Leaia2010; Cella 2011). Without
the consent of FIOM-CGIL, they introduced downwdetogations on pauses, working
time shifts, and overtime, as well as limitatioaghe right to strike. At Fiat Pomigliano
a 'New Company’ was virtually created, where allrkeys had to apply for the job
again with FIOM members discriminated against.rheo to definitively exclude FIOM
from all its plants, Fiat even left the national@ayers’ association and signed a first-
level agreement apart from the national metal agesw. FIOM opened a broad
campaign, appealing to public opinion and claimiogurts against anti-union
discrimination. Courts at different levels repeftagpheld FIOM’s arguments.
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At last, aware of the risks of chaos, social padmggadually re-established co-operative
relations, signing new framework agreements comegrn trade unions
representativeness and collective bargaining. Tneement of June 28, 2011 — signed
by Confindustria and CGIL, CISL and UIL — confirmélte two-tier system and the
primacy of the industry-wide level, with the poski to adopt 'modifying agreements’
at company level, but only when permitted by thet@m@al agreement. Moreover, such
modifications need to be signed by the majorityhaf works councils (RSUs). The key
issue of the relation between a certified levelegresentativeness and the validity of
the collective agreements effects, more in detailas the core of a new bipartite
agreement signed on May 31, 2013. Representativerms was measured through a
double system (like, by law, in the public sectarg/culating a mix of number of
members and votes obtained in the works counciBJ)Relections. Once the weighted
average would pass the threshold of five percergarozations are admitted to the
national negotiation tables. National industry-wadgeements are considered binding if
signed by unions representing 50+1 percent ofdleant workforce. Workers have the
right to be consulted in useful time on the drafteement and their vote has to be kept
in consideration by their unions, before to sigmc®it should be finally supported by
the majority, the agreement will be considered imgdor all, also for the dissenting
workers and organizations, who will be not allonady longer to organize forms of
industrial unrest. Then sanctions could be givethtse dissenting unions who do not
adequate to the will of the majority. For employé¢hney will consist in economic
penalties. For the unions (never for the singlekem), they will be decided and listed
into the sectoral agreement and will basically ¢giria a strong restriction of access to
the trade unions facilities. A very controversiatiainprecedented clause, against which
the metalworkers federation of CGIL (FIOM) is now conflict with its umbrella
Confederation, refusing to ratify such a principle.

This model has the limit to cover the industry secinly, while the 3-year duration of
the contracts risks to be too long to adjust unetgaechanges in cyclical conditions.

General analysis of the main trends fostered by #macted measures under the EU
governance framework

Regressive changes are required in deficit comtty the new interventionism of
European institutions (Muller and Schulten, 20I@)e new governance of the Euro
Plus Pact / Fiscal Compact require to achieve gppcific goals, through monitoring,
coordination, sanctions. In a nutshell, they’reftiewing:

- to reduce public deficit under the thresholds of 8%the GDP and the government
debt-to-GDP ration below 60% (at a rate of 1/20°ymar)

- to revise wage agreements and the degree of deatrah of negotiations and
indexation mechanisms

- to encourage the decentralization of collectiveyhgning

- to relate to the public sector wage dynamic toptteate sector

- progressing in the "flexicurity” approach to labonarket

- reforming pension systems, limiting early retiremgchemes

Undoubtedly, policies of public spending cuts, aithh induced by the very high ratio

between sovereign debt and GDP of the country, lcamé&ributed to exacerbate these
problems, enlarging the risk of a vicious circlenr which it will be increasingly

72



difficult to escape. The effect of the Fiscal cortpaplementation could be extremely
heavy on the Italian economic growth and in termsazial costs. In Italy the public

debt-to-GDP ratio is 134 per cent. In order to eesphe objective of reducing it 60%
we have to find 1,120 billion which — devided fo® 2 give us two unreachable
possibilities: to find 56 billion euro per year, tar increase GDP at a rhythm of 4% a
year. Everyone can easily understand how thisiisggim impact on public expenditure

and welfare state, feeding a big people concerndascbntent about the EU and its

policy.

In the summer of 2011, the Italian economic sitiaseemed to precipitate. The value
of bonds over 10 years rises to nearly 7%, whigegpread with the German ones rears
up to more than 500 points. Private foreign capitiéhdraws and the country seems to
portend the need for an IMF intervention. The Bsrhni government is weakened by
its internal and there’s a great mistrust eithethim markets and European institutions.
Italy — the third economy of the Eurozone (16,5%eo0fo-area GDP) — is at that

moment the main preoccupation of the European yatiakers..

On August 5, 2011, a ’'secret’ ECB letter (TrichetdaDraghi) ask the Italian
government to do a very precise list of thingsdo d

- to reform the pension system on the issues oflihibdidty criteria for seniority
pensions and the retirement age;

- to reform collective bargaining, allowing firm-levegreements to tailor wages and
working conditions to firms’ specific needs, andreasing their relevance with
respect to other levels of negotiation.

- a « careful review of the rules governing the tyramd firing of employees

Since then, Italian governments (first Berlusctatier on Monti) took their homework
seriously, adopting a broad austerity package giefpall measures requested by
'Europe’. The timeline was the following:

- Freezing civil servant pay for 3 (+ 2) years;

- Reform of the collective bargaining (Act no. 148/2) with a radical de-
centralization and power to derogate

- Pension reform (Act no. 135/2011), delaying the fageetirement

- Reform of fiscal policies, with the obligation talbnce the budget in the
Constitution

- Reform of the labour market (Act no. 92/2012), xelg rules about individual
dismissals and

- the shock absorbers scope

The ECB evaluate positively the commitment shownthsy Italian Government and,
already at the end of summer 2011, buys Italiardbdor a value of 100 billion euro,
trying to remedy the leak of private investors.

For the European institutions, in Italy contractwehges are considered to much
centralized; they have been so far less resporwmivéabour market conditions and
productivity performances (European Commission420Act no.148/2011 (art. 8) was
the immediate answer of the Italian governmenthes ECB letter. It establishes that
'specific agreements’ at “proximity level” may degete on many issues: new
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technologies, work organization (including clagsfion systems), short-term contracts,
working time, employment contracts, and dismisalbwing also to establish working
conditions below legal standards. From exceptiorddrogations from national
collective agreements or even from law became 'abipthe only limit left not being
in contrast with international or constitutionahflamental rights or principles. Scholars
are in large majority against such a very dangermus and, together with the CGIL,
they ask for an abrogation of it, which — nevertissl— is still not in the agenda of any
of the main political parties.

Role of the social dialogue in the process of desigd implementation of the actions
(with particular focus on labour market reforms)

What here is important to underline is that theerof the social dialogue was quite
completely marginalized. Unlike during the 1990&/ken social pacts were a stepping
stone of the reforms of the labour market, weltamd industrial relations system — now
social partners were merely consulted and theirmiops scarcely considered.

Surprisingly enough, social mobilization and unrests far below that one could

expect: 3 hours only of strike for a reform of fmension system which postponed the
age for retirement of some years.

However, for what in particular concerns the indaktelations, we can say that in spite
of the new norms (art. 8; Act 148/2011), socialtpers haven't seemed to be very
interested in adopting its model of radical decdigation of collective bargaining.
Signing the already mentioned three bipartite fraor& agreement of 2011, 2013 and
2014 Confindustrig they have confirmed the two levels and the imgdrtrole of
coordination of the national sectorial collectivgreement. Although weakened by the
new possibility for derogations, we can still ddéser the Italian way to the
decentralization of of collective bargaining as @ordinated and organized one.
According to someone, ltaly is probably the onlymiy, together with France, where
the National sectorial collective agreement stihypa pivotal role. An important
difference with other comparable countries (theated Piigs, for instance), where one
of the main outcomes of the austerity measuresbkas to completely dismantle the
central coordination of collective bargaining.

The new centre-left premier, Matteo Renzi, has aggmly declared that he hasn’'t any
intention to open a tripartite concertation withe tlsocial partners, since they're
considered as a collective actor just as many stimethe civil society. His model, at

such a regard, is Tony Blair, who with the uniordnt establish any particular form of

social dialogue.

4. SOCIAL IMPACTS OF THESE MEASURES
4.1 Wage setting

Italy belongs to a group of European countries wtibe minimum wage (MW) is not
fixed by law but through collective bargaining (\(uan-Whitehead 2008;
Kampelmann et al. 2013; see for Scandinavia ChderAccording to Article 36 of
the Italian Constitution, 'every worker has thehtigo wages in proportion to the
guantity and quality of his work, and in any cas#fisient to allow him and his family
a free and dignified existence’. This 'proporticgiaand ’sufficient’ pay, as interpreted
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by the courts, consists of the minimum set by tagonal sector agreement with which
the worker relates. Since such contracts do not¢ hammally a subjectiverga omnes
binding effect, thanks to case law the MW as lamvd in sectoral agreements is
commonly extended to all workers. Although no memtiiethe signatory union, any
employee must receive as a MW the equivalent tbeiheisaged by that agreement and
applicable in its sector for the same type of wdr&.the MW concept was preferred
that of 'fair’ pay, based on the combined effecthd 'sufficiency’ and 'proportionality’
principles, as laid down in the Constitution. Thenpiple of sufficiency requires that
the MW is higher than the mere minimum subsistdegel, in order to guarantee a
certain freedom from the need to work through thatlitical and legal approach that
has inspired the Constitution — is the true cooditvf access to citizenship.

According to a recent study comparing micro-levabe data with the available data on
wages in the lowest category in pay scales in natisectoral collective agreements for
those European countries that do not have statiovg, Italy ends up as the European
country with the highest level of the Kaitz ind&he MW thus calculatedwould be at
approximately 80 per cent of the corresponding aredvages, across EU member
states coming closest to the median national pagl.I&or example, in 2009 the sectoral
hourly MW was on average € 10.62, against a meaoamly wage of € 11.72 (Garnero
2013; Kampelmann et al. 2013, 45). Thus, the halkase may demonstrate that a
system in which MWs are set through collective bargg, is not per se inferior to
systems with statutory MWSs; by contrast, a systasel on collective bargaining may
even be preferable from a workers’ point of viewet,Ysome caveats remain. First, in
Italy large differences in MW levels are recordedoas sectors. Second, the country is
also at the top of the ranking concerning the sbépersons uncovered by any form of
MW. In spite of the collective bargaining coveragfeapproximately 80 per cent, the
research just cited found that in 2007-09 31 pet o€ltalian workers were paid below
the rates fixed by sectoral-level collective agreats, implying that the high Kaitz ratio
should be interpreted with caution (Kampelmann.e2@13, 69). The high Kaitz ratio is
probably (at least partly) due to the comparatively levels of median and average
wages, at which levels wages are strongly compaesSse

4.2 Evolution of nominal/real wages

Wages, how we’ve just seen, have been sufferimgng stagnation, as effect of some
erosion of the power of purchasing, precarizatibrthe employment contracts and a
very weak dynamic of productivity.

In spite of many common places, cost of labourtatylis not higher than in other
comparable countries. Actually, according to rededROSTAT figures (2014), one
hour of the Italian workers costs 28,1 euro, whil¢he Eurozone is equal to 28,4. Italy
is far behind Sweden (40 euro), Denamrk (38,4)giBeh (38), France (34,3), the
Netherlands (33,2), Germany (31,3).

% Based on wages in 2007, 2008 and 2009, and or@&tive agreements (Kampelmann et al. 2013,
42).

% An indication is that, with an estimated 11-16 pent, in 2007 and 2009 in ltaly the sectoral-level
share of low-wage workers (earning less than tvirmi$hof the national median gross hourly wage) was
comparatively low (Kampelmann et al. 2013, 73).
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As noted, one of the most striking features of ltflaédan economy over the last two
decades has been the very poor performance in tefrpsoductivity growth. Since
2005, its productivity development lags behind tbatpeer comparative countries,
notably Germany, France and Spain. The reasonsucii $ad performance are
manifold. Major constraints likely reside in theairaverage size of companies, with a
large share of companies where unions and collediargaining are excluded, and
investments in research and innovation are very Buwvveys have demonstrated that in
medium-large enterprises, with over 50 employeesl amion representation,
productivity is higher; so are wages. In this catggin 2012 the yearly average value
added per employee was € 53,440, and average epoasgs were € 24,690 (Megale et
al. 2011). In small enterprises, with less thare@{ployees and no union representation,
productivity and wages are remarkably lower: haxerage added value in 2012 was €
28,770, and the average gross wage € 16,510 (ISDAB).

Between 1993 and 2009, wage dynamics were detednbgethe ’planned inflation
rate’, as expected and fixed in regular tripag#ssions between government and social
partners taking place twice yearly. That rate wesumed by social partners as the
ceiling for industry-wide collective bargaining, ander to safeguard purchasing power.
Gaps between the planned inflation rate and thlerada could be recovered after two
years, when a new round of sector negotiations avbalve been established, just with
this aim and with the purpose of fixing the newreases for the next two years. Other
possible increases were left to the company ortdeal level, and were related to
productivity and profitability as collectively agre targets. The variable wage was the
object of negotiation at decentralized level, wdtiteria, parameters, and objectives to
be achieved. With the 2009 Framework Agreemengva indicator should replace the
planned inflation rate. It would be based on theokRean Harmonised Index of
Consumer Prices (HICP), excluding imported energsts; and calculated by ISTAT.
The significance of the gap between the HCPI aedatttual inflation rate, calculated in
the same fashion, would be assessed by a bilatemaiittee at multi-sectoral level and
no longer at sectoral level. The recovery of thp, gast in case, would be effectuated
within the duration of the industry-wide agreemehtcording to the CGIL, the new
system will erode real wages, as energy priceseaduded from the adjustment
mechanism, and significantly reduce the autonomygadiective bargaining at sectoral
level since the only possible wages rises woulthbee linked to inflation. Besides, as
noted, the system will ease the use of downwardgddions through opening clauses.

With the abandonment of théra and the adoption of the Euro, currency devalua®n
a variable for macroeconomic adjustment was nodorgailable for national politics.
Since then, the Italian economy would have to aghggnificant structural adjustment
of its production capacity, fostering 'high roadicainnovative options; instead, Italian
companies have generally chosen adjustment pasies! lman the reduction of production
costs and, in particular, labour costs. Nationdbrras have mainly, albeit not
exclusively, focused on the labour market, with esies of measures designed to
increase labour market flexibility. Structural astment of product markets has
remained modest, without strong public interventiorensure a fair (re)distribution of
income. Inflationary pressures, rather absent ihemtEuropean countries, have
remained high: despite strong wage moderationaitalonsumer prices have continued
to rise more than those of most other Eurozone toegn Jointly with changes in the
distribution of the tax burden this has causedrangt compression of middle class
incomes at the expense of domestic demand.
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The dynamics of income distribution can be sketchgdollows. During the 1980s, an

increase in real labour costs, quite close to dhatal value added and higher than that
of productivity, led to a substantial stagnatiortlod distribution share. In the first half

of the 1990s, the slowdown in wage growth and rHgllemployment determined an

initial fall in the labour share. From 1993 untiet outbreak of the crisis in 2008,

collective bargaining, both national and decerteai ensured an increase in gross
wages in line with inflation (Megale et al. 2011). these years, and in spite of low

productivity growth and modest redistribution, phasing power was basically

defended. In the pre-crisis years 2000-2007, therame annual gross collectively

agreed wages related to actual inflation grew, mragye by a mere 0.3 per cent yearly
and 0.4 per cent in manufacturing industry andulblic administration.

During the crisis, collectively agreed wages contl longer keep up with inflation
rates. Observing the annual change in gross agmeegs 2008-2013, we notice a
progressive decline in actual increases, due piiyniar the exhaustion of old national
collective agreement in place. In the first phakée crisis (2008-2010), this led to a
modest real wage growth while in the last perioithwhe slowdown in collective
bargaining as a consequence of the recessionyaggs fell substantially. Data indicate
that in particular in 2012 the annual average ghowntcollectively agreed wages per
employee could not keep pace with inflation, argllied in the largest annual loss of
purchasing power since 1995. According to the ta®FAT figures, this decline may
have continued until at least the end of 2013, gdimg a three years’ cumulative loss
of 3.6 points.

The downward rigidity of real wages — basically wesl by national bargaining — has
allowed a relative preservation of wages even tinout the period 2000-2013. Yet,
over the past three years this mechanism no loogéd maintain purchasing power.
As a result of the wave of unemployment and undpleyment, including the massive
use of the wage redundancy funds, the increasarirtime work and the reduction of
working hours and overtime, obviously connectedhwite widespread setback of
second-level wage bargaining, nominal wages agtiuateased, for the first time since
2011, less than contractual, marking a growth fatedelow actual inflation. Graph 1
illustrates these developments. We add that OEQDEamostat data mirror the relative
stagnation of Italian wages (OECD; Eurostat). IARQhe Italian gross average wage is
equal to € 22,088, and the net average € 15,6 1CHE012).
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Figure 3. 2: Italy. Wages and inflation, Italy (anrual percentage changes): 2007-
2013
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4.3. Inequality

Even before the deregulation of markets and theemmgtion of finance, the rise of
income disparities can be recognized as one ofdbecauses of the crisis. From the
1980s to 2008 the labour share in Italy’'s GDP testpercentage points, more than 130
billion of euro. A huge amount of wealth, which hast been reinvested in productive
activity and real economy. Some indicators that cam take as a reference: Gini
coefficient; Income quintil share ratio (S80/S2M). Italy, income inequality as
measured by the Gini coefficient is quite high: wibver 0.36 in 2010 the Gini
coefficient calculated over disposable incomes wae of the highest among the EU
member states (Acciari and Moccetti, 2013). Clgssif the 30 OECD countries
through the index of income concentration, Italyswhe sixth most unequal country
(OECD 2011).

Beside, social mobility in Italy is one of the masttic, as it is stronger more than
elsewhere the intergenerational transmission afuakty.

The richest 10 per cent of the population own a3 per cent of the whole
patrimony of the Country. This distributive injusgiwould have been more tolerable if
the country would have an economic, fiscal andaaystem able to redistribute new
revenues more fairly. Yet, international compargon family wealth confirm that this
is definitely not the case. According to ISTAT datam 1990 to 2012 rents rose by
over 80 per cent. Meanwhile, the share of investrirerelation to profits of the entire
economy fell at the same time by about 40 per cBmis, growing profit rates neither
ensured greater investment, efficiency or proditgtivor did they produce more and
better jobs or more inclusive social security. Hileance between profits and rents at
the expense of the labour share was based on dlgeegsive compression of the share
of national income distributed to wages, in Iltalpre than any other industrialized
economy. Hence the excess of production capacity sumpply, which put all
components of aggregate demand under pressure dantolethe current over-
accumulation that characterizes the growing glabbhlances.
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Blue collars working families have been severelig@ed. Wages of skilled workers
Italian manufacturing industry, compared to tho$ether professionals of the most
developed European economies, were some of thestowe

Table 3.2. Italy. Wages by tipology of wage earndP012)

Typology of wage earner Net average monthly salary

Male standard employee 1.260 euro

Female employee 1.109 euro -12,0%
Employee in a small enterprise (1-19 add.) 1.031 euro -18,2%
Employee in a Southern region 1.008 euro —20,0%
Migrant worker (extra-UE) 949 euro —24,7%
Fixed-term contract employee 929 euro —26,2%
Young worker (15-34 y.0.) 920 euro -27,0%
\Worker on collaboration project 841 euro -33,3%

Because of the combination of a high flexibilitythvia low security, in Italy scholars
describe the new situation in terms of “FlexIinsdagur(Berton et al., 2009). The
population at risk of poverty is growing year afyear; Precarious jobs open the way to
the phenomenon of the working poor

Social security system and coverage

The Italian social protection system, occupaticarad Bismarckian, is clustered in the
Southern European family of welfare states (Espindersen, 1990; Ferrerd993). It
includes the centrality of the family and, withity that of the male breadwinner;
absence of a universal minimum safety net; prioaiftached to length-of-service and
old-age pensions; and the low-level ‘sense of ‘stateeaning both inadequate
administrative regulation and a state apparatus ith&ighly permeable to political
patronage.

Unemployment protection, in particular, has bedwmatopic in political and academic
debates for at least a decade and forms part ofimtive general debate about overall
reform of the social security system. One histdrizaakness of the social security
system in Italy is without doubt the arrangementsifisurance against unemployment,
known by the term ‘social cushioning measurashfnortizzatori socia)i We have here

a somewhat incoherent, highly fragmented systemravhiee types and levels of
protection depend on a whole host of criteria: reatf the employment contract, size of
the company, sector of the economy, age of the fiogarg, regional employment
situation. Access to benefits and their fundingd d@ahe degree of coverage by the
system, vary considerably from one occupationaégaty to another, depending on
their negotiating powers over the decades and thality to exert pressure on the
government, itself keen to build and stabilise @aaonsensus. The rate of substitution
earning-related and duration are extremely varimig/een stronger categories, covered
by the law, and weaker ones: SMEs, atypical wat,tb volunteer arrangements.
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The EU employment strategies, in the years 200@sted a favourable climate for
debate about thorough reform of the Italian uneymplent protection system. Terms
like employability, activatiorandflexicurity loom large over this debate, but concrete
outcomes continue to be very limited. Scholars dlesdhe Italian labour market and
social protection in terms oftexInsecurity (Berton et al., 2009), as the result of more
work flexibility and less social protection. In 2Ditaly spent on passive labour market
policies 1,7 per cent of GDP, of which active measwabsorbed a mere 0,41 per cent
(ISTAT, 2014). Social fees (from employers onlyg an average low (normally below
2% of full wages), and public spending for labowarket policies is very low:.

Meanwhile, welfare state — also because of the Edsnres — is under attack. From
2008 to 2013 and under the blows of the ax of aigigolicies, public funds for family
policies collapsed from € 347 million euro to o€lY0 million; those for social policies
from € 930 million to € 344 million, and for equapbportunities from € 65 million to €
11 million. Local authorities, managing a largetparwelfare supply, were cut by 70
per cent of their financial capacities on this befidudgetary Plan for 2013).

Given the flaws in the social security system,axdlive bargaining has functioned here
as a ‘stop-gap’. ‘Bilateralism’ is one of the origl forms of VOW provision that filled
in some of the shortcomings in the universal areamgnts for income protection in the
event of temporary job losses (Leonardi 2009).him lhard context of today it is likely
that social partners, through volunteer occupatiovedfare (VOW) and bilateralism,
will be overloaded with competences in terms of-Beanced and self-ruled alternative
services (Pavolini et al. 2013). Rather than refogihe system towards universal legal
social protection, in 2012 the law makers chosextend the model of bilateralism
(Riforma Fornerd, making it mandatory for those sectors till thexcluded from the
law on wages guarantee funds (basically small-raadium-sized enterprises, tourism,
and various services).

Bilateralism is subject to a strategic and ideatabdispute between the largest Italian
unions, testifying the lack of consensus abouant the different approaches between
the trade unions confederations. The debate refatéee idea of society and the model
of unions. On the one side, CISL assumes thatpimt ©f the secular and ongoing crisis
of contemporary unionism, bilateralism representassible exit strategy, with
‘servicing' as the new and crucial resource forugmg and organizing members, and
as the best response to the need for a deep rmefcastlfare, in a participatory and
proactive approach to labour relations. On therotise, CGIL is more sceptical, both
concerning the model of unionism and concerningréferm of welfare, questioning
bilateralism as the new mainstream. According te tlonfederation, as Italian welfare
has been historically an incoherent and highlyrfragted system, the new emphasize
on VOW risks to accentuate such incoherence, ei@roorporative attitudes and
solutions either at territorial and micro-firm léyvie a country already plagued by many
and deep dualisms.
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5. SOCIAL UNREST ASSOCIATED TO THE IMPLEMENTATION O F
AUSTERITY MEASURES AND STRUCTURAL REFORMS

5.1. Labour conflicts

Striking is a fundamental right in Italy, enshrinedArticle 40 of the 1948 Constitution.
That article states that ‘the right to strike mayydbe exercised in accordance with the
laws under which it is regulated’. Although thatsaenvisaged at that time, actually no
law governs its operation. Only in the so-calledblic essential services®, since 1990,
there is a specific law. Unlike in some Northernrdaean countries, in ltaly, for
doctrine and jurisprudence, the strike is an irdliail right to be exercised collectively.
It is considered a fundamental individual righteasf the expression of the freedom of
organization and unions liberties. Since the e&860s, the courts have allowed both
political and solidarity strikes, giving workers vaide freedom on the forms and
manners for exercising the right to strike. It malgo be called by spontaneous
coalitions, industry-wide or in the workplace, witb obligation to consult workers and
/ or union members. No formal distinctions are cd&®d between economic and other
types of strikes. Collective agreements normaliytaim clauses of ceasefire before and
during the collective agreements’ renewals. Thenéaork agreements of 2009, 2011,
and 2013 reaffirm such a volunteer but binding apph to conflict regulation.
Conciliation and arbitration procedures are deteeaiin collective agreements but are
not binding like in other countries. The recenttigiase brought to the fore the position
of those who call for a reassessment of the tathtiassumptions according to which
strike is an individual fundamental right of worker

Overall, industrial action has been declining aytduring the last two decades. The
number of days not worked due to strikes fell bypé8 cent averaged for 1990-99 to
2000-2009. In the 2000s, nevertheless, strike iactiv Italy remained relatively high
and in the top league of European countries, albei preceded by several other
countries, notably Spain, France and Denmark (Veled2011). In the 2000s, the
defense of jobs at industry level was the main eaafsindustrial action. Moreover,
national mobilisations with six general strikesairtouple of years, were organized by
CGIL to contest the austerity policy of the Berlosicadministration.

While we do write these notes, a great rally — vatte million people — was hold by
CGIL in Rome (25 October 2014), to protest agaihetRenzi’s project to abolish the
reinstatement right in case of unjustified dismisSational unrest are scheduled by the
public workers unions against the new stop to émewals of the collective agreements.
A general strike is going to be called by CGIL a@aon mid November.

5.2. Social conflicts

In these difficult years, there have been manyedifit forms of social protest. Some
affected individual companies, particularly hit the restructuring, closures, collective
redundancies. Quite sensational the case of Elexfrawvhere the Swedish management
of MNC requested a reduction of labor costs atielrel of the Polish ones, in order to
avoid the transfer of the sites of the Italian heast towards that country. Other
individual categories of workers entered in striige to delays in the renewal of their
national collective agreements or the deterioraiiotieir working conditions. This was
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the case of municipal employees of Rome, for whioére is a risk of loosing the
variable salary negotiated at local level.

Parties with an openly xenophobic ideology and @gam - such as the League or
small parties of the extreme right - collect a ltotd consent limited. Cases of

particularly striking and widespread racism haverbeelatively few. There is certainly

some discomfort for the recurrence of immigrantlags on the coasts of Sicily, where
the reception capacities of the institutions haeerbtotally inadequate, causing the
reproach of the European institutions. In contrastpng the political forces and sectors
of the Italian society, there is a widespread feglihat Italy was been left alone at the
forefront of Europe in the management of the fl@vmass illegal immigration.

The most significant and relatively peculiar featwf recent years has been the
emergence of a movement like that of the Five StdE&S), charismatically led by the
former comedian Beppe Grillo, who in the generactbn of 2013 received an
impressive 26%, momentarily becoming the first ypart the Country. About this
phenomenon was debated and written a lot. Its noharacteristic seems to be a
profound rejection of politics, of "traditional” gees — considered indistinctly "corrupt"
and "discredited”, who have ruled the Country facables. Against all forms of
delegation and mediated representation, M5S indieet democracy through the new
ICT opportunities. Many observes, however, havengfly denounced the ambiguous
character of this movement, authoritarian insidel anth a contradictory political
platform, aiming to catch in a populist all formsdiscontent that today expresses the
Italian society. From the small entrepreneur, opped by the taxes, to the unemployed
youngster who claims for basic income; by the raldicovements of protest against the
construction of large public works to those whd aglon more public order and fewer
immigrants.

5.3. Distrust and disaffection with institutions, @rticularly EU institutions.

Over the past few months have been published owspolls about the feelings of the
Italians towards the EU institutions. The resuleyevsometimes conflicting. However,

what has emerged is primarily a generalized lossooffidence rather than 10 or 20
years ago. Today the European project, only 36% thedy were a "convinced"; 40%

"weak", 14% "anti" and 9% "skeptical." The majoitical concern the euro. When

asked what led to the introduction of the singledpean currency in 2002, and 20%
claimed to have brought benefits, 22% had onlyesatf complications, whereas the
majority concedes that led to some complications,donsidered that the euro Europe
remains necessary.

The recent elections for the European Parliamenttaly have revealed a feeling

towards the EU less distressing than in other cmmtThe Democratic Party, openly
sided on pro-European positions, got an impressngeunprecedented 40%. The most
openly anti-European forces have instead perforim&dr than what it was expected.

6. CONCLUSIONS
The Italian system of industrial relations is ligithrough a prolonged phase of

transition which does not seem to have reachecide(Carrieri and Treu 2013). The
numerous events which have hit it in recent timesrapidly and profoundly changing
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the traits that for a long time had marked thisytiac national model. Collective
bargaining has repeatedly been the subject of mefoundermined from the top by
European interventionism, with the Fiscal compatd its National implementation
between 2011 and 2013 (Muller and Schulten, 20439, from the bottom, as in the
case of Fiat to be described in this chapter, mifeemployers a regressive exit strategy
from a model that we could otherwise define as rdomted decentralization’. The
most recent lItalian governments have been activemplementing the austerity
measures required by notably the ECB, adopting @utgublic expenditure, increasing
taxes, and using labour costs in a mere logic ofpm=iitive devaluation.

In the last decade considerable tensions have aibarsed the relationship between the
various trade union pillars, as testified by theesal agreements signed excluding the
General Italian Confederation of Labai@GIL), the largest union confederation. This
critical situation improved only in the last feways, when — first in June 2011 and
again in May 2013 and January 2014- three new fraorleagreements were signed by
the largest employers’ associaticdDofifindustrig and all representative union actors,
CGIL included, in order to define who and how cae tonsidered sufficiently
representative to sit at the collective bargairtaiges and sign agreements binding for
affiliated employers and employees.

The difficulties of the Italian trade unionism dotrseem so much of a quantitative
nature, as in other countries (decline of membprsind collective bargaining

coverage), but mostly qualitative (Carrieri and haali 2013). As main problems can
be noted:

- the gap between the level of unions' general reiti@gnand power resources
(membership and mobilization capacity) and the aVeutcomes in terms of
wages, employment levels, working conditions, aetfave state provisions;

- the unprecedented marginalization of social pastreerd dialogue due to the
new European and state interventionism in the nsakial issues, collective
bargaining included, jointly with a gradual deceeas the role of the state in
social expenditure and economic/industrial policy;

- the crisis of traditional voluntarism in the fielaf industrial relations, with

subsequent legal uncertainty and conflicts;

the strategic divides among unions concerning wiosle and strategies in the

new century: basically, a kind of new business misim in the case of CISL and
UIL, based on servicing and decentralized barggirin one side, and more
rank-and-file unionism, based on organizing muitipboyer collective
bargaining primacy, pursued by CGIL.

For these reasons, establishing new shared rukdsable, democratic and effective — is
urgent, as the traditional voluntarism finds itsglf a dead end street. The recent
sentence n. 231/2013 of the Constitutional CourthenFiat case states that a law on
such items cannot be postponed any longer. Theipaghite clear and marked in the
three new framework agreements 2011-2014 whicim fitds point of view, need only
to be transposed into law.

Once the basic rules on actors and procedures bege established, the question

remains what kind of collective bargaining has & dchieved. Looking at trends in
Europe, we assume that decentralization is someimawvoidable. It has proven to be a
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crucial instrument of adaptive concerted efforts amicro scale, as shown by the
importance of negotiations involving topics whiadnge from functional flexibility to
wage flexibility (Glassner et al. 2010). The isstere is to which degree
decentralization should be expanded. In less than decades, Italy went from the
coordinated decentralisation of the 1993 Protodala weakly coordinated system (the
separate framework agreement of January 2009), dmpletely disorganised
decentralization, as in the Fiat Group and in théla 8 of the Act no. 148/2011
(Carrieri and Leonardi 2013). The threats arrivéhbfstom economic and political
global pressures: a definitive dismantling of cdiiee bargaining and a new form of
neo-micro-corporatism and inequality. It preludes what Alain Supiot calls
'refeudalization’ (2007), where company and terigdb community is the new
constituency and perimeter of solidarity and ciigt@p. Against such a risk, multi-
employer bargaining remains a fundamental toolltdty, this path — as we already
said— is marked by the reasonable compromise rdablyesocial partners in the
framework agreement of June 28, 2011: a realistiodeh of coordinated
decentralisation that only needs to be activatetifaltly respected. Criticisms are due,
first of all, to the never clarified stratificationf the different rules of pacts and
frameworks (July 1993; January 1999; 2011-2014) smdhe different scope of
agreements (public sectors, ruled by law; largausty and banks, SMEs and craft,
agriculture). A second threat is the lack of a law representation and collective
bargaining, thus always leaving uncertainty andgieluon whether social pacts will be
fully respected.

Equally crucial, at European Union level economaligies have to change, with
approaches able to reverse the disastrous austegdgures of these difficult years. On
this behalf, CGIL has proposed a new natidPlan for Jobs(after the first famously
proposed in 1949), with the purpose to create jblsugh a new Keynesian economic
policy for economic growth supported by a radiead teform: greater progressiveness
a shift away from taxing ‘fixed income’ to unprodive wealth, and a fight against
disloyal fiscal behaviour. Another field concernage policy. As discussed in chapter
11 and in the section on minimum wage fixing abake, Italian social partners seem to
have quite reasons to keep the basis of their tnduselations, almost entirely ruled
through collective autonomy, upright. This also laggpto MW fixing, on which the
Italian unions share the view this subject mustai@man exclusive prerogative of
collective bargaining. This said, some major chmgss remain for the trade union
movement, the largest of which lies in covering tp®wth of the informal and
autonomous new forms of post-Fordist work and fearcpreponderance of small and
very small companies, beyond the traditional reatirollective bargaining. Italy is
affected by a historical and un-solved territodallism, while the weight of (bogus)
self-employment and irregular work is comparablthvie less advanced economies of
Europe. Because of these fragilities, collectiveghming — if it still pretends to be an
alternative to the statutory MW — needs to becomeennclusive and able to represent
the interests of a fragmented and differentiatedkfeoce. More union democracy,
involvement, and solidarity, may characterize tr@mroad against union decline and
marginalization.
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Chapter 4
France and the European Agenda: an Ambiguous Impaain Industrial
Relations
Jean-Marie Perndf®

The 2008 crisis created, in the European Uniontardeuro area, the opportunity for
renewed development of economic and fiscal policesrdination. After the adoption

of Euro Pact+ and its Six Pack complement, the a0 Semester, which opened in
2011, now allows the European Council to exercimsec surveillance of Member

States, not only to ensure the adequacy of théioma budgets to the decisions of the
Union but also to guide their reform programs, las katter must comply with the

medium-term orientation and the "Europe 2020" saheihis monitoring process is

accompanied with a gradation of intervention anércion means, from placing under
surveillance to imposing sometimes heavy penatiredlember States, to oblige them
to abide by Community discipline.

We will now recall what the French economic sitaatis like, through some standard
macroeconomic indicators (1), then briefly examthe recommendations made to
France by the European Council of Ministers over ldst two years (2), and finally
question the influence of these recommendations aore generally of the European
institutions -- on the dynamics of the French indakrelations system (3).

1. ASTRUGGLING ECONOMY

The French government's policy since 2012 has fiostised on reducing the deficit,
dubbed as the mother of all battles. Budget cutslip spending reductions and revenue
increases through higher taxation have been widelgloyed for over two years,
without delivering the desired results.

1.1. Major macroeconomic characteristics

Despite that trend break with the previous pertbé, deficit has hardly been reduced
and the debt keeps mounting. Commitments vis-Bvissels to reduce the deficit to
3.6% in 2014, and down to 3% in 2015, are hardlyngatible with most recent
economic data: expected tax revenues have beeestveated relatively to growth,
which is too sluggish; spending dynamics have pidviekier than expected to contain
(mainly due to expenditures towards compensatingmboyment, which keeps
growing); instead, the French economy turns oubeéomarked by a slowdown that
further reduces the chances of achieving that gded. deficit target was reassessed at
3.8 % in April 2014 and, in June, the Court of Aods prognosticated it would be
problematical to get it to fall below the 4% mark.

This slowdown results from a slower than expectexth. In 2013, the President of
the Republic made a surprisingly unexpected moeeaththe same time indicated his
support of social democracy and his economic chofceallying supply policies. He
then geared his government towards imposing loaleour costs to enable companies
to restore their margins and invest in the bessiptes conditions: in the continuity of

199 1ndustrial Relations Researcher at IRES (Frardéd Rehfeldt (IRES) and Catherine Vincent (IRES)
have collaborated to the drafting of the reporiafhs have been designed by Odile Chagny (IRES).
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previous recipes, he has established widespreaiddsgssupport in the form a Tax
Credit for Competitiveness and Employment (Crédingdt pour la compétitivité et
I'emploi, CICE ) announced in December 2012 (se@eXn2). Even before observing
any significant result, the President chose towgthér by announcing on 31 December
2013 the establishment of a Pact of responsib{ftsicte de Responsabilité), with a
number of measures favorable to companies, but wabnterparts in terms of
commitments to maintain and/or develop employmaeritich were to be concluded
through negotiations with the unions. Beyond a fpusitive, dialogue fostering
statements , management has not really commitladniaog a lack of visibility as
regards resumption of economic activity; unions @ixeded on what can be expected
from such an exchange and the government has tadlyteelinquished, in the middle of
2014, its somewhat vague indications about its oreagiming and details.

On June 29, in the "Journal du Dimanche", eight legygrs' organizations, including
MEDEF and CGPME, threatened not to come to theab@uonference on 7 and 8 July,
if the government failed to take a number of fimefdly decisions, in addition to those
already granted to employers (see Appendix 3).dDsty, these same organizations
even demanded to reverse some provisions on pagt-tvork, provided in the 11
January 2013 agreement, though MEDEF and CGPMEilgadd it.

The government has relied on growth to reduce ut@mpent and public deficits, but
the recovery has failed to materialize, so far.liDedn public expenditure is not a step
in the right direction because it has always baeRrance, a significant driving force of
investments and employment.

Figure. 4.1. France. Government net lending and gss debt.
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This slowdown results from a slower than expectexth. In 2013, the President of
the Republic made a surprisingly unexpected moeeaththe same time indicated his
support of social democracy and his economic chofceallying supply policies. He
then geared his government towards imposing loaleour costs to enable companies
to restore their margins and invest in the bessiptes conditions: in the continuity of
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previous recipes, he has established widespreaiddsgssupport in the form a Tax
Credit for Competitiveness and Employme@rédit d'impdt pour la compétitivité et
I'emploi, CICE) announced in December 2012 (see Annex 2). Evearédebserving
any significant result, the President chose towgthér by announcing on 31 December
2013 the establishment of a Pact of responsibjftsicte de Responsabiljtéwith a
number of measures favorable to companies, but wadbnterparts in terms of
commitments to maintain and/or develop employmaeritich were to be concluded
through negotiations with the unions. Beyond a fpusitive, dialogue fostering
statement$”, management has not really committed, claimingck lof visibility as
regards resumption of economic activity; unions @ikeded on what can be expected
from such an exchange and the government has tadlyteelinquished, in the middle of
2014, its somewhat vague indications about its oreagiming and details.

On June 29, in theJburnal du Dimanchk eight employers' organizations, including
MEDEF and CGPME, threatened not to come to thegb@onference on 7 and 8 July,
if the government failed to take a number of fimesfidly decisions, in addition to those
already granted to employers ( see Appendix 3)id0sly, these same organizations
even demanded to reverse some provisions on pagt-tvork, provided in the 11
January 2013 agreement, though MEDEF and CGPMEigadd it.

The government has relied on growth to reduce ut@mpent and public deficits, but
the recovery has failed to materialize, so far.liDedn public expenditure is not a step
in the right direction because it has always baeRrance, a significant driving force of
investments and employment.

Figure 4.2. France. GDP: level and growth rate
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191 An agreement concluded in the metal industry orV2y 2014 is a statement of commitments to
dialogue. It has no binding normative force.
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Beyond macroeconomic performance, public debatinestate of the French economy
has focused on the loss of substance in induséfjected in the large number of
business closures and relocations ove the recems.yA report on the manufacturing
sector, required by Louis Gallois, former CEO oé thrench Railways (SNCF) and
EADS, was submitted to the government in Novemi@dr22 It delineated a worrying
state of affairs. In 2002, the trade balance ofst@ndary sector was in excess of € 3.5
billion and it posted a € 71.2bn deficit in 201&, 3.5 percentage points of GDP.

This report made a number of proposals, some otlwhiave inspired some of the
guidelines found in the Pact of responsibility.clontrast, other proposals, such as that
relating to employee representation on companiesdsoof directors or supervisory
boards, have been ignored or downscaled underyreeBem employers' organisations

Figure 4.3. France. Share of industry in total vale added and employment.
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However, open-ended contracts (contrats a durégendinée, CDI) remain at the heart
of paid employment; 20.1 million employees out 8f2million enjoy the privilege.

While the share of fixed-term and temporary work bacome less stable (13.5 % of
employment in 2013), these forms of employment &exoming increasingly
precarious. Less than one month temporary contveets multiplied by 3.3 from 2003
to 2013 and, from 2000 to 2010, less than one-wWieekl term contracts (contrats a
durée déterminée) more than doubled (COE, 2014videtaxation of very short-term
contracts was attempted in 2013, but it failedriytt®d reduce the phenomenon, which
has worsened further in 2013 and 2014.

At the other end of the age scale, the unemploymsatfor seniors (over 54 years) has
been steadily increasing since the beginning of ¢hsis: their employment rate
increased slightly but the decline of the retiretnage resulting from the various
measures taken since 2003 has had little effechainrate, since 45 % of employees
reach retirement age while they are unemployed.

The average working week was set at 39.4 hour®i® 2Part-time concerns 18% of
employees but 6.9% of men and 30.2% women (INSEHEZ2R while shift work

continues to grow. New forms of employment are gngwmoderately on the fringes of
the workforce, such as portage, employers' grobpsrgy their labour, or even the self-
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employed status (auto entrepreneurs). This relatimgmentation of wage-earners'
status is also accompanied by segmentations, amdchiances of ever achieving
economic security are gradually reducing. The labuarket is still dual, with a low
likelihood of ever breaking out of precarious enyph@nt and achieving more stable
forms of employment (COE, 2014).

Wages have failed to evolve out of past trends, adjdstment has been achieved by
companies through reducing the social securityrdmutions provided for in CICE.

Figure 4.4. France. Wage and productivity developmss
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Wage developments in France depend on many fadtors, collective bargaining to
increasing the minimum wage. If the latter depemalshe State, the former are difficult
to understand because wage bargaining is highlgrdesdized at company level. The
increasing pay individualisation, the development employee-savings and
uncoordinated collective bargaining on wages predueery markedly differentiated
wage evolutions according to firm sizes.
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Figure 4.5 France. Average gross full-time monthly wages according taompany
size

5000 salariés et plus
2000 a4 999 salariés
1000 1 999 salariés
500a 999 salariés
250a 499 salaries
100 a 249 salariés
504 99 salariés

20 a 49 salariés

10a 19 salariés

5a 9 salariés

a4 salariés

0 1000 2000 3000 4000 5000

o employees and over
Source: INSEE

However, after a pause between 1998 and 2004, waggialities between men and
women resumed their slow reduction movement.

Figure 4.6. France. Wage inequality between womennd men 1952-2010 Ratio
between female and male wages in % , data as regartull-time work
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2. RECOMMENDATIONS MADE TO FRANCE IN THE CONTEXT OF THE
EUROPEAN SEMESTER

The 2013 version of the European Semester for Erancluded a number of
recommendations that called on the government ttio itsl excessive deficit -- by 2015
at the latest. The plan was to reach the objediveudget equilibrium in the medium-
term by 2016. In 2014, this goal seems hardly aettlke, given some macroeconomic
indicators and forecasters' studies (IMF, OECD,okaan Commission, and even
INSEE and the Court of Auditors / Cour des Comptedjrance. On the Commission's
recommendations, the European Council on June 2} B3ued a stern review, asking
the French government for details "to ensure thateixcessive deficit will be corrected
in a sustainable manner by 2015, through implemgrttie structural adjustment effort
defined in the recommendation made by the Councdeu the excessive deficit
procedure”. The report is very critical, and tifise accompanied with by a decision to
place the country under enhanced surveillance bggean authorities. So, France joins
Ireland and Spain in this unenviable position, gitkat the other two countries are
considered on the right track while forecasts alsoahce are rather alarmist.

The numerous studies produced by the European Cssioni and the ensuing
recommendations hardly deal with industrial relaioThey barely recall (as if it were
necessary...) the need for dialogue -- adding #ukireyed phrase: "between the social
partners" -- regarding unemployment benefits, viooal training or labour market
reforms. Vocational training and unemployment bisedre not (in principle) part of
the decisions made by the State "in associatioh thi¢ social partners"”, but pertain to
the system of joint regulation of social protectigoaritarisme), a peculiar institution
that gives priority to interactions between emplsy@nd employees' representatives.
The European recommendation here is a "word oh'truan unveiling factor that,
beyond the symbolic representation of joint regaigtlays special stress on the State's
central role, repeatedly noticed with regard tanEea

However, the Commission and the European Counsilagied in 2013 to emphasize
the need to involve the relevant social partnengensions revisions, probably because
of the particular sensitivity of this subject, targears after the great movements that
had stirred the country. In 2014, a cryptic forma&led for examining the effects of
social thresholds on SMEs development, but ther® mearecommendation concerning
the form and content of collective bargaining. @lga the latter's level of
decentralization in France and the part played ionyicompany level bargaining fall
within the scope of forms of industrial relatiorsngrally promoted by the Council and
the Commission.

Recommendations on wages mainly concern the legahnam wage policy (SMIC),
as the latter is considered too high and too dyoatiihe minimum wage in France is
such that it allows beneficiaries to enjoy a pusth@ power among the highest in the
European Union. It is therefore appropriate theimirm wage should continue to
evolve in a manner conducive to competitivenessjainareation” . Again, to promote
companies' competitiveness, the 2014 European Cssionis recommendations insist,
as a side note, that "special attention shouldivEngo the regulatory provisions of the
Labour Code or to accounting rules related to $igesiaffing thresholds” (p 6). They
mention the need to "eliminate regulatory barriéws business growth, including
reviewing the size criteria set out in the regolasi in order to avoid threshold effects
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that hinder French companies' growth" . In Aprill20this proposal was referred to by
the Prime Minister in an address to unions, andigybmentioned by the Minister of
Labour on May 28, 2014. This has been a long-standiaim by SME employers, and
that proposal was at the last minute put on thg 2004 social conference agenda:
social partners were then invited to discuss tmmgeof freezing social thresholds,
knowing that, according to the Prime Minister, "tgevernment will shoulder its
responsibility in case of failure." We can therefoconsider that European
recommendations do have an impact on labour magfetms and even on how to
achieve success.

Similarly, in late 2012, the President of the Rdmuannounced the hurried creation of
the "Competitiveness and employment tax creditCE)l in response to the European
recommendation to lower labour costs in Frances Haivice was meant to reduce by
€30b (on a full year basis) the social contribusigraid by companies. In 2013, the
Commission's recommendations to France welcomedi¢eesion but, the following
year, comments waned less enthusiastic. The Conamissnsidered that the device, so
unfocused was it, had little effect on competiteen Even before the CICE was
ramped up, the President of the Republic took @rtinitiatives by announcing on
December 31, on the occasion of his New Year's egisto the French, the
implementation of a "Pact of responsibility andstfuwhose contours took some time to
be specified (for the contents of the CICE andRhet of responsibility, see Appendix 2
).

The Commission also warned about the role of theearus clausus,-- in force in some
regulated professions (pharmacists, notaries, dalys, etc.). The Commission argues
these closed professions constitute an obstagtibtoreation and competition in these
sectors. The government announced in the summg0b4 that it would open these
professions to competition.

While the influence of European governance on fiscal macroeconomic policies is

indisputable, it does have an influence as welis @agiite obvious, on a large part of the
measures adopted by the government, and has sedoias implications. To implement

these decisions, it seeks to involve social pastbgrinvoking social dialogue as a mode
of government. The influence of the European emwirent appears more diffuse on
these methodological issues.

3. FRENCH INDUSTRIAL RELATIONS: EUROPE'S AMBIGUOUS
INFLUENCE

Since 2008, industrial relations in France haveegthmough several phases that we
briefly recall. We then focus on the systemic dymathey embody and lastly raise
guestions about Europe's influence, or more exaatlyut their articulation with the
European process.

3.1. 2007- 2014, a 3-count waltz
Three slightly different moments in time can betidiguished from 2007 to the present
day: the first sequence spans the years 2007 t8, 26lowed by a conflict phase in

2009-2010 and a third period started in 2011, enrtiiddle of which the 2012 policy
change occurred.
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- The first part of the crisis had less influencetlo®m economic situation than in other
countries: the weight of social shock absorbers (tiinimum wage SMIC and the
earned income supplement RSA) and the share of licpub expenditure on
employment and incomes permitted to tide people theepeak of the crisis without
major damage. The government in office at that tiemeouraged negotiations
undertaken to avoid job losses, but failed to imm@at a major program to
fund short-working, as did Germany for examplethf same time, it

became bent instead on reducing the State's respmapabilities, by granting
tax exemptions in favor of privileged people, eatrhe risk of greatly amplifying
deficits. It encouraged social dialogue, in pattcuto reform the rules of
recognizing trade unions' representativeness aultal obtain, via bargaining, the
reform of labour market rules.

- Second count: in late 2008, the government toalumber of unilateral decisions --
rejected by the unions -- and imposed a pensionrmefwithout any prior
consultation. Two years of social mobilization esduin January 2009, all trade
union organizations jointly established a commaterahtive crisis management
platform requesting determined employment and wagésies. This triggered two
demonstrations that were reminiscent of those iny 68, in view of their
magnitude, which mobilized great numbers in ea@92 During the Autumn 2010,
a major conflict broke out, with a series of evethtat repeatedly angered nearly
three million demonstrators into marching in theests at one time or another, to
protest against pension reforms. These movemeitgd ta achieve their objectives:
the pension reform was passed without a single dment and the way the right
wing government managed the crisis totally overémbkhe joint union demands.
However these have helped keep up a degree of seeson that has contained the
government's achievements, even though that pehnad its share of social
regression.

- Starting in 2011, another period began: on one htredlabour side was gradually
splintered with internal strife, and on the otharirend change in social policies
production modes occurred. After the political ajparmn 2012, consultation of -- or
even association with -- the social partners becaeng institutionalized, with the
generalization of the social Conferences settirgy dgenda for interprofessional
bargaining (more on this topic below).

3.2. A revival of tripartism

The crisis has had significant impacts on collecthrargaining customary procedures in
many EU member-states (Schulten, Muller, 2012 Su@hert, Schomann 1., 2012,
IRES 2013). Developments in this field in Francer draw from the same source.
They are part of a dynamic specific to nationalieg@olitical relations and are only
remotely related to the effects of the crisis (IRE&12). For example, while bargaining
or tripartite consultation declined in many cousdgrias of 2010 (Freyssinet, 2010), it
rather gained new impetus in France. PresidentcbrarHollande and his government
have sought to involve unions in major decisiongohlic policy in the social field, or
to consult them, at least. This involved a symbeiiedication of social partners at
central level through tripartite consultation -- ohequal magnitude according to
dossiers, and via private contacts meant to deéfiaecontours of what is acceptable by
one particular partner or another.
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These changes do not belong to a so-called "Hadlaméthod”, implemented after
Francois Hollande’s victory in the presidentialatiens of May 2012. Neither do they
specifically result from the crisis, although theemes that were bargained over did
pertain to this context; they are even less theseguence of the new rules of European
governance and the European Semester in particular.

The starting point of these changes can be found iaw passed in January 2007,
dubbed the Larcher law, which imposes a new adtmn between consultation of
social partners and normative production.

Box 4.1. Consulting before passing a law

The 31 January 2007 law (excerpts from modified article L 101-1 of the Labour Code)

The spirit of the law is summarized in the first few sentences: "Any reform envisaged by the
Government that focuses on individual and collective labour relations, employment and
vocational training and that falls within the scope of national and interprofessional bargaining is
to be subject to prior consultation with the organisations representing employees and employers
at national and interprofessional levels, with a view to launching such bargaining, as far as
possible.

To this end, the Government communicates its policy document outlining diagnostic elements,
objectives and main options.

When they announce their intention to engage in such bargaining, organizations also indicate to
the Government the time they deem necessary to conduct these rounds."

Since then, many national interprofessional agredésne(accords nationaux

interprofessionnels, ANI) have emerged, a trenthilze barely interrupted by the 2010
conflict over pension that cooled off relationsvbetn all unions and the executive .
The government elected in spring 2012 has therefaesly moved with the flow but

has also amplified it, thereby introducing a newwetyof relationship between public
action and centralized bargaining, which seemsettaking hold at the heart of social
regulation.

3.3. What is a National Interprofessional Agreemeri

A National Interprofessional Agreement (ANI) is novelty in the French system of
industrial relations. Until then, an ANI was simpycentralized bargaining platform
between employers and unions with, as always ind&athe invisible -- or rather very
visible, actually -- hand of the State. It is ttamhal in some areas such as
unemployment benefits or vocational training. T®&as were marked by a number of
interprofessional agreements translated into la@ providing an improvement for

employees (monthly payment of workers' wages, amdit social protection, job

security, etc.) in the wake of the foundationalyJL970 agreement on "individual

vocational training law" signed by all social pas Alain Supiot dubbed this

procedure "legislating bargaining" (négociationfi@gnte, Supiot, 1996).

This practice originated directly from May 1968 amdreak with the previous period
where employers refused the very principle of ptefessional bargaining, except the
institutionalized joint regulation of social protem (Weber, 1991). The practice
mollified after 1976, despite a few reminders bg . Barre government on working
conditions (1978) or on working time, at the begngnof Mitterrand' era (1982). The
failure of inter-professional bargaining on flexity somehow provisionally marked the
swan-song of this type of agreements. Moreovethénearly 1990s, while Europe was
signing a large number of "social pacts" of varyoumtours (Pochet, Fajertag, 2001),
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that trend seemed to elude France almost completetept where joint regulation was

concerned, as already mentioned. These agreemergg&launched in 1989 and again
in 1995, which gave rise to interprofessional fraraek agreements to be suited to each
sector, but these variations proved almost norexist

A new wave occurred after 1998, at the initiatifeMEDEF, the new name for the

employers' organization . E.A. Seilliére, its newegident, opened nine bargaining
rounds on so-called "social reconstruction" (refti@h sociale), in response to the
Lionel Jospin government's (1997-2002) decisiotetpslate on working hours. This

revival resulted in nine agreements concluded batw®98 and 2002. This was largely
a war machine against the left-wing governmenggatily "guilty” of passing the 35

hours Act . As soon as the right-wing governmenktover in 2002, MEDEF declared

it preferred legislative action and relied on anpyer-friendly government to scrap

earlier legislation and launch reforms in line wiih own wishes. During this period, a
large number of agreements brought about develofgmén other subsequent

agreements or directly into law.

As of 2011, the ANI was conferred a new definitmfna different nature: it became an

intermediate agreement, in between the traditigxdl and the Social Pact, such as
France had never known (other than ending up tB3é 48d 1968 general strikes). With

the so-called Social Conferences, the current gorent has industrialized the process:
each year for three years, in June or July, a 8Gaaference is held, under the control
of the government, which tells unions and empldyerganizations which issues it

intends to legislate on. They then launch as maargdining rounds as necessary to
prepare legislation before Parliament. Social magare provided a roadmap to indicate
what the government expects from bargaining, wheadtines are granted to

stakeholders and the contents it intends to find.

With this roadmap in mind, negotiators set to waunkjng the Ministry of Labour
services to ensure results are operationally agiplkc

That method was inaugurated in 2012 and renewefbllogving years, and it has made
it possible to again associate trade unions toabatanagement according to a process
akin to social partnership, which has meanwhilemssk to fade across the rest of
Europe. The government is benefiting by directimguassions between employers and
unions; the latter are pleased to be associatddtidt progress of industrial democracy
(in France called démocratie sociale), a topic tizet made a lasting come back in the
social and political debate since 2007.

3.4. The example of the January 11, 2013 ANI

The January 11, 2013 ANI called "For a new econaanid social model in the service

of business competitiveness, job security and cqraihs” is derived from these agenda
and roadmaps that the government had submittdtetedcial partners at the start of the
2012 social Conference. It is a good example of'&\Minewed relevance.

Firstly, it deals with several issues, focusingeowery large number of subjects. Here
are the main points of the agreement and the bance sheet items relating to their
implementation:
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Complementary coverage for medical expenses, aree, that goes beyond basic
coverage by Social Security and is insured by audit funds, generally jointly
financed by employer and employees. This was egtknad all employees. Until 1
July 2014, bargaining rounds were to take placaedistry level to implement the
new law. There has been very few so far. Comparoes have until January 2016
to bargain about it. Failing agreement within ghésiod, a minimum complementary
health insurance will be implemented

Rechargeable rights to unemployment insurancecage of return to employment
prior to exhaustion of compensation rights, thesekept for a future period
of unemployment (partly and conditionally), whileey used to be  permanently
lost. The unemployment compensation agreement gign®arch 2014 set up the
device. However, for costs borne by the unemploymesmpensation fund
UNEDIC to remain constant, savings were made onerothompensation
arrangements, including those covering casual eyepl in the entertainment
industry.

Increase of the unemployment insurance contributorshort fixed term contracts.
This provision has not yet had observed effecttherstabilization of employment.
Creation of a personal training account (set uphieyl4 December 2013 ANI) and a
right to secure negotiated voluntary mobility imgzanies.

Introduction of a minimum of 24 hours of work peeek for part-time contracts.
Sector-level agreements should determine applicatiodalities before 1 January
2014 and, in particular, derogations for less tmours. Given the difficulties met
by these bargaining rounds, the effectiveness eiikasure was postponed to July
1. To date, only 18 sectors have concluded agresmamviding for some very low
minimum duration: 2 hours for example in the healtid social sectors. Another
possible exception is provided by law if the empleyertifies in writing that it was
at his/her own request that the contract includesraber of working hours below
the legal minimum. In exchange for their participatin the July 2014 Social
Conference, employers' organizations have beenegtdhat discussions be opened
with the government to further ease the deviceiprons.

Improving information/consultation schemes in compa. The establishment of a
bank of economic and social data, currently an orggprocess in companies.
Employee representation on boards of directoroompanies supervisory board.
Creation of a new type of "job retention" agreenthat allows firms experiencing
difficulties to bargain for lower temporary compatien in exchange for continued
employment. Only 4 agreements have been signed.slie limited success of the
measure is due to the considerable constraintedeta this type of agreement.

New rules on collective redundancies: they will dmntrolled by the new Labour
administration. However, unlike the authorizatidmtt had existed until 1986,
approval by the administration applies only to cbamze with procedures and
obligations of a job retention plan (plan de saawdg de I'emploi, PSE). This
control is still more reduced if there is a colieetagreement on redundancies in the
company. In 2013, just over 50% of PSEs resultealdnllective agreement.
Rationalization of labour relations (litigation,ramliation, time limits, etc.).

The January 2013 ANI was signed by three of the fimions authorized to bargain
(CFDT, CFTC, CFE-CGCQ); it was strongly rejected the other two (CGT, FO) .
Transformed into a bill, the government asked Ramint to enact, without substantive
changes, the project it had been submitted andptedged to abide by the spirit -- and
often the letter -- of the agreement.
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3.5. Delayed European influence

While the EU may, to some extent, be said to ha¥eits mark in this new mode of
public rules production, it is not so much felttee new European governance as in
previous EU innovations. In November 1991, the lgaem social partner, the European
Trade Union Confederation (ETUC), the Union of Istlialists of the European
Community (UNICE) -- now called BusinessEuropethe European Centre of Public
Enterprises (CEEP) -- now dubbed the European EaftEmployers and Enterprises
Providing Public Services --, have entered into agneement which provided an
opportunity for self-referral on social issues eatthe EU agenda by the European
Commission. This agreement was changed into artiaalal protocol annexed to the
Treaty of Maastricht in 1992 and introduced in fheaty of the European Union
(Articles 138.4 and 139.1) in Amsterdam in 1997H8R2009).

This European procedural agreement and its subsequostitutionalization in the
Treaty were seized by a number of social actofSramce for introduction in national
proceedings. CFDT, in particular, saw in such pedaggs an opportunity to loosen the
grip of the State on the regulation of social nrat@nd free up a space for bargaining
reinforcing social players' role. In more instrurtarfashion, the new E.A. Seilliére
MEDEF mobilized the spirit of this rule between I98nd 2002 against the Lionel
Jospin government, as has already been mentiomeplokters then claimed contractual
autonomy in producing standards that had actualiged into a showdown with the
government of the day, about the renewal of thempb@yment compensation
agreement in 2000. More recently, L. Parisot, tN&DEF president, also referred to
the merits of such a method (Parisot, 2007) tHatval employers to switch, at their
own discretion, to bargaining with a particulartpar chosen according to the issue at
hand and, for the rest, turn to the governmentastidgment, when they wish to spare
themselves having to bargain.

The method was adopted by politicians following th&astrous mismanagement of the
First Job Contract (Contrat de premiere embauchi#)bg Prime Minister D. de
Villepin in 2006, who had suddenly come up withraft] while parliamentary debate
was in full swing on youth employment. He imposedithout any consultation, either
with the unions, or with parliamentarians, nor ewsith the Ministry of Labour
services. The project had angered the youth, whppated by the entire labour
movement, had conducted demonstrations acrossd-fanover two months. After this
episode, D. de Villepin had entrusted D.J. Chertieputy director of the Safran group,
with a mission on "modernizing social dialoguee thnission led to a report and the
Larcher law was passed early the following yeamimreport, Chertier referred to the
European example as one of the sources of ingpirdor these proposals, which,
perhaps, could have held their own without it, petmitted to find a European source
in this new practice of normative production inrkga (Chertier, 2006).
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3.6. Company-level bargaining: Europe dreamt it, Fance did it

The main transformation of industrial relationsHrance for the past thirty years has
concerned the scope of company-level bargaininmtdrvened in three stages in the
French industrial relations system, and the last gnopelled it as the central collective
bargaining institution.

The first step was the recognition of the compaoal union in 1968 . This founding

moment enshrined trade union rights within the canypby creating the central figure
of the union delegate. This new legal framework é@abled unions to better establish
themselves in companies but it has first provelaiee little impact on their negotiating

function, strictly speaking. Company-level agreetaedmave always existed but were
restricted to large companies, such as the, atstinmonic ones at the Renault
automaker, which, in 1950, signed pioneering agesgm gradually extended to the
metal industry and then to all industries. For thest part, however, bargaining only
took place at sector-level.

The 13 November 1982 Auroux Act on collective bargey introduced the annual
obligation to bargain at company-level. Then, tbidigation related to wages, hours
and work organization . It introduced in paralle¢ tpossibility, in the area of working
time, to derogate (by company-level agreement) frogher level norms, provided the
agreement was not opposed by the unions repregemtimajority of employees.

The successive enlargements of this opportunitgugily transformed the meaning of
company-level bargaining, during the 1990's anchewere so the 2000's. Firstly, the
number of topics on the agenda of the annual dimbigao bargain kept increasing:
namely, working time arrangements; the 35 hourswéet 1999 and 2001,
mainstreaming between men and women; employeegsvemployment of workers
with disabilities; seniors etc... In addition, caampes with more than 300 employees
have the mandatory duty to bargain on forward mement of jobs and skills (Gestion
prévisionnelle des emplois et des competences GRESGyell as on the arrangements
for informing and consulting the WC on company tetgy .

Figure 4.7. France. Company-level bargaining betwee1982 and 2012; number of
company-level agreements
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Second, and in successive strokes, the role of anyalevel bargaining was reinforced
in the direct production of standards. The so-daligllon Act (in May 4, 2004)
introduced a major change: it provided that, owatdide four sector-level or judicial
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ring-fenced domains (minimum wage; vocational fragn supplementary social
protection and classifications), a company-levekament was allowed to derogate --
including in a way less favourable to employees e higher degree standard. This is
an important evolution of French labour law, asitherto used to recognize the "favour
principle”, i.e. that company-level bargaining abwiaive the situation bargained at
sector level or warranted by law only in a way farable to employees. At the same
time, three devices provide to frame -- actuallyinat -- the use of this exception: on
one hand, the law extended that opposition poggibtb the majority-holding
organizations; on the other hand, negotiators ebséevel can "lock” other issues by
excluding them from the possibility of derogatingcampany-level; finally, the waiver
may be invalidated a posteriori by a sector-lew@htj committee. In 2008 and 2013,
new laws allowed to enter this new age of companell agreement, when it replaced
(at least potentially ) the labour law public ruléfowever, the derogation possibility
has hardly been used by businesses. The alreadfiomesh 11 January 2013 ANI
introduced a new type of derogatory agreementsgehathe Accords de maintien dans
I'emploi, AME (job retention agreements), nametystand for a time outside higher-
level agreements .

Though this was not as brutally imposed as in Gregwl Portugal as well as Spain and
Italy in this field, there was a continuous movemley governments to work towards
IMF or OECD -- and of course European Commission'European Central Bank's --
international recommendations. Decentralization andoorate collective bargaining
empowerment are subject to regular reminders by¥thhepean Semester, which hardly
needs to formulate recommendation for France, whas#ective bargaining
organization is already largely decentralized arnbse legal system has established a
wide area for waivers. We have yet to explain whghswide open opportunity is
hardly taken advantage of by firms, evidence thatsupposed need for deregulation of
labour market rules, felt by businesses, proveddoan unfounded belief of the
neoliberal psyche.

3.7. Company agreements in the crisis

Since the 2008 crisis, company-level bargaining é@syed a new level of growth.

Until then, it used to be permitted only with a amidelegate present or, in certain
circumstances, with an employee holding a barggimrandate issued on a specific
issue ( working hours, for example) by a union wigtishe company. The 20 August
2008 Act allowed employers, under certain condgjoto bargain with the works

council or even a staff representative, in the abs@f union delegates.

This growth is also due to the reactivation ofisreagreements, with or without conflict.
Although France has not experienced massive usshoft-working rules like in
Germany (Charpail, 2012), 23 000 firms nonethelessxl such devices in 2009. Larger
automakers in particular have negotiate quits ages¢s (like PSA in 2009) or several
short-working accords (Renault, in March 2009).

The 11 January 2013 ANI created a new tool foicnsanagement, with "job retention
agreements” which had crystallized much of intaoartensions. These new devices
have not replaced many existing formulas that useallow employers to choose the
best -- from their perspective -- type of agreemesuch as "competitiveness
agreements”, which are still the majority suppdotscrisis agreements, by far. In this
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respect , the law of re-transcription of the agreetnand the agreement itself fit in well
with the recommendations made to France that aicoraprehensive easing of burdens
imposed on businesses. It is doubtful they aretmsequence of it.

4. CONCLUSIONS

The place occupied in recent years in France biralered bargaining is reminiscent of
the logic of social pacts that were common in thdye1980s and 1990s in Europe,
somewhat reactivated in some countries during énky elays of the 2008 crisis. While
France also has a tradition of interprofessionafjdiaing, it has never been resorted to
on such a plurality of topics outside exceptioivaks, for example in 1936 or in 1968.
Though it is too early to make an assessment areh eweasure its practical
significance, we can try to characterize it on eotetical level using tools fashioned in
political science or in the field of professionalationships to decipher situations and
compare them from one country to another. We tbeseedsk whether this "method" can
be likened to a particular form of resurgence af-nerporatism as has been mentioned
in other periods.

Everyone in France is delighted that public decisiare more filtered by the social
debate than they used to be: the method brings goarantees of effectiveness indeed,
even if they are limited by inter-union differencasd a low overall palatability of the
vast majority of employers in reaching real compsan In these "give and take"
exchanges , what employees' organization concesleahammediate effect; what they
think they have earned is subject to further negjotns, and many of them are slow to
emerge .

Beyond this rather traditional feature in Frenchialorelations, it is possible to make
some observations on the possible effects of sutymamic.

First, the neo-corporatist hypothesis: it appearkkely, for the same reasons (and
worse even) that had excluded the French casestfrantategory in the 1980's. Social
players do not have the conditions for a balanaethtionship of exchange: trade
unions are too weak and divided; they do not ensarsistency of employee groups
and cannot vouch for their loyalty to the agreemeither; employers' organizations do
not offer any more guarantees and continue to rewery utilitarian practice of
employee unionism. As for the State, it is clearlgre than ever actively involved: it
indicates the issues to be negotiated, the timmththe results that should be achieved.
It also has no qualms about reneging unilateraillagreements previously granted. The
condition of interlocutors' autonomy is not beindfifled, far from it.

If it were necessary to give an illustration of sthFrench mismatch with neo-
corporatism, the pact of responsibility and they 2014 Social Conference offer two
emblematic examples of how difficult it is to reasttial compromise in France.

A statement of agreed conclusions was drafted icM2014 concerning the Pact of
responsibility after two meetings between uniongd amployers’ organizations.
Employers refused to commit on employment and thefunion side rejected the pact
as a whole. One signatory union (CFE-CGC) and apl@rars' union (UPA) seem set
to renege on their signatures after only a few week
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As for the July 2014 Social Conference, it illustgs to the extreme of caricature, what
French social relations are like: the main emplsyerganization threatened, one week
before the meeting, to boycott the Conference@beernment backed down face to the
ukase and reneged on the agreements on arduowadrezs/ concluded with the unions

(though already enshrined in law); half the uniadesleft the table or never even

bothered to attend. Such incredible cacophonyoisaly the least, a far cry from the

ordinary operating conditions of a social pact @odetailed description of these two
sequences, see Appendix 3).

The conditions necessary to establish a socialgaacbe drawn from the observation of
those that existed in Europe in the 1970s and 198@xhet, Fajertag, 2001):
stakeholders that are capable of providing a mininaoherence within the interests
they represent; some consistency in keeping onetd all the more so when it has
been signed) and attachment to reaching compromlse.progress of the July 2014
social Conference shows that France has yet tifl fulfy of these conditions, and that is
an understatement.

The other obstacle to the neo-corporatist hyposhissihe almost completed process of
decentralizing collective bargaining in the compaAythird or even half of private
sector employees are now covered by the mandatonyah company-level bargaining
whose content is frequently challenged, though.bf\i&et, 2011). These bargaining
rounds are little coordinated due to unions' weakes, their top-level divisions and
internal strife. Employees not covered by compawel bargaining are left to the
discretion of too fragmented sector agreements lwtoo often produce social norms
granting the bare minimum. Social relationship @né/ deceptively centralized: at the
top, this results in non-coherent arrangements othler levels , and the most important
talks take place in companies with a certain ldosoonmunication between levels.

The risks of such a dynamic arise precisely fromm dmal aspiration affecting the labour
movement. The main trade-union congresses arebjoendouble absorption process, at
the top and at shop-floor level: at the top, by 8tate, which includes them in the
production of public policies and social norms; sltop-floor level, by companies

corporatism where bargaining has become a toohfmnan resource management, a
kind of "managerial social dialogue" (Groux, 201@argaining rarely takes union

claims into account from the start (except in cakeonflict) and most often takes a

defensive tack hinging around the conditions of panies competitiveness.

The turning point is reached where the very tigistogiation of social players (or part of
them) in the management of public policies is kalib turn into a dangerous
corporatization process of social issues, whichhiniguggest a form of renovated
corporatism, formally legitimated through demoargbrocesses (elections, dialogue,
partnership in decision-making), but which coul@gardize the expression of the
checks and balances that are necessary for a\sdoidie truly democratic. A key

difference with neo -corporatism is the lack ofkstaolders’ autonomy and their
inability to coordinate their own supporters.

The European moment in which these changes unioteases the risk, because what is
discussed, through the involvement of social pastneocuses only on setting back
workers' social rights. Associating trade uniongh process is therefore only intended
for them to take the blame for unpopular decisiovisle political authorities only seek
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to consolidate the legitimacy of their decisionsdiuting their own responsibility and
passing the buck to the much vaunted "social diadg
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6. ANNEXES
Annex 1: Social actors in France
Workers’ unions

The workers’ union movement has 7 national uniontres according to a cross-
industry organisation, and one large organisatidg im public sectors and services.
Among the 7 confederations, five have been ackrigdd to be representative,
according to August 20th 2008 Act which revised theknowledgment criteria
previously existing since 1950.

Representative organisations

- The CGT (Confédération Générale du travail) isdligest and first national union,
at least electorally speaking. Sprung from the Isectradition of blue collar
workers’ movement, it dominated French unionismddong time but lost a lot of
strength in the 1980s. Though it lost around twdghof its members from 1978 to
1992, the CGT kept a large number of professice@d¢ifations and a rich network of
local union branches. lIts relative predominancthepublic sector tends to acquire
balance into the private sector, which remains rad laf conquest. Historically
influential among blue collar workers, it is pres@mong employees today but
strives to reach the intermediary categories aadrthnagement.

- The CFDT (Confédération Francaise Démocratiqueraail) is very close to its
competing union in terms of members (a little aoamd in terms of electoral
influence (a little below). But it has a notablyastgly diverging outlook on the
world, and union strategy. Its loss of strengthfing the 80s was less acute than the
CGT'’s, however they lost more members in the pudntid civil services than in the
private sector where they are ahead of the CG&rmg of implantation. The CFDT
focuses on collective bargaining and the signinggreements, whether company-
or industry-level. An embodiment of the « years>§8he CFDT resolved to a «
hyper-reformist » profile, pro-European by prineiplvhich differentiates it even on
the European Union stage.

- The CGT-Force Ouvriere (Confédération Généralerduatl — Force ouvriére) is
the third organisation in importance (electoral ameimbers). It sprung from a split-
up within the CGT in 1947. For a long time impreigug even dominated by civil
servants in its ranks, it settled with some stgbih the private sector where which,
over time, new representativeness system threétenss very opposed to the two
other unions, but on different matters.

- The CFTC (Confédération francaise des travailletwgtiens, a Christian workers’
union) is the smallest representative confederatismexistence was even threatened
after the reform on representativeness but it ssfally went through elections
even if it tends to lose implantations. It sprurm a scission in the CFDT in 1965,
gathering small numbers of minority votes agairtg# tvolution of Christian
unionism to a more secular form chosen by the nigjdt is attached to traditional
values in quite a conservative way.

- The CFE-CGC (Confédération francaise de I'encadrémeConfederation générale
des cadres) is a sectoral organisation gatheriaegutive managers and supervisors,
mainly from the private sector. After having almdstappeared in the early 90s, it
recovered some significance as a management unibnisbonly a top three
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organisation. In spite of this it was allowed tomeen representative, in
acknowledgement of a « managerial » specificity tales part to industry-level
negotiations with the same status as the othergkstaunions.

“Non representative” bodies

The UNSA (Union nationale des syndicats autonormegdependent organisation
national union) was born in 1993 from the merging various independent
federations from the civil and public servicesgidbws in some parts of the private
sector, but is far from the conditions requiredbt acknowledged representative.
After seeking to merge with the CFE-CGC, it is téeapto join the CFDT today.
This is unlikely as many conflicts remain in soneetsrs between the two unions.
Solidaires is the most recent French organisattenthe UNSA, it refuses the «
confederation » status and calls itself a « uniogranting to its affiliates a large
autonomy. Marked by union revolutionary or libeidar tradition, Solidaires
establishes itself as criticiser of the existinghfederations. If it experienced a
significant rise in the past decade, this unionthassame renewal problems as the
other entities.

The FSU (Federation syndicale unitaire) is firdeachers’ federation sprung from
the splitting of the former national education fiedion in 1992. Part of the latter
went to the UNSA while the FSU gathering of teashmade it a significant union
force today in the whole central government sesijice little in local authorities’
services, and in some other sectors of civil sesiic It entertains privileged
relationships with the CGT but no project of orgargunion is planned.

Employers’ organisations

Here the distinction is not dealt with in terms regentativeness but in terms of
coverage scope.

The MEDEF (Mouvement des entreprises de Franc#)eiscanopy organisation,
intending and pretending to represent all entreguren of all size and all
professions. Others contest this pretence, consgléte MEDEF the expression of
the interest of large companies which, through spogerful federations (UIMM,
Union of metal industry metal works) or the FFBdifrch Builders federation) do
exert some control on the organisation; but despitecontest, the MEDEF ensures
the central logistics of the management, includmgocial negotiations.

The CGPME (SMEs Confederation) often contests #werhge from very large
companies. It aims at organising the small comsanésides and sometimes against
the MEDEF. In the same time it is quite dependeantdoes not stand out during the
negotiations with workers’ trade unions. Itis inmajor dispute with the MEDEF
about the measure on the representativeness obgenpl organisations, in which
the CGPME wishes the business managing directdys &ected.

The UPA (Craftsmen professional union) is a unicgmdity, sometimes very
opposed to the two abovementioned, and at timesahasclination to agree with
workers’ trade unions in some areas, probably xamall employers feel close
and hardly different from their employees. Retait duilding industry craftsmen
are the most widely represented in the union.
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Other organisations of employers contest the kingjeresentational monopoly granted
to these three bodies. Such does the UNAPL (Ndtfoaaancers Union) which gathers
trade unions from health care practitioners or kensyor the USGERES (Union of trade
unions and groupings of employers representingas@aonomy) which became the
UDESS in June 2013 (Union of employers of social aolidarity economy) gathering
employers with an NGO status: membership based nma@@#ons (mutuals)
cooperatives, associations for inclusion, home supptc.). With a growing number of
employees, this sector wants to join the sociabtiaing table. For now it butts on the
intransigence of the three official organisatiorigsal deem it an « outsider».

The representativeness acknowledgement of emplogeganisations is part of the
social debate agenda in France for 2013.

Annex 2

The Competitiveness and employment tax credit CICEand the Pact of
responsibility and trust

The CICE was adopted in late 201, to be implemeated January 2013. For the first

year, all companies have a tax credit equal to #4%agroll calculated on all less than

2.5 times the minimum wage salaries. The rate wagased to 6% in 2014. It cost €13
billion in 2013 and €20 m in 2014. Basically, thesaiings should be used to reduce
export costs, to boost investment in research ambviation and also enhance
employment. The then Prime Minister had said heeetqal this new device to generate
300,000 to 400,000 jobs. The presentation of tl@seunts is not controlled by the

administration; it is to be subject to regular eavs as part of a "Committee for

monitoring the competitive employment tax credithaired by the Commissioner

General for strategy and prospective (Commissaéréml a la stratégie et a la
prospective, CGSP).

This Committee was set up in July 2013, after a emof large companies had
attempted to compel their suppliers to lower theices because they benefited from
labour costs reductions, thanks to CICE. The Cotemiihoted at its first meeting that
the device benefited less to exporting companies tto the others, since payroll
involved in services such as trade or large regils proportionally lower than in
industry. The effectiveness of CICE has been widaiyicized, including by the
Socialist Rapporteur of the Finance Committee @& Kational Assembly. Eighteen
months after its enforcement, unemployment continiveincrease and real investment
in research and development remained low, whilerdte balance deficit continues to
grow.

Despite the failure of these cuts, the Presidetth@Republic announced on December
31, 2013 the launch of a "Pact of responsibilitd &mist " designed as the second step
after the CICE. It was made clearer a few daysr,laad received the support of
employers, who find "interesting" the promises @éduce labour-costs: MEDEF says a
million jobs could be created but refused to makeommitment. Unions split even
before details were announced: CGT and FO rejettdout CFDT, CFE-CGC and
CFTC accepted the logic of it. After two meetings the subject with employers'
organizations, the representative trade unions iresdalivided and only the last three
signed a "Statement of Conclusions " on March 3,420Non-representative” unions
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were not consulted, but they also splintered: Tokd&ires union and FSU aired their
disagreement, while UNSA agreed. On 14 May 20149 twonths later, a new
unemployment insurance agreement was ratified legtveefew unions and employers
(CFDT, Force Ouvriére and CFTC), but it was rejeédig CGT and CFE-GC. The latter
found the agreement totally unacceptable, and arogalit would withdraw its support
to the Pact of responsibility. On 11 July, disgledtat the new distribution of positions
in new instances related to professional trainithg, Craftsmen Professional Union
(Union professionnelle des artisans, UPA), thedth@mployers' organization, also
threatened to "withdraw from the pact of respotigii But the March 5 statement of
conclusions was signed by these organizations. i©fard put to it to formalize the
status of this "withdrawal”, and it was also difficto know the implicationsof signing a
"statement of conclusions." Seven months after atsiouncement, the Pact of
responsibility is still ongoing but no one reallpdws what it implies and who it is
binding for.

The initial objective is "zero charge" for an emyde paid the minimum wage as of 1
January 2015, a reduction of employees' contribgtibthey earn between 1.6 and 3.5
times the minimum wage and a progressive declineanbus taxes on companies until
2017 (social solidarity contribution, corporate ,taetc.). A component aiming at

administrative simplification was included in thkamp as well as a reduction in social
security contributions and taxes for so called "ssttl (low income) households. In

total, € 30 billion was allocated to boost busingsgestment and employment. In

return, the government expects a corporate commitmeeincreasing employment and

the launch of sector-level bargaining to implentéetPact.

In July 2014, few sectors have actually begun disicuns on the implementation of the
Pact of responsibility. Confusion about its contenturrently being gradually lifted,
but it is still quite unclear at the level of orgeations involved. CFDT, the main pillar
of union participation in the Pact, eventually ugpplke ante: it requested taking a hard
look on commitments on employment and conditiogalghould further aid be
demanded by employers. The plan should continusays, only provided new job-
creations are actually recorded, a commitment eyepto refuse to subscribe to,
because, they say, the economic environment isutgqmedictable. Therefore, the
government announced, at the July 2014 Social Cemée, an expansion of the CICE
Monitoring Committee created in July 2013: its posveill be extended to the Pact of
responsibility and the Prime Minister will act &s chairman. The government has
sought to revive at least sector-level bargainsgfar insufficiently mobilized on the
Pact.

One example: the Pact of responsibility in the metandustry

UIMM and sector unions met on May 7 last to sefdidlition to the 2014 social agenda
topics, the method and timing of the work they weiho discuss in the coming months.
Following the reflection period agreed between aopartners, they have made their
position known on the proposed program. And CFE-CGEDT, CFTC and FO have
expressed their agreement to the proposed comptémtre agenda.

This document, entitled "Social Pact for the metgly industries” develops the
contribution of metallurgy to the responsibilitygb@roposed by the government.
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This is the first implementation of the Pact ofp@ssibility; that initiative demonstrates
social partners' commitment to create a new soonmbvation dynamics within the
industry in accordance with the commitment madbdatlanuary 23 joint meeting.

Three major commitments are to be met:

1/ The implementation of an economic dialogue, sehprimary application point is to
assess the impact on the sector of the measuresageat by the government under the
pact of responsibility, based on early estimateghaf cost of the measures to be
implemented by the end of 2017.

Second, this dialogue will focus on added valugyckecompanies' margins and their
investment capacity in relation to employment.

2 / Opening negotiations on employment, proporiiemahe commitments made by the
Government under the responsibility pact, whosaneer will be the renegotiation of
the national agreement on GPEC in metallurgy a$ agelthe 12 June 1987 national
agreement on general employment issues.

3 / Updating studies and goals in terms of employnigaining and apprenticeship, in
view of the latest data and comprehensive assesswiferinhe situation of the
apprenticeship in the sector relatively to the cotmments made in particular as part of
the 13 July 2013 national agreement on the geo@ratintract.

The new guidelines that will then be set, will takto account the financial resources
available and the need for cooperation by regioaathorities in terms of
apprenticeship, as well as the expected consegsi@fitbe measures announced by the
Government on the economic environment for comgaini¢hat sector.

Regular monitoring will be done during joint meggnlisted in the sector's Social
Agenda, taking into account the effective impleraéinh of the announcements made
by the Government in favor of the industry.

In a statement, Jean -Frangois Pilliard, Generdedage of the UIMM, welcomed
"social partners' spirit of responsibility, as thbgve laid the main areas of work
necessary for implementing the Pact of respongihiti the industry, through aiming
fully at boosting growth and employment by expagdoialogue towards a shared
understanding of economic issues."

Source : UIMM

Annex 3: The July 2014 Social Conference: the linst of social dialogue a la
francaise

The July 2014 Social Conference, the third of timel kperfectly illustrates the limits of
French style social dialogue.

First, the staging of it. On June 15, the governmexeived all social partners to
prepare the agenda for the Social Conference; alég® later, it sent them an agenda
excluding the most controversial topics. Its owna@rns were added, particularly those
related to the Pact of responsibility; the Confeeewas to take place in two stages: on
the first day, the President of the Republic wastke a statement; on the second day,
seven round tables were scheduled, led by ministersenior officials close to the
government -- a total of 300 people gathered aEttenomic Social and Environmental
Council. This great contest was accompanied byelgrgess coverage and political
statements extolling social dialogue.
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Then, the social actors On the employers' side, HIEInade an announcement, one
week before the opening, that it would not paratgin the Social Conference if the
government did not first reverse two decisions: fingt relates to the "arduousness
"account, introduced in the 18 December 2013 pessieform; the second is the new
legislation on part-time work, resulting from thang& 2013 Act. The arduousness
account is the result of a compromise between Gwwent and unions as part of a new
pension reform that extended to 43 years the nuwib@nnuities payable for retirement
without a discount. Since 2003, employers havesexfuany bargained consideration of
arduousness in determining the retirement age. CRBd stated the arduousness
account was a prerequisite for its acceptanceefdaform, a condition the government
had eventually agreed on. As for the second théhgenew rules on part-time work,
they are included in the 14 June 2013 Act, direfdljowing the 11 January 2013
agreement employers had signed -- in exchangeriarder of concessions.

The State proved no less flippant since the Prinm@dtér immediately backtracked on
two of the employers' movement requirements togera a commitment entered into
with trade unions and with CFDT in particular. Tlager merely recorded the deferral
of the arduousness account. Therefore, it has grobgious that the State's "signature”
does not necessarily mean it has actually commitbed, which is somewhat of an

embarrassment in a social pact logic.

As for unions, all of them (including those who ai officially deemed representative
at national interprofessional level in the privaeztor) were invited to the Conference.
There was no prior consultation between the thram tnade unions to try and present a
number of topics in common. Prior to and after @anference, exchanges between
them were marked by sometimes virulent public itivec CGT and FO finally decided
not to attend the second day, preceded by Solgjaikeo announced well in advance it
would not participate, and followed by FSU, wha ksie Conference on the morning of
the second day.

This "great” Social Conference has brought aboiatry general set of commitments
subject to further discussions and other dialogugiences.
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Chapter 5

Greece under the Economic Adjustment Programme
Internal devaluation, deconstruction of the systenof collective
bargaining and social impacts

Christos Triantafillod®?
INTRODUCTION

The global financial crisis of 2007 and the ensue@tpnomic crisis aggravated the
existing structural weaknesses of the Greek econdiitgr a long period of economic
growth, in 2010 the sovereign debt crisis causedmniost severe structural crisis in
Greece’s recent history. The fiscal derailment drelsignificant deficit in the balance
of payments on current account are symptoms ofepetecrisis of the development
model, which is now being seriously questioned.

The underlying reasons of the crisis are locallyegated but the crisis is exacerbated
by external factors and, in many respects, is pathe wider crisis in the European

Union. The Greek debt crisis is due both to locgliyerated structural factors and to
external factors connected with the global financigsis and the role of the markets,

with the problem architecture of EMU, and also wtie manner in which the eurozone
governments address the crisis, in particular gi# drisis, at European level.

The policies currently implemented in Greece, as otmer countries under a
Memorandum, under the supervision of the Troika KJMECB and European
Commission) pursue a violent adjustment throughteaing policies, which are
consistent with the spirit of the new European eooic governance that has been
launched since 201 Aspects of the policy of the Memorandums are &uhand
form the new institutional framework of the euroepmhile the European Union still
faces a complex crisis that has not yet come fudlec

The successive adjustment programmethat have been implemented in Greece since
2010, in the context of the *“bailout” plans throudgban agreements and the
Memorandums of Understanding accompanying theinM&morandum in 2010 and
2"4 Memorandum in 2012)jnclude measures of harsh fiscal austeritfreductions in
wages, pension, health, education, operational rekppge and public investment,
increase of direct and indirect taxes), a seriéstafictural reforms” (radical changes
to the pension system, the labour relations andaetbeur market, privatizations, etc.) as
well as interventions for @rastic reduction of the labour costs which is a key
condition for the continued funding of the progrand is set as a quantitative target in
the 2% Memorandum (-15% by 2014). This objective is aehikthrough measures that
increase the labor market'’s flexibility, strengtttee precarious forms of work and time
management by employers, through direct statevemgions that drastically reduce
nominal wages in the Public and the Private se@hatuding the minimum wage) as

192 Economist. Senior ResearchetNE-GSEE(Greece).
193 Eyropean Semester, Pact Euro Plus, “Six pack”,d"pack”, Treaty on Stability, Coordination and
Governance, also called “Fiscal compact”.
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well as through arrangements that completely #ftersystem of collective bargaining
and wage setting.

Employees and pensioners, the middle- and low-ikcgnoups are mostly called to
shoulder the cost of the crisis in Greece, undertathe brunt of the fiscal adjustment
both in terms of expenditure (wage, pension, soaiatection spending cuts) and in
terms of tax revenue (money-driven measures otdperformance, indifferent to the
social and economic side effects, while the necggaa reform was never launched).

The nature and characteristics of the main measadepted in the context of the
implementation of the adjustment programme sugtpedtthe memorandumdentify
fiscal adjustment with austerity and improving catifveness with reducing labour
costs. The Troika and the national governments smapantisocial and uneconomic
measures (in exchange for the payment of the Instals of the loan agreements,
which primarily service the debt), while the susies adjustment programmes focus
on macroeconomics and, in essence, do not card #production system, despite
the fact that growth is a key factor for the ecoganstabilization and rebalancing.

The debt crisis is used as an excuse for the drsistinking of the workers’ social and
collective rights, through the complete deregutaid the labour market, the limitation
of the collective protection of workers (deconstimt of the system of collective
bargaining, Collective Employment Agreements andjevaetting), direct government
interventions that reduce wages in the public ativbfe sector and the deconstruction
of the social security / protection system, whieblult in a direct degradation of salaried
employment, at the same time consolidating, incii@ing years, a new redistribution
of income at the expense of salaried employmemgutih a process of massive
impoverishment of workers.

The policies of harsh fiscal austerity and intero@valuation, despite their dire
economic and social consequences, do not allowlistag or reducing government
debt (continuous deterioration of the debt/GDPojadind deviate more and more from
the avowed objectives of the adjustment programiree,debt sustainability and the
country’s exit from the crisis. On the contrarygsk policies lead the economy to a deep
and prolonged recession, to a continuation andhaifieation of austerity measures, to
exploding unemployment, increasing poverty, dragéicrease of the standard of living,
reduction of pensions and wages, without improwiogpetitiveness.

As regards the impasse to which the Greek econamsaciety have come, apart from
the locally-generated factors and the enormous orespilities of the national
protagonists in the drama, one should considettakalinto account the responsibilities
of EU policy. Urgent and effective solutions arewncequired both at national and
European level in order for the country to managegcape the vicious circle. That
requires a change in policies at both nationalEmepean level.

1. MACROECONOMIC & LABOUR MARKET DEVELOPMENTS IN TH E
PERIOD OF THE CRISIS (2008-2013)

Because of its economic and structural poliyeece’s economyemains ina state of

deep recession for a sixth yeaf2008-2013)with high unemployment and no visible
signs of recovery in the macroeconomic indicatdte dramatic fall in the incomes of
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wage-earners and pensioners is continuing, GDPcppita is diverging from the

European Union average, the number of unemployepmoaching one-third of the
workforce, exports are slightly increasing and pubebt is not falling. The deficit in

the external balance of goods and services anduhbkc deficit are being reduced, but
this is damaging the Greek economy, with socialrigepon and increasing poverty
among large swathes of the population.

The policy of harsh and aggressive fiscal adjustimarcombination with the policy of
internal devaluation chiefly implemented througke tirastic reduction in wages, have
led the Greek economy to amprecedented contraction of economic activity
comparable to the Great Depression of the 1930s2013 the Greek economy
continued to shrink for the sixth successive yedihh GDP approximately a quarter
less than it was in 2008while fixed capital formation over the same period felby
55% (Figure 5.1 and Figures 1 & 2 in the Ann¥Y)

Figure 5.1. Greece. Gross Domestic Product & Invasent. Volume (% over
previous year).

-19,6 -19,2
-25
];())9027_ 2008 2009 2010 2011 2012 2013
o GDP 3,1 -0,2 -3,2 -4,9 -7,1 -6,4 -3,7
B INVESTMENT 4,9 -6,7 -15,2 -15 -19,6 -19,2 -8,7

Source: European Economy 2/2014

The range and intensity of the austerity measurashave been applied are leading the
economy into deep recession, a dramatic fall inleympent, exploding unemployment
and a drastic decline in living standards. The IN#5 recognised in retrospect that the
fiscal adjustment had greater negative impacts DR @an originally anticipated in the
adjustment programme due to thumderestimation” of fiscal multipliers , (Blanchard
2012) but this has not so far led to a change béypm terms of the austerity measures,
which continue at an ever increasing pace.

The policy of internal devaluation implemented undethe adjustment programmes
since 2010aimed at increased exports and economic recoveoygh a reorientation
from the domestic market to international marketswever, the policy has failed and
in the end, the Greek economy is adjusting itscitefiiexternal and fiscal) through a

194 The annexes can be found at the end of the chapter
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process of contraction of production potential, aleation of the workforce and

increased poverty. The constant reports of thedsodonducting economic policy that
Greek exports of goods and services are increasthigh, if true, would show the

success of the policy of internal devaluation aradknthe beginning of a way out of the
crisis, are unconfirmed. Export performance showsmmprovement; on the contrary, it
is falling, while the fairly swiftimprovement in the external balance of goods and

servicesis due only to the rapid fall in the volume of impots accompanying the

extremely deep recession of the Greek economy (Eigu Annex).

The drastic reduction in wages, in labour’s sharen the product and in unit labour
costs is not improving export performance.The aim of the Second Memorandum for
a 15% reduction in unit labour costs by 2014 hanhechieved through drastic wage
cuts and is expected to be exceedddhnit labour costs for the three-year period
2010-2013 fell in Greece by 14.05%#igure 3 - Annex).

However the reduction in unit labour costs anditigrovement in the external balance
does not mean that the competitiveness of the Geeekomy has improved, as the
bodies conducting economic policy claim. The rapitprovement in the external
balance of goods and services is due solely tadthstic reduction in the volume of
imports. The volume of imports fell by 30.3% durig10-2013 (and by 44.4% during
2009-2013), due to the dramatic fall in consumptand investment(Figure 4 —
Annex.)

Despite the severe reduction in unit labour cais, volume of goods and services
exported grew by just 0.3% in 2011, fell by 2.4% in 2048d is expected to rise
slightly by 2.5% in 2013 (European Commission fast}. Following the sharp drop in
exports in 2009 (-19.4%) no significant improvemerds seen, while at the end of
2013, the volume of exports will continue to be 1&¥ver than in 2008 (Figure 4 -
Annex).

Nor, in addition, does thexport performance index% which takes into consideration
the growth of export markets, show an improvemantie export performance of the
Greek economy. The indeell by a cumulative 13.7% over the period 2010-2CBL
(and by 20.3% during 2009-2013) (Figure 5 - Annex).

The Greek economy is adjusting its deficits (exaend fiscal) through a process of
contraction of production potential and devaluatwdnhe workforceThe sole purpose
of economic policy in Greece today is the creatiorof a primary surplus
(concentrating the resources of the economy saelyhe deficit and the debit) the
complete absence of the dimension of growthwhich is expected to arise from the
increase in exports and privatisations, while itwent is sought only through a “fire
sale” of public companies, property and utilitiegafer, energy, etc) to domestic and
foreign investors. The main argument of the desmnand supporters of the
Memorandum that the drastic cut in wages will inygr&wompetitiveness and reduce
unemployment has not proved to be the case for d8reelespite the mass
impoverishment of wage earners and broader seabio@seek society (see section 4).

195 The export performance index is the volume of gomad services exported, adjusted for the growth of
Greek export markets.
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Finally, in respect of theublic debt, the policy applied since 2010 has not led to
sustainability of the public debt. Thiebt-to-GDP ratio rose steeply to 176% in 2013
from 112% in 2008(and 129% in 2009) (Figure 6 & 7 - Annex).

Through a loan agreement of 110 billion euf® first “rescue” plan for the Greek
economy (First Memorandum 1, May 2010) aimed chitdl prevent a default without
facing the problem of debt sustainability. The pemgme essentially sought to prevent
a general banking panic in Europe with the logibwying time, and primarily aimed to
rescue the banks, for which it functioned as aet¥all”, giving them the chance to
gradually divest themselves of Greek bands

The sustainability of public debt was not dealt wih either in the second “rescue”
plan (Second Memorandum, February 2012) withithplementation of PSI {writing
down part of the debt held by the private sectal e social security fundsy in the
decisions of the Eurogroup for the repurchase of gaof the debt (November 2012),
while the economic policy implemented in the framekv of the memorandums
worsened the debt-to-GDP ratio mainly because & timprecedentedly deep
contraction in economic activity caused by its iempéntation.

After the conspicuous failure of the first and setdlemorandums to make the public
debt sustainable, and while both the IMF and th€DmBow consider Greece’s debt to
be unsustainable, discussion in the European Umsomow shifting from debt
sustainability to debt serviceability, which essait means (amounts to) buying more
time, while pursuing the same unsuccessful andakest austerity policies that have
brought the Greek economy to collapse and soaietlye verge of a humanitarian crisis,
given that a significant section of the populatisnnow living in deprivation (see
section 4).

The effects of the implemented policy on employmerand levels of unemployment
are striking (Figure 5.2 and Figures 8, 9 and 10 in the Annex.)

Figure 5.2. Employment and Unemployment Rates. Gree 2008-2013 (%)
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From 2010 to 2013, the number of people in employniell by 19% (approximately
900,000 jobs were lost). TrEemployment rate among the population of working age
(15-64) fellfrom 62% in 2008 to 49.3% in 2013 and for individuals aged 20-64 from
66.5% to 53.2%)-%° The reduction in the number of people in emplegtrarose both
from the firms that remained in business layingwdirkers and from the large number
of firms going out of busineg§’

Today, Greece has logpproximately ¥4 of its national income it has experienced the
destruction of a significant section of its produdgbn potential and it has an
unemployment rate of 27.3% (which would be muchhérgif thousands of young
people had not emigrated).

The unemployment ratein Greece is the highest in the EU-28 and hasaszd from
7.7% in 2008 to 27.3% in 2013. The rise in both thenber of unemployed (from
355,000 in the third quarter of 2008 to 1,345,00@he third quarter of 2013) and the
number of long-term unemployed (from 185,400 in Q@0 955,600 respectively) is
striking. Approximately 70% of all unemployed people are long-term unemplad,
while it should be noted th#te maximum duration of unemployment benefit is 12
months and there is no form of minimum guaranteed incamf&reece (see section 4).

In the first quarter of 2014, the total unemploytete was 27.8% (31.4% for women),
while for young people under the age of 25 it was/% (61.5% for young women
under the age of 25},

Unemployment has now reached unacceptable levelghich obviously cannot be
attributed to mismatches between supply and demamijidities in the labour market
and wages, or even to the level of the minimum wagehe neoclassical and neoliberal
approaches adopted by the adjustment programmevbellhis is a grim new situation
in which a young labour force with more qualificats than in the past has to choose
between unemployment, work which is uninsured arlygpaid, and migration.

Even in the most wildly optimistic scenario, GDRlamployment will need more than
15 years of favourable development to return toreltieey were when the destructive
process of the crisis and the adjustment prograntagan.

2.  THE NATIONAL DEBATE ON THE ECONOMIC ADJUSTMENT
PROGRAMME

The austerity measures and the drastic changedaut issues implemented in Greece
in the last four years, apart from the errors iagdosing the problem and the
“treatment” required to deal with it, apart frometldogmatic fixations of the IMF,
European institutions and Greek governments, adftects aparadigm shift in
European economic governance.

The adjustment programmes implemented since 201Greece under the direct
supervision and regular inspection of the Troikee (tMF, the ECB and the European

1% The Greek target under Agenda 2020 is 70% for Z080target is 75% for EU-28 as a whole)
%According to data from IKA, approximately 75,000nfis, i.e.30% of firms have gone out of
business.

198 HELSTAT, Press Release 12 June 2014, Workforadystuthe first quarter of 2014.
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Commission) and interventions arising from majocisiens of the European Council
for Greecé” also include, with thdiscal austerity measures(reduction of wages,
pensions, spending on health and education, opeehtexpenses, a drastic reduction in
public investments and an increase in indirect dimdct taxation) a series dey
changes to labour law pushed through as “urgent”, often without anyidkgive
framework or democratic and participatory procedu@rcumventing parliament and
the social partners® The adoption and implementation of measures toease
flexibility in the labour market, measures to imnately cut wages in the public and
private sector and to impose aggressive deceratialisof the system for setting wages,
are madepreconditions (“prerequisites”) for the provision or the continuation of
financial support in the form of loans. Apart from the harsh and fieetive austerity
measuresthe Memorandums demolish fundamental labour and social securigits
and impose conditions (conditionality) in matters for which the EU has no
responsibility.

The adoption of the measures is accompanied byffamab rhetoric that seeks to
legitimise them, presenting the austerity prograsiaed internal devaluation as the
only solution for Greece to avoid bankruptcy. Itpersistently stressed that there is a
state of emergency, that tough measures are negdssahe country to be “rescued”,
and also that these are a fundamental precondaohprerequisite for the country to
remain in the euro area.

The policy of austerity and shrinking labour andiabrights is promoted as the only
option by the designers and supporters of the Mandum {/NA, There Is No
Alternativg. The main argumentsput forward to justify the policy is that in order
deal with the crisisharsh austerity is necessary to balance the budganhd pay off
the debt In essence, the economic policy implemented s2@&0 equates fiscal
adjustment with austerity and has the sole ainrediting a primary surplus at any cost.
Wages and labour costs are responsible for low corapitiveness(while fundamental
structural problems of the competitiveness of thee®& economy are defiantly and
dogmatically ignored) and at the same time thelékibility” of the labour market is
considered a key reason for reduced employmena&ey obstacle to job creation.

Governments and European institutions present the adical changes to labour
conditions as an inevitableand advisable response to the crisis, claiming ithahis
way employment is protected and competitivenessrawem, while systematically
challenging and circumventing national social dialgue institutions. To address
economic imbalances and in particular the existidifferences in levels of
competitiveness between EU countries, a purely lassical approach has been
adopted, which seeks corrections principally thtoube variable of wagesThe
implemented policy equates competitiveness with unilabour costs and the
agencies implementing the policy argue that the redttion in wages will allow
improved competitiveness of the economy and job caéon, essentially indifferent to
the productive base of the economy.

109 Key European Council decisions regarding Greecénguthe 2010-2012 perio®2010/320/UE (8
June 2010), 2011/734/UE (8 November 2011) and B018 (4 December 2012).

10 A characteristic example is the Act of the Courwil Ministers (February 2012) reducing the
collectively agreed minimum wage by 22% (and 32%yfoung people) and dismantling the system of
collective employment agreements (see Chapter 3).
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This above mentioned logic has been argued by ssivee Greek governments, the
European institutions and significant sections l# tedia, whilealternative views
and proposalsexpressed in parliament or in the framework of ghblic debate over
the “doctrine of austerity” are frequently descdbley supporters of the adjustment
programme apopulist.

The unprecedented and, for a European countryuarogerturning of wages, working
conditions, collective employment agreements abdda law over the last four years
have been instigated by Greek governments by ordef the Troika, without social
dialogue and despite the mass opposition of empl@seand societyThese measures
affect collective autonomy and attempt to margs®lkollective bargaining, collective
labour agreements and trade unions, preferringithaial negotiation between employer
and employee. They promote an anachronistic cotiystess, feeding back into and
intensifying the recessionary trap in which therepay and society are caught. Many
of these measures are contrary to (incompatiblé)wite provisions of the Greek
Constitution, basic international labour agreemesit;ed by Greece, the European
Convention on Human Rights, and #euisin general.

The unions believethat, under pressure from the Troika, Greece’seguwents are
violating fundamental economic, social and demacraghts in the name of fiscal
discipline and improved competitiveness. The puldigthorities are aggressively
dismantling collective bargaining institutions, etitly intervening and reducing
pensions and nominal wages in the public and miwsEctor and using the law to
terminate collective employment agreements, whidéating provisions of fundamental
international conventions of the ILO, the EU’s Gkamf Fundamental Rights and the
Greek Constitution. They argue that the insistentethe Troika and the Greek
government on continuing the same failed policied the first and second
memorandum) with even greater intensity has ledkersrand the majority of Greek
society into poverty. This policy has resulted insharp decline in income, the
squeezing of wages and pensions for tax, the abolibf the National General
Collective Labour Agreement (which for decadestketlevel of the minimum wage)
and industry collective employment agreements,ffayo the private and public sector,
exploding unemployment, the dismantling of pubkevices and social assets (health,
education), privatisations, the drastic reductidrpensions and the demolition of the
public social security system, as well as the cwatiion of the deep recession and
misery.

For the unions, what is required is public polidiescontrast with those currently being
implemented) in order to strengthen social protectpublic health and education, and
social infrastructure, and to protect public godeislicies that will encourage economic
growth and development, job creation so as tothaltexplosion of unemployment and
the marginalisation of significant sections of &bgi There is an urgent need for
immediate action to prop up the income of the wegk& reduce extreme job
insecurity, to protect the unemployed, and to suppad improve the public health
system, including safeguarding its funding. At gamne time, the unions demand the
restoration of wages and pensions through collediergaining and the tax system. The
brutal and widespread fall in wages is fuelling amensifying the recession, spreading
the process of mass impoverishment of wage-eaar@samounts to a bomb placed
under the public social security system. There sg¢ede an immediate restoration of
the autonomy of bilateral collective bargainingatitievels (without state intervention).
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The public pension system must be protected andigen must be restored with the
return of the Funds’ “stolen” reserves and the &dapof a social resource in order to
help make the system sustainable. Tax evasionjcevas social security contributions
and undeclared work must be stamped out effectiaelgl there must finally be real tax
reform with progressive taxation, the reversalha telationship of direct and indirect
taxes, and the use of effective mechanisms and amdinst traditional and new forms
of tax evasion and tax avoidance.

The trade union confederations (GSEE and ADEDY)deom the harsh neoliberal
policies being implemented in the frameworks of themorandums in Greece. They
believe that they lead to economic and social tesasd that they must be overturned.
In their view, a realistic and viable solution fending the crisis and the current
impasse, requires (comes through) a different enamand social policy at a European
level, which increases public investment and so@pending, boosts liquidity,

redistributes income and increases employment.

Since 2012 in particular, agreement can be seen wa@us issues betwedrade
unions and small employers’ organisationswhich participate in general strikes held
by the unions to protest against the austerity oreas believing that they lead to
closure of businesses and job losses, while theg Ao taken joint initiatives with the
aim of supporting the autonomy of collective bangaj.

3. THE DECONSTRUCTION OF THE SYSTEM OF COLLECTIVE
BARGAINING DURING THE ADJUSTMENT PROGRAMME (2010-20 13)

Since the beginning of the economic crisis, thekem' rights are under pressure in
various countries of Europe, due to policies ainah@creasing flexibility and reducing
labor costs, through the adoption, among othergghimf measures, regulations and
changes in labour law and labour relations (Clautv&é&chomann, 2012).

The range and intensity of the measures and radi@aiges that are set in course and
implemented in Greece over the last four years d¢et@ly overturn the employment
framework. The structures of labour relations, thstitutions and mechanisms of
collective bargaining, of collective employmente@gments (CEA) and wage setting are
utterly altered, leading to an institutional weakgnof unions and poor collective
protection of workers.

The debt crisis will be an opportunity and a chafmethe degradation of salaried
employment. Using the basic argument of the neetnfrove competitiveness and
increase employment, the implemented policy shagiase 2010, a new employment
landscape in Greece, through major interventiodabour law and serious reversals in
the system of collective bargaining and wage sgttithe adjustment programme
implemented within the framework of the Memoranduaysart from the fiscal austerity
measures, involves a series of “structural reformmying particular attention to
reforms in the labour market and the labour retetiand promoting a series of radical
changes and measures that faithfully follow thedaxf internal devaluation, with the
reduction of labor costs by 15% by 2014 being ttegy@mm’s basic quantified objective.

In the case of Greece, European institutions anmma governments promote and
impose increased flexibility in the labour market (through numerous measures to
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support flexible forms of work and working time nagement by employers, as well as
to facilitate dismissals by increasing the limit wfass redundancies and reducing
dismissal costs for employers),daastic cut of nominal wagesby direct or indirect
government intervention andienitation of the workers’ collective protection by the
system of collective bargaining and Collective Emplyment Agreements

Legislative interventions and a multitude of regolas, which are each time
accompanied by a rhetoric of demonization of theotaprotection thresholds for the
low competitiveness of the Greek economy, systeraifyilead to the deregulation of
labour relations, dogmatically ignoring the realstural problems of competitiveness
of the Greek economy and seeking to improve conipatiess exclusively through a
drastic reduction of labour costs (mainly througastic reductions in wages).

In the last four years, there has been a gradutlehoh time more violent state
intervention in the system of free collective bamgay, aiming initially at freezing and,

subsequently, at reducing nominal wages, throudlervantions that shrink the
bargaining power of trade unions, clearly assuméngposition in favour of the

employers’ side and the enterprises and imposiegri@s of regulations in the labour
market and social protection with painful conseaesrfor workers

In the public sector,the administrative method of drastic reductioméminal earnings
and changing labour relations is selected frombénginning. In order for the budgetary
targets to be achieved, workers in the public se&te called to contribute more each
time, through successive across-the-board wag®amefits cuts, the cut of two salaries
per year for all employees in the public sectooligibn of the 13th and 14th salary),
the implementation of a uniform pay scale (whicluses nominal wage reductions
ranging between 7% and 55%), the increase of thekiywevorking time to 40 hours
(from 37.5) without raising wages, the abolitionilernal works rules, the suspension
of the CEA in State-owned Enterprises and the harmation of their workers’ wages
with the uniform pay scale of the State and, finally reducing the number of civil
servants. According to the Ministry of Administragi Reform, more than 200,000
employees have left the public sector since 20dfirément, voluntary resignation, etc.)
while new staff is not being recruited (1/5 is thie dictated by the Memorandum,
namely one employee is recruited for every five lryges who retire). At the same
time, the Government has committed itself towarus Troika, as regards the period
2013-2014, to include a total of 25,000 civil seng&in non-active status/mobility
schemes (the majority being moved to other poats), also that 15,000 employees, a
number of whom will be civil servants included irobility schemes, shall retire/be
dismissedGeorgiadou 2014).

In the private sector, with which we will deal in more detail, the meassithat have
been set in course gradually since 2010 aim, &stastep, at overturning the hierarchy
of Collective Employment Agreements through thesgmbty of deviating from their
terms, the abolition of protection thresholds, 8teengthening of flexible forms of
employment, the facilitation of dismissals and tbduction of the severance pay, and
then they escalate towards the same direction ikt gveater intensity every time,
imposing the predominance of business-level agdimstsectoral and professional
Collective Employment Agreements (when they ars fasourable to the employee),
the abolition of the extension of the Collective ffayment Agreement’s application,
the weakening of the bargaining position of the keos’ side through changes in the
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system of recourse to arbitration, while, by meahsa violent state intervention, a
drastic nominal reduction of the minimum wage deiaed by the current National
General Collective Employment Agreement (NGCEA)ingosed by an Act of the
Cabinet, extending even more the possibility of enegalized and uncontrolled
reduction of wages in the private sector.

The measures introduced in recent years aim systaiyg at deconstructing the
system of collective bargaining and promote theviddalization of labor relations and
wage-setting mechanisms.

The common denominator of the interventions is itheediate reduction of labour
costs for employers, through the weakening of éfveulr legislation on the protection of
salaried employment and of the institutional frarasw of collective bargaining,
reducing the coverage rate of employees by CEAmmdarily weakening collective
bargaining at sectoral level. The range and intgrdithe interventions in Greece aim
at shaping a new labour landscape to ensure tliggpibity of capital (Kouzis 2011).

Along with a multitude of fiscal measures that enber salaried employment, the
successive interventions in labor legislation tadgaincreasing flexibility and reducing
labor costs, in 2010 a new era began in terms efitistitutional framework of
collective bargaining, CEA and wage setting.

The measures adopted as regards the conclusioensext and overlapping of
Collective Employment Agreements, are fully intégcainto the logic ofinternal
devaluation, which is a key component of the adjustment progne and is
implemented mainlyhrough wage cuts by direct governmental interventn (in the
public and the private sectorjhe deconstruction of the system of collective
bargaining & CEA and the violent imposition of decentralization in erms of wage-
setting.

3.1 The major changes/reversals in the system of lExtive bargaining and CEA
during the period of implementation of the Memorandums

The main legal changes, which upset the systenilatklal collective bargaining that
had developed and operated over the previous twad#és, occurred mainly in October
2011 (Law 4024, in particular Article 37) and inbireary 2012 (Law 4046 and Act of
the Cabinet) providingnter alia, for:

- The “suspension” of the procedure of extension ohe validity of sectoral and
professional CEA throughout the mid-term fiscal stategy framework

- The “suspension” of the favourability principle throughout the mid-term fiscal
strategy framework andrevalence of the business-level CEANn case of
overlapping with a sectoral CEA

- The possibility of business-level CEA being conclwl by new entities of
collective representation of employees, apart frdme unions (the so-called
“Associations of Personsy

- The possibility of business-level CEA being concletl also by enterprises
employing fewer than 50 peopléwhich were covered in previous years mainly by
sectoral CEA)
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- The reduction by 22% (32% for young people under 25/ears of age) of the
minimum wage determined by the current three-year National Gan@ollective
Employment Agreement (NGCEA 2010-2012), which wamed by all social
partners, and a change to the current system fiiamgéhe minimum wagée™*

- The fixing of the maximum duration of the CEA (3 years)the limitation of the
aftereffect of the terms of the Collective Employmet Agreements after their
expiry or termination (from 6 to 3 months), while the absence of a new
agreement only the terms relating to the basic salary and 4 Ilbwances
(seniority, childcare, educational and dangerousktill apply.

- The abolition of unilateral recourse to Arbitration. As from 14.2.2012, the
recourse to arbitration may take place only by raagreement of the parties and is
limited solely to determining the basic salary, atber issue being allowed to be
included therein.

- The suspension (as from 14.2.20b2)ncreases due to seniority provided for by
the law and/or a Collective Employment Agreement, ntil unemployment falls
below 10%

The radical changes in the system of collectivegiaing and the prioritization of
Collective Employment Agreements, in combinationhwthe provisions restricting the
role of mediation and arbitration (which practigalinactivate the role of the
Organisation for Mediation and Arbitration (OMER)eate the conditions so that the
new business-level agreements be able to aboliphartice the provisions of previous
Collective Employment Agreements and correspondirgtration Awards, collective
agreements and customs of the enterprise, leadiglgte an equalization of the wages
at business level with the thresholds of the Naiddeneral Collective Employment
Agreement (NGCEA). In other words, these regulaiogsult in significant reductions
of the current nominal earnings of workers in gotises, through the conclusion of the
new business-level contractde facto abolishing wages and working conditions
provided for workers by sectoral or previous busskevel agreements. This
development leads to a dramatic reduction of thminal wages of thousands of
workers in various sectors of the economy (seamed).

3.2. Support to employers and weakening of the ingitional role of the trade
unions. Restriction of the workers’ collective proection through collective
bargaining and CEA

The radical changes brought about in labour isswes the last four years ledd a
complete deconstruction of the system of collectivbargaining and Collective
Employment Agreements(as it was in effect and operated during the l&sy@ars),
while collective bargaining at sectoral level, whiwas one of the main targets of the
recent interventions, is irreversibly hit. At thanse time, in the new context that has
been shaped, trade unions fail in practice to tdsoarbitration without the consent of
the employers, and, in this way, the institutiorMediation and Arbitration (OMED) is
rendered completely inactive.

11 The minimum monthly wage of 751€ gross, which vpasvided for by the current three-year
collective employment agreement (NGCEA 2010-20#?)educed by Act of the Cabinet (28.2.2012) to
586€ and to 510€ for employees under 25 yearsef ag
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The consequences of the changes are multiple andtriemporary. Apart from the
direct consequences that are already visible, #ve fnamework is clearly shaped in
favour of employers, changing the conditions anadletations, at the level of collective
bargaining, at the expense of salaried employment.

The abolition of bilateral collective bargaining at natonal level to determine the
minimum wage (i.e. the bargaining framework of the National € Collective
Employment Agreement that was in force for decad#s the participation of all social
partners), through a violent government intervenfiict of the Cabinet'?) in February
2012, violates an operative collective employnagreement (which was signed by all
social partners) with the low-paid employees beimg first direct victims, whilghe
minimum wage, instead of an instrument for the proéction of the low-paid, is
converted into a lever for a generalized and sharpeduction of earnings in the
entire private sector of the economy The new, drastically reduced, “statutory
minimum wage” is now the new threshold for salaireshe private sector (586 € and
510 € for young people under 25 years of age), bellhereafter determined by the
government and will be adjusted, in accordance withnew framework, taking into
account its contribution to reducing unemploymeimigreasing employment and
improving competitiveness.

The first direct impact of these interventionsegfreme neoliberal inspiration, concerns
low-paid employees earning the minimum wage. Grdscthe only country in the
European Union where a drastic reduction in the inahminimum wage is imposed
during the crisis.Low-income workers have suffered wage losses thakaeed 3
wages on an annual basier four wages for young people under 25 yearsgd a
(Kapsalis & Triantafillou 2013)

The effects of these interventions are not limiwatly to reducing the earnings of those
who are paid the minimum wage, but have greatermaatgpon wages in the private
sector, while, at the same time, this developmeragsl down accordingly the

unemploymerlt® sickness and maternity benefits, pensions andimespay...

The negative impacts on the of employees arisingdim the prevalence of business-

level agreements over the sectoral Collective Emplment Agreementswere already

observable (immediately after the passing of thHevemt Law) in late 2011, and
expanded in 2012, through the proliferation of ndawsiness-level Collective

Employment Agreements that are concluded by empdogiad especially by newly
founded “associations of persons” in enterprisevafous sectors of the economy,
providing for significant reductions in nominal wesy The new business-level

agreements, in their vast majority, provide for drastic wage cuts ranging between

10-40% vis-a-vis the levels provided for, in each indivadlucase, by sectoral,
professional or previous business-level agreemeéhtder many of them, the minimum
earnings in the enterprise are reduced and aligitbdthe minimum national wage.

112 Trade unions have appealed since 2012 beforedhadi of State, which has not yet passed judgment
on the constitutionality of the said Act.

113 After the reduction of the minimum wage in 201Be monthly unemployment benefitwas also
reduced by 22% and now amounts380 Euros (from 461.5 Euros), while a new ceiling is alse, se
limiting the term of subsidization by the unemplaymhfund.
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The basic trend emerging under the new framewattkeproliferation of business-level
Collective Employment Agreements, the reductiothef number of sectoral Collective
Employment Agreements and the complete absencebdfadion awards after 2012
(loannou &. Papadimitriou 2013).

As shown by the data of the Ministry of Labour,2812 there has been a significant
increase in the number of business-level Colleciveployment Agreements and a
simultaneous reduction of the number of sectoratl gofessional Collective
Employment Agreements (Table 5.1).

Table 5.1: Number of Collective Employment Agreemein 2010-2013

2010 | 2011 | 2012 | 2013
SECTORAL/NATIONAL PROFESSIONAL 65 38 23 13
BUSINESS-LEVEL 227 170 | 976 | 385
LOCAL PROFESSIONAL 14 7 6 10

Source: Ministry of Labour

Unlike the past, the vast majority of new businkes®l Collective Employment

Agreements are mainly the result of the terminatamthe initiative of the employer’s
side, of previous agreements, or are entirely nelleCtive Employment Agreements,
most of which (4/5) are signed by “associationgpefsons” and provide, in their vast
majority, for wage cuts tending mostly to aligniagges in the enterprise with the
minimum national wage (loannou &. Papadimitriou 2D1

The primacy of business-level Collective EmploymAgreements without a sectoral
safety net, leads to the one-way individualisedulagn of wages and working
conditions by employers.

The new framework that has been shaped enablegpesés to reduce current wages
through new business-level agreements but alsoughroindividual employment
contracts. After the enactment of the regulatiomwipged for by the 2nd Memorandum,
according to the Labour Inspectorate (SEPE), fr@gn2.2012 until 30.6.2012 109,123
individual employment contracts were signed (in186, companies), providing for
average salary reductions of 23.4%.

The objective of the changes introduced is the cortgie decentralization of
bargaining and the wage setting at business or pemsal levef** by challenging
sectoral employment contractswhich traditionally played an important role iettsng
minimum wages, providing a net of collective prdit for workers, especially those
employed in small businesses.

The changes dictated by the Memorandums completady the balance of power in
favour of employers, leaving little or no room fdemands to the workers’ side during
collective bargaining for the conclusion of sect@allective Employment Agreements.

The abolition of the favourability principle andtewrsibility of sectoral agreements as
well as the limitation of the duration and espdygitthe alteration of the content of the
agreements’ aftereffect, result in the trade uni@hsing the collective “bargaining”,
either accepting the terms proposed by the empleids or refusing to sign, with

114 \ith the exception of the statutory minimum walgattshall now be determined by the Government.
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employees running the risk of suffering even grelisses of wages and institutional
rights.

The scope of “bargaining” at sectoral level is nowhe extent of wage cuts; however,
the new sectoral Collective Employment Agreementsaonot protect the new
reduced earnings for all employeedrom further pay cuts through business-level
Collective Employment Agreements with less favolegaerms and the new reduced
national minimum wage as threshold.

Most new sectoral Collective Employment Agreementthat have been signed after
the shaping of the new collective bargaining and Ck framework, in 2012 and
2013, provide for significant wage cuts for workersin hotel enterprises (-15%), in
confectionary product workshops (-15 %), in thelérgector (-6.3), in Banks (-6%), in
contractor enterprises and construction companris’%{), in night clubs (reductions
ranging from 20 to 50% compared with previous Guilee Employment Agreements
for musicians, singers), the technical personn¢heéters (-20% off the basic salary of
stage engineers and 10% off the basic salary oftasss), in lift construction
businesses (-10%).

The new framework of collective bargaining at sealttevel, after the expiry of a large
number of sectoral Collective Employment Agreememt2013, leads to further wage
cuts also through sectoral agreements that hogehteck” (or prevent) even greater
reductions through business-level Collective Emplegit Agreements or individual
employment contracts.

It is estimated that the wage reductions througlsinass-level and individual
agreements affect more than 30% of employees inpiineate sector, while the
reductions through sectoral Collective Employmengreéements so far affect
approximately 1/4 of workers. (Bank of Greece 2013)

In conclusion, theforced decentralization of collective bargaining tevards the
enterprise leve| in a country where the vast majority of businessaploy fewer than
10 employees, coupled with the weakening (and twoliin practice) of sectoral
agreementdeads ta

a drastic reduction of the number of workers cedepy Collective Employment
Agreements;

a wage dumping between enterprises of the sanersec

a weakening of the role of sectoral employersaoizations and the workers’
sectoral federations;

a further reduction of the workers' income, whileosting the economy’s
recessionary drift.

The developments’ continuing in this direction wasult in working conditions in the
private sector, in particular wages, not being thgect of collective bargaining but
being determined unilaterally by employers or byegament (which, from now on,
will determine the minimum wage). This leads toeaedjulation of the collective labour
law, to the institutional weakening of trade uni@msl to the provocative support of the
employers’ side. This raises the reasonable questimut the relationship that these
settings have with the European acquis, with thermational labour conventions
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entered into by the country, with various consitol provisions and especially with
the European “social heritage” of the twentiethtagnand the basic fundamental rights
to work.

In order for the number of employees not coverecctijective arrangements not to
increase further and to protect employees, theaseéed for immediate restoration of
the institutional framework of labour relations, of collective bargaining and
Collective Employment Agreements at all leveldMoreoverthe phenomenon of the
substitution of trade unions by “associations of psons” that play, in accordance
with the evidence so far, a purely negative roleatting lower wages (in new business-
level Collective Employment Agreemestlould also be addressedit the same time,
asubstantial union representation of employees in ¢erprises of the private sector,
in particular small businesses is required, through legislative initiatives thatll
strengthen the position of employees in the entapr and through stronger
involvement of trade unions in workplaces.

Finally, one must take into account the new coti@ta that have been developed in the
labor market with the explosion of unemployment ,aindtead of further facilitating
mass dismissals as the Troika requires, measumsgdsinstead be adopted that will
prevent dismissals, especially in profitable busses, which will have to be reasoned.

4. SOCIAL IMPACTS, WAGE DEVELOPMENTS, INEQUALITIES AND
POVERTY

4.1 Wage developments
4.1.1. Private sector
Minimum wage

Greece is the only country in the European Union wére (except for the losses of
minimum wages in real terms due to inflati@pominal reduction of unprecedented
scope in the minimum wagend salary by 22% (32% for young people under 26sye
of age)is imposedin February 2012 in the context of the implemeatabf the second
Memorandum. The sinking of the purchasing powethef minimum wage in Greece
cannot be compared with any other case sidiggng the 2010-2013 period, the real
minimum wage was reduced by a total of 25.9% and 3%% for young people
under 25 years of agdFigure 5.3).
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Figure 5.3. Evolution or real Minimum Wages in EU.Cumulative change 2010-
2013 (%)
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Examining the evolution over time of the minimumgea purchasing power in Greece
over the last thirty years (1984-2013), we discavat, after the drastic reduction of
2012,the purchasing power of the minimum wage in Greecezached, in late 2013,
a level lower by 25 percentage points than the 198dvel (Figure 5.4).

Figure 5.4. Evolution of the real minimum wage in Geece. 1984-2012 (1984=100)

105

102,2
100 - 00,0

, 29,3

98,9 97,9

96,9
95 96,0
\ /93,8
90.6 20,9
90 88.8 80,1 89,0
87,2
a5 86,8 %8
¥ 84,2 )\8:13 m 84,5
25
81, 80.6
80 793
77.7

75 -

70

1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012
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Minimum wages according to sectoral Collective Eogypient Agreements (in 5
sectors)

As regards theontractual minimum wages in the private sector othe economy,we

calculated theevolution of real sectoral minimum wages(based on individual
sectoral collective employment agreemenitsp individual sectors of the economy
(Tourism, Commerce, Banking, Metal Working Industryd Cement Industry), for the
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2000-2013 period. (Figure 5). As regards the regamiod, in all the sectors under
consideration, over the 2010-2013 four-year pettoE minimum contractual sectoral
real wages fall significantly and are reduced by8¥8in Tourism, 9.8% in Commerce,
8.2% in the Banking sector, 6.6% in the cement stquand 4.5% in the Metal
Working Industry. The greater reduction is recordedfar in minimum wages in the
hotel sector.In late 2013, the development of the real minimum wage of hotel
employees will have completely cancelled the progge made throughout the period
considered (2000 to 2013) and the wage will returim) real terms, to levels prior to
2000 (Figure 5.5.).

The new institutional framework that has been dgwed since 2010 makes employers
the masters of the game in the collective barggirior the conclusion of new
Collective Employment Agreement. As a result, mosw sectoral Collective
Employment Agreements signed in 2012-2013 contagmifgcant wage cuts for
employees (see section 3)

Figure 5.5. Evolution of the real minimum wages irb sectors. National Minimum
Wage and Real Compensation per employee (2000=100)
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Source: Christos Triantafillou, INE-GSEE. Calcubas based on data as derived from CLAS

Apart from the reductions in wages associated wighminimum contractual wages, in
the private sector of the economy, the wages ppieniterprises are reduced for a large
numbers of employees, also through the optiongedfby the new arrangements after
2010, such as the abolition of wage increasesddigh employment (less than 4 hours
per day), the reductions in wage increases for vawde and overtime (and also
reduction or elimination of overtime), the posstiilof imposing temporary lay-offs
and job rotation, the conversion of full-time tatg@me contracts or job rotation ...

Also, significant wage cuts derive through new business-level Collective

Employment Agreements and throughindividual employment contracts It is
estimated that, since the late 2011 (when the legatework was amended by Law
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4021) until the early June 2014440 business-level Collective Employment
Agreements have been concludefmainly with “Associations of Persons'the vast
majority of which provide for wage cuts between 106 and 40%.

The reductions in nominal wages in the non-bankirgate sector amounted to 2.9% in
2010, 1.7% in 2011, 9.3% in 2012 and, accordingréalictions, will reach 8% in 2013
(Bank of Greece 2014)

4.1.2.Public and wider public sector

In the last four years, in the context of the adjustment programraenultitude of
measureshave been imposed on employees in the public aoddbr public sector,
drastically reducing the employees’ earnings thhosgccessive direct across-the-
board cuts in nominal wages and benefifswhile two salaries per year have been
cut for all employees of the Stat€13th and 14th salaries, which corresponded to the
Christmas and Easter bonuses and holiday allowaAtss), significant wage cuts result
from the adoptiorof the uniform pay scale in the public sectofwhich has caused,
according to the Confederation of Civil Servant®&DY) nominal wage reductions
ranging from 7% - 55%), while reductions have also been effected (retroelg) to
thespecial pay scalesf the medical practitioners of the National He&ystem, of the
members of the Security and the Armed Forces, efuthiversity employees, of the
magistrature and the diplomatic corps.

In eleven large state-owned corporations, whichrasieded in the list of privatizations,
namely the Power Corporation (DEI), the Natural Gasporation (DEPA), the Posts
(ELTA), the Agricultural Bank (ATE), the Postal sags bank, the Water Supply
Companies of Athens and Thessaloniki (EYDAP and EMA the Piraeus and
Thessaloniki Port Authorities (OLP and OLTH), therg@nisation of Football
Prognostics (OPAP) and Larco, provision is madeesiate 2011 (Law 4024/2011 and
Budget of the year 2012), for a 35% reduction @& #verage per capita wage costs
compared with 31/12/2009. This is a direct inteafexe in the collective autonomy,
which overturn the current Collective Employmentrégments. Also, the challenging
of the framework of Collective Employment Agreengeirt various public enterprises
and the implementation of the uniform pay scaleéhef State (e.g. in public transport
and the defense industry) led to a drastic rednaifdhe employees’ earnings.

Based on the average compensation, the decreaserage gross nominal earnings in
the public sector is estimated at -7.7% in 201(%0in 2011, -3.8% in 2012 and 6.7%
in 2013 (Bank of Greece 2013).

4.1.3 Evolution of average real earnings (total emony) and of the labour’s share in
the product

The legislative interventions in the labour marketd the system of collective
bargaining and Collective Employment Agreementsipted with the consequences of
the deep economic recession in the labour markettla® unemployment, decisively
affect the wage setting and lead, for the fourtinsegutive year, to significant
reductions in the employees’ earnings in 2013, evhiiile purchasing power of the
average wage per employee in Greece is expectedctme further in 2014. Based on
information from the European Commissidime cumulative reduction of the average

129



real wages per employee in Greece for the years ZB2013 amounts to 22%Figure
5.8)

An examination of the issue over tir(fagure 6) shows that, in the years 1995 to 2009,
the cumulative increase in average real wageshlegtirchasing power of the average
wage per employee to levels higher by 30% compargd1995.The rapid reduction

of wages over the last four years will result, athte end of 2013, in completely
annulling the progress made in the years 1995 to @9 in terms of improving the
purchasing power of wageg1995 = 100, 2013 = 101.8).

Figure 5.6. Real average compensation per employd®96-2013. Constan ptices
1996. Annual variations in % and Index 1995= 100. (Bece
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The drastic reduction in wages, coupled with the gtosive rise in unemployment,
leads the labor’s share in the product to a sharpail in the last three years(Figure
5.7. The share of wages in the GDP is an indicator ttedliects the primary
redistribution of the product between labour angiteh The share of labour fell
significantly over the period 1990-1994, stabilizeder the period 1995-2004 and
recorded a relatively small decline over the pe@0605-2008. In the period 2009-2011,
because of the existence of the collective employnsgreements that had been
concluded in previous years and were still in fortee labour's share remained
relatively stable against the recessionary pressuvhileit fell 8 percentage points
over the last three years|t is the largest primary income redistributidrat can be
observed within a three-year period, in the ld$y ffears, in the statistics of developed
countries.
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Figure 5.7. Adjusted wage share (as % of GDP at ctent factor cost). Greece,
1984-2013
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In Greece, the wage cuts are unprecedented and castrbe compared, in terms of
extent, with any other eurozone country.As shown by the processing of data from
the European Commissiom the last four-year period 2010-2013, the cumulate
reduction in the average real wage in Greece is 22%n Cyprus 13.5%, in Portugal
and Ireland 3.8% and 4%, respectively, in Spaifbahd in Italy 2.1%. The process of
rapid divergence of wages in Greece from the Ewao@verage is obvious and striking.
(Figure 5.8.

Figure 5.8. Evolution of real compensation per emplee in the Euro Zone.
Cumulative change 2010-2013 (%)
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In conclusion, the drastic cuts in public sectoges and the sharp, generalised and
uncontrolled reduction of wages in the private @e¢through the forced reduction of
the minimum wage, the decentralization of bargariowards a business or individual
level and the decrease in the percentage of wodassred by sectoral or professional
Collective Employment Agreements), apart from tlegative consequences that result
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in the employees’ income and living conditionsdea further contraction of domestic

demand, contribute to the deepening of the recestad to shortfalls at the level of
tax revenue (and to unreasonable new fiscal burdeimgy imposed on employees and
pensioners) while creating huge problems in revesnu the sustainability of social

security funds, rendering new painful pension cauteal danger. The adoption each
time of new painful measures to achieve the budgeibjectives and the rationale of
internal devaluation maintain the vicious circledamtrap the Greek economy into a
downward spiral, making social regression ever deep

4.2. Inequalities and Poverty

The implementation of the policies of hard ausyedittated by the Memorandums and
the overturning of the institutional framework @bbur relations at the expense of
salaried employment have aggravated the level/mfdiand the living conditions of the
population and of employees, lead to widening irditias and increasing poverty rates
in relative, but mainly in absolute terrfi&able 1 in the Annex).

According to data from the Eurostat (December 20&83ece has the highest relative
poverty rate (23.1%) in the European Union and holds the fourth wotate in the
ranking based on the poverty and social exclusidicator (34.6%).

The magnitude of the problem is not yet fully refea, due to a significant lag of the
available statistical data. At the same time, tw@owus social actors involved in the field
of addressing poverty and various absolute poviedicators send out messages far
more alarming than the picture given so far byabailable statistical data.

4.2.1 Analysis of basic relative poverty & inequsglindicators 2009-2011

According to the most recent available data from Households Income and Living
Conditions Survey 2012 (income reference period120df the Hellenic Statistical
Authority (November 2013):

- Based on the widely usertlative poverty' indicator, 2,535,700 people (or
914,873 households) in Greece are below the pouhrgshold in 2011. The
monetary poverty line amounts to 5,708 Euros par yer person and to 11,986
Euros for households with two adults and two depahdhildren under 14 years of
age

- Despite the significant decrease of the poverty tbshold by 20.4% compared
with 2009 (the poverty threshold decreased from 7,178 €§@ar in 2009 to 5.708 €
in 2011),the relative poverty rate increased by 14.9%compared with 2009) and
amounted to 23.1% of the population in 2011 (frdil2 in 2009).

- The absolute poverty rate has doubled since 200%he “absolute poverty” rate
(calculated based on the fixed poverty threshol@Gff5) increased from 16.3% in
2009 to 32.3% in 2011. In other words, while trek rof poverty in relative terms
increased by 14.9%, the risk of poverty in absdletes increased by 16 percentage
points in two years (+ 98.2%).

- The population living in households where no membeis employed,or works for
less than three months overall per year, W#&s 0,900 people or 16.1% of the

15 The poverty threshold is set to 60% of thedian total household incorequivalent.
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population aged 18-59 years, whereas in the previous yedrl}2id amounted to
837,300 people.

- A 34.6% of the population (3,795,100 people) is running tis& of poverty or
social exclusiof™® The indicator refers to population at risk of pdy or under
material deprivation (deprived of 4 out of a li§t9ogoods and services) or living in
households with low work intensity.

- The high-risk groups for poverty include single-parent households with at least
one child (66%), the unemployed (45.8%), househwaiitts two adults and three or
more children (36.8%), people with low educatiorvels (35.7%) and the
economically non-active persons except pensiod29¢o). At the same time, child
poverty has increased (children 0-17 years 26.5%).

It should also be noted that, based on the braaderator,the at-risk-of-poverty and
social exclusion rateat the ages of 18-64 years is almaésice as much for
immigrants (62% versus 36% for Greeks).

The policies of the Memorandum have brought about aidening of inequalities in
the first 1.5 years of their implementation TheGini inequality index stood at 34.3 in
2011, against 32.9 in 2009 (a 4.3% increase) aa&80/S20 indeX'’ amounted to 6.6
in 2011, against 5.6 in 2009 (a 17.9% increase).

The increase in the number of the poor by 330,08@ple between 2009 and 2011,
which results from the measurement data of relgioeerty, is a glorified description of
the current situationfoday the reality in Greece is much worse than thaitlustrated

by the available official statistical data on povety. The time lag of the statistical data
does not allow showing the full extent of the imgacf the measures dictated by the
Memorandums in terms of poverty and the unequadribligion of income, since the
measures of 2012 and 2013 were of an even monesmteharacter and have a larger
impact on the income and living conditions of hdwsds.

More specifically with regard to employees and peinsners. The available statistical
data on relative poverty, due to a time lag andgaificant decrease of the poverty
threshold after 2010, do not reflect for the tinenly the painful income cuts suffered
by the low-income earners and those living on ssimen(especially after the measures
adopted in late 2011 and, in particular, the messadopted in 2012 and 2013).

Despite the significant decrease of the povertgghold (-8.2% in 2010 and -13.5% in
2011) therate of poor workers amounts to 15.1% in 2011 (from 11.9% in 2010).
However, the available statistical data do notexdfl at least for the time being, the
drastic reduction of the minimum wage by 22% (amel teduction of unemployment
benefits by 22%) that was brought about by the Medhorandum in February 2012, or
the reductions in sectoral minimum wages made sh@d€ in industries with a large
numbers of workers (such as retail and wholesaléetrtourism, food), or the wage

118 pgpulation at risk of poverty or material deprigati{deprived of 4 out of a list of 9 goods and By

or living in households with low work intensity).

117 The S80/S20 index is the ratio of the income rebiby 20% of the population with the highest
income to the income received by the 20% of theufaijmn with the lowest income. Thiseans that in
2011 the richest 20% of households owns a 6.6 tiarger share of income than the poorest 20% (from
5.6 times in 2009).
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reductions made through operational and individuaployment agreements in a large
number of enterprises.

With regard tgpensioners the relative poverty rate fell from 19% to 14.3%@2011, a
decrease attributed to some extent to the decfae poverty threshold and to the
fact that the available data do not currently tflee successive cuts imposed after the
end of 2011 on main and supplementary pensionghantbtal abolition of allowances
and bonuses as regards main and supplementaryppgnsi

It should also be noted that, in addition to thmetilag of the data, these surveys
conducted by the ELSTAT do not include the presupmat, such as homeless people,
those living in asylums, Rom, ....). As a consegeeimn order for policies tackling the
problem to be mapped out and set in course, otii@mnation available to social actors
active in the field should be taken into accountigasing number dfomeless people
the spreading ofoup kitchensfor the needy, phenomena of children’s malnutnitiio
schools, phenomena ténergy poverty” (due to excessive increases in electricity and
heating oil), increasing number of people withootial security andiccess to health
care, etc.)

4.2.2.Massive impoverishment of the world of saéati employment due to the
implementation of the policies dictated by the Mermodums

As regards in particular the formation and evoltiof the phenomenon of the
workers’ poverty and, consequently, the way to addresapgrt from the individual
characteristics and the characteristics of househd$ where “poor workers” live, an
important role is played bihe conditions and institutions of the labour marke, the
evolution of various factors that shape and affecthe available household income
and living conditions in general, such as wagegspecially minimum wages,
unemployment benefits, direct and indirect taxes,nflation, social transfers and
access to basic goods and services (health, edumati...) while the role of
macroeconomic policy and public policiesin the formation and evolution of the
phenomenoshould not be considered neutralFinally, the phenomenon of in-work
poverty is directly connected with job insecurity(and the development of its different
forms) as well as with the ability of the social protectio system to reduce
inequalities and to contribute substantially to thereduction of poverty among
workers and the population in general.

The policies implemented since 2010 have aggravallethe factors influencing the
poverty of workers (and overall poverty)

- wages have suffered a collapse, including minimway (which was reduced by
22% under the 2nd Memorandum, as did the unemplolimenefits). The role of
wages and minimum wages in particular is crucialonder to reduce in-work
poverty, to prevent the complete deconstructiorthef social security and social
protection system and the social slide, and alswder for the economy to restart.

- the labour market institutions have been complatgiset at the expense of labour,
while the insecurity and deterioration of workimanditions have increased.

- the cutbacks in public spending on social poliepezially as regards the funding of
public health and education, are a considerablddsuto low incomes
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- Access to the labour market is now a feat, duééodeep recession and the drastic
decline of employment, thereby reducing the paséiton of households in the
labour market and increasing poverty. According data from the Hellenic
Statistical Authority (November 2013), in 2011 tha&pulation living in households
where no member is employed or works for less theee months in total per year
has increased and stands at 1,010,990 persons &8@r000 last year and 544,800
persons in 2009)

- increasing long-term unemployment and the measamesprovisions that restrict
access to unemployment benefits (new ceiling orb#refit’s term during 2013 and
2014) have resulted in the vast majority (85% -9@¥)he unemployed not being
covered by unemployment benefits.

The main mechanism for the expansion of povertynduthe current crisis in Greece is
the dramatic increase in the number of the unenaol@from 355,000 in the 3rd quarter
of 2008 to 1,345 thousand in the 3rd quarter of 330&nd in the duration of
unemployment (long-term unemployed increased fro8%.400 in 2008 to 955.6
thousand, respectively), combined with the largpsgeharacterising the public social
safety net, which became even larger because offdheed fiscal adjustment.

The fact that in Greece the unemployment benefgrated has a maximum term of
one year, in combination with the ceiling set (ihetcontext of the second
Memorandur™® to further limit the term of the unemployment béitis payment, have
resulted inabout one in 10 unemployed persons receiving unengyiment benefits
today.ell\l/lgoreover, in Greece there is no institutionaliZedn of guaranteed minimum
income .

The adjustment programme of the Greek economy, laasi been implemented so far,
has created the conditions for a process of magsigeverishment of workers and the
population in general, both through the primary dhd secondary distribution of
income.

Therefore, an emergency plan, through coordinated public inteventions, is
necessary to directly support the homeless, thgryumamilies with children without
any employees, without unemployment benefits, twidle universal access to health
services for all those who are already experien¢hgy humanitarian crisis, and to
address the basic needs of a substantial parteopdpulation that is on the brink of
humanitarian crisis.

At the same timeanother plan to exit the crisisis needed, with different economic
and public policies that giveriority to basic social needs and set the necesgar
productive reconstruction in course.

118 Ceiling on the term for granting the unemployment tenefit of the years 2013 and 2014 ceiling

is set on the term of the unemployment benefitpedpat 450 days within the four-year period befoee
commencement of the granting of the unemploymenefie(from 1.1.2013) and at 400 days (from
1.1.2014)

19 The pilot implementation of the guaranteed minirmnoome in 2 regions of the country as from 2014
(which was passed in parliament in November 204 8jill being designed, while the granting of 208s€
from 2014 to the long-term unemployed refers t@gywmall number of people due to the access iexiter
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5. SOCIAL UNREST ASSOCIATED TO THE IMPLEMENTATION O F
AUSTERITY MEASURES AND STRUCTURAL REFORMS

The austerity policies and policies of restrictiohlabour and social rights that are
implemented since 2010 in Greece have triggerethanast four years, massive social
reaction, causing a significant increase in prstestemonstrations, strikes, work
stoppages and sit-ins in the private and publitosec

The trade union confederations (GSEE and ADEDY ehealled 36 general strikes in
the last four years, demanding the overturninghefanti-labor and anti-social policies /
measures dictated by the memorandums, which, iir t@nion, lead the Greek
economy and society to dead end. At the same timeg, take legal action at national,
European and international level to restore therauny of collective bargaining and
the possibility of concluding Collective EmploymeAgreements for the collective
protection of workers. They strongly react to autlaoan government policies aimed at
restricting the right to strike and trade unionhtgy and oppose, through numerous
demonstrations, dismissals in the public secta,diterioration of public services, the
commercialisation of public goods and the “sellioff’ of public enterprises and
infrastructure.

The Labour Institute of GSEE recorded a total & 4ttikes and work stoppages for the
year 2011, of which 9 were general nationwide sefrikalled by the confederations of
GSSE and ADEDY (5 24-hour, 2 48-hour and 2 worlpgames). In the year 2012, a
total of 439 strikes were recorded, including 15egal nationwide strikes (4 24-hour, 2
48-hour and 9 work stoppages). In the year 2018tah of 443 strikes were recorded,
including 5 general nationwide strikes (lasting Bdurs) and 10 work stoppages
(including 9 in the Public Sector, called by ADEDDuring the 2011-2013 three-year
period, 741 strikes were held in the private se@66 in the public sector and 134 in
public utilities (SOESs), while 95 sit-ins were reded in the private and public sectors.
(Katsoridas & Lampousaki 2012 and 2013).

The invocation of a state of “emergency” is a kegument for governments to
legitimize the repression of demonstrations andkestr In 2013, the government
invoked a “state of emergency” to mobilise strikarsd, thus, put an end to their
collective actions (workers in the Metro, in thetgpschool teachers).

As regards the legal actions and initiatives of trede unions, the GSEE filed a
memorandum with thénternational Labour Organisation (ILO) on 29/7/2010 and
requested the urgent activation of its ordinaryitestducture, because of the violation of
fundamental International Labour Conventions by ldgslative measures adopted by
the Government for the implementation of the indional borrowing mechanism of
the country. The ILO decided in June 2011 to inel@feece in the list of 25 countries
under consideration for the violation of fundaméitégernational Labour Conventions,
while in September 2011 a component of the ILOvadiin Greece to inspect the Greek
Government for the violation of International LabdZonventions both in the field of
remuneration of labour and in the field of workiognditions. On 18/11/2011, the
GSEE lodged a supplementary petition for Recoueferb the International Labour
Organisation against the new measures providetiyfdaw 4024/2011, which brutally
violate the fundamental collective rights of workerwhich are protected by
International Labour Conventions.
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In December 2011, the conclusions of the Intermalid_abour Office’s report were
publicised. The many-paged ILO report included ghaomments/remarks for the
Greek Government and underlined that the legi®atnterventions promoted in the
context of the memorandums violate fundamental tsighvhich are protected by
International Conventions, such as collective emplent agreements, the fair
remuneration and working conditions, collectivedaaning and the social dialogue for
pursuing policies of employment and insurance. bvéinber 2012, after considering
petitions for recourse of the Greek trade uniord the ITUC, the tripartite Committee
on Freedom of Association, the supreme auditingyboidthe International Labour
Organisation, discovered several serious and wrdasdp violations of Greece’s
international obligations to protection collectimaetonomy, the inviolability of the terms
of Collective Employment Agreements and the coMectrights of workers, and a
serious lack of social dialogue. The Committeescail Greece to restore the system of
labour relations in conformity with fundamental hig (Committee Report,
Recommendations to Greece, pp. 784-1003).

The trade unions also have appealed befor&tinepean Committee of Social Rights
of the Council of Europe invoking the incompatibility of certain laws witthe
European Social Charter. In October 2012, the Gbuoic Europe deemed the
overturning of labour relations in Greece illeghgécause they flagrantly violate the
European Social Charter. In its decision, the Camemicalls for the abolition of two
interventions, both with respect to the “probatiynperiod” and the dismissal without
notice and with respect to the reduction of theimim wage for workers under 25
years of age to two thirds of the minimum nationalge. The GSEE in early 2014,
lodges a statement of written observations to tbenCil of Europe, in which there is
extensive reference to the legislative interversiasf the Government-Troika to
employment issues in the private and the broadeliqsector, which have been carried
out from 2010 to date and which, besides being mstdotional, violate several articles
of the European Social Charte.r

It should also be noted that, apart from a seriegppeals lodged by trade unions before
Greek courts, the GSEE lodgeh 29/3/2012 before the Council of State petition

for abatement of the provisions of Law 4046/2012 ahof Act of Cabinet (PYS)
6/28.2.2012, which implement the measures providddr by the 2 Memorandum,
imposing overnight drastic reductions to privatetsewages, violating the Collective
Employment Agreements and demolishing the systenoléctive arrangements in the
country, by putting forward the argument that theasures overthrow the core of
fundamental civil and social rights safeguardedthsy Constitution and International
Labour ConventionsThe Council of State, two years after the filing othe recourse,
has not delivered a relevant judgment yet

Finally, a large section of the population showstalite for the political forces that

collaborated to bring the country to collapse. Wstlata of the society are now deeply
disappointed and are turning more and more towaidstive options against the

political power system. In addition, the EU is nobnsidered innocent and

unaccountable, especially in terms of crisis mamaegg, and there is a serious lack of
confidence in the European institutions (see Eumbater).
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The erosion of social cohesion, increasing povearty inequalities and the lack of
prospects create the conditions for an upsurgenophobia and racism and the rise of
the extreme right in Greece (9.4% in the 2014 &las).

Since 2012, there is also a rise in the electofbdence of the radical left, while in the
recent elections the party of the radical left cdimst in terms of vote preference (with a
percentage of 26.6%).

6. EPILOGUE - CONCLUSIONS & PROPOSALS

Judging from the results in the real economy amdsttale of the social impacts caused,
the adjustment programme implemented in Greece 1040 is irrational in economic
terms and, at the same time, socially dangeronsge st reduces large sections of the
population to poverty and leads to a massive impsivment of workers. The
degradation of salaried employment takes placeutirothe undermining of the
workers’ collective protection (labor law, collesti bargaining and collective
employment agreements), the authoritarian drastiaation of wages and other labour
rights as well as through the deconstruction ofad@ecurity and social protection.

The policy implemented through the Memorandums tledsituations never known
before in Greece, as the depth and duration of rdmession and the size of
unemployment are unprecedented in peacetime. Ttleas@ communication effort of
the government, the Troika and various Europeattiggahs during the recent period, to
convince that the adjustment programme leads tsuzcess story” in the case of
Greece, is in stark contradiction with the “reabrgt illustrated by the level of the
public debt (from 129% before the Memorandums,oiivramount to 177% of GDP),
the prolonged deep recession of the economy (theuladive loss in terms of national
income reaches 25%), the shrinking of a substaptiglon of the productive fabric and
employment (over 900,000 jobs that took 20 yeargdate were lost), the unacceptable
levels of unemployment (27.3%), youth unemploym€b6.7%) and long-term
unemployment (70% of the unemployed) and the hutaaan crisis that is currently
under way in Greece. The termination of this dreast policy of the Memoranda is a
prerequisite for a policy of recovery of the sogiahd reconstruction of the economy,
while the need for an alternative plan to exite¢hsis is obvious.

An immediate priority for the world of work is thiestoration of the workers’ collective

protection through both labor law and bilateraloaaimous collective bargaining at all

levels, without government interference, and theraasing in minimum wages. An

emergency plan is also needed to address basal seeds (shelter, food, medical care
...) and measures should be taken to prop up tt@me of the weakest, to reduce
extreme job insecurity, to protect the unemployed.

At the same time, what is required is public pekciin contrast with those currently
implemented) to strengthen social security/provectipublic health, education and
social infrastructure and to protect public goods,real tax reform for the fair
distribution of the tax burden (towards the progremness of taxation, the reversal of
the ratio between indirect/direct taxes, the useffeictive tools and mechanisms against
traditional and new forms of tax evasion) and fdoamking system in the service of
production, development and employment, which wipport a plan of productive
restructuring.
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The response to and the exit from the crisis atelatermined only by national choices
and developments, but also by policies and devetopsnat European level. The exit
from the current dead end requires important deessat European level about how to
resolve the problem of public debt, the bankingoanithe easing of monetary policy,
the adoption of a development agenda, the baladeedlopment between Member
States and the fight against wage, social and tempthg. At national level, financial
instruments must be used, which at the same tiloe al reduction of the deficit and an
increase of the GDP. This requires the annulmewtverturning of key elements of the
Memorandums and an increase in public and privatesitment.

The European Union cannot continue blackmailingrersocieties, and should finally
make clear, in the context of the new economic gwuce, what it wants to impose or
negotiate. Greece needs to do what it failed tandthe last four years, namely to
negotiate another realistic and viable plan to thetcrisis, which will give precedence
to the basic needs of the population and to thedymtive reconstruction of the
economy. Social needs, social justice, the fund#@mhemghts and democracy are
priorities.
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8. ANNEXES

Figure 1

Evolution of GDP in the Euro Zone countries, 2008-2 013
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Source : Calculations based on data derived from Ameco Database European Commission
Figure 2

Evolution of Investment in the Euro Zone countries
Gross fixed capital formation
Cumulative change 2008-2013 (in %)
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Figure 3
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Figure 4
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Figure 5
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Figure 6
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Figure 8
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Table 1: Basic relative poverty & inequality Indicators 2009-2011

2009 2010 2011

Relative poverty rate 20.1% 21.4% 23.1%
(total population)
Number of persons 2,204,800 2,341,400 2,535,700
Poverty Threshold for 1 person

per year 7,178 € 6,591€ 5,708 €

per month 598 € 549 € 476 €
Change of threshold / previous year (in -8.2% -13.4%
%)
Poverty Threshold for households 15,073 € 13,842 € 11,986 €
with 2 adults and 2 children  under 14
years of age (per year)
Poverty gap (depth) 23.4% 26.1% 29.9%
(50% of poor people had an annual
income over: ) (5,498 €) (4,870 €) (4,0001 €)
Absolute poverty rate
-with fixed poverty threshold 2005 16% 22.5% 32.3%
- with fixed poverty threshold 2008 18% 24.9 % 35.8
Single parent family with at least one 33.4% 43.2% 66%
dependent child
Households with 2 adults and 3 or more 26.7 20.8% 36.8%
children
Households with 2 adults and 2 20.3% 24.2% 25.9%
dependent children
Households with two parents and one 21.6% 17.7% 25.3%
dependent child
Child poverty (children aged 0-17 at risk) 23% 23.7% 26.9%
Pensioners 19% 19.9% 14.3%
Poverty rate of workers 13.8% 11.9% 15.1%
Full-time employees 11.7% 10.4% 13.4%
Part-time employees 29.4% 21.4% 27.3%
Unemployed 38.5% 44% 45.8%
Population living in households where no 544,800 837,300 1,010,900
member is employed (or works < 3 people people people
months/year)
Inequality Indexes
S80/S2 inequality index 5.6 6 6.6
Gini inequality index 32.9 33.5 34.3
Poverty and social exclusion rate  in 27.7% 31% 34.6%
the total population
Number of persons 3,403,000 3,795,100

Source: EL.STAT, Eurostat, EUSILC 2010-2012)
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Chapter 6
The challenges of the crisis and the external inteention in Portugal

Fernando Rocha and Alan Stolertff

INTRODUCTION

Following weeks of suspense and speculation, onil Ajr 2011 the Portuguese
government broke down and requested financial @assie from the EU, the Euro Area
Member States and the International Monetary FulMdF)Y. By May, 2011 a
“Memorandum of Understanding on Specific Economitidy Conditionality” (MoU)
had been drawn up and negotiated between the Redaguthorities and officials of
the so-calledTroika, consisting of the European Commission (EC), theofean
Central Bank (ECB) and the IMF. The agreement vaeamélly adopted on May 17,
2011 at the Eurogroup/ECOFIN meeting in Brusselee T™MoU and the Loan
Agreement were signed soon thereafter, giving tesan austerity-oriented economic
adjustment programme and external intervention.

Three years later, the EC declared that “aftelafréland Spain, Portugal is the third
country to successfully graduate from its finaneissistance programmé&* According

to this assessment, the measures and reforms imapteth by the Portuguese
government have brought about favourable achievesnen recovery of economic
activity, with output gaining momentum; a reductiarthe costs of recent emissions of
debt, with yields on government bonds returningpte-crisis levels; an increase in
competitiveness and a transition to export-led gnowa slowing down of the
deterioration of the labour market; a decreasdefpublic debt to sustainable levels; a
significant adjustment of the banking system; adgeh deleveraging of the corporate
sector; and improvements in business proceddfes.

In spite of these achievements, the EC statemeatadathat Portugal will still have to
face many challenges in order to ensure the sadt#ity of its economic recovery. So,
as expected, the final conclusion of the assesswast that “a continued strong
commitment to structural reforms and fiscal cordation is essential?®

Ironically, a short time following this congratubay assessment, the crisis of the
Espirito Santdinancial empire broke out raising the spectra okw banking crisis.

120 Fernando Rocha is sociologist at Fundacién 1° @gdV(Spain). Alan Stoleroff is researcher at the
Instituto Universitario de Lisboa (ISCTE-IUL. Pogal).

12l EC (2014) Statement by Vice President Kallas on Portugdl7/5/2014). Avalaible in
http://ec.europa.eu/economy_finance/assistance s/pontugal/index_en.htm (access on 2 June 2014).
12 EC  (2014) Portugal programme  assessment (15/5/2014).  Available in
http://ec.europa.eu/economy_finance/assistance _s/portugal/index_en.htm (accessed on June 2,
2014).

123 EC (2014) Portugal programme assessmeft.20). On the same day as Portugal closed the
programme, the government released the documdm Road to Growth: A Medium-Term Reform
Strategy for Portugal” (http://www.portugal.govgtocumentos-oficiais/20140517-estrategia-medio-
prazo.aspx).
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Throughout this period, however, such positive pomgics by the European and
international banking authorities have been cailled question by critical analysts of

the crisis and the consequences of the Troikasiehtion*?*

Firstly, it has been argued that the austerity mmessadopted since March 2010 in
Portugal had a strong recessionary effect in tloetshn - a trend also registered in the
other peripheral southern European countries, asdBreece and Spain, at the epicentre
of the debt crisi$® — due to the negative impact of fiscal consolmtatnd the induced
wage devaluation upon effective aggregate demahuthws a key driver for economic
growth in the so-called wage-led econonf@@sThe most visible outcome of this
process has been the huge increase in unemploymieicty brought with it inevitable
consequences for the overall social situation efwrking population.

Secondly, critics point out that, while the econorarisis and the dramatic rise in
unemployment have spawned increasing poverty anidlsmequality*?’ government
policy, in accordance with the measures imposedhleyMoU, has utterly failed in
mitigating the negative social impacts of the ament programme. Indeed many will
argue that the social crisis is the direct outcamfeausterity*?® According to the
International Labour Organization (ILO), since Rgdl's financial assistance
programme was agreed upon in May 2011 the situatiothe labour market has
experienced deterioration without precedent in rtn@dern economic history of the
country’?® The rise in unemployment had significant conseqgesrior social exclusion
that were exacerbated by the negative impactseohtisterity measures implemented to
comply with the MOU (cuts in the budgets and expemnels for unemployment
insurance benefits as well as anti-poverty andarelprograms such as tRendimento
Social de Inser¢go

Finally, a particularly controversial issue conceerthe effects of the reforms on
industrial relations. In compliance with the MoUqu&rements, the Government
launched significant labour law reforms that aimedtransforming the collective

124 A useful start is Abreu, A. et al. (2018)Crise, a Troika e as alternativas urgent&mta-da-China.

Of particular interest are the various recent pred®ons by Portuguese economists and sociologiiste
conference “A transferéncia de rendimentos do thabgara o capital - Contexto, dimensdes,
instrumentos”, June 19, 2014, Lisbon
(http://saladeimprensa.ces.uc.pt/index.php?cold4cas&id=10210#.U8ej4Sje7QN).

125 Castro Caldas, J. (201Zhe consequences of Austerity Policies in Portugdédrich Ebert Stiftung;
Pedroso, P. (2014Portugal and the Global Crisis. The impact of thesterity on the economy, the
social model and the performance of the stkteedrich Ebert Stiftung.

126\Wages have a dual function in capitalist econontiesause they are a cost of production as well as
source of demand. In this regard, a wage-led ecgntan be defined as that in which an increase or
decrease in wage shares has significant effectserconomic growth (because of its several effects
the effective aggregate demand). Even if this cptuadization is subject to an ongoing debate, recen
studies and available empirical evidence showdbatestic demand regimes are likely to be wagefed i
most advanced economies. See for example, Lavaoie&k Btockhammer, E. (2012)age-led Growth.
Concept, theories and policid$ O.

127 See, for example, Carmo, R. M. e Cantante, M. 420Rrecariedade, desemprego e protecdo social:
caminhos para a desigualdade?” (http://observatagmdesigualdades.com/2014/06/19/precariedade-
desemprego-e-protecao-social-caminhos-para-a-dadayle-por-renato-miguel-do-carmo-e-frederico-
cantante/).

128 5ee Varela, R. (ed.) (2013) A Seguranca SocialséeBtavel: Trabalho, Estado e Seguranca Social em
Portugal, Lisboa, Bertrand Editora.

129 Ryder, G. (2010) “Foreword”, in Torres, R. (Diredtand Malo, M. (Coordinator) (2013Jackling

the job crisis in PortugallLO.
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bargaining system, including new rules concernihg expiration and renewal of
collective agreements, limitations upon the extmmsof collective agreements and
measures that will facilitate a selective decertasibn of collective bargaining from
the national and sector levels to the company level

The outcome of these reforms, combined with thectdfof the economic recession and
an ever more aggressive strategy by employersttmgevages unilaterally, has been a
paralysis of the collective bargaining in PortuflAs shown by the available figures,

the number of collective agreements and extensemisibns of collective agreements

has fallen dramatically since 2011, and, as a cpresece, the quantity and proportion
of workers covered by collective bargaining hasypheted to the lowest values in the
history of Portuguese democraty.

In this regard, critics emphasize that the undedyaim of the MoU is to achieve

fundamental changes in socio-economic power relatibrough deregulation. While

taking advantage of the institution of social cateton to obtain legitimising pacts, the

reforms have undermined the model of collectiveghianing as it has emerged over the
past 40 years in Portugal. Unions and researchave llenounced the austerity
measures and amendments to labour legislationsessgiecting the ILO Convention n°

98 (Right to Organize and Collective Bargain)ig?

Faced with all these trends union responses haea beterogeneous, combining
concertation and mobiliztion. Industrial action pttee last four years thereby took on a
new pattern, concentrating mobilization around ificent, sometimes united and

sometimes not, sectoral and general strike effétsa result of the 5 general strikes
and many broadly participated waves of work stoppag public transport, education
and public administration, strike incidence andipgration returned to the levels of the
last pre-Memorandum years. Furthermore, trade wgnibave been involved in

organizing mass protest action, although their ciéypdor mobilization was surpassed

on various occasions by more spontaneous demaossaif protest.

The main objective of this report then is to analfise effects of the measures enacted
under the economic adjustment programme upon thardigs of industrial relations in
Portugal. The content of the report is organizefbfisws: Firstly, a general overview
is offered of the Memorandum of Understanding sigoe 17 May 2011. Secondly,
there is a detailed analysis of the measures adi@rtd enacted by the government to
comply with the requirements of the MoU in thedieif the industrial relations system.
Thirdly, the report addresses the economic andakoupacts of the austerity measures
and the amendments of labour law. Fourthly, an @gr is made to the strategies of
the social partners. Finally, the report ends surizimg some final remarks for the
debate.

130 |n spite of previous high levels of collective gaining coverage in Portugal, the spread of employe
unilateralism throughout the economy, at least witkpect to wage setting, was already a visible
consequence of the recovery from the deep econorisis of the 1980’s and subsequent restructuring.
See Stoleroff, A. (2009) "Company-level labour tielas and the industrial relations system in Patug

in Leite Viegas, J. M., H. Carreiras & A. Malamuards.), Institutions and Politics(Portugal in the
European Context, vol. I), CIES, ISCTE-IUL, LisbdPelta Editora, pp. 213-236.

131 UGT (2013)Relatério anual da negociacdo colectiva 2013GT; Palma, M. (2013pPortuguese
labour law and industrial relations during the sis.

32 valente, A. & Marques, P. (201#olicy Note. An evaluation of the social and emplegt aspects
and challenges in PortugaEconomic Governance Support Unit, European Pagiam
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1. THE ECONOMIC ADJUSTMENT PROGRAMME FOR PORTUGAL
1.1. The path to the Memorandum of Understanding

Even before the outbreak of the current globalsgyriaternational economic institutions
had been airing pessimistic assessments of thatisiuof the Portuguese economy. In
2006, in a telling example, the chief economisthaf IMF diagnosed serious trouble in
the Portuguese economy and analysed the unuswaightchallenges it faced: low
output growth, low productivity growth, high unerapiment, large fiscal and current
account deficits and the likely prospect of “coniipeg disinflation”** He concluded
with the warning that “in the absence of policy mfjes, the adjustment is likely to be
long and painful.”

According to the conventional interpretation, stawal imbalances such as those above,
increased the vulnerability of the Portuguese eoonto the crisis of 2008, which was
further aggravated by unfavourable developmentsuinlic finances and the onset of a
negative economic spiral. This caused a deter@radf confidence and rising market
pressures on Portuguese debt, accentuated by gagiveedevelopments in Euro area
sovereign bond markets. Brought down by the repeddevngrading of its credit rating
by international agencies, the country more andenmst its ability to refinance itself at
rates compatible with long-term fiscal sustain&piliAt the same time, the banking
sector, which is heavily dependent upon extermalricing, was gradually cut off from
international market funding and became increagidgipendent upon the Eurosystem

for funding™**

From a more critical point of view, diverse authdrave called into question the
orthodox approach to the crisis in Portugal, emizinag other key factors such as: (a)
the negative impacts of the asymmetric processunbfiean integration on peripheral
countries; (b) the weaknesses of the instituti@rahitecture or the Monetary Union;
and (c) the structural imbalances of the economoevth model in Portugal, associated
with an increasingly dependent and fragile insertiothe Eurozon&®

Also, it has been argued that the uncontrollablessquent rise in account deficits, at
the outbreak of the crisis in the European perigheountries, had less to do with the
public sector's debt than with the private sectdf’sThis was especially the case of
Spain for example, whose public sector had accueudila surplus before the bursting
of the housing bubble. On the other hand, althdegttugal’s public deficit had already
been labelled as profligate as early as the tuth@tentur}’’ and had already reached
the breaking point within the EMU in 2005, the dgapnge into the sovereign debt

133 Blanchard, O. (2006\djustment with the euro. the difficult case oftBgal. Massachusetts Institute
of Technology Department of Economics. Working &&peries, n® 06-04.

134 Kroger, J. (Director) (2011Jhe Economic Adjustment Programme for Portugal.ofaan Economy
Occasional Paper 69. European Commission, Dirget@aneral Economic and Financial Affairs.

135 Rodrigues, J. & Reis, J. (2012) “The Asymmetrie&oropean integration and the crisis of capitalism
in Portugal”,Competition and Changeol. 16, n° 2, July (pp 188-205); Reis, J., Rgdes, J., Santos, A.
& Teles, N. (2013) “Compreender a Crise: A econopuguguesa num quadro europeu desfavorable” in
VVAA (2013) A Anatomia da Crise: Identificar os problemas pa@nstruir as alternativasCentro de
Estudos Sociais (pp 12-70).

1% See Lapavitsas, C. (Ed.) (20sis in the Eurozoné/erso.

137 The then PSD candidate, José Manuel Barroso, baseth of his campaigning in 2002 on the
accusation that the previous Socialist governmadtléft the country “de tanga”, i.e, practicallykad.
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crisis was the outcome of the nationalization ofgie sector debt following the bailout
of the BPN.

Against this background, since 2008 Portugal hapted three different approaches to
tackle the crisis, following the direction of chasaat the level of the EU’s stratel.

In the first year of the crisis, the approach fexusn the sustainability of the financial
sector. Later, following the European Council ofcBber 2008 — at which the focus
changed from ensuring financial stability to oventag the economic crisis, in January
2009 the Portuguese government adopted the progedimitiative for investment and
employment”. The goals of this programme were tonmmte economic growth and
employment, to contribute to the modernization aanhpetitiveness of the country, to
improve the qualification of the workforce, to ipase the country’s energetic
independence and efficiency, and to contribute neirenmental sustainability and
social cohesion.

In 2010, when EU strategy changed once again, thtugiese Socialist government
finally shifted its strategy from stimulus to augite In March 2010 it approved an
adjustment programme under the mechanisms of EUWahbiudget surveillance: the
“Programa de Estabilidade e Crescimén{BEC 1). The government was then forced
to adopt additional restrictive measures in May@QREC 2) and in the 2011 budget
(PEC 3).

None of the Socialist measures succeeded in e#fsengressure of the markets. With
the downgrading of Portugal’s credit rating to BB§ the international rating agencies
and in the midst of political conflict and instatyj government bond yields
skyrocketed to unsustainable levels, leading fin&lithe sovereign debt crisis. To face
this situation the Portuguese government broke damchdecided on April 7, 2011 to
request from thd&roika the negotiation of an Economic Adjustment Programaimed
at restoring confidence, enabling the return ofébenomy to sustainable growth, and
safeguarding financial stability in Portugal, ther& area and the EU.

The agreement including the Memorandum of Undedstgnon Specific Economic

Policy Conditionality (MoU) was formally adopted dday 17, 2011, as mentioned
above, at the Eurogroup/ECOFIN meeting in Brusdeie. overarching purported goals
of the Economic Adjustment Programme were to uridegconomic growth and

macro-financial stability and to restore financiadrket confidence

The Programme foresaw action on three fronts,nggtibjectives with diverse specific
targets: putting fiscal policy on a sustainabletifog stabilisation of the financial

sector; and in-depth structural reforms to supparbrderly unwinding of external and
internal imbalances and to raise potential groviitiis involved the outlining of a very
detailed agenda of measures and benchmarks (se&)Babso, it called for a “carefully

balanced approach” to mitigate negative social otgpaof the Programme’s
implementation.

138 pedroso, P. (op.cit.,, pp. 2-4). It is worth notitgit these approaches have been implemented by
different governments. Since 2008 Portugal hastivadcentre-left governments, formed by the Sodialis
Party, and one centre-right coalition government.
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Finally, the Economic Adjustment Programme for Bgal includes a joint financing
package of €78 billion (EU/EFSM — €26 billion, Euscea/EFSF — €26 billion, IMF —
about €26 billion).

Box 6.1. Objectives of Portugal's Memorandum of Und  erstanding

Putting fiscal policy on a sustainable footing. The fiscal consolidation strategy aims at
setting the debt-to-GDP ratio on a downward path from 2013 onwards. It draws on a broad-
based mix of revenue-raising and expenditure-reducing measures, with priority given to
expenditure in line with the need to reduce the public sector's large claim on resources.
Flanking structural-fiscal measures include a stronger budgetary framework (including
monitoring and reporting), more efficient administrative structures and containment of fiscal risks
from the wider government perimeter (notably from SOEs and PPPs).

Stabilisation of the financial sector. Banking sector vulnerabilities need to be addressed
immediately to restore market confidence and reduce reliance on Eurosystem financing, while
at the same time ensuring that the deleveraging process is not abrupt and does not undermine
economic growth. The Programme foresees measures to strengthen banks’ liquidity and
solvency, including through higher capital adequacy ratios and a solvency support fund.
Additional elements are the unwinding of the BPN bank holdings and a reinforcement of the
supervisory and regulatory framework.

In-depth structural reforms to support an orderly a djustment of external and internal
imbalances and to raise potential growth. The structural reform agenda is comprehensive
and frontloaded. It addresses major obstacles to the proper functioning of factor and product
markets. The measures include a reform of the labour market, reinforcement of competition, a
review of the judicial system, housing and rental market reform, liberalisation in services sector
and network industries, reducing the administrative burden on companies, scaling down the
direct involvement of government in the economy, strengthening human capital via further
reform of the education system. Moreover, the scope for a budgetary neutral reduction in social
contributions (a ‘fiscal devaluation’) will be considered.

Source: Kroger, J. (Director) (2011The Economic Adjustment Programme for Portugal.
European EconomyDccasional Paper 69. EU (p.16).

1.2. A key target of the MoU: fostering greater fl&ibility in labour market
institutions

International institutions have typically placed rldgal amongst the countries of
Europe with more protective labour systems. Prothe MoU launched in 2011, the
country was ranked by the OECD at the top withie BEuropean Union in terms of
strictness and rigidity of labour regulation, intepof it having registered the greatest
decline in legal employment protection since 2603\o surprise, then, that fostering
increased flexibility in the labour market was arfehe key objectives included in the
Memorandum of Understanding. In fact, together \aitisterity, it can be thought of as
the orienting principle of most of the targetstw Memorandum?®

The main critical points or “rigidities” of Portugee labour law before the reforms
launched under the MoU, according to the orthodeewy were: (a) excessive
employment protection of permanent contracts; @)egous employment benefits; (c)

139 Venn, D. (2009): Legislation, collective bargaining and enforcemetipdating the OECD
employment protection indicator® ECD Social, Employment and Migration Working Bep89. The
OECD employment protection indicators are compilemm various items quantifying the costs and
procedures involved in dismissing individuals oouss of workers or hiring workers on fixed-term or
temporary work agency contracts.

190 Even the goals with respect to the housing mamder to the fostering of labour mobility as their
target!
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rigid working-time arrangements; and (d) a wageghiing system that was not
capable of keeping wage growth aligned with develepts in productivity and external
competitiveness.

In this regard, the MoU established four main gaalthe areas of the labour market,
employment law and industrial relations: (a) to uesl the costs associated with
employment contracts; (b) to tackle key pointshaf kegal system either by introducing
flexibility or by increasing the flexibility of s@mes that are already in place; (c) to
relaunch collective bargaining and collective agreets under a new framework; and
(d) to implement active labour policies and, inttbantext, to promote the employment
of specific groups like the youth and the long-tenmemployed.

The specific objectives to be implemented throwffour market reforms are identified
as** (a) revision of the unemployment insurance systeneduce the risk of long-term
unemployment while strengthening social safety ;né§ reform of employment
protection legislation to tackle labour market segtation; (c) fostering job creation;
(d) easing the transition of workers across ocdapst firms and sectors; (e) easing
working time arrangements to contain employmerttélations over the cycle; (f) better
accommodation of differences in work patterns axgectors and firms and enhancing
firms’ competitiveness; (g) promotion of labour taevelopments in line with job
creation and enhanced competitiveness; and (hyiegsgood practices and appropriate
resources to ALMPs (employability of the young amidadvantaged categories of
people; tackling labour market mismatches).

In addition, another objective was to address eschool leaving and to improve the
quality of secondary education and vocational etimicand training for more efficient
access to the labour market.

Finally, for each of the above specific objectiviie MoU requires a set of measures,
including major changes to the Portuguese industrial relagi@ystenaimed to foster
the so called “coordinated decentralized bargaini(@ the definition of criteria for the
extension of collective agreements, including thpresentativeness of the negotiating
organisations (to be assessed by “both quantitatidequalitative” indicators) and the
consideration of how the extension will affect tteempetitive position of non-affiliated
firms; (b) further reduction of the length of conied application of collective
agreements that have expired and not been rendwjed; further decentralisation of
bargaining in favour of company-level bargainingl) (allowing works councils
(Comissbes de Trabalhadojeso negotiate functional and geographical mobility
conditions and working-time arrangements; (e) lomgethe company size threshold, so
that works councils can conclude agreements in emmep with less than 250
employees; and (f) the inclusion in sectoral caiec agreements of the conditions
under which works councils would be able to coneluwbmpany-level agreements
without the involvement of trade unians

141 For a detailed andlisis of the terms of the Molhis fields, see: Torres, R. (Director) and Mai,

(Coordinator) (2013)Tackling the job crisis in PortugalLO; Rosério, M. (2013)Portuguese labour
law and industrial relations during the crisifLO; Clauwaert, S.; and Schomann, I. (20IB)e crisis
and national labour law reforms: a mapping exerciSeuntry report: PortugalETUI.
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1.3. The implementation of the MoU

An in-depth study of the application of the MoUthe last three years would largely
exceed the objectives and length of this reporveibeless, it is worth noting some
issues on this topic.

On the one hand, this process has actively soegitirhation through the involvement
of the social partners since the beginning, althoufe largest trade union
confederation, th&eneral Confederation of Portuguese Work@e&TP), has never
accepted entering the game.

The MoU proposals relied significantly on tripaetitAgreements signed by the
Government, the minority trade union confederattbeGeneral Union of the Workers
(UGT) and theConfederation of Industry{CIP), the Confederation of Portuguese
Commerce (CCP), the Confederation of Portuguese Farmer€CAP) and the
Confederation of Portuguese Tourig@PT). The first agreement was reached before
the signing of MoU on March 22, 201¥ This initial agreement established between
the Socialist government, the employers’ confed@natand the UGT, includes a set of
commitments with regard to three lines of actiomonpoting competitiveness; the
reorganization and improvement of active employnpaiicies; and minor changes in
the regulatory framework of labour relations. Like®y subsequent changes to the
national legislation drew from a subsequent tripgAgreement passed on January 18,
20121 As noted above, only the CGTP union confederatiefused to sign these
agreements, its justification being that the measwonstituted a radical step back in
workers’ rights that is usually referred to in itiscourse as a “civilizational
regression™”,

On the other hand, it can be said that most ohtbasures proposed in the MoU have
been implemented at national level in several stagkhough with some differences
regarding the various specific objectiVé3By way of example, a brief overview of the
key structural reforms undertaken can be founddr &.2.

Box 6.2. Key Structural Reforms undertaken under Po  rtugal economic adjustment
programme, by area: 2011-2013

Area Structural reform

Labour Market » Key labour code changes to improve flexibility, reduce
segmentation and increase incentives to work
» Implementation of strategic plan to fight youth unemployment

Education e Comprehensive reform of pre-university education system to
increase school autonomy and accountability
» Vocational training reforms to enhance labour market mat

Housing Market * New urban lease law to increase access to rental housing and
improve labour mobility
* New incentives for renovations

Energy markets e Liberalisation of electricity and gas markets
» Several wide-ranging reform packages aimed at reducing
excessive rents and cutting the electricity tariff debt

142 Acordo Tripartido para a Competitividade e Emprego

143 Compromisso para o Crescimento, Competividade er&gop

144 Palma, M. (op.cit.). For an analysis of the abpartners’ strategies, see section 4 of thisntepo

195 A follow up of the process of implementation cam found in the eleven reviews reports, from
September 2011 to April 2014.
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Transport sector * Modernization of regulatory framework, including creation of
AMT

« Reform package in ports sector to reduce end user costs,
including new port labour law and elimination of port use fees

» Various cost-saving and liberalisation measures in railways
sector

Energy markets » Liberalisation of electricity and gas markets
e Several wide-ranging reform packages aimed at reducing
excessive rents and cutting the electricity tariff debt

Transport sector e Modernization of regulatory framework, including creation of
AMT

» Reform package in ports sector to reduce end user costs,
including new port labour law and elimination of port use fees

e Various cost-saving and liberalisation measures in railways

sector
Telecoms & postal | « Liberalisation and opening up to competition of telecoms and
sector postal sectors, including privatization of postal services company

» Strengthening of regulatory framework for telecoms sector

Business environment » Simplification of licensing procedures for businesses, moving to
a zero authorisation approach

« Establishment of Single Point of Contact for entrepreneurs

* Introduction of "one-in/fone-out" rule for burdensome new
regulations

» Compilation of inventory and cost analysis of regulations

Services & Regulated | « Sector-specific amendments to liberalise a wide range of legal

professions regimes governing the services sector

 Framework law and new by-laws (in progress) to remove
unjustified barriers to entry in key regulated professions

Source: European Commission. Portugal Programmesasgent (15 May 2014)
1.4. Public Sector: Austerity applied to public sevants

The Memorandum included explicit measures for mubéctor employment aiming to
“Ensure that the aggregate public sector wageabilh share of GDP decreases in 2012
and 2013” through:

- The limitation of staff admissions in public adnsimation “to achieve annual
decreases in 2012-2014 of 1% per year in the staféntral administration and 2%
in local and regional administration”;

- A wage freeze “in the government sector in nomieains in 2012 and 2013 and
constrain promotions”;

- A reduction in “the overall budgetary cost of hbalbenefits schemes for
government employees schemes ... lowering the empdoymntribution and
adjusting the scope of health benefits...”

- A reduction in management positions and adminiggatnits “by at least 15% in
the central administration.”

For 2013 the Memorandum stipulated further cuts dentral administration,
rationalization in education and the school netwankl, in relation to the wage bill,
“annual decreases of 1% per year in headcountemtfal administration and 2% in
local and regional administrations”.

The section on measures for Human Resources iRubkc administration presents the
benchmark: “Prepare a comprehensive plan to prorfiexbility, adaptability and
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mobility of human resources across the administnatincluding by providing training
where appropriate.” This is followed by the specifoals to reduce personnel at all
levels.

Against this background, the government implemeat@dckage of measures aimed at
reducing labour costs and social rights of civifvaats, a process that has been
characterized as a huge “transfer of (public) labowcome to capital”, which
included**® (a) a freeze of public servants wages and salaebs careers; (b) a
reduction in payment for over-time work by 50%; @ts in nominal wages and
salaries (initially 3.5 — 10%, now 3.5 — 12.5%)) ¢édspension of holiday and Christmas
payments (13th and 14th months); (e) an increaseiking time (from 35 to 40 hours
weekly) without any compensation; (f) a reductidrttee work force through lay-offs,
premature retirement, voluntary contract rescissi{@) placement of redundant
employees in reserve pool for special mobility/@dication with incremental decrease
in salary until dismissal if not re-assigned; (htscin pension rights and pension
reductions equivalent to rates of cuts in emplaadaries; and (i) increases in employee
contribution (deductions) for state health plan @¥).

2. THE LABOUR MARKET REFORMS IN PORTUGAL (2011-2013)

Since 2003, the dominant tendency among OECD desntias been for no change in
the regulation of employment protection. However,namber of countries have
reformed employment protection, most notably Patug/here wide-ranging changes
enacted between 2003 and 2009 reduced the ovefkibility of regulation on
permanent and temporary contracts and collectismigsals’

The Memorandum of Understanding signed on May 1¥l12proposed a set of
measures aimed at fostering a higher degree oibflx within the labour market.
Most of these measures were implemented eitheughrahanges to the Labour Code
or through specific acts. The intensely controangform of the Labour Code in 2012
deserves special mentioff.

On the one hand, this new reform of the Labour Guakebeen praised by the European
institutions and international organizations likE@CD with the argument that — along
with other legal changes introduced in this periodt has “brought employment
protection for regular standard contracts in Patugoser to the OECD average and
should help address labour market segmentatiorsapypbort productivity growth’#®,

On the other hand, from a critical point of viewelise authors have called into
question this process, without precedents in thentehistory of the country, of radical

austerity translated into labour legislation. Ie thords of the authors of a crucial report
published by th&€entro de Estudos Sociaiever before, has such a profound social

%% Rosa, E (2014) “A transferéncia de rendimentosraloalho (funcgéo publica) para o capital: contexto,
instrumentos utilizados e estimativa dos rendineni@ansferidos”, presentation at conferende *“
transferéncia de rendimentos do trabalho para oitedipcontexto dimensdes e problerfiadune 19,
2014, Auditério do STEC, Lisbon.; Stoleroff, A.0E3) “Employment relations and unions in public
administration in Portugal and Spain: From reform austerity”, European Journal of Industrial
Relations 19 (4), 309-323.

147yenn, D. (op.cit).

198 ej n.° 23/2012 de 25 de junho.

199 OECD (2013)Portugal: reforming the state to promote grow®ECD “Better policies” series (p. 34).
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regression, such an enormous transfer of income finrkers to employers, been
carried out all at once, from one day to the otluer,the basis of legislation, and
achieved mainly at the expense of the devaluatiowark and increasing working
time.”lso

The major labour reforms introduced in Portugalwesn 2011 and 2013 mainly
affected five areas: unemployment benefits, emplymprotection, working time
arrangements, collective bargaining and socialodia¢, and minimum wages (Box
6.3).

Box 6.3. Main changes of labour legislation in Pougal, by area: 2011-2013

Area Legal Changes

Unemployment benefits | «  Reduction in the maximum limit of unemployment benefit from
€1,257.66 to €1,048.05,97 with a reduction of 10 per cent after
six months of unemployment. In addition, a reduction in the
maximum length of time the benefit can be paid (from 900 to 540
days; or 30 months to 18 months) with a view to dis-incentivizing
the permanence of workers in a situation of unemployment
(Decree-Law 64/2012).

e« Decrease in the necessary contributory period to access
unemployment benefits from 450 to 360 days (or from 15 to 12
months) (Ibid.).

» Temporary increase (10 per cent) in the unemployment benefit
in the case of jobless households where both members of the
couple are not working and have children; and correspondingly
in single-parent households where the single parent is
unemployed and does not benefit from a subsistence pension
(Ibid.).

e Extension of the unemployment insurance to clearly-defined
categories of “dependent” self-employed workers, working
mainly with one contractor, on certain conditions (Decree-Law
65/2012)

Area Legal Changes

Employment protection » Equalisation of the severance payment regime of open-ended
contracts with that of fixed-term contracts, and alignment of the
amounts of severance payment to those of other EU countries
(Law 53/2011; Law 23/2012 and Law 69/2013). Law 70/2013
established a fund responsible for the payment of a part of the
severance payment in case of a dismissal.

* Introduction of new and less restrictive definitions for a fair
dismissal for open-ended contracts, linked particularly to the
extinction of a work position and also to the unsuitability of the
worker, although for the latter the impact of the changes in
practice may not be major (Law 23/2012). In order to avoid
increased unemployment during the present crisis, a possibility
was introduced to extend fixed-term contracts beyond maximum
time limits or maximum number of extensions maximum twice
and up to 18 months in total (Law 23/2012).

* Introduction of a procedure concerning the enforcement of the
Labour Code’s (2009) stipulations about “presumed employment
contract” in the case of misuse of service provider contracts in
an employment relationship (Law 63/2013).

Working time » Introduction of changes into working hours through permitting

130 eite, J., Costa, H., Carvalho da Silva. M. & Remle Almeida, J. (2013) “Austeridade, reformas
laborais e desvalorizagéo do trabalho”, in VVAA 12DA Anatomia da Crise: Identificar os problemas
para construir as alternativas. Centro de Estudosi&is (p. 117).
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arrangements the adoption of a “time bank” (for individuals and groups),
negotiated at the plant level (Law 23/2012).

» Reduction by 50 per cent of both the minimum additional pay for
overtime work and of compensatory time-off for overtime work
(Ibid.).

» Revision of provisions concerning layoffs in case of industrial
crisis.

» Cuts in paid holiday entitlements and the abolition of four public
holidays (Law 23/2012).

Collective bargaining e Introduction of criteria for the administrative extension of

and social dialogue collective agreements, leading to significantly fewer extensions
(Resolution No. 90/2012 by Council of Ministers).

* Introduction of “organized decentralization” of collective
bargaining (Law 23/2012).

» Creation of the Labour Relations Centre (Centro das Relacdes
Laborais), intended to provide information and technical
assistance to the parties involved in collective bargaining
(Decree-Law No. 189/2012)

Minimum wages e Tying minimum wages to competitiveness and productivity, and
subjecting any increases to an agreement in connection with a
programme review.

» Freezing the minimum wage at €485 per month since January
2011.

Sources: Torres and Malo (op.cit., pp 77-79); Rosét. (op.cit., 9-11).
2.1. Legal reforms of the collective bargaining sysm

Portuguese legislation on collective bargainingwadl for three types of agreements in
the private sector: (a) branch agreeme@isnratos Colectivos de TrabalhGCTs) at
national, regional or local level, signed by emglsy associations, and one or more
union organisations; (b) agreements for groupsoohpanies Acordos Colectivos de
Trabalhg ACTS) signed by an employers’ association or a graucompanies and one
or more union organisations; and (c) single-empl@ggeementsAcordos de empresa,
AEs) signed by one company and one or more uniganisations>* All these types of
labour agreements, however, until very recentlyrewstrictly the purview of trade
unions and employers as Portuguese labour legslaiefore the outbreak of the crisis
granted exclusive competence to reach collectiveeagents, at all levels, on behalf of
employees to the trade unions, although, thereirateed some atypical collective
agreements signed at plant level between emplayetsheir workers’ councifs?

Collective bargaining has taken place predominaatlyhe branch or multi-employer
levels. Furthermore extensive use has traditionaflgn made of the administrative
extension of such collective bargaining agreeméptstaria de extensdwmr PE),

despite the general affiliation principle that thagply only to the worker and employer
members of the trade union or of the employersd@asion that signed the agreement,
such that, in practice, their conditions apply tm+affiliated workers and employers. In

31 On the main characteristics of the Portuguesescidlle bargaining system, see, inter alia, Palma
(op.cit.); Fulton, L. (2013Worker representation in Europe. Country profileoriuigal. ETUI, available

at http://www.worker-participation.eu/National-Irgttial-Relations/Countries/Portugal/Collective-
Bargaining (accessed on July 21, 2014); Naumaniet BRl. (2012)Collectively agreed wages increases
in Portugal avalaible at http://hiva.kuleuven.be/nl/extra/CRAphp (accessed on July 4, 2014); Costa,
H. (2012) “From Europe as a model to Europe asesitist the impact of the crisis on Portuguese trade
unions”, Transferl18 (4), pp 397-410.

2 The most notable case is the AutoEuropa automabiembly plant in Palmela.
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an economy dominated by small firttiswith limited capacity to engage in collective
bargaining, the focus on sectoral or multi-employmrgaining, with extension
mechanisms, was a way to ensure wide coveragereémgnts>* However, it is also
worth noting that — despite such wide collectivegaaning coverage — labour relations
were effectively quite decentralized in Portugaithwvan ample discretionary — indeed
unilateral - power on the part of employ&ts.

The year 2011 marked a turning point in the evotutf industrial relations in Portugal,
provoked by the the MoU’s requirements for changeabour legislation aimed at
fostering so-called “coordinated decentralized hemigg”. As noted above, this
objective was already included in the tripartiteresmgnent of March 2011, which
includes the commitment of the government — sumgbitty the signatories of the
agreement — to change the labour law “in ordemisuee the necessary adjustments for

the implementation of the coordinated decentrallzagjaining™>°

Two significant legal reforms were approved in 2aGb2comply with some of the
requirements of the MoU on collective bargaining.

Firstly, the revision of the Labour Code throughmM_23/20012 provided for, among
other things, a decentralization of collective laangg through trade union derogation
of its role to workers’ councils. Specifically, iate 491.3 stipulates that workers’
councils may negotiate at plant level in firms wigh minimum number of 150
employees — the previous threshold before the mefeas 250 — though this must be
authorized by the trade unions. Also, the reforwotas the possibility for sectoral
collective agreements to include conditions undéictv firm-level agreements can
deviate from the sector-level agreements.

Secondly, a new regulation was adopted tighteregctriteria and procedures for the
extension of collective agreementRegolution 90/209)2°" According to the new
criteria, in order for the extension to be grantée, firms for which extension is sought
must represent at least half the workers in the@dirageographical area, professional
category or type of company. The Resolution furtates that the requirements are not
applicable when the extension request excluded smaélmedium-sized enterprises.

Additionally, it is worth noting the legislation’gprovisions for the creation of the
Labour Relations CentreCéntro das Relaces Laboraifs® This is a tripartite body,
consisting of the government and the social pastnetended to provide information
and technical assistance to the parties involvembliective bargaining.

1% The majority of Portuguese companies — around 9%%&-micro-size companies, with less than 10
workers.

134 Until 2008, around 75 per cent of workers in thizgte sector were covered by collective agreements
— either directly or indirectly through extensiamamgements.

155 See Stoleroff, A. (2009), "Company-level laboutatiens and the industrial relations system in
Portugal", in Leite Viegas, J. M., Carreiras, H.Adrés Malamud (orgs.), Institutions and Politics,
(Portugal in the European Context, vol. 1), Lisba@@elta Editora, pp. 213-236Rodriguez and Reis
(op.cit., p. 201).

16 Acordo Tripartido para a Competitividade e Emprégo23).

157 Resolugéio do Conselho de Ministros 90/2012.

%8 Decreto-Lei n.° 189/2012 de 22 de agosto
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Against this background, the officers in charge safccessive reviews of the

implementation the Economic adjustment programmee ftmnsidered that, in general

terms, the measures and legal changes introduc#telyortuguese government are in
line with the requirements of the MoU. Nevertheldbgy also observed that some of
the measures proposed in the programme have ndiegst applied in practice, and

therefore further measures are necessary to méleetoge bargaining more dynamic.

More specifically, it is noted in the Eleventh Assment (April 2014) that “the
authorities are considering policy options, whichil include the revision of the
expiration and survival of collective agreements or case this option is not
implementable, the introduction of the possibilitya mutually agreed and temporary
suspension of collective agreements when a firfacsng economic difficulties. In
addition, the authorities are studying ways todpsbllective agreements, in dialogue
with social partners, with a view to specifying reei@s concerning the current criterion
for the extension of collective agreements takimg iaccount the representativeness of
SMEs in the various sectors. Any policy option relgag the current extension
mechanism will need to maintain an effective framngifor wage decentralisation in
line with the objectives of the MoU?>

In line with these positions, other internationajanizations are advocating further
flexibility and decentralization of collective baiging in Portugal. As an example, a
recent OECD report has pointed out that abolishaagninistrative extension of

collective agreements beyond cases in which compaacount for less than 50% of
employment in a given sector is essential to prenfioin-level bargaining and restore
competitiveness in the count}s’

These proposals are however quite far from recgiwinanimous support. From a
critical point of view, different authors and irigtions have remarked that the
implemented reforms and measures have had devasteffiects on the dynamic of
industrial relations and collective bargaining iorfegal®*

According to this view, the main negative implicets of the enacted reforms have
been: (a) the loss of autonomy of the social pasinagbove all of the trade unions,
because many of the measures enacted by the gosetrimave been implemented
without consultatiort®® (b) a greater tension in the relation betweenstiwal partners,
provoked by the unbalanced approach of the refdmmsch more favourable to the
employers’ side); and (c) a huge decline and psialgf collective bargaining, as a
result of the decrease of the number of collectigeeements but also the freezing of
extension decisions, which has led to a dramatiarf the share of workers covered by
collective agreement§®

%9 Kroger, J. (Director) (2014)he Economic Adjustment Programme for Portugal ofean Economy
Eleventh ReviewOccasional Paper 191. European Commission, Diraet General Economic and
Financial Affairs (p. 41).

%0 OECD (op.cit., p. 6).

161 See Costa (op.cit.); Pedroso, P. (op.cit.); Leital (op.cit.); Campos, M. (2013) “Portugal. Impat
the crisis on industrial relations”, EIROnling 18/6/2013 (available at
http://www.eurofound.europa.eu/eiro/studies/tn13@KIpt1301019qg.htm, access on 4 July 2014). The
positions of the social Partners are analyzeddtiagefour of this report.

182 For example, the Council of Ministers’ Resolutigmiting the administrative extension of collective
agreements, which undermines gravelly collectivgiaing.

183 For available data, see section 3 of this report.
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The consequences for industrial relations have lsegoronounced that some critics —
as well as some trade unions and civil organizatienhave denounced the labour
reforms enacted in Portugal under the Economic sadjent programme as
disrespecting the ILO Convention 98 (Right to Oiganand Collective Bargaining
Convention):®*

2.2. Constitutional Court’s ruling on the revisionof Labour Code of 2012

On July 12, 2012, a group of 24 members of theugodse Parliament submitted a
petition to the Constitutional Court, solicitingtd rule on the “constitutionality” of the
amendments to the Labour Code introduced by La®@2. According to the petition,
these amendments “did not meet the constitutiongbgses, violating several of its
principles and rules, including, among others, pmmciple of human dignity, the
principle of the right to work and work stabilityhe principle of reconciliation of
professional life and family life, the principle dfeedom of association, and the
principle of collective autonomy*°

The Court delivered its ruling on September 20,32@he year after the law had come
into force’®® The judgment pronounced as unconstitutional variaticles of the
amendment&®’

Firstly, it objected to the new provisions defininge “conditions for objective
individual dismissals related to the extinction afjob”, because they violated the
“prohibition of dismissals without just cause” eriskd in article 53 of the Constitution.

Secondly, the Court considered as unconstituticth@ new provision allowing

dismissal “when the employer can demonstrate obsees of relevant non-
discriminatory criteria vis-a-vis the motives urnglgrg the extinction of the job”. The

court decided this paragraph ignored the contitali ruling requiring the employer to
offer the worker a compatible job when one was lak& in the company. The court
concluded that this was clearly contrary to theolpbition of dismissal without just

cause’ included in article 53 of the Constitution”.

Thirdly, the court also questioned the provisiohshe law that would have permitted
individual dismissals on the basis of “failure thagt”. This would have allowed for the
dismissal of workers considered to be unable toptada changing job skills or
requirements. The new law did not require that éhgloyer offer a compatible job
before dismissing the worker when one is availabline company. The Constitutional
Court ruled that this condition must be part of ldgal framework.

Finally, the Court also looked at the amendmengsnaing collective bargaining. On
the one hand, it ruled (a) the new paragraphs 2aonde unconstitutional, considering
that the Labour Code could not affect agreementsampensatory rest for overtime
and increases of annual vacation days; and (bppgyh 5 to be unconstitutional, since

%4 valente and Marques (op.cit.).

1% Quoted in Campos, M. (2013) “Court Rules some aiigt measures to be unconstitutional”,
EIROnling 12/11/2013 (availaible at
http://www.eurofound.europa.eu/eiro/2013/10/argf¢1310019i.htm, access on 9 July 2014).

186 Judgment n.° 602/2013.

167 Campos (November 2013, op.cit., pp 2-4.
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it imposed reduction of the relevant provisionscofiective agreements even after the
temporary period expires.

On the other hand, the Court upheld the constitatity of two other paragraphs of
article 7 that the petitioners had objected to:p@gagraph 1, which says the provisions
of collective agreements concluded before the entgy force of this law are null and
void when they provide for severance pay for coiNecdismissals or termination of
employment higher than the provisions of the Lalfoade; and (b) paragraph 4, which
refers to provisions for overtime payment and payier normal work on holidays or
compensatory rest for that work. These payment® webstantially reduced by the
Labour Code, in line with Troika Memorandum regments.

3. EFFECTS OF THE CRISIS AND OF THE MEASURES ADOPTED UNDER
THE ECONOMIC ADJUSTMENT PROGRAMME

The aim of this section is to give a general ov@mof some of the main impacts of the
crisis and of the measures enacted in Portughleraist years, addressing the following
issues: (a) economic activity; (b) labour marked; €ollective bargaining; (d) wages;

and (e) inequality and poverty.

3.1. Strong recessionary impact in the short run and frgile signs of economic
recovery

The evolution of economic activity in Portugal beem 2008 and 2013 as measured by
the real gross domestic product (GDP) growth ratefbllowed a pattern in the form of
a “W”, a similar trend to that in most European mies, although with a more intense
decline since 2011. At the end of this period theas a slight moderation of this trend,
however, the contraction of economic activity irrtegal continued to be more marked
than in the Euro Area (Figure 6.1).

Figure 6.1. Real GDP growth rates (volume) in EU, &0 area and Portugal. 2008-2013
(Percentage change on previous year)
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There is a broad consensus with regard to the dhwortnegative impact of the

implemented austerity measures on effective agtgedmmand, leading to the double
dip recession registered at the end of 288 However, the interpretation of the slight
signals of recovery registered in the second halR@l3 is subject to an ongoing
controversy regarding its sustainability.

In May 2014, the EC pointed out that Portugal’s recoic recovery seems to be
becoming progressively more balanced and drivendtayestic -, and that further

improvements in competitiveness through the implaateon of structural reforms

could help export growth and sustain the correabibexternal imbalances. The EC also
remarked that “the main downside risks remain lthk@ the ongoing deleveraging and
fiscal consolidation processe¥®

In a similar way, the projections of the Portuguésstitutions point to a gradual
recovery of economic activity over the horizon, lwé sustained recovery in domestic
demand and robust developments in expbiis.

From a critical perspective, the strategy of bewsthe transition to an export-oriented
growth model as a real and sustainable alternéditiee decreasing internal demand has
been called into question for two reasons. Firdtgcause this kind of strategy is always
exposed to the economic situation of the majoretqaatners; in this regard, even if the
market share of Portuguese products increase rigie is affecting almost all its trade
partners and especially Spain, its largest suctm@dr* Secondly, because mage-led
economiedoosting exports via wage devaluation can neverpemsate for the fall in
domestic demand. Internal wage devaluation driyethb governments, in addition to
being socially painful, has proven to be ineffegtin economic terms, as it reduces the
growth capacity of the economy in sectors unrelatedxport activity, which are the
vastly the most significant in terms of employment.

3.2. A dramatic deterioration of labour market situation

The crisis has had a dramatic impact on the labmarket in Portugal. It's most visible

result has been, in the first place, an intens&ud®n of employment: between 2008
and 2013, there has been a net balance on 82Zatibjabs lost, with an annual rate of
change for the total period of -12,8% (four timies EU average)’?

The labour market has not improved since the lauottihe financial assistance
programme in 2011. On the contrary, the trend bflgss intensified over the past two
years, showing some signs of abating only at tlieoéthe period (figure 6.2).

188 A double-dip recession refers to a recession Vi@l by a short-lived recovery, followed by another
recession. This has even been recognized by differghors and international institutions, incluglike
IMF. See for example IMF (2012)orld Economic Outlook. October 2Q1Qoping with high debt and
sluggish growthIMF. ILO(2012)Global Employment Trends 2012. Preventing a depyecrisis ILO.

189 EC (2014)Spring 2014 European Economic Forec#st5/2014). According to this forecast, Real
GDP in Portugal is projected to grow by 1,2% in 2@hd further accelerate to 1,5% in 2015.

170 Bank of Portugal (2014) “Projections for the Pgrtase Economy: 2014-2016” 'conomic Bulletin
April 2014 (pp 45-49).

"1 pedroso, P. (op.cit.); Costa et al (op.cit.).

172 5ource: Eurostat, annual data (population 15-64).
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In this regard, there is a broad consensus regattiem negative impact of the enacted
austerity measures on the employment situation taltiee above mentioned impact on
the economic activity of the private sector and éffects of the budgetary cuts in the
public employment.

Figure 6.2. Employment growth rates in EU, Euro Ar@ and Portugal. 2008-2013
(Percentage change on previous year)
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The consequence of this process has been a profirtedoration of the main labour
market indicators by the end of the period (TablB.6Thus, the employment rate has
declined by around 7 percentage points since tlte an2008. This represents the
largest decline in employment rates in the EU,raiteeece and Spain. In comparison,
employment rates in the EU decreased by an avefay® percentage points over the
period 2008-2013.

Table 6.1. Activity, employment and unemployment rges in Portugal. 2008-2013 (%)

Rate | 2008 2009 2010 2011 2012 2013] Dif 13 s/08 |Dif 13 s/11
Activity 742 737 74 741 739 736 -0,6 -0,5
Employment 68,2 66,3 656 64,2 618 61,1 71 3.1
Unemployment 8,1 10 114 134 16,4 17 8,9 3,6

Source: Eurostat (annual data, population 15-64).

The fall in employment has translated into incnegsinemployment, which reached a
total of 873 thousand people in 2013. As a reghk, unemployment rate reached a
historical peak of 17%. Related to this, anothem&nt of concern is the continuous
increase in long-term unemployment — correspondlinthe percentage of jobseekers
that have been without work for over one year a tate of 57,8% in the last quarter of
2014.

In addition to long-term unemployment, the risdaifour market inactivity represents
an even more serious long-term challenge. Althatnghincrease in the inactivity rate
has not been dramatic, there has been a signifetzange in the composition of the
pool of inactive workers. In particular, during teeme period, the number of inactive
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people not willing to work declined, while by coa$t the number of so-called
discouraged workers significantly increaséd.

Finally, it is worth noting that the labour crisialthough generalized, has not had a
uniform impact upon the working population, as ygyeople with the lowest levels of
skills have been disproportionately affected.

3.3. A sharp decline of collective bargaining, higér level of decentralization,
plummeting share of workers covered by collective gteements and a freeze of
social dialogue in public sector

While the current crisis has provoked substantl@nge in industrial relations in
general, the situation of private sector collectvaegaining in particular in Portugal has
noticeably worsened, especially since 2011. Acagrdo the available data, four key
trends can be highlighted (Table 6.2).

Table 6.2. Number of collective agreements by typextension ordinaries and workers
covered by collective agreements in Portugal: 2008313.

2008 2009 2010 2011 2012 2013
Agreements 295 251 230 170 85 94
Branch agreements 173 142 141 93 36 27
Multi-employer agreements 27 22 25 22 10 19
Company agreements 95 87 64 55 39 48
Administrative extensions 137 102 116 17 12 9
Workers covered 1.894.788 1.397.335 1.407.066 1.236.919 327.662 242.239

Source: UGT, Relatério anual da negociagéo cole@ia 3.

Since 2008 theumber of collective agreements has continuoustyiresl, but with a
drastic fall in 2012 when only 85 agreements wdfieialised — and 94 in 2013 - in
sharp contrast with the 295 agreements reache@(8. 2

Along the same line, there has beeradical fall in the number of extension decisions
of collective agreementfrom 137 in 2008 to 19 in 2013.

One worrying consequence of these two trends isttieashareof workers covered by
collective agreements has plummetedits lowest level in the history of Portuguese
democracy.

Finally, it is worth notinghe change in the predominant type of collective ages@m
The traditionally preponderant branch and profesdi@agreements (CCT and ACT),
have given way to plant-level agreements (AE). Thioe percentage of AEs over all
the agreements has significantly risen from 32%088 to 51% in 2013.

This may indicate a new tendency towards a morerdeaized and specialized level of
collective bargaining. However, the social partriersd to think that this situation also
has something to do with the negative effects & limitations imposed on the
administrative extension of collective agreememisce the limitations only affect
branch and professional level agreeméfits.

3 Torres and Malo (op.cit., pp.11-12).
14 palma (op.cit., p. 21).
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The situation of collective bargaining in the pab$iector, for its part, was almost
paralyzed due to the government policy — followM@U requirements — of freezing
and cutting down wages and careers. Worse thanhibngever, has been the freezing of
the many recently achieved collective bargainingeaments over working time
between unions and municipalities.

To sum up: the dynamic of collective bargainingPiartugal has suffered a dramatic

impact in the context of the crisis, especiallycsir2011. This can be explained as a
result of the combination of the labour market mnefe implemented by the government

and the effects of the austerity measures in thdigsector. Furthermore, the frequent

refusal of employer associations to conclude agessnat this point portends the

imminent replacement of existing collective agreetaavith new ones that are more in

line with the new labour code (the existing colileetagreements are more favourable to
workers than the regulations in the new labour f.ode

In this regard, although the government may ardna this situation is a necessary
consequence of the need to restore competitivene®e economic crisis, it can be
affrmed that a radical reconfiguration of the famy existing pattern of industrial

relations, transferring power and resources frdmua to capital, is underway®

3.4. Wage devaluation

Wages in Portugal were increasing in real termsatral higher rate than productivity
for the last decade, albeit from a low base inaherall European contekt® This was
often criticized as one of the main reasons fotR@i’s loss of competitivenes§’

Therefore, fostering wage devaluation became oneefmain goals of the austerity
policies and also a central component to the gjyaté the Troika with regard to the
evolution of wages from the time of the launchinfy tbe economic adjustment
programme.

Analysis of available data reveals, in the firshqae, a continuoudecline of nominal
collectively agreed wage increasestween 2008 and 2012, with the greatest impact in
2010 (Table 6.3).

Table 6.3. Nominal agreed wage increases in Portug2008-2013 (%)

Year Annualised
2008 3,1
2009 2,9
2010 2,4
2011 15
2012 14

Source: DGRT, Weighted average variation betweegewtbles (from: CAWIE project
database).

17> Campos (op.cit).

% n fact, real wages increased on average at a hougdr rate than wages in most of the other OECD
countries in the last decade. See, Dias, J. & Qerdd. C. (2011) “Recent trends in wages and ctile
bargaining in Portugal’Sociologia on-lingn® 2, abril 2011 (pp 345-367).

1" Blanchard, op.cit (p.4).
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More clearly, there is aharp fall of the nominal and real gross wagemeasured by
compensation per employee - tlatreasesin 2011 and 2012, although more recent
data point to a recovery in 2013 (Chart 3). A miorelepth analysis, however, can be
obtained by dividing this process into differentipds, despite the difficulties arising
from working with aggregated data (Figure 6-3).

Figure 6.3. Nominal and Real compensation per emplee increases in Portugal. 2008-
2013 @6 over the previous yeaj
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In the first period from 2008 to 2009, wages grearenthan the EU average (of around
2 to 6%), despite the consequences of the econamisis. This specific trend could be
explained by several factors but mainly by the ificgnt loss of temporary jobs that
produced a general increase of the nominal wagesge.

The scenario changed dramatically from 2010 onh &itgeneral downward trend on
wages, launched by the combination of differentdiecbut with special influence from
the effects of the enacted austerity measuresu@ima freeze of the minimum wage
and cuts in the public sector).

At the end of the period, a new rising trend carobgerved. Nevertheless, this has not
been enough to compensate for the evolution ofvdge share in the GDP, which has
continued its downward trend, to 55,8% (2.6 poiess than in 2008).

178 In the aggregate data there are not registhedlifferences between workers, which can be very
significant in terms of level of qualification, jobompany size, industrial sector, trade unionuénce
and collective bargaining systems.
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So, to sum up it can be concluded that one of thstmisible consequences of the
austerity policies implemented in Portugal has b&gnificant wage devaluation. The
main results of this process have been an impottansfer of wealth from labour to
capital, and the consolidation of a low-wage modéijch has resulted in a further
segmentation and impoverishment of the working petpn

3.4. Growing levels of inequality and poverty

Portugal has historically had one of the highegtlke of income inequality and poverty
among the European countries, although these hawl tbecreasing consistently since
the 1990s, and even in the first four years ofdheent crisis-’® However, the latest
available data seem to point to a reversion ofrigred in 2012 (Table 6.4).

Table 6.4. Indicators of poverty and inequality inPortugal: 2008-2012

Indicator | 2008 2009 2010 2011 2012
People at risk of poverty or social exclusion (18 and o ver; in %) 25 239 245 235 24,6
Gini coefficient 358 354 33,7 34,2 345

Source: EU-SILC, Eurostat, 2014

It has been argued that this change of patternbeaaxplained by the combination of
two different processes: the deepening deteriaratiothe labour market, as shown by
indicators such as rising long-term unemploymermnt ¢ growing inactivity rate, and

the impacts of austerity measures — wage devalyatotbacks related to social
protection, social services and pensions. Thiddeto a profound deterioration of the
social situation in Portugal, which is expectesvtsen in the next yeat&’

4. THE ROLE OF SOCIAL PARTNERS, INDUSTRIAL ACTION A ND SOCIAL
PROTEST

At peak association level of the Portuguese incaltystem the main actors on the side
of labour are theGeneral Confederation of Portuguese Work¢®GTP) and the
General Workers’ Union(UGT). These two confederations express ideoldgica
divisions that emerged within the labour movememttie democratic transition
following 1974 and continue to have significantipcil and practical ramification's”
The CGTP remains the largest union confederatiah\U&sT has a central position in
macro-level concertation, in large measure duéstprioximity with the political parties
of the governing block. On the side of employera imore fragmented, sector-specific
structure, with four confederations: t@®nfederation of Industr¢CIP), the Portuguese
Trade and Services Confederation (CCP),RbeugueseConfederation of Agriculture
(CAP) and thdPortugueseConfederation of Portuguese Tourig@PT).

The dynamic of social dialogue in Portugal in tlatext of the current crisis has been
labelled a two-way game of boxing and dancing, iramdpetween the poles of labour
protest and participation, that is, the mobilisatior general strikes and the negotiation

19 pedros, P. (op.cit., p. 19).,

180 See for example: Oxfam (2013)he true cost of austerity and inequality. Portu@dse Study
Oxfam; Pedroso, P. (op.cit.); Torres and Malo (ibp);0/alente and Marques (op.cit.).

181 gSeveral dozen purportedly independent unions menmitside the orbit of these recognised
confederations, some of which participate formallthin the Union of Independent Trade UniofidSl),
and do not have direct representation in concertati

167



and signing of social pact& This tension can be explained by the differentrapghes

of the labour confederations to the implementatbthe austerity measures as well as
the relations among the social partners and thergovent. Thus, on the one hand,
although they voice the particular needs of theéasedhey represent, the employers’
associations clearly indicated a greater readitesscept austerity, that is, insofar as
they see opportunities to promote their traditiopasitions and outstanding demands,
especially with regard to labour market issues. tha other hand, the employers’

positions positions have sporadically diverged frima government and the Troika,

particularly to the extent that they see austemtyan obstacle to economic recovery
through its restriction upon demand.

On the union side, a fundamental divide exists h&webetween the two
confederations: CGTP has showed an all-out opposit the MoU’s terms and goals,
pointing to the need for an immediate renegotiatibthe debt, the interested payments
and deadlines, in order to avoid further recessiamsl an increased risk of
unemployment and poverty. For its part, the UGT lleen more cautious and accepting
of the memorandum’s requirements, stressing theoitapce of respecting the
commitments with the Troika, in order to be ablerémegotiate the extension of
deadlines and interests.

Three social pacts were signed between the respegtvernments, UGT and the
employers’ confederation between 2008 and 2012pfathem facilitating structural
adjustments in fundamental issues on social andlogment regulations: (a) the
Tripartite agreement for a new system of regulanbmdustrial relations, employment
policy and social protectiorsigned on 25 June 2008, which set up the basishtor
revision of the labour code entering into forc009; (b) theTripartite Agreement for
Competitiveness and Employmesigned on 23 March 2011, which favoured the
decentralisation of the collective bargaining anpany-level and defined the reduction
of severance pay and the creation of a fund tan@ieat; and (c). th&€ompromise on
Growth, Competitiveness and Employnms&ghed on 18 January 2012, which was a step
forward in the implementation of the MoU and itsrooitments were mostly integrated
in the revised Labour Code of 2012.

This process of social dialogue has been accomghamigarallel by an increasing level
of industrial action and social unrest. Industradtion escalated since 2010, and
compared with the last decades far more generakaaibral strikes have taken place.
Furthermore, there has been also a rising of tresmeotests organized by trade unions
and/or the civil society (see box four for a brgécture of this phenomenofif

While the UGT'’s position has fluctuated betweenigated compliance and defensive
criticism, at once hardening its position and tlemceding, ranging in its action
between participation in protest action, such asegd and sectoral strikes, and the
signing of social agreements, the CGTP has congigtplayed a leading role in the
opposition to the MoU, expressing its intransigeefection of the adjustment

182 Campos, M., and Martin, A. (2011) “Crisis and #adnions challenges in Portugal and Spain:
between general strikes and social padtsidnsfer 17 (3), pp 387-402.

183 Costa, op.cit. (p. 406). Campos (January 2013;top.

184 Campos, M:; and Artiles, A. (2014): “Descontentaoena Europa em tempos de austeridade: Da
acao coletiva a participacgao individual no protestoial”, Revista Critica de Ciéncias Sociai®3, Maio
2014 (pp 137-172); Campos (January 2013, op.®ialente and Marques, op.cit.;
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programme. However, it has been a noticeable ctaistic of Portuguese protest that
the events with the greatest participation havenbaganized outside of the labour
movement. Indeed, theuck the Troikecollective organised the biggest demonstrations
since 1974. In this regard, an increasing conflaezan be observed between the trade
union strategies and the protest of new social meves, though not without tensions.

Box 6.4. Main protest demonstrations and general skes in Portugal: 2010-2013

Demonstrations | General strikes
2010
e 24 November- CGTP and UGT
2011
e 12 March: “Generation of Rasca” e 24 November- CGTP and UGT
e 1 October: CGTP
e 15 October: M12M
e 24 November: Movement 15 October
2012
e 11 February: CGTP e 22 March: CGTP
e 15 September: Screw the Troika e 14 November: CGTP and 14 unions and
e 29 September: CGTP 4 federations affiliated in UGT (European
« 14 November: CGTP and Screw Troika protest)
2013
e 2 March: Screw the Troika, with support | « 27 June 27: CGTP and UGT
CGTP e 8 November: Public sector strike
e 19 October: CGTP and Fuck the Troika convened by the affiliated unions in both
e 26 October: Screw the Troika the unions
* 1 November: CGTP

Source: Campos, M.; and Artiles, A. (2014): “Degdemtamento na Europa em tempos de
austeridade: Da acédo coletiva a participacao iddali no protesto socialRevista Critica de
Ciéncias Sociaisl03, Maio 2014 (p. 143).

It is worth noting a similar in other European $wrh countries, like Spain and Greece,
which clearly shows the escalation of social unegginst the negative social impacts
of the austerity programmes launched under the Newopean Economic
Governanct®

5. FINAL REMARKS

As referred to in the introduction, in May 2014etliEC declared that Portugal,
following Ireland and Spain, had successfully geddd from the financial assistance
programme launched three years before (in spitbefmportant challenges still to be
faced by the country, according to its assessment).

A more critical approach on the implementationhe MoU would oblige us, however,
to comment upon some flaws in this process.

Firstly, the enacted measures have had a stromgsienary impact on the economic
activity in the short run. Also, there is a greatertainty about the sustainability of the
slights sings of recovery registered at the en®@f3. The reason is that there are

185 Kohler, H-D; Gonzélez, S.; and Luque, D. (2013)ntficatos, crisis econémica y repertorios de
protesta en el Sur de Europ&fiuari del conflicte social 201Dbservatorie del conflicte social (available
at: http://www.observatoridelconflictesocial.orgésuario, access on 9 July 2014).
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serious doubts with regard to the strategy of bogghe transition to an export-oriented
growth model as a real and sustainable alterntditiee decreasing internal demand.

Secondly, the enacted labour market reforms —nantleéy measures reducing labour
costs and the reform of unemployment benefits—clviwere aimed to have a positive
effect on the employment, have clearly not fulllehis goal. On the contrary,

according to the ILO since the MoU was launched2®ill there has been a
deterioration of the labour market situation withpuecedent in the recent economic
history of Portugal.

Thirdly, the impact of the crisis and the politicakasures on collective bargaining has
been devastating, as shown by the sharp declitteeinumber of collective agreements
published and the plummeting of the share of warkewered by collective agreements
to the lowest values in the history of Portuguesmakracy at the end of the period. In
this sense, it has been argued that the reformaduoistrial relations system fail to
respect the ILO Convention n° 98.

Fourthly, austerity policies led to massive cutailieas such as social benefits, pensions,
health service, when it most needed due to the ecpuences of the rising
unemployment and long-term unemployment, as webyathe wage devaluation. The
result of this process is a dramatic deterioratainthe living conditions of the
population, as it is shown by the rising figuresthe levels of income inequality and
poverty registered in 2012.

Fifthly, even if there has been an active involvatn& the social partners through the
tripartite social dialogue —with the relevant exit@p of CGTP—- many of the measures
have been adopted in a unilateral way by the gowem (including some related to the
field of industrial relations).

Finally, the failure in the goal of “mitigating theocial negative impacts” of the MoU
have provoked a escalating of the industrial acéind social unrest, with five general
strikes between 2010 and 2013 and the biggest demations since 1974.

Against this background, and unlike the most ogsiimi recent forecasts on the

evolution of the Portuguese economy, it is simpdy realistic to expect a sustainable
recovery unless action is taken to tackle and additee depressed levels of productive
investment as well as unemployment, growing poventg other trends which are

pushing so many people to emigrate or to consiaegration.

It is obvious that the European framework is at#tidn upon the room of manoeuvre
of Portugal, or any other single country, for thadtter. Nevertheless, a new strategy
seems to be necessary to tackle the trends id=htfbove, based in a more job-centred
approach and devoting special attention to the migatlvantaged groups. If it is not the
case, the consequence would be unavoidable theofigkfurther deterioration of the
social cohesion and a growing social unrest anafféistion among the population.
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Chapter 7

Crisis and Austerity Policies in Spain: towards arauthoritarian model
of industrial relations

Fernando Roch&°
INTRODUCTION

TheGreat Recessidft’ is having a dramatic social impact in Spain, wtheeeffects of
the crisis on labor market have been much morensetethan in other European
countries with a similar downturn in the economatinaty. Thus, between 2008 and
2014 3,2 million jobs were lost in Spain, accougtaround 37% of the total job losses
in EU28, with a rate of change of 16 for the whpéFiod (more than six fold higher
than EU averagéj®

The discussion on the drivers of this phenomena deen controversial, with wide
variations of opinion among scholars, institutiansl the social partners.

Summarily put, the orthodox view given by the ingfonal institutions, the Spanish
government, the employers’ organizations and varistholars argue that the higher
scale of the crisis in Spain can be explained by s&t of reasons. First, the fiscal
imbalances caused by the high public deficit argh lexternal debt, which led to the
sovereign debt crisis. Secondly, the competitiver@sblems of the Spanish economy
with respect to central and northern countries tugersistent domestic structural
imbalances, especially in the labour marfet

From an alternative perspective, various authorge haoted the increased crisis of
Spain in the weaknesses of the pattern of econgmieth consolidated since mid-90s,

strongly affected by the remarkable developmenteaell by the speculative processes
in the real estate and building sector, which mémle model very vulnerable to the

change in the economic cycle, and aggravating thegative effects in terms of job

losses.

Particularly, these key factors have been pointed (@) the high specialization in
sectors characterized by low or intermediate teldgyo low development of innovation
processes and the intense creation of jobs withskilvrequirements: construction and
low value-added services; (b) the segmentatioheflabor market, affecting specially
to young people and migrants; (c) the low levelagfregate productivity growth; (d)

18 gociologist. Fundacién 1° de Mayo (Spain).

'8 This is a term coined by various economists tdlitgt the importance of the 2008 crisis in relatio
others recorded in recent decades, drawing a phratl terms of severity - with the "Great Depien$
of the 30s.

188 Source: Eurostat (second quarters, population4)546 this period were destroyed 8,9 million jobs
the EU38 and 3,5 were created, with a negativéaleince of 5,4 million.

189 Directorate-General for Economic and Financial ak#, European Commission (2012)
Macroeconomic imbalances —Spakuropean Economy, Occasional Papers, n°103; lsyrfo (2011)
The Spanish Labor Market in a Cross-Country PerSpeclIMF Working Paper 11/11; OECD (2012)
Spain OECD Economic Surveys; Gobierno de Espafia (2@t8yrama Nacional de Reformas 2012
Gobierno de Espafia.
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the significant levels of income inequality, assted to wage moderation and
stagnation; and (f) the high levels of indebtedneds private companies and
households”.

The responses adopted by the governments havevéaldifferent approaches, closely
linked to the changes in the anti-crisis policids Earopean level: a first stage,
characterized by the implementation of some stiswwheasures on the demand-side.
This phase ended with the turning point of the [gasm Council of May 2010, which
led to the fully accepting by the Spanish Socialtsivernment of a programme of
budget adjustment and structural reforms with alibexal bent, according to the
specific recommendations for Spain drawn by theifdtitutions within the framework
of the New EU Economic Governance. This line ofaactvas later strengthened by the
new Conservative Government after winning the Ganlections held in November
2011, which launched an aggressive and still orgg@irocess of fiscal consolidation
policies and structural reforms.

It is worth noting that on July 2012 the Spanistv€ament agreed with the Eurogroup
a financial programme for the recapitalisationref financial institutions for a period of
18 months, which provided an external financinghmy euro area Member States of up
to EUR 100 billion. This programme was implementiesdugh the measures included
in the ‘Memorandum of Understanding on Financial on Finah&ector Policy
Conditionality (MoU), signed between the European Commission &pdin on July
23, 2012.

The current Spanish Government has made a posiisessment of the set of actions
and measures implemented in the last two yearsordow to its view: (a) between
2012 and 2013 it has been implemented the biggefstrnrn programme in the
democratic history of Spain; (b) the fiscal sitoathas been stabilized, and it has been
overcomed an unprecedented debt crisis, which wioaNe led to external intervention;
(c) a bank restructuring has been carried out hedrinancial Assistance Programme
has been completed; (d) there has been a bodsé tcotnpetitiveness of the economy,
guiding growth towards exports and putting an emgbb destruction; and (e) Spain is
again a credible and solvent country that geneae§dencé®™.

The European Commission (EC) agreed in its evaloatf March 2014 that the
adjustment of the Macroeconomic imbalances idemtifas excessive has clearly
advanced and the return to positive growth hascediuisks. Yet, the EC also noted
that the adjustment is far from complete and vuh#ities persist, with regard to issues
such as the high stock of private and public defbth domestical and extersrabnd
the high level unemploymefit.

1% Rocha, F.; and Aragon, J. (2013) crisis y sus efectos sobre el empleo en Espafiadacion 1° de
Mayo, Coleccion de Informes n® 55; Banyuls, J. &etio, A. (2012) “Spain: the nightmare of
Mediterranean neoliberalism”, in Lehndorff, S. (E€R012)A triumph of failed ideas European models
of capitalism in the crisisEuropean Trade Union Institute (pp 199-218);nmtional Institute for Labour
Studies (2011¥pain. Quality jobs for a new econantiyO.

191 The Spanish Government, Ministery of Economy amangetitiveness (2013} years of reforms.
Towards recoveryGobierno de Espafa, Diciembre 2013; and (20h4) Kingdom of Spain’s Economic
Policy Strategy and Funding Programmn@obierno de Espafia, Julio 2014. Both documeetsaailable
in http://www.thespanisheconomy.com (accessed ayusis, 2014).

192 Eyropean Commission, Directorate-General for Enoutoo and Financial Affairs (2014)
Macroeconomic Imbalances. Spain 20E4ropean Economy, Occasional Papers 176, Marbh (p
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This broadly positive assessment of the outcomélseo&nti-crisis policies in Spain has
been called into question, however, with regargaigous dimensiors®

First, it has been argued that the austerity measadopted since May 2010 had a
recessionary impact in the short run, due to thgatinee effect of the fiscal
consolidation measures and the induced wage dei@iuan the effective aggregate
demand, which is a key driver for the economic dlow the so calledvage-led
economie¥™.

Secondly, it has been observed that the implementaf these policies led to a strong
deterioration of the labor market situation, wigmarkable job destruction and the huge
increase of unemployment figures till a peak of @diom people at the end of 2013.
Also, various authors have expressed alarm byisivegrof the labour precariousness,
because the few jobs created in the last years bega based on atypical contracts
(temporary and non-voluntary part-time). The restilthis process has been a wide and
sharp worsening of the working and living condigpmwith the consequent increase in
poverty figures.

Finally, a particular controversial debate concehesimpact of the legal reforms of the
labor market on industrial relations. Since 2018hdr Law in Spain has been subject to
a continuous and intense process of modificatidre Warious regulations approved are
diverse in both character and scope, but essentiely are aimed at promoting greater
flexibility of the labor market institutions, basewxh the premise that this issue is
essential to encourage the creation of jobs.

The most relevant legal reform of this period igheut doubt the one approved in
2012*° which can be considered as a qualitative leaéiat promoting an in-depth
change of the labor market institutions, with atipatar impact on the rules of the
collective bargaining system.

This legal reform was strongly confronted by tragéons, in a twofold dimension. On
the one hand because it was unilaterally adoptethbygovernment, in spite of the
recent successful attempt of the trade unions amglayers to bring back the reform of
collective bargaining into the purview of autonoragegotiations.

On the other hand, trade unions argued that thelegaV regulation seriously damages
workers rights’ framework, both at national andemftional level, including the
I