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The Spanish ESC adopts its Report on the socioeconomic and employment situation in 2013 

· At the end of 2013 the economy came out of its second recession in six years. But GDP fell back by 1.2% and employment by 3.4% amid a continuing sharp adjustment in households, companies and public administration

· Tripartite dialogue in 2013 yielded few results. The Council calls for social dialogue to be fully and effectively factored into policy-making on the economy and employment

· The end of the recession did not prevent a worsening of Spain’s social situation, marked by persistent unemployment and falling personal income and living standards

On 28 May the Spanish ESC in plenary session adopted its Report on the socioeconomic and employment situation in 2013 with 46 votes in favour and just one abstention, thereby accomplishing its annual mandate of submitting to the government in May an assessment of the state of the country drawn up jointly by the social partners and civil society organisations forming the ESC pursuant to its founding law. This year’s is the 21st Report produced by the government’s chief advisory body on socioeconomic and employment matters.

Unlike other reports produced by consultancy firms, the Council’s Report is not confined to describing and analyzing the main events of the last year, as it often makes concrete proposals in line with its function as a government advisory body. And unlike other institutions which also make proposals in various fields, the Council has the advantage of combining distinct opinions and interests. All this makes its Report objective in its analyses and of particular interest for its proposals backed by the broad sweep of civil society represented on the Council.

Each of the three chapters forming this document of more than 800 pages is full of suggestions which the Council submits to the government on a basis of consensus. On other occasions the Report sounds the alert on current or future issues needing attention.

Economic outlook 

Sectors of the Spanish economy 

· INDUSTRY. The Council sees restoring industry as a strategic sector as a priority, so it calls for a reconsideration of industrial policy’s role as a driver of sustainable growth in the medium and long term. Lines of action should be provided to help achieve the target of industry representing 20% of GDP in 2020. Firm commitment is needed from all stakeholders to ensure support for industry. Concrete measures must urgently be developed and deployed in spheres such as regulation, energy costs and climate change, training, internationalisation, financing, R&D and innovation and SMEs. 

· ENERGY. A priority in future legislative developments in the field of energy should be to offer a concise definition of Spain’s energy roadmap with a view to giving industry and energy companies legal certainty so that they may draw up competitive strategies and decide on investments. This roadmap should provide for a reasonable, balanced, competitive and sustainable mix of energy so as to guarantee supply and, in so far as possible, reduce Spain’s high energy dependence. 

· INFRASTRUCTURE. The weakness of public finances has impacted the construction of public works; procurement has fallen to levels so low as to undermine the maintenance and servicing of infrastructure and to hold back the modernisation and upgrade process, ultimately compromising the competitiveness of Spain’s economy and business.

Spanish economy 
· At the end of 2013 the economy came out of its second recession in six years. But GDP fell back by 1.2% and employment by 3.4% amid a continuing sharp adjustment in households, companies and public administration

· The Council expresses concern at the downturn in exports and the rise in imports at the end of the year, which may be a sign of recovery but raises the question of whether the trend will be consolidated, involving a return to Spain’s traditional external imbalance

· The weighting of employee remuneration in GDP fell again as against gross operating surplus/gross mixed income and indirect taxes

· Credit in the private sector continued to fall across the board, restricting funding for business, especially SMEs, and the default rate rose to 14.1%, 3.3 points above the 2012 rate and the highest on record

· The weakness of domestic demand continued to hinder growth and job creation, and remains the main source of concern for Spanish firms together with the lack of credit

· Per capita GDP fell in most regions, despite a slight reduction in population, with a new increase in regional disparities which, in a context of reduction in structural funds from the EU, represents a risk to territorial cohesion

· For all these reasons the Council sees a need for greater efforts at national level to promote medium and long-term policies to encourage economic development and job creation, especially in less developed regions, while recognising the difficulty of generating extra public resources for regional development

EU economy 
· The Council calls for more forceful policies by the EU in response to the crisis and asserts that the lack of adjustment in economies with exterior surpluses is increasingly problematic

· Along with structural reforms to restore competitiveness, the Council believes that policies for monetary expansion by the ECB and support for growth by the European Investment Bank would be beneficial 

Labour-market outlook 

Employment situation 
· The data for the fourth quarter allow for a little optimism, though we should remember that 2013 overall was a year of job losses, especially as the economic indicators still point to uncertainties in various key aspects

· To return to 2007 levels, nearly 4 million jobs would need to be created, with the same labour force. And even so the unemployment rate would remain above 9% and the employment rate would remain below 55%

· The fall in unemployment is also accounted for by lower labour-force participation, which is worrying because this is linked to a long period of job losses and to a rising proportion of long-term and very long-term unemployment

· Suitable implementation of active employment policies, in the aspects of employment promotion and creation, job-matching and training, is key to stimulating the Spanish labour market

Social dialogue 
· Tripartite dialogue in 2013 yielded few results. In view of this the Council calls for the instrument of social dialogue to be fully and effectively factored into policy-making on the economy and employment.

Collective bargaining 
· The number of registered collective bargaining agreements and of workers concerned fell due to a sharp drop in agreement renewals, with an average wage rise of 0.57%, resulting in a loss of purchasing power of 0.8%

· Clauses on irregular distributions of working hours are becoming increasingly common, in many cases reproducing the criteria provided in the 2nd Agreement for Employment and Collective Bargaining as regards “ordinary” flexibility 

· An increase in labour disputes with 13.2% more strikes and 33.8% more participants, though working days lost fell by 14%, reflecting a shorter duration of strikes

Social outlook 
· The end of the recession did not prevent a worsening of Spain’s social situation, marked by persistent unemployment and falling personal income and living standards.

· Welfare systems acted as automatic stabilisers in the first few years of the economic crisis, but the ongoing crisis, along with lower spending on effective redistributive policies in countries subjected to adjustment programmes, is undermining their ability to mitigate the fall in living standards

· The most recent data show unprecedented increases in levels of poverty, social exclusion and inequality: already in 2012 the risk of poverty and social exclusion affected 28.2% of the population, and Spain has the highest rate of income inequality in the EU 

· The National Social Inclusion Plan 2013-2016 is a positive initiative, though we must note that many of the proposed actions or measures are pending legislative development and that their effectiveness will depend on how they are finally configured and whether they are adequately funded 

· EDUCATION: Quality in education remains a key challenge in the fostering of economic growth and competitiveness.

· HOUSING: The difficulties in gaining access to subsidised housing, whether owned or rented, highlights the limitations of social housing policies for ensuring universal access to decent housing.

· ENVIRONMENT: The Council recalls the importance of reaching international commitments given the seriousness of the worldwide rise in temperatures.

· CONSUMER AFFAIRS: Spending on housing now accounts for 33% of total spending, as against 24% six years ago. At the same time there is greater vulnerability reflected in the rising number of homes that have difficulty covering basic household expenses. 

· WELFARE: With welfare spending equivalent to 25.6% in 2011, Spain remained below the EU-27 average (27.8%). There was a striking fall in social expenditure on families and children, housing and social exclusion, contrasting with the increased risk of poverty, especially among children, and many people’s difficulties in covering expenses linked to housing. 

· SOCIAL SECURITY: The fall in affiliation tailed off and turned into growth in the early months of 2014, though new affiliates were largely concentrated in particular schemes, occupations, working hours and activities with lower contribution rates. According to the labour force survey, most workers who retired before the age of 65 would have preferred to keep on working, which shows that it is difficult for older workers to remain in employment. 

· HEALTH: The changes in the national health service as a result of the crisis have caused public concern about healthcare, seen by the majority as essential.

· DEPENDENT CARE: The budgets for 2014 show a considerable drop, which gives an idea of the difficult situation the system is in.
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The Council proposes measures for more efficient economic governance in the EU 

· The Council reanalyses aspects of European governance one year and a half after its first report on the subject, in the context of European elections marked by a high degree of public disaffection towards the EU.

· Imposing fiscal discipline on States makes sense only if steps are taken to create a European federal government with tax powers, albeit gradually. Fiscal union in the eurozone should be based on two pillars: federal budgetary integration and budgetary discipline by States.

· Banking union will not be effective for ten years, so it will not resolve current problems.

· Macroeconomic imbalances are decreasing and are no longer seen as excessive in some Member States, such as Spain, though the report notes that there are still considerable risks and the adjustment process is far from over.

· In the Council’s view, steps should be taken by the EU to make Germany induce an expansion of domestic demand, stimulating the European economy. 

· The report concludes that much remains to be done in order for the transfer of States’ sovereignty to the Union in the economic and financial sphere to be accompanied by greater democratic legitimacy.

Following the most critical stage of the financial crisis which impacted the euro as a whole and certain EU countries in particular, such as Spain, the Spanish ESC is for a second time reporting on economic governance in the EU. This time it analyses the measures taken by Community institutions since the end of 2012 when the Council adopted its report “New economic governance of the EU and growth”, making concrete proposals for progress towards a more integrated and better governed Europe.

To this end the Council in plenary session of 23 April adopted a second report by a large majority (50 votes in favour and 3 abstentions), “on Progress in Economic Governance in the European Union: update of Spanish ESC report 3/2012” with the aim of highlighting developments in the EU in the field of economic governance, and assessing the extent to which the measures taken are in line with the Council’s proposals in its previous report.

The Council regards this report as especially timely given the imminence of the European Parliament elections, to be held on 22-25 May (in Spain on Sunday 25 May). In the Council’s view these elections should mark the end of one political phase in the EU, with its highly controversial management of the crisis, and the start of a new phase with a view to rebuilding the Union. These elections pose a challenge to the EU in that their outcome will largely determine its future. Yet they show European citizens’ high degree of disaffection with the European project and a Eurosceptic populism which is liable to win more seats in the European Parliament, which might paralyse the European construction process at a key stage.

The report examines the measures taken within the EU over the last year and a half in four areas, though it also looks at points on which little or no progress has been made and restates the need in these fields for urgent solutions.

· Short-term measures proposed by the Council in November 2012 for articulating effective economic stabilisation policies 

This Council notes that European institutions have taken some major decisions along the lines proposed by the Council, allowing the eurozone to be stabilised, such as the ECB’s decision to buy sovereign debt, refinancing auctions, lower interest rates, bank recapitalisation grants and more flexibility in the fiscal consolidation path for the most indebted countries.

On the other hand, regarding the Council’s proposals for an increase in public investment financed by European funds and the stimulation of demand in countries with surpluses, the picture is discouraging. 

The Council believes efforts should be made to better distribute the Community budget and to seek alternative ways of enlarging it. And though Germany’s inclusion in the supervision procedure for excessive imbalances is positive, more steps should be taken to stimulate its domestic demand, thereby giving impetus to the European economy. 

· Medium and long-term measures for an integrated financial framework or banking union 

The Council notes that some steps have been taken, though banking union will not be effective for ten years, so this will not resolve current problems. As to banking supervision by the ECB, the Council remarks that the ECB will have powers over only a certain number of banks, excluding German savings banks, and regarding the deposit guarantee fund, there are doubts as to whether the projected 55 billion euros are sufficient. 

· Medium and long-term measures for an integrated budgetary framework or fiscal union 

Few steps have been taken as regards the measures proposed by the Council in 2012 for progressing towards fiscal union. All that is worth noting is the introduction of the European Stability Mechanism (ESM). On the other hand, progress has been made with fiscal discipline. 

In the Council’s view, imposing fiscal discipline on States makes sense only if steps are taken to create a European federal government with tax powers, albeit gradually. Fiscal union in the eurozone should be based on two pillars: federal budgetary integration and budgetary discipline by States.

· Medium and long-term measures for an integrated framework for economic policy or economic union 
Progress with fiscal harmonisation has been slow and in the Council’s view it is desirable for a directive to be passed as soon as possible on a common consolidated basis for corporation tax, though it is worth noting that agreement has been reached on implementing a tax on financial transactions. The report also highlights the impetus given to combating tax fraud and proactive tax planning by some Member States.  

· Medium and long-term measures for greater democratic legitimacy in European institutions 
There have been no advances in the clarifying and simplifying of decision-making processes or in increasing the European Parliament’s decision-making powers, as the treaties have not been amended for the purpose. This Council also notes that the role of national parliaments in Community debates and decisions has not been reinforced. 

As to the strengthening of the social partners’ role in governance, the report notes that little progress has been made over the period in social dialogue, whether bipartite or tripartite. The Council considers that the social partners should continue to play a major role, especially in the decision-making process.

The report concludes on the point that there is still a long way to go in configuring a political and institutional Community architecture liable to ensure that the transfer of sovereignty from States to the Union in economic and financial areas is accompanied by greater democratic legitimacy and accountability in the various Community institutions
