PORTUGAL: INDUSTRIAL RELATIONS UNDER
DEMOCRACY

José Barreto

In Anthony Ferner and Richard Hyman (editors),

Industrial Relations in the New Europe Oxford, Blackwell, 1993, pp. 445-481.

Introduction

Political and Economic Background

Major political, economic and social changes took placeortugal during the
last two decades. In 1974 the authoritarian, conservatdecarporatist regime that
had ruled the country for over forty years was ovextim.ol he right of free association
was restored; political parties were created or emerged fitwanunderground.
Democratization was threatened by a communist inspeedlutionary movement
which led the country to the brink of violent conflict and washave enduring
consequences for Portuguese society. The largest natimhadtrial and financial
groups were nationalized in 1975; many hundreds of small and mediech-
enterprises were put under direct state control or werbytine workers and near one
million hectares of land were collectivized after having beecupied by their
workforces.

In 1975 the African colonies gained their independence. This rigafss of
Portugab protected markets and access to resources in Africa, dn la massive
influx of white colonists. In 1975 and 1976 free electionsetamn universal suffrage
were held for the first time in the country's historyn@w constitution was approved,

proclaiming the transition to socialism under a system libéral democratic



institutions, but subsequent revisions in 1982 and 1989 removed thedowrinal
references, paving the way for the current process oivagjzation. The country has
been governed since 1976 by the socialists (PS, centreoletile social democrats
(PSD, centre right). Th®SD has been in power since 1980: in coalition with the
Christian democrats (CDS, right) until 1983, with the scsmlbetween 1983 and
1985 and alone since then, having won the absolute majorttyeiri987 and 1991
general elections. These elections confirmed a trend towelsolarization of
Portuguese politics between the two centre parties, theadd8Rhe PS (with 50 per
cent and 30 per cent of the votes respectively in 1991),lewlesl a sharp decline in
support for the communists (PCP) (9 per cent in 1991) an@hhstian democrats (4
per cent).

The revolutionary events of 1978 hada severe and lasting impact on the
economy compounding the consequences of the 1878nd 19801 oil shocks-
devastating to a country highly dependent on oil impertad the effects of world
recession. Inflation, which had been increasing slowly dinedate 1960s, jumped in
1973-4 to the highest annual rates since the First World Afad, in 1984 was still
near 30 per cenfTrends in productivity, private investment, unemploymentional
debt, foreign debt and (since 1977) real wages also reflecteep economic crisis
from which the country did not emerge until the mid-19&Uslitical instability— ten
constitutional governments took office between 1976 and 198%winfy six
provisional governments in 1974-5 constituted an additional source of economic
uncertainty and affected the process of democratic ddaton.

In January 1986 Portugal became a member of the European ubitgnthe
final step in the long process of breaking with achrand integrating into the
international economySubjected for a long period of its recent history to an
isolationist and protectionist regime, oriented more towhaedAfrican colonies than

the rest of Europe, and lacking the conditions for endmgereconomic growth,



Portugal had basically remained a peripheral economy, un@blenatch the
development of other Europe countries. Even the narrower development gap
between Portugal and Spain had widened.

Nevertheless, the economic structures had been undgrgprofound
transformation, particularly in the post-war period. Unttex forty-year regime of
Salazar and Caetano, a capitalist economy develepdgobugh largely under state
tutelage, in contrast to the successful liberalization pdrbyehe Francoist regime in
Spain in the same period. Agriculture ceased to be thendammsector and colonial
trade became far less important as trade with west@opE grew.

The pace of industrialization had been very slow ungl $®cond World War,
when it began to accelerate sharply. BetweddDEhd 1950 the proportion of active
population in the primary sector had fallen only from 65 pet tied9 per centwhile
employment in industry increased from 19 to 24 per centthByend of the 1960s,
however, industry and services were the two leading secf@sployment. In 1988,
agriculture still represeatl 20 per cent of employment but only 6 per cent of output
while the equivalent figures for industry were 35 and 38 per respectively, and for
services 44 and 56 per cent. Employment in the primary seasdoden decreasing by
almost 1 per cent of the total active population per gime 1980(See tables 14.133.

The rapid decline in agricultural employment in the 1960s arlg #870s was
primarily due to massive emigration to western Europegeratian the transfer of
peasants to the industrial and service sector within PortBgbkeen 1960 and 197
total emigration amounted to 1.5 million people, among thearly 800,000 of
working age, mainly from rural areas. By 1974 nearly a fiftiPoftuguese citizens
were living abroad — attracted by wages three or four times the level of those at home.
Given the acceleration of economic growth in the sammgdreal GDP more than

doubled from 1963 to 1973), emigration, together with the mobilizatieoldiers for



service in Africa helped to create an unprecedented labouiagk, pulling real wages

up faster than ever before.

Table 14.1Structure of employment (1900-1989)
% share of employed population

Primary SecondaryTertiary Total Wage & salary Unemploy-

sector sector sector employment earners ment

(000s) (000s) (000s)

1900 65.1 19.6 15.3 2,350

1911 61.2 234 15.4 2,386

1930 55.9 20.9 23.2 2,415 .o

1940 526 21.1 26.3 2,920 (1,900)

1950 49.1 24.6 26.3 3,196 2,295

1960 439 29.1 27.0 3,315 2,453

1970 32.6 333 34.1 3,163 (2,500) .

1980 279 35.8 36.3 3,961 2,673 340

1989 189 35.2 45,9 4,395 3,076 233

Source: INEE

Table 14.2Structure of production (1953-1988)
% of GDP in selected years

Primary  SecondaryTertiary

sector sector sector
1953 33 28 39
1963 23 38 39
1966 20 43 37
1970 18 42 40
1976 15 43 42
1978 12 38 50
1980 10 40 50
1984 9 40 51
1988 6 38 56

Note: Comparability affected by a break in statisticakesan 1977.
Source: INE-IE.



Table 14.3Wage employment by main sectors (1989)
% of all wage and salary earners

Primary sector 4.8
Manufacturing industry and mining 33.6
Electricity, gas and water 1.2
Construction 9.8
Commerce, restaurants and hotels 11.0
Transportation and communications 4.7
Banking, insurance and real estate 4.6
Central and local administration 10.0
Public and private education and healthices  10.5
Other services 9.8
TOTAL 100.0
Source: INE-IE

After 1974 the situation changed completely. Emigration fetuptly as a
result of host country restrictions. Steady economic graa\e way to stagnation and
very slow recovery. Decolonization caused the sudden retumany hundreds of
thousands of settlers and soldiers. These developmesntted in a labour surplus far
more severe than the shortage that had preceded it. Unangit grew to
unprecedented levels (though still considerably lower tharp&ing From a merely
frictional rate of £1,5 per cent up to the first quarter of 1974, the percentage of
registered jobseekers climbed to 7 per cent in 1976, andnesnsteady at-® per
cent before falling to 5 per cent in 19880 and 4 per cent in 1991. Simultaneously,
however, the volume of employment has grown much faséer elsewhere in western
Europe, partly as a result of the rapid growtliemale employment, from 26 per cent
of total employment in 1970 to 42 per cent in 1989. Between thmrieg of the
emigration boom of the 1960s and 1980, the female participatite more than
doubled to nearly 45 per cent; it has besing ever since, and now stands at almost
60 per cent (compared with 80 per cent for males). Feamadoyment is dominant in

education and health and in some traditional labour-inensdustries- its share is



91 per cent in the strongest exporting industry, clothing,>hger cent in textiles
both with wage levels below the average for manufactunitigstry.

Tertiarization began to intensify in the 1960s. Serviceatme the dominant
sector in terms of both employment and output during th@< @nd their relative
weight is still increasingapidly. One of the main reasons is the spectacular growth of
public education, health and social welfare servieesl of which had lagged far
behind those of other European countresndof public administration in the decade
following the 1974 revolution. The continuous growth of téktiary sector is also due
to the expansion of activities such as tourism, distributmmking, insurance and
related services.

Post-war industrialization was at first driven by import-siaogon policies. It
was concentrated in basic sectors protected from compeditid it relied largely on
domestic capital. In the late 1950s and early $%6€re was a shift in economic policy
with Portugal's membership of EFTA (1959) and the subsequentngperithe
economy to direct foreign investment. Such investmeneased significantly up to
1974, as multinationals took advantage of Portugal's stcategation and its low
wages and taxes. Foreign-owned plants were generally atéegmto international
production and marketing networks and dependent on componenitsmpo many
cases, all or most of local production was destined fpomt. Export capacity in
traditional sectors (food, textiles, clothing and footwead forestry-based industries)
as well as new ones (machinery, transport equipment, calsinigas thus frequently
controlled by multinational companies, sometimes in aason with national capital.
Few complementary activities were generated locally bypitern of investment, and
it contributed little to the disseminatiaf advanced technologyr skills.

From the late 1960s, the government and the leadingnahBaonomic groups
launched a highly ambitious industrialization plan, basedhenpromotion of new

basic industries such as petrochemicals, mining, nucleargy basic metals



automobiles, shipbuilding and machinery, and strengthening themdties with the
African colonies. The oil shocks and their after-effectgide-scale industrial
restructuring in Europeand the events of 1978 in Portugal contributed to the failure
of the massive projectathough elements of it were revived by the democratic
governments.

In general, Portugal's status as provider of mainly unslaltetiow paid labour
was consolidated. But with obsolete production methods amkletirey techniques in
the traditional exporting sectors, even low wages could notepre Portuga’
competitiveness in markets where the newly industrializednAs@mnomies were its
main competitors: in 1990 wages in the Portuguese textile and glaticinstries were
already behind those of several non-European countriisdreally accused of 'social
dumping! EC membership and increased international competition matiestrial
restructuring and modernization more pressing than ever.a8siie program of
investment in basic infrastructure, technological dgwelent, vocational training, and
industrial innovation is currently being implemented. SiRmtugal joined the EC,
direct foreign investment in manufacturing industry alss increased very rapidly.

Given the probable effect of industrial restructuringabs, the significant fall
in unemployment over the last few years is unlikely ¢ontaintained in the 1990s,
especially after 1993. The textile industry alone may hawditminate at least 15 per
cent of its work force over the next few years. Theentr privatization programme
may have similar effects. A less favourable outlook iertilack economy in the 1990s
may also worsen unemployment. Likewise, the return obtiedigit inflation since
1989, and the need to bring Portuguese inflation rates in lihelve EC average, have
led the government to adopt new deflationary policies withhalnle repercussions on

employment growth.



Industrial Relations in Twentieth-Century Portugal

The years following the overthrow of the authoritariagimee saw radical
changes in industrial relations attitudes, practices, stndctures. The legal and
institutional framework of the old regime was at firslidaeed to provide a basis for the
transition to a new system, and, indeed, much of thealedc 'corporative
organization' was maintained, at least provisionally. But alugdareform of the
existing framework proved impossible; until the foundatioofls a democratic
constitutional order were finally laid in 1976, social uphearad a power struggle
between opposing ideologies had a devastating effect otugeese industrial
relations. After decades of corporatist repression, tivebadance of power boosted the
bargaining power of workers. Wages and social security henéfnproved
spectacularly in 1974 and 1975. Claims, disputes and bargainingspesc were
increasingly politicized and subject to partisan manipulatemd deep divisions
appeared in the union movement.

At the same time, and partly as a consequence of thasmatic political
developmentsthe economic situation was rapidly worsening. Mass ungmydat
combined with high inflation, huge budget deficits and reoessexerted
overwhelming pressure on the labour market, placed heavy busdesrgerprises, and
compelled successive governments to adopt deflationary econmticies and an

interventionist role in labour matters.

Historical Background

The influence of these political and economic factorshencurrent industrial
relations system must be seen against the background ¢ér edrstorical
developments. The evolution of industrial relations in tie#mn-century Portugal falls

into three broad periods, resulting from two great dividgbe country's contemporary



political history: the establishment of an authoritaanporatist regime in 1933 and

the foundation of a modern democratic state after the-Bi&olution.

The Early Years

The first period begins in the last century and coveesliieral monarchical
and republican regimes, embracing the initial stage of indlzation. Although this
period saw the emergence of the first working class isiteyeganizations and their
subsequent legalization (1891), incipient industrialization didt favour the
development of a strong union movement. Employers weoeyporganized, mainly
in multi-sector regional associations, given to lobbyind palitical action. The union
was originally linked with the relatively weak Socialist Parywever, the early
decades of this century saw a decline in socialist influenteénwthe unions in favour
of the anarchists, the revolutionary trade unionists emth¢ 1920s) the communists.

The triumph of French style anarcho-syndicalism wasummated by the end
of the First World War, leading to the formation o€ t6GT, the first well-organized
Portuguese union confederation. The CGT proclaimed the sétfisnfy of trade-
unionism, repudiated party links and involvement in bourgeois gmliéind advocated
'direct’ class struggle. Its vision of society was depeidm the success of a
revolutionary general strike, which never came. InspiredHayges in union structure
elsewhere in Europe, where mechanization and mass prodwetom far more
widespread than in Portugal, the CGT tried to promote indugtig-unions (only
white-collar employees were organized separately).

Collective bargaining was not among CGT's most valued farfnation, but
some affiliated unions practised it. In reality, very fewdustrial agreements were
concluded during the first quarter of the century. Liberaegoments made no attempt
to provide a legislative framework for collective bargainirggthough they did

introduce ineffectual legislation on disputes proceduresd, anly a minority of



employers were interested in taking wages and other @mmglibut of competition.
Great disparities between companies and industries alsoudaged multi-employer
bargaining, which small firms systematically resisted. Uniae&ed the strength to
impose regular bargaining on employers, or to controstipply of labour unilaterally
Moreover, workers and unions were divided by particulaupational interests and
strategies. This was reflected in a controversy overstiitable structure for unions:
should workers be organized along industrial or occupatiameflin the course of the
century the question was to be raised repeatedly, withowg beally resolved.
Radicalization may have been a major fadgbothe decline of unionization and
affiliation to the CGT after the membership peak of 1920vhen the confederation
represented no more than 80,000 workers. A communist sateissil925 only
accelerated the decay of the union movement, which wesnplete disarray when in
1926 a military coup- supported by the political party of businessmen and owthers,

UIE (Unido dos Interesses Economicesuspended liberal-democratic institutions.

The Period of Authoritarian Rule 1926-74

The period of military rule, leading to the Salazar dictdtqr (19331968),
opens the second broad phase of Portuguese industaibmel Strikes were banned
(1927), the CGT was dissolved, and the multi-party systeppressed. The existing
free unions were tolerated until a new Constitution (1933) anBgtetuto do Trabalho
Nacional (National Labour Statute), a version of itidtanamesake, introduced the
compulsory framework of labour relations and interegtasentation for the next four
decades.

The 'New State' aimed to supersede liberal democracy ssxistfaggle. State
intervention playeda major role in regulating the market economy through market
protection, licensing of new enterprises and foreign imuests provision of state

finance, economic planning, and authoritarian control afegr wages and rents.



Independent unionism was rejected for two well-knoveasons: its traditional
relationship with political movements and the threéawvas believed to represent to
economic stability.

The corporatist regime created a system of single umo@gery occupation or
sector and region, the so-called sindicatos nacionais (natiommas). Union leaders
were selected for their political trustworthiness. Unionmaivas formally voluntary,
but non- members were usually compelled to pay dues. Despit@bh@us lack of
autonomy, the corporatist unions succeeded in organizing ondess 'voluntarily' an
increasing proportion of workers and employees: in 1973, 841,000er3&nt of all
wage and salary earners were members (another 25 perweeat compulsory
contributors, and the remaining 39 per cent mostly belongedtie sectors such as
public administration, public services, and agriculture where nigation was not
permitted). Enjoying a legal monopoly of representatitwe, mational unions were
often able to take a stand in support of their members. Eheerunderground PCP
occasionally acknowledged the efforts of some formabmumeaders. From the early
1940s, already under the leadership of Alvaro Cunhal (stilhgrge in 1991), the
communists periodically appealed to the work#&rsjoin the national unions and
participate in their activities.

In theory, a prominent function of national unions dtichave been collective
bargaining, since the regimein marked contrast to the Franco regime in Spain
believed that it represented one of the most imporeaitifes of corporatist industrial
relations and the only means of achieving the goals of ctaggeration enshrined in
the Constitution. In practice, collective bargaining veastate-directed process. But
even watered-down bargaining under strict state supervision #&hdceoperative
unions aroused strong employer resistance. In the abséeéfective pressure and of
any legal obligation to bargain, the main industrial sect(iextiles, metal,

construction, chemicals) escaped collective regulatidii the late 1960s. In these



sectors, a limited number of enterprises were occasionaigpared, at the
government's request, to conclude a multi-employer agreemhtthe unions.
Collective agreements at company level were very exaggdtand not articulated with
sectoral provisions. Multi-employer collective bargainieigsured that union action
would not be encouraged within the enterprises and thataheling of conflicting
interests would be transferred to industry-level corpdraislies or to government
departments.

The government was soon compelled to rely on directtstgtuegulation of
sectors or occupational groyp® order to restore basic minimum wage levels.
Between the 1950s and the 1970s, statutory regulations bdessnieequent, but the
threat of state intervention was a means of persgaghmployers to accept collective
bargaining. Following the 1974 revolution, direct regulatias again widely used by
the government to fill the gaps caused by the failure of wiggonumber of collective
negotiations. Until 1985, whahpractically disappeared, direct regulation continued as
an alternative to regular bargaining.

With the national unions cast — at best— in the role of supplicants, and the
Ministry of Corporations (the successor of the old istiy of Labour) playing a
decisive role in the elaboration of the so-called embiVe agreements, it may be
concluded that until the late 1960s, wages and other conditi@me generally
established directly or indirectly by the government ogranoften, individually
determined on the labour market. None the less, the coighoegime paid particular
attention to white-collar unions, partly in an attempt tauesmsniddle-class support but
also in order to establish a model of 'constructive' uniorfer the working class.
Unions representing banking, insurance and office emploge®sg others enjoyed
more favourable treatment and could exert more efedtifluence; as a result these
groups were covered by regularly amended collective agreementddariieng unions

were the first to be allowed to appoint workplace delegasgados sindica)is



Until 1969 only individual grievances not interest conflicts or industrial
disputes— were admitted and regulated by law. A p&@in1934 to submit collective
interest conflicts to the labour courts was abandoneteagdvernment chose to deal
itself with conflicting interests in a discretionary amdpublicized way. In practice
strikes and other forms of protest or pressure, though ileg@lseverely repressed,
never disappeared completely and from time to time aevediconflict reminded the
government that corporatist harmony had to be maintainéaktsy.

Under the corporatist regime the employers were also sedpm create new
organizations stipulated by law, the grémios nacionais (natirilalk), but in general
they didso promptly only when compelled to associate by specific governdeamee.
In many industries or regions employers resisted corpbeggociation when it was
merely voluntary. Several important guilds were founded onlthen 1950s or the
1960s. As long as they were not formally organized, empldyailsa legal pretext to
avoid collective bargaining. Lack of interest in or evesled hostility towards their
official organizations was quite common among industrialstg) complained of the
grémios' lack of power, autonomy, effectiveness and leagefstaikler 1976) Similar
factors lay behind workers' discontent with official ursipbut the regime was far more
benevolent toward employers, whose old interest &dsmts, dated from the last
century, were allowed to survive and function alongsidedgoratist network.

The sectoral-regional unions and guilds represented woddtsemployers
separately, but in the late 1950s the regime introducedi@nal level of mixed class
representation, the 'corporations' (of industry, agucejt commerce, etc.). This
structure, similar to that of Francoist Spain, excludedlsinss peak associations:
union or employer confederations as they had existedha@nptist were viewed as
‘classist' organizations, incompatible with corporatism.

In its final years, the authoritarian regime undemew leader, Caetano (1968-

1974) attempted to move from state corporatism towards @&nsysf industrial



relations closer to western European patterns and moneatihe with a faster pace of
industrialization, economic growth and internationalizatibhe regime tried to foster
greater union autonomy and more responsible collective barganeigular bargaining
was seen as a way of improving productivity, encouraging betaagement of the
labour force, and redressing the low pay levels that a@&ee as a main cause of mass
emigration.

An early consequence of the reforms was that faireriefected to 30 to 40
primary unions (out of 325) being taken over by elements @ppiwsthe regime; these
were mainly communists and so called 'progressive Cathdiiags'a wide range of
other political beliefs were also represented. The opposiorces were particularly
successful in gaining control of the richer and better+uegal white-collar unions.
During the 1960s, the middle-class had become increasinggysiepportive of the
regime, often for political rather than economic reasolhe relatively well-paid
banking employees supplied the most active componenthefemerging union
movement.

In addition, collective bargaining was made legally conmylswith fixed
terms for engaging in negotiations and reaching agreembatpibhibition of strikes
was not lifted, but the law finally admitted the concepindfistrial dispute, and state-
sponsored, in effect compulsory, conciliation and arlitnatprocedures were
introduced. Collective bargaining was revitalized by the refpamg from the regimsg'
point of view became a source of considerable tensioowiBg politicization turned
industrial disputes into the main foroh action against the regime and the government
was soon forced to retreah some crucial elements of the reforms. Union leaders we
removed and persecuted as the fight for further unionsrigdmitinued. The creation of
a central coordinating body of 'representative’ unions atasmpted, but it was
outlawed. Nevertheless, the embryo of a future union cordgde (Intersindical)

remained acte as a semi-clandestine organization until 1974.



Authoritarian corporatism suspended for almost a halftucgnthe free
development of industrial relations, which were largelynohated by the state in
almost every aspect. Its attempt to oversee a projectlask cooperation failed
completely: the mentality of workers and employers hatdbeen transformed, at least
not in the direction that the regime had haped

Paradoxically, however, at the end of the corporatisimeg unions and
employer associations had far larger memberships tharbefae. Under government
supervision, the unions had gained official acknowledgement aarstatus and
respectability not achieved in the past, particularly sinee rtbe of the anarcho-
syndicalists in the early decades of the cent@sctoral collective bargaining was
finally becoming generalized, though it was still broadigtestcontrolled and more
favourable regarded by the unions than by the employérs, aften criticized the
reforms for being too generous to the unions. In retrospeaight be said that state
corporatism eventually succeeded in imposing union recognition afldctove
bargaining upon employers, although its main initial purp@aseldeen to subjugate the

unions to its authoritarian corporatist vision.

The Fall of the Authoritarian Regime and the Democratic Transition

The third and mdsrecent period in the development of industrial relation
begins with the fall of the authoritarian regime and formal dismantling of the
corporatist system. The transition was abrupt and tumbukoon afterwards
increasingly troubled, in contragh the much more gradual and consensual Spanish
transition to democracy. The radical course of poligsents influenced the evolution
of industrial relations at all levels, from the workplacendustry collective bargaining
and labour legislation.

The transformation of industrial relations as a cqusace of the democratic

transition was bound to be a difficult process for manpleyers accustomed to the



shelter of state. The transition to democracy in Spén all its comparative
smoothness in political terms, was also accompanied by an upsdadp@ur disputes:
until the end of the 1970s the level of industrial confiicBpain was far higher than in
Portugal (as had also been the case before the revpluBot in Portugal, the
background to industrial conflict was, for than a year ie tnid-1970s, the
construction of a socialist society, rather thantthesition to liberal democraci.his
made for a profound rupture in industrial relations réddc for example, in the
widespread purges of managements by therk forces and in the use of intimidation
and physical violence in collective bargaining.

Following the defeat of the revolution, its legacy coméd to influence
industrial relations. The state's intervention in thenemy had extended well beyond
the classic confines of a market economy during the w&wohry period. Labour
legislation and the direct regulation of working coneitidn both public and private
sectors had mushroomed; but in any case there wagdibtte for collective bargaining
in the run-down and technologically antiquated private sectorhwinrs in no position
to offer concessions to employees (although public entegpgeuld always rely on
large state budget deficits to finance the cost of collecgreements).

Successive impassesat the negotiating table led the unions to demand
increasing direct intervention by government. In 1978 thatgneajority of wage
earners were covered by direct statutory regulations imiéhugl industries. A national
minimum wage was introduced by the government in 18id has been revised every
year since then. A revolutionary laa¥ 1975, only partially amended afterwards, made
individual and collective dismissals extremely difficuiinother one prohibited the
reduction of working hours in individual or collective cauts without the
government's consent, and the scope of collective bargaiasgurther reduced by
other measures. Maximum rates for all statutory and c¢okdg bargained pay

increases, known as ‘wage ceilings', were imposed by the gearfiom 1977. In



addition, shortly after the revolution a universal am@mpulsory system of social
security was extended to the whole population. Thus akee of state in industrial
relations expanded considerably during the transition to dewy even when
compared to the corporatist period.

In the 1988, the statist trend began to decline. With a significant avpment
in employment and real wages from 1985 and the return ofcabldtability — at the
cost of the comprehensive defeat of the Left — industrial relations gradually became
less tense and politicized. Important changes in union gtegciand strategies also
favoured a new climat®m labour-management relations and the resumption of regula
collective bargaining, though industrial relations stillklad dynamism. The recent
emergence of a new relationship between the peak emplogiarréon organizations,
partly as a result of institutionalized tripartite 'sociahcertation' since 1984, may be a

further sign of increased autonomy from the state.

The Employers and their Organizations

Characteristics of Portuguese Employers

Until the nationalizations of 1975, seven large corporetepgs dominated the
Portuguese economy, from the financial sector to industidy @lonial trade. The
groups had grown up under the protection of the 'New Stfateijng oligopolies in
sectors sheltered from external competition. The cotigbpolicy of condicionamento
industrial discouraged competition between these consortiae Szonomic groups
had their own labour and social policies, cross-cuttirgjosal logic of corporatist
representation and collective bargaining. In the final s/eafr the regime, they

promoted paternalistic representation structures withinr tlkeimpanies, as an



alternative to dialogue with the still predominantly occigmabased unions (some
enterprises had to deal with as many as 20 or 30 differesmg)ni

In the spring of 1975, the immense economic power of largatatap
disappeared almost overnight with the nationalizatiothefwhole domestic financial
sector and the largest industrial firms, giving the staistrol over the bulk of
investment and credit. The exporting and competitive imgsstwhere smaller firms
predominated, were mostly spared, but the nationalizatidheofinancial sector also
gave the state control over a large number of medined=nterprises. The leading
economic groups were depicted as upholders and major barieficof the repressive
corporatist order and accused of resisting the democchtnges. In reality, the
authoritarian regime had not so much entailed the cootisthte by the capitalist class
as the revers@he adherence of the economic elites to the rewwliniits early stages
was apparently sincere; conflicts emerged later, when theaatic revolution altered
course towards state socialism, but even then the decesistance did not initially
come from big capital.

The radical nationalizations process prompted a shiftiedifer enterprise to the
competitive and exporting sectors. Multinational compamiere not directly affected
by the nationalizations and only a few closed their Portugsiissidiaries following
the large pay rises of 1974. Many multinationals not only survived the revolution but
were able to grow faster than before, with successive dei@is of the currency
helping to boost exports.

The role of state as employer was considerably enlargedgdand after the
revolution, with the emergence of over 120 new public entapri representing 10
per cent of all wage earners at that timand a steady growtin public services and
public administration. By the end of the 1980s, the shahefpublic sector in the
total labour force amounted to 17 per cent (22 per cent ofage and salary earners),

having more than doubled in twenty years.



In 1989, 48 out of the 500 largest firms were still public oestantrolled, 108
were foreign-based multinationals and the remainder stoengerivate companies, but
19 out of the 20 largest employers (including banks) were quétime controlling
entire sectors. The current privatisation of nationdligempanies, initiated in the late
1980s, is leading to the break-up of some large enterprisesefore they are sold
off, as in the case of Telecom Portugal (in part sepdréiom the Postal Office),
although a number of privatized firms are likely to look foergers in order to
compeée in the single European market. The privatization proeess still very far
from completion in 1991. Concerns about a possible loss oestoncontrol over
strategic sectors have been insistently expressed bygRese capitalists dispossessed
in the so-called ‘'wild-cat nationalizations' of 1975 whe &eeking favourable
treatment from the government. But unions, particularlye tbommunist-led
Intersindical, have also voiced opposition to the lafssational economic control: up
to 1986, Intersindical had fought (with the PCP) a solicamypaign against Portugal’
EEC membership on the same grounds. Other Portuguese erdtgprdrowever, are
showing an interest in acquiring control of privatized panies, often in partnership
with foreign investors.

Private enterprises are marked by great disparitieizé sechnologywork-
force skills and conditions of employment. There lgher proportion of small firms
than anywhere else in the EC, with 75 per cent of fifexxluding self-employed
individuals and companies without waged employees) employingr félaaen 10
workers (see below table 14.4). Since the 1970s, domestipacoes (though not
multinationals) have tended to move away from large @atnations of workers in
single establishments; corporate organization is increasci@lyacterized by greater
flexibility, mobility and decentralization of production. Fhireflects financial
problems, economic and political uncertainty and bad mes@f the revolutionary

period, but also strategic considerations, internationakeharends, new market



trends, new management policies and the introduction arexdd technologies. The
rebuilding of large domestic economic groups (partly dletk pre-revolution groups,

partly new ones) since the mid-1980s also seems to bwiiadidhis pattern.

Table 14.4 Company size and employment (1989)

Employees  Number of % of Average Share of
companies companies f staBmployment

1-9 99,113 75.3 4 17.3
10-19 16,227 12.3 13 10.3
20-49 10,306 7.8 30 14.7
50-99 3,359 2.6 69 10.9
100 - 199 1,512 11 138 9.8
200 —499 853 0.6 298 12.0
500 - 350 0.3 1,510 25.0
TOTAL 131,720 100.0 16 100.0

Source: MESS (Quadros do Pessoal)

Foreign multinationals are the leading companies inraéwedustrial sectors,
notably cars, chemicals, petrochemicals, food, clothelggctrical equipment and
electronics. As a rule, they can afford to offer bettages and working conditions,
well above the minima established by industry agreements. nadtienal export-
oriented firms, predominantly small or medium-sized, haweenb increasingly
compelled to improve productivity, technology, managementl @ommercial
strategies, but many have so far failed to keep pace wdidernization. Only low
wages (especially of women workevegho were paid on average 32 per cent less than
men in 1991) and the resources of black econermcluding the widespread use of
child labour— have enabled these firms to go on exporting. Thenatenarket is also

becoming more competitive and over the last decade meamatly oriented domestic



firms have faced increasing foreign and national competition, lzangk had to prepare
themselves for the completion of the single Europearket.

Since the early anthid-1980s, the restructuring of declining heavy industries
such as shipbuilding and steend of sectors (such as textiles) facing tougher
international competition, has led to large-scale rddooies and chronic
unemployment, creating serious social problems situationggions (such as the
Setubal Peninsula and the Ave Valley) heavily reliant oglesimdustries.

In the public sector, the ending of state monopolies angapagons for
privatization have also led to widespread job losses. Sdwtor has been often
associated with overstaffing and rigidities arising frawllective bargaining (e.qg.
automatic wage increases, seniority-based promotion, sichatles to job mobility).
Company managements are trying to solve these problemsuiviteclaring war on
the unions, and workers affected by rationalization are bsangpensated. However,
less consensual restructurings, involving drastic cuts inwbek force or the
dismantling of collective bargaining, are taking placeame chronically loss-making
'dinosaurs' in heavy industry and transportation.

Ten years ago, such developments, and indeed the aceemthrnbe very
notion of privatization by the unions, would have beewmoeivable. On government
instructions, state companies have used direct incerttivestice workers to accept
change and this has helped soften the unions' defence giutilic sector- though
perhaps not as much as the repeated defeats of the tbft 985, 1987 and 1991
general elections. The workers themselves have becomeagingly aware of the
requirements of competitiveness and they are also owmwteby the prospects of
foreign takeover. In Centralcer (the leading breveenghich once had a 70 per cent
domestic market share), half the 2,400 staff signed aiguetib the government in

199(Q shortly before privatisatigrasking for control of the company to be returned to



its former owners and claiming that it should never Hasen nationalized in the first

place (Centralcer is now controlled by a foreign multinaéibn

Employers' Organizations

The transformation of the employers' organizationgahesoon after the
revolution of April 1974. The oldjrémios renamed ‘associations' and developed into
autonomous and genuinely representative bodies, even ifdseynembers with the
ending of compulsory affiliation. Few new primary assocret were formed and the
regional and sectoral domains of the existing organizati@ne also retained. The first
significant step away from the corporatist representaiuecture was the creation of
the CIP (the Confederation of Portuguese Industry) in 19id, followed later by the
CAP (for agriculture) and CCP (for commerce), to whicl tajority of the former
guilds affiliated These confederations may also be seen in some waykeas
successors of the old vertical or mixed 'corporatiavisich had been seized by union
activists and dismantled following the revolution (Gaspar 1988)

The main objectives of the employer organizations betwk¥’4 and 1975
were to counterbalance the new political influence and bangapower of labour, to
create an entirely different image for the entrepueial class, to seek accommodation
with the new rulers and, subsequently, to resist thelwgonary process. They largely
failed in all these aims. Thousands of owners and top geasahose to leave the
country and employers' organizations were compelled dtvadegy of mere survival
until 1976.

Apart from some experienad industry bargaining during the final years of the
corporatist regime, the 'national guilds' had functionedelg as official channels of
communication with the government. (The large econogricups were able to
influence the political system more directly, througdrgonal contacts with different

sectors of the state apparatus (Makler 197639 a result, the new employers'



organizations and most individual employers were ill-eqegpfior free collective
bargaining, and for dealing with a wide range of claimskegrand new workplace
organizations (the 'workers' commissionssee below). Thus, a major aspect of the
post-1974 reorganization was the development of bargaining sesigtuthe sectoral-
regional associations, under the guidance of CIP. Hemyeahe confederation was
unable to enforce a common strategy of bargaining upomiptgers.

Initially CIP adopted a politically neutral or even apoldéldmage, seeking to
deflect accusations of connivance with the old regimeeéddrs were chosen for their
lack of involvement with the previous order or with theinlmaconomic groups. CIP
policies were conciliatory and reformist: it accepted #ualization of strikes, albeit at
a time when the regulation of industrial disputes seetmednly way of controlling an
unprecedented strike wave; and it supported a ‘concerted negontripartite
arrangements, ‘industrial democracy' and negotiations &vels with the unions. It
also backed the introduction of a national minimum wageaandpted the unions' case
for narrower wage differentials as a way of reducing saeégualities. CIP proposed
an ambitious national housing programme financed by emoyed the state and
administered jointly with the unions, and in early 197%vas even prepared to accept
a programme of moderate nationalizations and a larger retie in the management of
the economyCIP's reformist proposals were simply ignored by Intelisal, the sole
union confederation at the time. To Intersindicalselg linked to the orthodox PCP,
CIP embodied the threat of a return to ‘fascism' and 'paynaapitalism’. In 1975,
CIP's headquarters were destroyed in a riot and its digsolutas demanded by
several labour organizations.

With the end of the revolution in November 1975 and the graaduatgence of
the centre parties as the main political actors, Qi€ral image rapidly waned. Open
links with political organizations were still avoided, despite existence of numerous

personal ties with the CDS and the PSD; indeed CIP adapisdmore unambiguous



and uncompromising political stance than the partiesas associated with. Often
referred to as the party of the entrepreneurial clasgjas in the forefronof the
struggle against surviving revolutionary measures and the e@opolities of the left
and centre-left democratic governments (Gaspar 1988)

From 1976, while the entrepreneurial classes began theirrslmawvery from
the shock treatment of 1974, the main targets of CIP's criticism were the economic
section of the new constitution, the legislation asmdssals, industrial disputes and
‘workers' commissions', soaring budget deficits, 'marxisth@mic planning and the
inefficiency of public enterprises (not affiliated to CIR).the early 1980s, the new
CIP leadership began openly to demand the end of statepwolies, privatization of
the economy and the drawing up of a new constitution. Gifeasingly intervened in
politics, for example supporting or opposing governmentitemas. Although it lacked
representativeness and praaddfew services to its members, it was nonetheless a
powerful pressure group advocatiagredued state role in the economy and the
improvement of the competitiveness of Portuguese entespfianto, 1990)

Between 1977 and 1984 CIP abandoned its previous proposalsptitii
'social contracts' and until 1990 rejected any bilatesgotiations with the union
confederations. Despite their doubts over the value atertation, the employers’
confederations took their seats in the Conselho Permanenterder@cao Social
(CPCS) set up by the PBSD coalition government. Two years later, they signed the
first agreement on incomes policy with the governmentthadJGT, the socialist led
union confederation. The initially grudging acceptance of GRCS gradually gave
way to active support for institutionalized tripartite camagon. In 1990, a series of
unprecedented bilateral meetings between the employarramd confederations took
place. Although they had not resulted in any agreementebgriti of 1991they paed

the way for the tripartite negotiation of a broad Ecummand Social Agreement in



October 1990 (see the section on social concertatiomwpealod additional agreements
on single issues in 1991.

There are no reliable datan membership of employgrassociations. Since the
early 1980s, CIP has claimed to represent 35,000 private compaeadys 75 per cent
of the total. However, a recent empirical study (Cardesocal. 1990)covering
companies with at least ten employees indicates a 66gperate of affiliation to the
primary associations, which are not all members of tiffe @hile according to union
sources, overall membership density of employers' adsmts may be even lower
than the figure of around 30 per cent for unionized workers.

After 1974, the old regional multi-sector associationsciviiad survived state
corporatism, wereetained as a parallel but functionally differentiated strtest They
provide a wide range of services to member fionsechnological development, sales
promotion, international fairs and vocational trainirsgnd leave industrial relations
functions almost entirely to the sectoral associatidime regional associations, as they
are known (though the sector associations are also edyidrased), have smaller
memberships, but they are more locally rooted and faemetganized, and have an
image of political moderation and pragmatism. Over 3,000 indu$tms, including
public enterprises and subsidiaries of multinationals, darectly affiliated to the
largest regional association, the Lisbon-based AlPo@asao Industrial Portuguesa)

The existence of two separate employer structures has led degree of
competition between them, especially in manufacturing. iDest attitudes towards
the public sector, state intervention, economic policiEsiropean integration,
international competition and privatization, as welldegp-rooted regional rivalries,
are the main causes of division within and among thewsrassociations. This also
explains CIP's hitherto unsuccessful attempt to affiliate AIP and other regional
associations of industrialists, and the difficultiesetting up a unified national body to

represent all business interests. After two failed laesdh 1975 and 1979, CNEP



(National Council of Portuguese Enterprises, grouping CIP, @A® CCP), was
reactivated in 1990, just before the first bilateral sumalks with the unions took

place.

The Unions

The Phase of Communist Dominance of the Labour Market

Almost fifty years after the dissolution of the CGT ane {btrohibition of
strikes, and 41 years after the establishment of staterebigm, the restoration of free
unionsin 1974-6 coincided with communist hegemony in the labour moveraad
the emergence of deep ideological and political cleavagdmdgaeventuallyto union
pluralism (Barreto 1991)

In the final years of the old regime, opposition astwiled by the communists
had gained control of a number of 'national unions’, whidisequently came together
in Intersindical, a strongly politicized coordinating dyo soon banned by the
government. Emerging from the underground following the rtdici of 1974,
Intersindical sought recognition as the legitimate peagamration of the emerging
union movement. The 'national unions' themselves weredsgdasolution, since some
of them had already withdrawn from the orbit of the r@ldime and communists were
rapidly extending their control over the remaining. Evempulsory dues for non-
members were maintained by the new government at Intersiisdiequest.

The socialist and the social-democratic parties hafirsaitonly very limited
influence in the unions. The PS, firstly founded in 187%, Wigtually disappeared in
the 1930s following the establishment of the authorari@egime, and its
reorganization began only in 1973. The PSD was founded shétgtytiae fall of the

old regime. In practice, the illegal PCP alone had mah&gesurvive as an organized



opposition forcelts strategy of infiltrating the corporatist unions gaveansiderable
room for manoeuvren the transition to democracy, when the unions were at the
forefront of the political process. Intersindical widee first organization to demand
large-scale nationalizations.

In 19745 two-thirds of existing unions affiliated to Intersindicalhe
confederation successfully headed off attempts to form umans, and won a legal
monopoly under the union law of 1975 which prevented thebledtenent of new
organizations in competition with existing ones, from wdakp to confederal level.
Thus the corporatist system of single unions was perpetimstetie revolutionary
movement. Union structure and government became highly teedrareproducing to
some extent the internal organization of the PCP. Neanustructures were created to
coordinate local unions in each region (distrito), diredtigiriced by the confederation.
Intersindical also took the initiative in setting up nevsoasations in areas where
unionization had not been allowed before.

While the communists were able to secure the leadershipmotathe entire
union organization, real control of the rank and file turoed to be much more
problematic, as the unions attempted to moderate workergandisnand channel them
towards the government, in which the PCP participated. Meremew workplace
representatie bodies, the comissdes de trabalhadores (workers' commissi@as) be
to emerge more or less spontaneously outside union coitipeting in some areas
with the unions' workplace organization, they initiategatiations over a wide range
of issues, called strikes in the face of union opposifi@guently demanded purges of
management and even took over the running of hundreds ofcongianies.

The workers' commissions were supported by various leftidt raaderate
factions opposed to the PCP and for a while they were sean alternative to the
Intersindical organization. After the revolution, the Wens' commissions were

recognized by the constitution and regulated by law, whichiroeshfthem to the



'supervision of management' (a dead letter in practind) ta participation in the
administration of welfare matters within the firm.

Only about 1,000 such commissions have been officially exgidf though
many thousands could have been formed under the lawntayebe elected in each
establishment). A recent Intersindical survey, rembrt¢ the union's National
Conference of December 1991, revealed that over 60 perofetite registered
commissions are now inactive, but in the public sector andome large private
enterprises they are regularly elected and operatiored. iftitial conflict with the
unions has largely subsideahd the electoral lists for the commissions are now ysuall
organized or influenced by the unions. The unions were gaxetusive collective
bargaining rights in 1976; in practice, however, workers'm@sions have a role in
handling grievances, presenting claims and negotiating ‘ialty'nmat company or
establishment level (see the section on collectivgaming below). The commissions
also have the right to be consulted before theuetstring of companies or sectors, on
redundancies, decisions concerning working hours or new graingromotion
criteria, etc. In a few cases, they have signeddsoontracts' with the managements of
companies in economic difficulties, in order to avoidsai@

In 1975, the communist leadership of the union movemend faiter criticism
for its active support of the increasingly radical gomeent. The struggle against the
legal monopoly of Intersindical became a central jgalitissue for the parties opposed
to the communist revolutionary objectives and in 1975 and 1976 the moderate,
socialist and social-democratic factions won the ®lestin a series of important,
mainly white-collar, unions, which had previously been stipmgpresented in the

Intersindical leadership.



The Emergence of Parallel Unions

The new constitution (1976) removed the Intersindical'sapoly and allowed
the free establishment of trade unions at any level. FA®@6 on, new (‘parallel’)
unions were created in almost every sector, occupatidrpeofessional category, with
the main exceptiorof banking, which continues to be unitary. In 1978, moderate
tendencies led by the unions of banking, insurance and @figgoyees founded a
second union confederation, the UGT (Unido Geral de Trabalhadofesneral
Workers' Union). This alliance had the support of the twonrparties, the PS and the
PSD, finding common ground in their attempt to break the hegembtlyedPCP and
Intersindical over the union movemehiGT started out with 30 unions and currently
has 60, against 150 for Intersindical (also known since 1970GAsP, Confederacao
Geral dos Trabalhadores Portugueses). The new confederation faétlatd the
majority of the existing independent unions

Despite numerous mergers, the number of unions has risarttie 1974 figure
of 328 to the current total of 370. This reflects the rapid ms¢he number of
independents during the 1980s, frequently as a result of dgenémtation of larger
organizationsThere are now more than 150, mostly small, occupationeden grade-
based independent unions among groups such as airline p#atsdtivers, dockers
and civil servants. Operating either as labour marketlsasteas lobbying groups or
both, they are highly cohesive and effective organizatitimsugh they do not see
themselves as part of the wider union movement. Theneshcommon desire to avoid
integration in broader organizations, to defend theiiqdalr interests and to preserve
their autonomy from government and from political paréied ideologies. They reject
egalitarian policies, narrow wage differentials and iotecupational solidarity. UGT
and Intersindical view them largely as egocentric inte@mganizations serving

privileged minorities.



UGT has proposed the creation of a new organizationaksteuwith a limited
number of natioal industrial unions on the German or Austrian model of (U@&$
always had close links with the union movements of ceBuabpe and Scandinawa
though not, given the traditional social, economic and ipalitbarriers between
Portugal and its Iberian neighbour, with its namesakeSpamish UGT). However, the
plan has made little real progress. Traditionally-organiz€d unions have defended
existing demarcations and have resisted even the rbegius mergers in banking,
insurance, services, transport, education, and fisheries. néw national industry-
based UGT unions in textiles and clothing, metal, chemi¢alscommunications,
construction, energy, etc. are all weaker than Imdrsal's corresponding industrial
federations; and, with white-collar groups and their unigssting absorption into
large sectorial organizations, they have been unable to adfewertical' integration
of different groups of workers (Intersindical has faced ilaimproblems). Other
occupational and territorial divisions also persist, gomes nourished by the rivalry
between socialists and social-democrats. In 1988 a new caatiedeof professional
and management unions was formed, but it still lacks repetis&tyt

Thus the strongest national trend since 1976 has been thaefmtagion of
labour representation, together with the maintenancecofipational and territorial
divisions inherited from the pre-1974 period. Even within the emidieologically
homogeneous Intersindical, significant steps towards camatem have failed to
eliminate many regional or occupational boundaries ardoi the confederatioa
long time to set up a national network of 19 sector fatiars with effective powers.
Up to 19878, inter-union competition and open hostility between #ibelical and
UGT hindered joint action in collective bargaining and el with government. In
recent years, however, there has been something efamailiation between them
especially with the joint calling of a successful natiogeneral strike against the

liberalization of dismissals. Until 1991, the emerging dmlation between UGT and



Intersindical was somewhat patchy, but there are nowppeis of a much closer
relationship in the 1990s. However, cooperation between individual unions in
collective bargaining or joint action in industrial dispsitare still the exceptipn
particularly at industry level. This has led to the dugdion of bargaining in many
sectors, adding to the fragmentation caused by the grdwtparate negotiations with
independent unions.

Since there are no recognition procedures and the law doedimdate any
criteria of representativeness (few legal requiremargsnot enforcedyn the grounds
that they may be unconstitutional), all unions are idened to be representative and
have the same rights. Thus collective bargaining depengeslyiaon the employers'
willingness to negotiate with a particular union. This giora has permitted the
employers, including public enterprises and the governmenhelp new UGT or
independent unions get off the ground by rapidly reaching agreeméhtthem; as a
result, Intersindical's virtual 'bargaining monopoly' in thenufacturing, construction,
electricity, road and urban transport, post and teleaomuations and large sections of
the civil service, has been broken. UGT is dominant anlyainking, insurance, white-
collar occupations of industry and services and some seabrthe public
administration; while the independent unions organize professanth managerial
staff and several categories of high paid workers withiapleargaining power, mainly

in the public sector.

Membership, Organization and Finances

According to probably somewhat inflated estimates, Inezd per cent of all
wage and salary earners are unionized, corresponding to yougglmillion people,
but with a very unequal distribution across industriestween public and private
sectors, large and small enterprises and between ladyesraall enterprisesThis

places Portugal in the group of western European countitbstiae lowest union



densities, but aheanf Spain, France and Greece. Intersindical may repré&seper
cent of unionized workers, the UGT 30 to 35 per cent and theendent unions less
than 10 per cent. All the largest organizations belong tonteesindical or the UGT,
which together account for 210 of the 370 unions.

Overall membership has fallen continuously since the lat@sl@¥hough the
effects of the old system of compulsory dues, abolishet®75, continued to keep
density artificially high until about 1977. In 1977, the compulsoneck-off system
was abolished by a socialist government explicitly as aotayeakening Intersindical.
While many public enterprises have agreed to deduct the deestlsén, private sector
employers' associations have opposed cooperation ini¢ldsaind contributions are
now mostly collected by the unions.

Several other factors are more important in explaimiaglining membership.
One is the very significant rise since 1976 of temporarykwamd of informal
employment in the black economy. The phenomenon, agamSeflects the pressure
of high unemployment, but has been aggravated in Portugaélpetistence of rigid
regulations on dismissals. The estimated proportioninedrmal employment in
construction is 50 per cent, consisting overwhelminglyadteq illegal) immigrants
from the former African colonies, but it is also sigerdidint in the clothing and footwear
industries and certain services. Probably as a conseqummsruction (the largest
industry in employment terms, with over 300,000 wage earnass) Umion density of
barely 10 per cent, the lowest in the country. The losmariy thousands of jobs in
union strongholds, poor member services, inter-union congogtitnion politicization
and factionalism, the reluctance of younger workergoin unions, and employer
pressures, are also commonly cited by union officials ataeations for the falling
membership.

The unions have experiesd increasing financial difficulties. Added to the

'natural’ causesf low union density, declining membership, the low level of dioes,



wage and the lack of resources inherited by most corpotetishs, the situation is
considerably worsened by the duplication of resources arnck lemrsts as a result of
union pluralism. One consequence is that strike funds argvedyarare. Only small,
cohesive, mostly independent unions with comparatively -paal memberships
(pilots, air controllers, train drivers and so onydauch funds and they use them to
great effect

The scarcity of resources obviously affects the confedesattoo. A
considerable number of unions are unable to pay thi@iagdn fees and both UGT
and Intersindical, as well as several primary uniors/ehalways had to rely on
'international solidarity’ in the form of substantisdsistance from foreign union
movements. UGT is notable in that over 50 per cent ofink®me from union
contributions in 1990 came from just one of its 60 affiliatee Union of Banking
Employees of Southern Portugal, the richest and laqg@sary organizationin the
country, with 46,000 members.

The Lisbon based banking union, prominent in the creatidntersindical in
197Q and subsequently of UGT in 1978, has been governed successivalytby
main factions and since 1988 has been led by an unusual elldreocialists and
communists. The singular success of banking unionism in Porfug@mnization
approaches 90 per cent) is partly due to relatively privilegedtment under the
corporatist regime, but membership has more than doubled tiacesvolution, in
sharp contrast to the general trend. The Union of Metaitké&vs of Lisbon, for
example, has lost ndgrhalf of its former 70,000 members since 1975, when it was the
leading unionin Intersindical. In the banking unions, services to memlaee well
developed, and the conduat collective bargaining and industrial disputes has been
very effective. Strikes are subject to ballots, inwéfactions cover the whole political

spectrum, and the governing bodies are directly elected ircargtiested elections with



high turnouts. Very few unions combine the same featureg® with a comparable
membership.

Nevertheless, the multiplication of new domestic aneifpr banks since the
1980s and the current privatization programme may pose i@usethreat to the
banking unions too. Private banks, where union density eppede much lower, are
offering considerably higher wages and adopting different appesato personnel
management and work organization; as a result, collesixgaining is losing some of
its significance. New policies include greajob mobility, more flexible working
hours, and, in the case of the largest new private ba@liBdanco Comercial Portugués,
the rejection of female employment; this flouts equal ofppity laws which have
often not been enforced in practice, and has provoked @enoratory report by the
Commission for Equality in Work and Employment (Comissédo atgualdade no
Trabalho e no Emprego), a tripartite body created in thg £880s

The changes taking place in the banking sector may becdtgali in other
industries as state monopolies are dismantled, and fudévelopments are likely in
response to the single European market. In the medium bewever, a drastic fall in
unionization in privatized enterprises seems unlikely.

The number of full-time officia in Portuguese unions is very lowonly 300
out of Intersindical's 5,000 officers are union employed®mugh some ‘lay’
representatives in large, mainly public, enterprises algt Wwdi-time for the union-
and in general they are poorly quadi The recruitment of younger officers is
becoming increasingly difficult. A lack of resources andcdmination against
activists (in the form of los®f pay and promotion) makes union jobs extremely
unattractive, at least to skilled workers, and most actigistsmotivated primarily by
strong political commitment. Party militancy may be viewasl a major force
sustaining union organization within Intersindical and ewenUGT. Religious

motivation is also still importa: although the church failed in its long-term attempts



to promote Catholic trade unions, a considerable numbeurcérg union leaders and
activists, including confederal officers, began their earein the 'schools’ of the
Juventude Operaria Catolica and the Liga Operaria Catdlica, particulamytqtlee
1970s.

Union leaders and activists are given party responsibilires political jobs
(and even appointed to party executive badithough this formally prohibited under
the union law). Formally, only personal ties exist betwepions and parties; the
unions do not provide financial support to the parties, noe lthey any right of
representation in the party bodies. During the 19808, ffer cent of members of
parliament were UGT and Intersindical union officers anfederal leaders. In theory,
the three political parties receiving the most votes arepro-labour (Socialists,
Communists and Social Democrats), though none of thesrged historically from
the union movement, which practically disappeared for adeaifury until the 1970s.
With the advent of democracy, all the main parties sbtmlestablish root&n the
working class, and party activists played a large patbuitding and running the
emerging union movement. Asesult, the unions have functioned largely as vehicles
of political influence. Over the last decade union achies become less ideologically
determined, but the links between unions and party polititpvail, except in the
case of independent unions

In the confederal bodies of UGT and in most of itsliaféd unions there are
formally organized political factions (tendéncias). They hamestitutional rights such
as the nomination of candidates to the leadership,leydare generally represented on
union bodies on a proportional basis; in practice,utien's top executive body (the
secretariado executivo) is composed of an equal number d@listscand social
democrats The factions are nevertheless considered to be indepeffdent the

corresponding party leaderships. Intersindical rejexarozed factions, but permits a



limited pluralism in confederal bodies, with a clear majoofycommunists and a
minority of left-wing socialists, Catholics and otheredl groups.

The dominant Communist influence in Intersindical makesare centralized,
cohesive and disciplined than UGT, where the main tendeamesiore balanced and
the ideological cement is far less important, even withm factions (several sub-
factions exist). The UGT's leadership finds it much harflan tintersindical to lay
down common positions for its member unions on issues @gg@loAction, tripartite
concertation, collective bargaining and union structdesn@arcations, mergers, etc.).

The predominance of political actiam Portuguese trade-unionism results from
several structural features: the historically minor rofe societal self-regulation
(including collective bargaining) compared to statutory l&gn, partisan control of
the unions, the prevailing weakness of unions and a chrong diiemployers'
associations towards lobbying and reliance upon governmenowkiodl the 1974
revolution, these features were reinforced by econonsiscand a much larger state
role in the economy. Unable to prevent the rise in ut@ynpent or the fallin real
wages between 1976 and 1985, the unions directed their energiesvéntiplg the
watering down of the labour legislation passed afterekielution, a legal framework
which Intersindical praised as the most advanced in weE@rope. The unions have
been only partially successful in their aim, but they usedigadlaction, including a
successful general strike in 1988, to secure what may wetllelirenbajor achievement
in the 1980s: the maintenance of union rights and the piatecf the main legal
provisions on job security and the right to strike. R&BT, the creation of the
Permanent Council for Social Concertation by the doaligovernment in 1984 was
another outstanding achievement.

Union pluralism, which does nbiavesolid traditions in Portugal, was largely
reflection of the deep political divisionsf the revolutionary period. Subsequent

domestic political developments and major internatianants have helped soften



those divisions: socialists and communists have remaimggdher in opposition to the
PSD government since 198bhile the crisis of the communist world has had a great
impact on the PCP and particularly on Intersindical.dReshe ousting of reformists
in the PCP, the party has not been able to purge the urgamipation in the same
way, and Intersindical has, for the first time, beksplaying considerable autonomy
from the party. The ascendancy of the reformists g@werrthodox communists in the
leadership permitted Intersindical to join the Perman@auncil for Social
Concertation in 1987 an establish formal relations with UGT in 1988. The earlie
sharp antagonism between the union confederations is ggrgvatig to more muted
differences of approach, except perhaps on the questithe ddw on dismissals and
the issue of flexibity. These developments mean that the cost of pluralismsoary
appear unacceptable to the unions. In 1990, the leader of UGTieappeasonally to
Intersindical for the two organizations to merge by thé ehthe century, but both
unions are aware of the complex political issues that Ibe settled before this could
be achieved. More pragmatically, in 1991 the union confedesatigreedo develop a
joint strategy in order for confronting the problemsEafropean integration and in

particular its 'social dimension'.

Collective bargaining

In the late 1970s, collective bargaining was almost pamhlysatly as a result
of Intersindical's unwillingness to make concessions t® émployers and its
preference for direct government intervention in wage letigm. The emergence of
the 'parallel' unions and the pragmatism of UGT led toréisemption of collective
bargaining in the 1980s and by the end of the decade it waspwadds In 1989 near

two million wage and salary earners98.5 per cent of those in legal employment in



private and public enterprises were covered by industry agreements, government
extensions of industry agreements, company agreements antbist regulations in
individual industries or occupations. Taking all wage and wadarners (over three
million in 1989), 61 per cent were covered by collective agesg#s or government
extensions, 3 per cent by direct statutory regulatioqsivate industries, 17.5 per cent
by civil service statutory regulations and 18.5 per cent wertecovered by any
collective regulation or were workers in the black econoOnly 5 per cent of all
wage earners were covered by company agreements, mqgstilglio enterprises.

The reform of the legal framework of collective bargagihas long been on
the political agenda, and consensus was apparently reecch®800on the changes to
be made. However, in 1991 the law still regulated the proness/ery detailed way,
laying down a host of regulations covering procedures, timedseead the scope and
content of bargaining. Public enterprises have been culbge further controts
managements must follow strict bargaining guidelines daien by the government
for each set of negotiations and, when an agreementashed, the sponsoring
minister's final approval is required.

The negotiation process is voluntary, since practicatlysanctions can be
imposed on the parties unwilling to negotiate to participate in mediation or
arbitration. During the 1980s, the government gradually ceassdu®e direct statutory
regulations in cases of bargaining impasses, a legal iexpedating from the
corporatist system when strikes were prohibited. Howemere both sides accept to
bargain formally, they must comply with all legal reqments. When an agreement is
reached, it has to be registered and published by the MimistEmployment, thus
becoming legally enforceable and extendible to other erapdognd workers or related

industries. Its validity only expires when it is repladada new agreement, which

! The figures do not include employment in central andllgovernment, public education and health,
where the rules and working conditions are establishatidogovernment after consultations with the
unions; nor most rural workers or, of course, employmebtack economy.



according to the legislation cannot be less favourabtédovorkers than the existing
one. The first negotiation of a formal company agreenentewed by individual
employers as a step with far-reaching implications; sionee an agreemerns
concluded, it is likely to form the basis of further un@aims.

The legal position on the applicability of collective agrents is somewhat
confused. In theory, agreements apply only to the workersseagezl by the signatory
unions. In practice, however, since only one agreemeenfarceable for the same
group of employees within a company (conditions cannot thereintiated according
to union membership), workers may find themselves covered bgraement reached
by a union of which they are not members. Moreoveth@absence of recognition
procedures or criteria of representativenesgeflecting government attempts since
1976 to foster the role of 'parallel’ unions in collectiaegaining— this union may be
in a minority position in the sector. This tends to armeause high inflation
systematically encourages employees to opt for the agrdgeim which wage scales
have been more recently adjusted, which then appligbetovhole of the affected
workforce. The current legal ambiguity allowed UGT and somepegent unions
even when they are in a minority positiento oust Intersindical in the bargaining
process of several large enterprises and sectors (iadily in textiles and clothing),
by negotiatinga rapid adjustment of wages in exchange for giving up provisiows
improvements dating from the revolutionary period. Initelisal has resorted to strike
action in an attempt to keep both the earlier provisions lEddjusted pay, but it has
often failed to win rank-and-file support. Recently the tieXederation, affiliatedo
Intersindical, has been challenging the implementatiban agreement between the
minority Sindetex (UGT) and the emplogeassociations introducing flexible working
hours. Such inter-union rivalry, with each union tryingdistain more favourable
settlements than its competitor, may have temperednipdogers' initial enthusiasm

for UGT's growing role in collective bargaining.



A deadlock in collective bargaining is usually followed bywaéry, though
legally regulated, 'conciliation' procedures before a stekeailed. Conciliation and
mediation services, established by the corporatist regiri®69, are provided free of
charge by officials of the Ministry of Employment. Theocedure gives unions and
employers the opportunity for unions and employers to irvtite government in their
disputes, a traditional practice largely unchanged by theluton. The arbitration
mechanism is private (no permanent arbitration servicgsdxand expensive, and it
became increasingly unpopular during the 1970s, especially athergmployers. In
the 1980s very few disputes were submitted to arbitration, ievpuablic enterprises
where the government had the power to order it. In 1990, tlesjrthe government
and the employstconfederations agreed to set up a compulsory arbitratgiers.

The tension between an over-regulated and highly legafrstmework and
voluntary collective bargaining may help explain why forg@npany bargaining is so
rare in the private sector, and why industry bargaining haitlsoirpact on working
conditions and terms of employment in leading or exearage enterprises. The role of
government extensions, the absolute dominance of indusitegtive bargaining over
company bargaining and the lack of articulation betweentwee levels are also
legacies of the corporatist system.

The multiplication of bargaining processes and agreementedany union
pluralism and independent unions, and the developmertngp@ny bargaining in the
nationalized sector, are the main innovations in thegdiaing structure since the
1970s. There has also been a move from regional tonaaiimdustry agreements in a
few cases. Despite the attempts made by large industrg-hasens to unify the
bargaining process within each sector, office employedssach occupations as sales
representatives, drivers, managers, technicians, engiaedrsether professionals are
very often covered by separate industrial agreements. séime occurs in several

public and priva¢ enterprises: in the national railway company, for examible,



various occupations are now covered by five different compgrngements, instead of
one until the 1978

While many public enterprises have yearly-amended company agregement
similar agreements in the private sector are very canegring less than 1 per cent of
the total labour force. Industry agreements stipulate minircanditions well below
those prevailing in each sector. Wage levels in the mainnudbaas ha been
estimated to be around 25 per cent higher than thosddaid in industry agreements;
the figure is lower for blue-collar workers and much higher fmnagerial and
professional staff.

Employers' associations have consistently opposed reqrddr formal
company-level bargaining, so as to discourage union activityrmihe enterprise and
maximize employer control over employment conditiohke scope for employer
flexibility at company level also provides a means of mitigpatthe rigidity of
employment legislation. Nevertheless, employers hswyeported those aspects of
labour legislation that favour them, preferring sucliessto be regulated by law than
by collective bargaining, even at industry level

Given that the main subject of industry agreeméntminimum rages of pay
collective bargaining at this leve$ almost redundant in Portugal, at least when
unemployment is not too high. The national minimum wageseevannually by the
government since 1974, forces employers to adjust theirstorages of pay and,
consequently, the entire pay scale. Thus in practicetbhalgap between national and
industry minimum rates is the subject to bargaining. Between &89d The early 1980
the government introduced a statutory incomes policy, inttempt to curb inflation,
leaving even less room for real bargaining. Annual ‘wagengsllior tectos salariais
set a maximum rate of nominal wage growth for all industioa the basis of inflation
forecasts that proved to be unrealistically low. The rgdisooa became counter-

productive, since the unions regarded them as lower limitgealshich bargaining



should take place. The policy, also paralysed colledtargaining and the government
was compelled to intervene more difgct

Economic recovery since thenid-1980s has sustained a high level of
investment and employment, assuring real wage growth garticin the major urban
areas irrespective of union action and collective banggi Actual wages have
increased faster than bargained wage scales for seeasdautive years. In a tighter
labour market favouring skilled or semi-skilled workers intipalar, collective
bargaining may be significant only in as far as governm&tgnsions accelerate the
effects of market mechanisms on the lowest wages. Undercaunclitions, especially
if earnings are increasing more rapidly than productivity ¢gipehe government and
employers may regard industry agreements as a modei@tbagon pay levels. For the
unions, the value of industry-level collective bargaining isifeperiods of recession,
when it inhibits decreases in real wages (the annual awjustof the national
minimum wage has been outstripped by inflatmmseveral occasions: according to
Intersindical estimates, it has lost over 30 pet oéits real value since 1974).

Apart from the very impressive but short-lived gains of 1&/ihe unions have
generally been unable to influence the level of wages anshére of national income
— which fell continuously between 1981 and 199Ceither in the very unstable
economic conditions that prevailed after the establistiraEdemocracy or under the
prosperity of the last five or six years. The effamtshe egalitarian wage policies of
the 197@ failed to last: activities of the independent unions anghddr labour market
have led to a restoration, or evanvidening, of differentials (except possibly in the
civil service).

For more than a decade after the revolution, Inteksahdinions did not press
for the expansion of formal company-level bargaining. Om ¢bntrary, the clear
preference was for industry agreements, since uniorgsitrgras concentrated in a few

large enterprises and the majority of workers, with lowages, were employed in the



smaller ones. ldeological reasons (egalitarianism, unitgy also had a part in this
strategy, although Intersindical continued to support infoonainofficial bargaining
at the workplace. In the mid-1980s, UGT (partially followed tgisindical) began to
support the introduction of a mulavel or articulated system of collective bargaining.
The employers were predictably hostile to bargaining at war&piavel, but in 1990
the employes’ confederations agreed with the unions on the generaladayr of
collective bargaining at all levels, including the company. éNtre less, there are
indications that future employers in companies to be pze@twill welcome and end
to company agreements and a return to industry bargaining.

The rigidities of official collective bargaining can bgaded at company level
by a variety of ‘informal' or unofficial practices: adimig written agreements or not
complying with other legal requirements. The 'social @mg concluded in several
private and public enterprises in difficulties during the 19&espite being written
agreements, should also be put into this category, astémegorarily suspended
certain provisions and rights (the law prohibits such abimgstby collective
agreements). These negotiations were conducted by thenrs'ocommissions, not the
unions, although the former are not legally entitled taqydiar Generally, however,
informal bargaining involves the negotiation of a 'list @émands' or caderno
reivindicativo submitted by the labour representatives. Frequemtynagement will
only deal with the workers' commissions which, unlike the unians, exclusively
internal to the enterprise; moreover, only one workemnsimission may be elected in
each enterprise or establishment, while there may beadewgons. The concessions
made by the employer in informal bargaining are emboiiadanagement minutes,
avoiding the appearance of bilateral agreements. Demaadiequently backed up by
different forms of union action, including stoppages.

Informal bargaining practices are not as widespread and regsildormal

bargaining, but they are much more flexible and fill a \&sd@ap in industrial relations,



by providing a complement to industry bargaining. A sharpndisbn between the two
practices is that informal bargaining is totally dependentunion strength and
bargaining power in each company, while in formal indusangaining the unions can
rely on government extensions. As a rule, however, tieng lack sufficient strength
to establish informal bargaining as a customary practiceeeral industries informal
company bargaining has not developed at all. Detailedagteitze frequency and scope
of informal bargaining are unavailable even in sectors agcbhemical, engineering
and clothing where it is said to be more common. @asan may be that such data
would disclose the strengths and the weaknesses of arganization in a crucial area
of activity.

Against a background of corporate restructuring, company agntenos
redundancies, temporary wage freezes and increased job tynofolimetimes with
virtual no-strike clauses, have been signed in some pro@npanies (e.g. in Lisnave,
the largest national shipyards). But given the sevefityh@ effects of rationalization
on the work force in the private sector, a consensussslilkely to be reached than in
the public enterprises where company bargaining has traditidoesdly the norm.

The predominance of company bargaining in nationalizedpaiges reflects
the fact that they are among the latgemployers, often dominating entire sectors. In
other cases, state enterprises have abstained fromrintkistl bargaining as a result
of government decisions reflecting economic policy oljest In sectors such as
banking and insurance, industry bargaining determines actala¢r(rdhan minimum)
employment conditions, in an attempt to ensure uniformulalosts and provisions
across state enterprises in those sectors; and itscaviar large range of negotiating
issues than does industry bargaining in the private sectarhwhlargely confined to
wages.

The vitality of collective bargaining in public enterprisdsoareflects greater

union strength: unionization averages 80 per cent, accoaofji¢ial data the check-



off system is widespread, and discrimination against atgiai®e rare. The attitude of
public enterprise management towards the unions and workers' ssiomsi (which
are active mainly in the public sector) is more legaliahd cooperative than in the
private firms. Well-staffed personnel, industrial relaoand human resource
departments have been created in most state enterpefiesting the importance of
company-level bargaining, but also management concern diol asputes and to
provide rapid solutions to grievances and problems arisittgeatiorkplace. Personnel
departments have also been developing new hiring, trainingmagtion and
remuneration policies, mostly in dialogue with the unite, workers' commissions or
both. The receptiveness of workforce representativeshémges and new working
methods has increased drastically since the privatizatmeess began; for example, in
the state-owned Petrogal (oil refining and distribution), which is stmie privatized
and exposed to fierce international competition, the gregority of the 6,000 staff
agreed in a work-force ballot to give up the company' s colieeigreement in return
for a large compensation payment.

A further feature of collective bargaining in public adntir@gon and public
utilities is that it is 'informal bargaining’, leading tomenforceable agreements; the
final document (if there is one) takes the form of@nemendation, which is in theory
not bindingon the government. The bargaining process, regulated by legisia
1984, takes place every year before the state budget isvappby parliament. The
legal justification for this hybrid system is the 'sowgngy’ of the statealthough civil

servants have the same right to strike as other groupg€anaps use it more often).



Strikes

After 1974 the number of strikes increased to several hdngearly. The
frequency of disputes, numbers of workers involved and dastsrtise to a peak
between 1980 and 1983. This period coincided with the first eseigint government
since the revolution and with a deteriorating econoamd social situation after the
second oil shock. The main target of industrial actios the wage ceilings. Another
cause of disputes was the alarming spread of a new phenanteo failure of
employers to pay wages. Unable to adjust the size ofwlekforce by cutting jobs, a
growing number of firms delayed payment for several moriipsl984 over 100,000
workers affected. Intersindical organizadnassive and effective campaign over the
issue. The deflationary economic policies of the feiig governmentthe PSPSD
grand coalition, exacerbated the effects of recessionsened employment, and led to
a fall in real wages below the 1974 level. In 1984, at the peakeotrisis, the
indicators of industrial disputes began to show a decline imntB87, when the
economy was already rapidly recovering, they reachedltiveest overall level for the
1974-90 period (see below table 14.5).

Despite the fall in the number of industrial disputes, its¢ $uccessful general
strike ever organized in Portugal was held in 1988. Accordiripd unions, nearly 80
per cent of the work force took part. The action was daimultaneously, though not
jointly, by Intersindical, UGT and a large number of indegent unions, unifying all
the main factions, including a sector of the social deatecthemselves, against the
PSD government. It was motivated by the proposed refortheofaw on dismissals.
The strike changed the PSD's optimistic assessmemwiod its landslide victory in
the 1987 general elections, of its capacity to push throbghges in the law against
union opposition: following the threat of a new generakestrthe law eventually

underwent only minor amendment in 1989.



Table 14.5Industrial disputes, workers involved and working hours lost (19P0)

Year Number Workers Working Average Workingsda

of involved/ days lostluration lost/1,000
strikes strike (total) (days) wage earners

1974% 313

1975 340

1976 367

1977 357 . . . .
1978 333 478 580,419 3.6 236
1979 381 885 621,792 1.8 252
1980 374 1,066 734,536 1.8 283
1981 756 671 941,220 1.8 349
1982 563 609 595,654 1.7 217
1983 532 608 767,676 23 271
1984 550 514 331,100 1.2 120
1985 504 478 335,664 1.4 122
1986° 363 638 381,917 16 136
1987 213 382 113,228 1.4 39
1988 181 859 197,902 1.3 66
1989 307 965 357,377 1.2 115
1990 271 476 146,532 1.1 46

2 Last 8 months only. ® From 19860n, public administration and public services mbidied.
Sources: MESS, INE.

The main sectors in terms of total working days lost betwE386 and 1990
were transport, engineering, banking, textiles and clotlrnthat order. Over the last
five years, transport and banking, both highly unionized sectmmrsnated by public
enterprises, have together accounted for well over hatftaf working days lost (42
per cent and 14 per cent respectively), while basic metals| pretducts, machinery,
transport equipment, textiles, clothing, footwear, leatlled construction together
accounted for less than 25 per cent.

These statistics relate only to public and private ensagrexcluding public
administration, health, public education, etc. for whialiiable strike data are
unavailable; in 1986 the government even ceased to issueictatisstrikes in the
civil service. It is possible nevertheless to say thapth#ic sector as a whole is much

more affected by strikes than the private sector, withiga frequency in the civil



service strikes and recurring industrial disputes in chadigidoss-making public
enterprises, particularly in the transport secta the last decade, however, many
public enterprises have established a more equable relationshigheviinions.

The number of sector (or industry-wide) strikes has dealestsaply from an
annual average of 87 in 198Dto only 22 in 198890, a faster decrease than that of
single-firm strikes (from 468 to 230 over the same @s)ipsuggesting that formal
collective bargaining in the private sector has led wy ¥ew strikes in recent years.
The emergence of independent unions was reflected in a&ablgcincreasen strikes
by occupational groups in the 1980s, mostly in the public sectoravdrage duration
of strikes in public and private enterprises fell, in linthwhe trend in other indicators
of conflict, from 3.6 days in 1978 to 1.1 in 1990, probably the #bviigure since
1974. Again, the main exceptions seem to be the stoppagésdcaut by small,
occupational or grade-based uniamghe public sector, though accurate comparisons

are not possible, due to deficiencieghe statistics.

The Legislation on Dismissals and Redundancies:

The Crucial Issue of flexibily

Perhaps the most insistent demand of the empbgeganizations since the
1970s has been the complete overhaul of the legislatio dismissals, which CIP
viewed as a major obstacle to domestic and foreignsiment and taesolving the
problems of unemployment, unpaid wages, absenteeism, loguginaty and poor
employee motivation. The virtual prohibition of redundascithe narrow definition of
fair dismissal, the legal procedures relating to cousflat this matter and the rules on
severance pay make the Portuguese legislation, despitedtanges since the 1970s,

very favourable to workers with a permanent contract gli@yment



Even during the rapid economic growth and full employnaodrihe corporatist
regime employers considered the law restrictive, but in 1975, hat hlieight of
recession, individual and collective dismissals becuainteally impossible (except on
disciplinary grounds) without the consent of the work door the approval of the
government. The constitution of 1976 also enshrined thet tagjob security’, which
has prevented centre-right governments from introducinge rfiexible legislation.
High inflation meant that the adjustment to the srisom 1977 took the form of a
reduction in real wages rather than employment, largely the opposite of what
occurred in Spain after the oil shocks.

Nevertheless, the problems of declining private investment grogving
unemployment evident in the early 1980s have disappeareduivitiegor changes in
the legislation Since 1976, when the legal rules on temporary work became more
permissive, employers have been able to rely on a weagsgiux of workers on fixed-
term contracts. Since the early 1980s over two-thirds dfiatigs have been on fixed
term contracts; about 19 per cent of all wage earnersr@mve contract of this kind,
not counting other forms of precarious and temporary w@tbcontracting, for
example) and the mass of workers in the black econoitihowt any contract at all.
This has eased the problem of labour market rigidithiough it has also led to sharp
labour market segmentation favouring thase permanent contracts. The unions,
particularly Intersindical, have shown little sensitivto this question, blaming
problems on the legislation on fixed-term work rath@mntbn the inflexibilities caused
by the law on dismissals.

Another consequence of the legislation on dismissalsisprivate enterprises
have become increasingly selective in the hiring of newl@yees. This has been one
factor behind the expansion of personnel management andreébhton of human

resource departments in Portuguese compar8@xe EC entry, vocational and



apprentice training in companies has also developed ragatlyely financed by
European Social Fund grants which currently amount to 1gméro¢ GDP.

CIP' attitude to job security is that workers must competetton their jobs in
the same way that entrepreneurs must be competitiyeteerve their businesses.
Nowhere else in the European Community, CIP argues, theelaw guarantee the
workers' 'ownership of jobs' to the same extent (althabghGreek legislation was,
until recently, similar). The unions for their part claihat employers are seeking to
restore the old authoritarian relations within firmseTomparison with the European
standards, they argue, should be extended to wages, workinditiams)
unemployment benefits and welfare services, which all lagndethiose of Portugal's
EC partners. For example, the coverage of the systeomemployment benefits,
introduced in Portugal only in 1975, is by far the worst of waskrrope. In 1988,
unemployment compensation represented 0.32 per cent of GDRynNky 22 per cent
of registered unemployed in receipt of benefit. Total goawvent expenditure in
support of the labour market (training, direct job creaéind unemployment benefits)
was less than 1 per cent of GDP in the same year, lowarithany other western
European country.

A further revision of the law on dismissals has recebdgn completed. The
change broadens the criteria of fair dismissal tauohelthe worker's inability to adapt
to changes in the nature of the job. The U&Thot opposing the reform; in 1990 it
signed a wide-ranging tripartite agreement (Economic arakalS8greement- see
below) which included proposals to amend the law on dismidsédssindical refused
to sign the agreement, allegedly because of the dismpsaisions, although it

participated in discussions until the last moment.



Social Concertation: The New Paradigm of

Industrial Relations?

The foundation of UGT in 1978, the creation of the CPC3984 and the
conclusion of tripartite agreements between the govemynmibe UGT and the
employer confederations in 1986, 1987 and 1990 are frequently astexilestones
along the road from the impasse of class conflict to ghesent era of social
concertation characterized by dialogue, compromise andtipation (Pinto 1991;
Nascimento Rodrigues 1991). One hypothesis is that the eméngwgparadigm of
the industrial relations sub-system’, when consideredgaide other developments
such as the profusion of national and regional consugtbodies, signals the imminent
arrival of a new wave of corporatism, this time under thsp&es of liberal
democracy.

Undoubtedly, some important changes have taken place #giecéroubled
1970s and early 1980s. However, the neo-corporatist scdadsido take account of
other recent developments. The general strike of Ma@88, supported by the
overwhelming majority of unions, is also a milestone and thiat does not fit easily
with the notion of social concertation. Furthermasbjle UGT has played the leading
role in the concertation processes, Intersindical remamsribre representative union
body. Finally, the climate of relative detente in industriabt®ins since thenid-1980s
must be seen less as a product of the new concertatiocrepdhan as the combined
effect of steady economic growth, rapidly declining uneymient and rising real
wages

In addition, the tripartite agreements reached sodamsless significant than
enthusiastic assessments have claimed. The firstnywortant agreements produced
by the CPCS, in 1986 and 1987, under the guise of 'recommendatioimeomes

policy', dealt almost exclusively with the rate of growfmominal wages in collective



bargaining for 1987 and 1988 respectively. Only the minority UGTesigthe
agreements on behalf of labour, while CIP refused tothigisecond recommendation.
The recommendations were based on forecasts of imflatluch proved correct for
1987; as a result, the first agreement was widely considesetcess and a decisive
contribution to curbing inflationBut in 1988, contrary to expectations, inflation
stopped falling despite only moderate pay settlements, andWit&drew its support
when the government refused to adjust the recommended wageasec No
agreements were reached for 1989 and 1990, but moderation cdrinpesvail in
collective bargaining. Inflation, in turn, rose once moiteglled by huge budget
deficits, external constraints and, to a lesser extbatrise in actual earnings relative
to negotiated wage rates. The experience of 1987-1990 illusthetdsnitations of
unions' participation in a concerted incomes policy orentralized bargaining, when
they are unable to influence significantly the level dtiatearnings through industry
or company bargaining. Under current economic conditions, iost likely
consequence of voluntary wage restraint through cergdabargaining is an increase
in wage drift.

The employes’ confederations have shown relatively little interestdncerted
incomes policies, arguing that the causes of inflation itie excessive public
expenditure. In any case, given the decentralized nafugenployer organization, the
confederal bodies lack the necessary authority to enforsgict incomes policy on
their affiliates (Pinto 1990). At the CPCS the employpracipal objective has been
the reform of labour market legislation rather thantralized pay determinati.

With the Economic and Social Agreement (or AES) of 1986,CPCS became
a forum for government and the social partners to negotihinges in labour
legislation. The AES covered a wide range of issuedeoregulated by future
legislation: dismissals, weekly working hours (cut from 484ohours, with a further

gradual reduction to 40 hours by 1995), working time flexipilvocational training,



unemployment benefits, child labour (minimum age raised ftdno 15), health and
safety at the workplace, supplementary social securitycases of industrial
restructuring, and collective bargaining (removing restristin the scope of
bargaining and the establishment of a compulsory arbiratsystem). A
recommendation on pay policy for 1991 was also approved rigadi a conflict
between the UGT leadership and some of its affiliated gnamtive in the public
sector). For the first time, the annual revision ofth@onal minimum wage was also
subject to tripartite negotiation and included in the AES (etails, see EIRR 208,
May 1991: 10-12)

At first sight, therefore, the AES appears a majapsforward in the
development of social concertation. Behind most of ldggslative proposals in the
AES lies the desire of the parties to reduce the glaringregiancies between
Portuguese provisions on social and labour affairs and fresailing in other EC
countries. It may be argued that such measures would haveintrdmiced, sooner
rather than later. But significantly, social concertatias been the procedure chosen to
implement them. Thus while the content of current Portugirehastrial relations
reflects the external pressures of greater Europeagratien, its form may indicate
the consolidation of the social concertation paradigione the less, tensions are
already apparent between the logic of concertationtlaaidof interest representation
through the party system; for example, social conderntatas made it hard for the
largest opposition party, the PS, with its close lirtks UGT, to criticize the
government's social policies. Indeed, the PCP itself ddthrd job in persuading
Intersindical not to sign the AES in 1990. From a politstandpoint therefore it is
easy to understdnthe PSD government’s attachment to social concertation, which it
has been able to exploit for electoral purposes.

It is still premature to suggest that a new, more stable alnerent system of

industrial relations has developed since the establishment ofcdmeyo Different



layers and patterns continue to interact within a heteexge and as yet ill-dega
system, against a background of successive phases ofdaktbevelopment and a
fast-changing environment (Caire 1987). In particular, istil not clear whether
current trends such as social concertation will pemishe future, nor, if they do,
whether they will consolidate the traditionally dominarie rof the state in Portuguese
industrial relations, or, on the contrary, permit theialo actors to assert their

autonomy.

Abbreviations

AES — Acordo Economico e Social (Economic and Social Agreensagrigd in 1990)

AIP — Associacao Industrial Portuguesa (Portuguese Association of Industry)

CAP — Confederacéo da Agricultura Portuguesa (Confederation of Portuggeselture)

CCP - Confederacdo do Comércio Portugués (Confederation of Portuguesecteah

CDS - Centro Democrético Social (Democratic and Social Cerige kaown as Christian Democrats)

CIP — Confederacédo da Industria Portuguesa (Confederation of Portuguedey)ndus

CGT - Confederacdo Geral do Trabalho (General Confederation ofiLatatlawed in 1927)

CGTP or CGTHAN - Confederacéo Geral dos Trabalhadores Portuguesatersindical Nacional
(General Confederation of Portuguese Workers, usually kiagvintersindical

CNEP - Conselho Nacional das Empresas Portuguesas (National CouRoitofjuese Entreprises)

CPCS - Conselho Permanente de Concertacdo Social (Permanent CouBcitifal Concertation)

INE - Instituto Nacional de Estatistica (National Statiscalitlns)

MESS — Ministério do Emprego e Seguranga Social (Ministry of Employraad Social Security)

PCP — Partido Comunista Portugués (Portuguese Communist Party)

PSD - Partido Social Democrata (Social Democratic Party)

PS — Partido Socialista (Socialist Party)

UGT - Unido Geral de Trabalhadores (General Workers' Union)
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