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Preface

This paper is part of a series of studies examiiridgstrial relations developments in different
countries and regions of the world. It looks at hiadustrial relations systems and practices
have evolved, and at how they are adapting to m@md@emporary labour market challenges. It
is particularly concerned with collective bargamitrends and innovative agreements that
contribute to employment security, social protettiand the implementation of workers’
rights.

The case of Uruguay is unique, given the econométfamancial crisis that it faced in
the 1990s and early 2000s, the subsequent recdherghange in government, and its impact
on the industrial relations system. This paper $esuon the legislative and institutional
changes that took place in the country between 20@52008, which saw the restoration and
expansion of collective bargaining rights to mangrkers. Importantly, during this period,
wage councils were revived, resulting in more hammas collective bargaining processes and
increasing the number of agreements signed wiplartite consensus, amidst an environment
of high economic growth.

Uruguay has achieved progress in private-sectagai@ng, three examples of which
are analysed extensively in this paper: specificall the cases of domestic workers, rural
workers, and the non-alcoholic beverage sectdhdrtase of domestic workers, the first wage
council was set up in 2008 — a first in Uruguayd in many parts of the worl&ural
workers’ wages have long been regulated, althongP0D5, the government moved beyond
this by creating collective bargaining institutiofi$ie unique labour relations in the beverage
sector — not commonly found in the country — are example of effective collective
bargaining.

The public sector has also seen substantial impmenés in collective bargaining
practices since 2005, including the introductionaoframework agreement allowing public
sector workers to bargain collectively on wages.ilgvhipartite negotiation has been present
in the country’s public sector for some time, thesmrecent agreements are more robust,
reflecting a degree of maturity in labour relatidmstween the partners and improving the
conditions of work for many Uruguay public servants

The paper’s findings highlight the significant pregs that Uruguay has made towards
labour relations since 2005, through legislative social changes, as well as through effective
social dialogue and collective bargaining forumy] ¢he impact that these changes have had
on workers. Uruguay's future challenge will be dilap these industrial relations and
collective bargaining achievements to differentgasaof the economic cycle.

We are grateful to the author for undertaking teitsidy of industrial relations
developments in Uruguay, and to Gerhard ReineckbanSRO-Santiago for coordinating it.
We commend the report to all interested readers.

Guillermo Mirand: Tayo Fashoyi
Director, Director,
ILO Santiag«-Chile Office Industrial and Employment

Relations Department

Novembe 2009
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Introduction

Labour relations have changed significantly in Urang since 2005, when a new government
took power. Amidst economic growth, the governmesntried out juridical and institutional
changes that restored collective bargaining rigimd expanded coverage to more workers,
adding the rural sector and, most recently, domesdivice to the traditional private-sector
wage councilsGonsejos de Salaripsand expanding public-sector bargaining.

The revival of the wage councils was well receibgdhe union movement, which had
been calling for action of this nature for morernttadecade, since the government stopped
convening them. Reactions among business peopledyanowever, and although many
agreed to participate, they warned that this cdaddome a mechanism that would impose
some rigidity on the labour market, hurting smaitlanedium-sized enterprises, particularly
those in the interior.

During the period 2005-08, collective bargaininggasses spread at the industry level,
affecting virtually all formally employed workerdhe vast majority of agreements were
achieved through consensus: of the 213 agreemdgteds during the 2006 round,
184 reflected tripartite agreements. In 2008, altfio the percentage dropped slightly,
consensus nonetheless remained the rule, with 1830221 agreements signed reflecting
tripartite consensus.

The main result of negotiations was an increasemiployees’ real wages, by 18.6 per
cent on average over the four years. This occuatedg with growth in employment, by
almost eight percentage points during the sameageWhile important, these achievements
have not resolved all problems: the national mimmuage remains low despite significant
increases; many workers have poor quality jobs; arajor groups remain vulnerable.
Moreover, some limits on both the form and the entg of negotiations require enrichment,
and some attitudes must be changed for progresstoue.

The first three sections of this paper examineet®nomic, juridical, and institutional
contexts that frame labour relations. The fourtttiea looks at the actors involved, and the
fifth deals with social dialogue and collective grgining, presenting some general results from
three case studies: negotiations in the domestidcgeand the rural sectors as innovative
examples of bargaining, and negotiations in theekme sector as an example of an industry
with a long tradition of negotiations, innovativentent, and results adapted to contexts. The
final section presents the conclusions from redoltdate and offers some reflections on the
future of collective bargaining.







1.

The economic context 2003-08 *

The four-year period from 2005 to 2008 was a matketbbust economic growth in Uruguay,
following at the heels of an economic crisis thiarted to recede at the end of 2003. The
economy strengthened in the ensuing years, aclgimonsiderable equilibrium and positive
results by 2008.

1.1 The crisis as starting point

The economic crisis that began in late 1998 anly 4299 in Uruguay (after the crisis ended

in Brazil) reached its lowest point in 2002. Thaty, the economy contracted, with the gross
domestic product (GDP) falling 10.8 per cent. Adtter, from 1999 to 2002, the economy

suffered a 17.5 per cent drop in activity.

A financial crisis also took place, due to debtevihdrawals and changes in the foreign
exchange policy, which resulted in the devaluatbthe peso and therefore serious problems
for debtors in dollars and the banks to which tbexed money. In the first half of 2002, the
Uruguayan Central BaniBanco Central del UruguayBCU) took over two banks and, in late
July, it froze all banking activity for a week,the end of which, four banks were suspended.

In this context, the labour market suffered. Ase¢benomy plunged, the unemployment
rate grew, to a record high of 19.8 per cent inSbptember—November 2002 quarter. The real
average wage fell almost 11 per cent that yealeatiig higher inflation, the government’s
efforts to control public spending on wages, amdhigh unemployment rate.

1.2 The recovery since 2003

The Uruguayan economy began to recover in 2003vI§ldhe banking system managed to
consolidate amidst international and regional cionk favourable to the country. The
depreciation of the real exchange rate, improvesnémtinternational prices for the main
exports, the reopening of meat markets, and higkimrnal demand boosted exports. Domestic
consumption also improved, as the labour marketvesed and consumer credit rose slightly.
After falling for four years running, the GDP ro2e& per cent in 2003, soaring by 12.3 per
cent in 2004 as the economy continued to rallyngfisg with many sectors taking up idle
capacity.

Despite these improvements and although unemplotyrpewerty, and social exclusion
improved slightly, they remained high. Employmeose — by 63,300 jobs, according to the
Faculty of Economic Sciences’ Economic Instituigs{jtuto de Economia de la Facultad de
Ciencias EcondémicaslECON) of the University of the RepublidJfiversidad de la
Republica UdelaR) — but in the second half of the year, vihele process slowed, although
the GDP kept growing. The unemployment rate, med#awtieclined and the average for the
urban component was 13.1 per cent. In 2004, howelMeper cent of those employed had
poor-quality jobs, in terms of being underemploy@dnot registered for social security.
Another problem was that the real average wagaerptivate sector had not bounced back,
despite the stronger economy: the 2004 averagd wgser cent lower than in 2003, which, in
turn, was lower compared to 2002.

! Aside from figures that we developed ourselves sewbndary statistical data sources, we used #pesjforts from the IECON
and theCuesta Duarte Instituta the Inter-union Assembly of Workers—National ConventaiiWorkers(Instituto Cuesta Duarte
del Plenario Intersindical de Trabajadores-ConvémcNacional de TrabajadorefCD PIT-CNT) from different years.

2 Data from the National Statistics Bure4ns{tuto Nacional de EstadisticiNE).




1.3 The new government since 2005

The new government decided that its strategy wheldased on an integrated approach to
development, which combined both economic and bqmidicy. Its essential objectives
included increasing investment as key to improvamgployment, and thereby reversing
poverty and social exclusion.

Given the highexternal debtinherited from the 2002 crisis, the government belgg
reaching agreements with international financiaflies. Conditional debt was replaced by
unconditional debt; maturities were reorganizeddeer debts falling due in the coming years;
and debt was reduced, thus producing savingsrimstef interest payments.

In terms ofsocial policiesto assist the lower-income sectors, the governrpassed
Law 17,866, which created the Ministry of SocialvBlepment Kinisterio de Desarrollo
Social MIDES). Its main programme was an Emergency $okssistance PlanPlan de
Atencion a la Emergencia SoGiaANES), which began in 2005 with a budget of UB}2
million. It benefited some 80,000 households or,388 people living in extreme poverty. The
Plan consisted of several components: the Citizew©me (ngreso Ciudadany involving
transfers of about 1,400 Uruguayan pesos (UYU) hignemployment programme3r@abajo
por Uruguay Programa de Opcién Productiyaa children’'s food assistance programme
(Programa de Asistencia Alimenta)jea support programme for the homeleéBsoframa de
Apoyo a los “sin techg’providing day and night-time shelter; and teamprbvide assistance
to street people, among others. In December 26@ R ANES finished on schedule.

In 2008, the Equity PlarP{an de Equidaflbegan. Its purpose was to reorganize social
protection in line with other reforms already inagé. It established a set of structural
components (including reforms to taxes, health,@rgloyment, housing policies, equality of
opportunities and rights), and a set of compontrat create a network for social assistance
and protection (including a new family allowancesteyn to expand coverage and provide
higher assistance amounts for children under 18syeh age in exchange for simpler
components in health and education, aid to therlgldend policies for education, infant, and
adolescent care).

Labour issuessaw the most changes, basically with regard to sablee State took on
an active role and, in May 2005, the wage couneifsispended since 1992 — were restarted
with greater coverage than before, covering thalrsector for the first time in history and,
starting in 2008, domestic service.

A bipartite commission was also set up to activatéective bargaining for government
employees. This succeeded through negotiationdnadifferent groups that became part of
the Central AdministrationAdministracion Central (also for the first time, although some
companies and publicly owned banks and companigsaégotiated previously).

In terms of employment itself, there were fewer sugas and these were less clear,
because the government assumed that with econamidtgwould come a suitable business
climate and a rise in investment employment.

The central objective of thrmonetary policy, meanwhile, was to control inflation, even
at the expense of the exchange rate. This poirarbemne of the key issues debated with
business people, because they questioned theflosmpetitiveness as a possible threat to the
economy’s continued expansion.

The government also began gradually to implementesastructural reforms. These
included reforms to taxation, health care, andytiweernment itself.

The tax reform, which was applied for the first time in July 20Gfiminated some
taxes, reduced value-added taxation (VAT) rated,ciianged the taxable base, applying taxes




on some goods that previously were exempt, creaisimgle employers’ contribution of 7.5
per cent. Most significantly, it changed persomalome tax Ifmpuesto a la Renta de las
Personas FisicaslRPF) to require that individuals pay taxes onome from both capital
investment and work.

The healthcare reformscreated a single national health care systsistéma Nacional
Integrado de Salud which extended guaranteed coverage to virtuallyof those formally
employed in the public sector, all of those in finvate sector, and all of their children under
18 years of age. This is financed using state resswand a higher contribution from workers.

State reformswere the most complex and necessarily involvedrizsef institutional
changes focused on breaking up or decentralizibjadministration. They also put in place
requirements for more professional staff, with arenmational system to define wages and
posts in the civil service, achieved through refalating some processes and retraining staff.

1.4 The main figures for 2003—08

In 2003, the Uruguayan economy started to recavéiflaurished from then on. From January
2003 to December 2007, the GDP grew by almost 4@ert — well above levels prior to the
crisis (see Chart 1) — and in 2008, it soared alk@vper cent, as annual growth reached 8.9
per cent.

Chart 1.
GDP: Changes in seasonally adjusted
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Up to 2006, this growth mainly reflected thrivingnglitions vis-a-vis the international
market, marked by particularly strong demand (neawkets opened up) and export prices that
rose significantly. In 2006, export growth held agtg, but domestic demand also rose
significantly, thanks to higher employment and wagend more state transfers to the most
vulnerable sectors within the population. In 208@mestic demand soared above levels prior
to the crisis.

Domestic private investment performed remarkablyi \aring this period. After it
plunged during the crisis, it later soared, vityidioubling from 2003 to 2008. Nonetheless, it
has not quite reached levels prior to the crige Ghart 2).




Chart 2.
Private investment
(constant 1983 prices)

Inversién privada (pr.cte.83)

20000 \ —

—e— Constr.

—=—Mag. YEquipg

Construction
Machinery and equipment

Despite the generally positive averages, not alicse did equally well. Manufacturing
and agriculture grew significantly, outperformirgyéls prior to the crisis, while services grew
less, maintaining their share of production fron®8.9Construction also grew, but has not yet
reached pre-crisis levels, which is particularlgngficant because of its importance in the
labour market.

Since 2002 (when the CPI soared to 26 per cerfidfion had been falling, reaching its
lowest point, 4.9 per cent, in 2005 The figure 2006 fell within the range forecast by the
government (6.4 per cent). It has, however, beerajr headache for the government since
2007 when prices rose by 8.5 per cent (despite#sis ranging from 4.5 to 6.5 per cent); it
was higher still in 2008, at 9.2 per cent.

Commodity prices increased in 2007, reaching alethighs. Rising international prices
for Uruguay's main exports pressured the domestigket, hurt by bad weather, which
brought scarcity in the case of some vegetableadood prices rose more than 20 per cent
in 2007, strongly affecting the general basket. gbeernment has applied several measures
since then, ranging from changes in monetary pdlicggreements with businesses to keep
certain food prices steady, some of which remaffiect.

Wages, however, behaved differently during thisiqeerin 2003 and 2004, the real
average wage continued to fall, but bounded bacRd@5 after the wage councils were
revived. From 2005 to 2008, the real average wage 8.5 per cent (18.1 per cent in the
private sector and 19 per cent in the public s@cfbhe government also committed to
covering the losses incurred under the previouggowent (estimates range from 18 per cent
to 25 per cent) for the period ending in Februdry®

As mentioned, in terms of employment, the crisizicdt hard. The average annual
unemployment rate reached 17 per cent in 2002 rbddidling (although more slowly than
forecast, particularly in 2005), with numerous exaitions offered for the fact that although
the economy was growing, employment was not regciina similar rate. Some analysts
argued that the recovery in key sectors — sucheawholesale and retail trade, or construction
— was insufficient, that labour costs had risen wuile higher minimum wage and the impact
of the wage councils, that legal changes and greatetrol over the Social Security Bank
(Banco de Prevision SocjaBPS), which brought a lot of workers into forneahployment,
and the Tax Office Qireccion General ImpositivaDGI) caused businesses to freeze key
decisions, and that there were not enough activployment policies. Only in 2006 did




employment again begin to rise in step with thersger economy (particularly in labour-
intensive sectors) and growing confidence. This eassolidated in 2007, an exceptional year
in terms of demand for labour: more than 70,008 jwbre created; as the supply rose, average
annual unemployment fell to 9.2 per cent. In 2008pntinued to fall to 7.9 per cent, with the
creation of 60,000 more jobs.

Despite these figures, a significant number of mpality jobs remain (almost 40 per
cent of the national total involve restrictions daainderemployment or exclusion from social
security). The Cuesta Duarte Institutestituto Cuesta DuartelCD) of the Inter-union
Assembly of Workers—National Convention of Work@érstituto Cuesta Duarte del Plenario
Intersindical de Trabajadores—Convencién Nacional TrabajadoresPIT-CNT) created an
employment quality index irfdice de Calidad de Emplgothat reflects three aspects:
employment wages; social security coverage for eymas; and hours of work. The figures
for 2006 and 2007 show few changes and only slightovements (the general indicator rose
from 61 to 62, with 100 being the optimum, while tindicator for those employed in the
formal sector held steady at 71). This indicatdovger for women and young people under 25
years of age; it should be noted that improvemantie average for this indicator reflected
improvements for these two groups — a positive.sign

Finally, figures for poverty and indigence also moyed during the study period. In
2004, indigence reached its highest point sincel 28fiecting 3.1 per cent of people, 2.6 per
cent in the first half and 1.7 per cent in the seoPoverty, meanwhile, went down from 31.7
per cent in 2004 to 28.4 per cent in the first Iv&l2006, and 21.7 per cent in the first half of
2008.

3 Data from the INE.




Table 1.

Main economic indicators

Percentage change 2002 2003 2004 2005 2006* 2007* 2008*

over the previous year

GDP -11 2.2 11.8 6.6 7 74 8.9

Gross domestic -34.5 18 22 7.6 20.7 11.2 15.8

investment

Gross fixed investment -32.5 -11.4 30.3 17.5 26 5.8 25.6

Imports (CIF) -35.8 11.5 422 24.6 231 17 58.7

Exports (FOB) 9.6 18.5 32.3 16.6 15.7 12.8 31.8

CPI 25.9 10.2 7.6 49 6.4 8.5 9.2

Average real wage -10.7 124 -0.1 4.6 4.4 4.8 35

Average public sector -10.6 -12.0 2.6 5.7 33 5.2 3.6

wage

Average private sector -10.9 -12.8 1.5 4.0 5.0 4.5 35

wage

Average minimum wage -10.2 -12.3 -0.1 70.1 16.1 3.7 10.9

Rate (%) for each year

Economic growth 59.1 58.1 58.5 58.5 60.9 62.7 62.5

Employment 49.1 48.3 50.9 51.4 53.9 56.7 571.7

Unemployment 17.0 16.9 1341 12.2 11.4 9.6 7.6

As a percentage of

GDP

Consolidated 41 -3 2 -0.8 -0.6 0 -0.7 Jan.-

government balance May

Gross public sector debt 92.8 108.8 100.3 82.8 70.8 70.7 69.3 Jan.-
May

Source: National Statistics Bureau (Insituto Nacional de Estadistica, INE), BCU, and IECON.




2. The legal framework since 2005

Uruguay has always been highly interventionist pratective in terms of individual labour
relations and, at the same time, virtually lackim@ny legislation regarding collective rights.

Indeed, individual labour rights are protected hyeatensive series of regulations that
leaves actors free to establish the type of conaad very little else. In contrast, in terms of
collective rights, the Uruguayan government hasagbvtended to abstain in terms of
regulations, depending on a system based on auiordnthe parties involved within a
fragmented and asystematic regulatory context. fdngined virtually unchanged until 2005,
when the Broad FronfFrente Amplio FA) government took power, reaffirming its roke i
regulating individual relationships by issuing nesgulations to protect workers and, at the
same time, starting to regulate collective relatfips based on a clearly pro-union approach.

2.1 Individual relations: Legislation remains
the same or increases

Uruguay’'s model of state intervention to regulatgividual labour relations was put in place
in the 1900s. This same protective approach coatinuntil the 1990s, when legislative
initiatives in this area froze, leaving individuabrkers’ rights defined according to general
benefits provided in 1989 with the passing of laiat improved payment for overtime and
holiday pay (Rodriguez, Cozzano, Mazzuchi, 2001).

Analysts often considered the government’s 199&amtto suspend the wage councils
to be a form of deregulation. This decision, howgwdid not involve repealing Law 10,449
(which created the councils), but rather took athga of the presidency’s powers to call
meetings. As long as the government saw wage dsuasi unnecessary, there were no
meetings, but in 2005, the new authorities decitiatl they were needed and called for them
to meet, stating that the same law remained irceffe

In 2005, as part of the FAovernment's policies, a regulatory approach based
protecting individual workers acquired renewed éowgth the approval of new laws, including
the following.

(a) Law 18,065 of 22 November 2006 and its assediRegulations 224/07 of 25 June
2007 relate to the working conditions of those améstic service, which were
notoriously poor compared to those governing ottankers.

(b) Law 18,091 of 27 December 2006 changed thergxgate for labour credits
(economically quantifiable benefits accruing to kes, including overtime,
severance pay, and bonuses), extending from twivdoyears the period during
which any debt of this nature can be resolved tincaujudicial process.

(c) Law 18,099 of 27 December 2006 includes modifims from Law 18,251 of 17
January 2008. It provided protection for workeffeeted by the decentralization of
production, and regulates the triangular relatigmsharising from new hiring
systems, such as intermediation, subcontractindaloour contractors. This law
defined the contracting company’s solidarity-basedubsidiary responsibilities in
the event of non-compliance by the contracted coypeth labour obligations,
and regulations concerning pensions and other hendf establishes that
employees provided by labour contractors must veceéhe same wages and
benefits as those in the economic sector in whiely aictually work.

(d) Law 18,098 of 27 December 2006 regulates ptddictor hiring through
outsourcing to third-party firms, to ensure prommttfor those hired under this




system. To do so, the bodies responsible for régpitenders must comply with
wage council decisions, and monitor payments ofegaand benefits to workers,
along with contributions to social security and sit@e insurance systefgnco de
Seguros del Estajlothey are empowered, in the event of non-compéarto
rescind contracts and retain any outstanding beafato cover potential debts.
These rules complement those established by La@d9%§see above), which apply
to both private and public sectors.

(e) Law 18,345 of 11 September 2008 regulates @xiiaary leave granted in the
private sector and extended benefits that prewowslre available only through
collective bargaining agreements within specifictses or firms. Under this new
law, leave became available to all private-sectorkers without exception. This
includes: 18 days of leave to study; up to six diyysan examination (under
specific conditions); three days’ paternity leage,leave for adoption or related
issues; three working days for a death; and thoeenfarriage. In terms of study
leave, some problems for strategic sectors weratifag; the government
responded by presenting draft amendments that eethe number of leave days
and regulate their use — these remain under study.

(fH Law 18,406 of 23 October 2008 created a Natidnstitute for Employment and
Professional Traininglfstituto Nacional de Empleo y Formaciéon Profesipna
INEFP), a tripartite body tasked with implementagew strategy to foster more
and better jobs.

(g) Law 18,399 of 4 December 2008 introduced changainemployment insurance
(seguro de parp in terms of both periods of and conditions feceaiving aid.

(h) Law 18,441 of 24 December 2008 limits hoursvofk to eight per day and 48 per
week for rural activities involving livestock andydfarming, the only sectors
previously excluded from the eight-hour regime.

2.2 Collective rights: From abstention

221

to regulated standards

The policy applied by the new government in 2005kad a significant shift, with the
approval of new regulations governing collectivepeass of labour relations. This has not
involved a general systemic approach, howeverrdiher addresses specific problems as they
have arisen. As a result, some issues are onlyraguated for the first time.

Union organizations still regulated
solely by ILO standards

Since 1934, article 57 in Uruguay's Constitutions haecognized the right to unionize,
governed by the law for promoting union organizati®espite this constitutional mandate,
ratification of the International Labour Organizati (ILO) Freedom of Association and
Protection of the Right to Organize Convention, 8¢¥o. 87) and Right to Organize and
Collective Bargaining Convention, 1949 (No. 98) #ne only legislative initiatives in this
area; despite the decades that have passed, thiatieg has not passed any laws to ensure
compliance with this constitutional precept.

Nonetheless, the ratification and application oé thO standards guarantees the
broadest union freedoms. In this context, in Urygwaions are organized (and this is also
true for business associations) on the actorsatinie. There is no required registration, nor is
legal status required. Organizations write theimaostatutes, elect their own officers, and
formulate plans for action, with no interventioorfr the government.
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2.2.2

Trade union immunity (fuero sindical):
A new protective law

In this context of the broadest freedoms, one shoring is the absence of rules concerning
protection from anti-union activity. As part of thegulations associated with ILO Convention
No. 98, Decree 93/68 of 3 February 1968 empowered ltabour Inspection Agency
(Inspeccion de Trabajdo determine the presence of anti-union actisjtieso established, the
Agency can fine the employer — a sanction thatditioffset the harm caused the employee.
Law 17,940 of 22 December 2005 and its regulatoegrBe of 6 March 2006 changed this
situation.

The Law suspends any discriminatory actions thad te make workers’ employment
conditional on their not joining or on their leagim union, and any action to fire or harm
workers due to their union affiliation or partictfpm in union activities (article 1). Once an
infraction is confirmed, the company must reins@taeturn the worker(s) concerned to the
previous situation and pay any back wages (ardcle

These measures cover all affiliated workers andédhattempting to create a union
organization. Workers are protected against aniembn action — that is, any action (for
example, firing or refusal to hire) or omissionr(é&xample, not providing a wage increase or a
promotion) that occurs when recruiting or selectiegsonnel — during the labour relationship,
or even at its end (Ermida, 2006).

The procedure involved (article 2) identifies twpés of union member:

(a) recognized union leaders or their alternatesargt level of union leadership,
delegates participating in bipartite or tripartiteommissions, workers’
representatives in collective bargaining, worketowpromote unionization up to
one year after the union has been established ttowk who are appointed to
participate in collective bargaining; and

(b) all other members.

In the case of type (a), the relevant proceduthesaccion de ampardarticles 4-10,
Law 16,011 of 19 December 1988), or filing of aegence. The worker must explain why he
or she believes that firing reflects anti-union ive$é and the company must demonstrate
reasonable doubt regarding the employee’s condecgessity, or any other justifiable cause
for severance. The period for presenting the denratius brief procedure is 30 days, starting
from the moment at which the anti-union actionlisged to have occurred.

In the second situation, articles 346 and 347 afguay's General Trial Cod€0digo
General del ProcesdCGP) establish the procedure. Although the lagi@h’s intention was to
ensure that this was a quick procedure, in praciicés slower than the first grievance
procedure described above.

To litigate, the law requires that the union angkayee initiate the action together.
The law also provides for:

(a) the right to union leave — that is, to receixames for time spent on union activities,
as regulated by the respective wage council;

(b) automatic deduction of trade union dues oncekers’ give their signed approval,
and

(c) facilities for union activities, to enable thion to post notices in the company
premises, and to distribute newsletters and othbligations associated with union
activities.
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2.2.3

Because of this, some have said that this is, abtiya law to promote unionization
(Ermida, 2006).

Dispute settlement mechanisms:
An innovative decree

In Uruguay, there are no broad mechanisms for sgleollective labour conflicts. The labour
justice system has no authority in this field. TWnistry of Labour and Social Security
(Ministerio de Trabajo y Seguridad SoGiMTSS) has no binding procedures and although it
can act on behalf of a party, no binding arbitmati® possible. The whole system is based on
the actors’ autonomous action, with self-defenceasuees (strikes) coexisting with others
developed by the parties themselves, includingectille bargaining, non-binding mediation
(conciliaciones facultativdsor arbitration érbitraje facultativag.

Intervention by third parties:Still non-binding

In terms of collective conflicts, no rule empowéne MTSS or any other body to carry out a
binding intervention before measures are adopted; #®equest for third-party intervention,
whether to help to find a solution (non-bindingarciliation or mediation) or directly through
volunteer arbitration, depends entirely on the @ttmutonomous action.

Practice has shown thatm in using their autonoroigra tend to regulate themselves,
generating their own mechanisms for preventing esolving conflicts; once dealt with
through bipartite means, generally speakingm tmal firesolution is left to the MTSS
(Rodriguez, Cozzano, Mazzuchi, 1997).

This procedure, based on straightforward custoesame the basis for articles 1 and 2
of Decree 165/06 of 30 May 2006. Article 1 confirthe autonomous nature of the choice of
mechanisms for solving or preventing conflicts,vleg actors free to establish them, while
article 2 places competency within the MTSS, in #went that the actors request that it
intervene, and specifically the National Labour i€f Direccion Nacional del Trabajo
DINATRA) or the wage councils.

In short, with these articles, the new Decree gd#rerno binding mechanisms for
preventing or settling disputes, but rather uphtladitional means.

Prior negotiations required: Mandatory under new regulation

Despite the above, article 3 of Decree 165/06 edgalthe stages prior to adopting conflictual
measures. It requires negotiations between théepamwhich must be announced suitably in
advance of any measures, based on the appropriatisipn of information, and carried out in
good faith. Only workers belonging to companieg tfmout of business, that exit the country
without leaving representatives, or that face imentrclosure or liquidation are excepted.

The Decree also specifies penalties for those vehood comply, based on those applied
by the General Labour Inspection Agentnspeccion General del Trabgjto companies that
disregard legal regulations or established pracilibese essentially involve fines or closures,
and do not apply to union actions, suggesting thit provision will probably not offer
solutions in the event that workers themselvesat@omply.

In short, in Uruguay, some negotiation is requipeidr to the application of measures
involving force — a rule that is not always keptside from this item, there is no other
requirement for declaring a strike.
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The strike: A broad concept

Article 57 of the Constitution recognizes the rightstrike, using wording that means that
Uruguay is one of those countries in which thidrigan be exercised without exclusion and
much more broadly than elsewhere:

The right to strike is intrinsic to the right togamize and associate. On this basis, its use
and effectiveness will be regulated.

There is no juridical instrument in Uruguay thafidkes a “strike”. Traditionally, a strike
involved the collective and concerted abandonménasks, with the intention of resuming
when the conflict giving rise to the strike is filyaresolved. The current definition refers to a
strike as a “break with the day-to-day”.

In this sense, workers apply everything from thepdést of measures (such as the use
of graffiti and banners) to more complex ones (saEloccupation of the workplace, picketing,
and hunger strikes). Until 2005, occupation was altiwed, as a Decree empowered the
Ministry of the Interior Ministerio del Interio) to dislodge workers upon the company’'s
request. But the new government repealed this [@exsesoon as it came to power in 2005; in
2006, Decree 165/06, article 4, recognized occapatif the workplace as “onway of
exercising the right to strike"This article requires that the occupation be pedcef
Specifically, it states that those involved in tbecupation must provide: “a) written
confirmation of the state in which goods are reegj\b) prevent damage to facilities, c) apply
measures to preserve perishable goods or procegesannot be interrupted, and d) refrain
from running the business as usual, unless it bas Bbandoned ...”

Article 6 empowers the MTSS, in conjunction witle tministry responsible for the
respective sector, to employ the police to remdnedccupiers in the event that “continuing
the occupation endangers the life, safety or hezltll or part of the population or seriously
affects public order”.

This indicates that, today, the government hasdbsied its position on the occupation
of the workplace, through a Decree, that is enstgiit within jurisprudence and making it
practically the sole internal regulation regardatigkes.

This measure sparked public debatand business organizations rejected it and
threatened to report it to the ILO. Notwithstanditige government’s draft law on negotiations
includes a chapter that quotes verbatim the prongsifrom Decree 165/06 (including those
regarding occupation of the workplace). In NovemB&08, the Chamber of Deputies’
Commission on Labour LegislationC¢émision de Legislacion del Trabajaeceived a
technical report from ILO experts suggesting soimenges that would explicitly consider the
right to work of non-strikers and the right of th@mpany’s management to enter its facilities.

2.2.4  Collective bargaining:
Regulations remain pending

The lack of a regulatory framework is also apparenén it comes to collective bargaining.
Existing legislation is limited to a few specifi&sues and, while it is not restrictive, neithet is
supportive of bargaining.

* See, e.g., N. Larrafiaga, “Occupations of the wiade Trampling the right to work and property tigfh in EI Empresario
(published inEl Pais 24 February 2006), Montevideo; Juan Andrés RamifEhe occupation and the strike”, Economia y
Mercado(section inEl Pais 27 February 2007), Montevideo; Marin Risso FalrdiVorkplace occupations”, available online at
http://www.ucu.edu.uy
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Aside from some specific laws on measures regangiage and laws establishing who
can negotiate, which have become inapplicable, [L@vention No. 98 — created as a
mechanism to set wages, and ratified in Uruguaydy 12,030 of 27 November 1953 and
Law 10,449 of 1943 — serves as the main supportaflocollective bargaining efforts to
encourage unionization and strengthen the unioremewt in Uruguay. But Law 10,449 has
not always been applied, weakening collective hanga and revealing the shortcomings that
arise from the lack of a more complete regulatcaynework.

Thus, in Uruguay, two kinds of negotiation exist:iaformal, non-standard version that
almost always occurs spontaneously as a way ofrgpbonflicts at the company level; and
formal negotiations institutionalized under the Wda@puncil Law, at the sectoral level. These
two models are disconnected, in practice, allowisigbargaining to take place anywhere, at
different levels, on the same issues. Consequebdgause of the absence of a regulatory
framework, different dogmatic interpretations andrenous uncertainty can arise.

The lack of regulation governing the private sedtolds for the public sector as well.
There, although the idea that unionization autoradi involves collective bargaining is
recognized, it is often carried out within the umaisjuridical framework of the ILO Labour
Relations (Public Service) Convention, 1978 (No.l)1®nd the Collective Bargaining
Convention, 1981 (No. 154), both ratified by Lawd3® of 8 May 1989.

The lack of a legal framework governing collectivargaining worked for a certain
period — it became apparent that there was a raednf institutional framework that offers
legal certainty and security, something that Urygbas been unable to achieve to date,
despite diverse attempts. There is now considerablesensus regarding the need for a
coherent national approach, with the PIT-CNT itgelfiich had been reluctant to accept any
supervision of collective labour relations) now eapen to the need to establish the ground
rules necessary to ensure that the system is ralsiygoredictable.

A draft law currently under study for the private sector

Early in 2008, the MTSS prepared a draft law onective bargaining, currently under study
by Parliament, stating that it aspires to reguthgenational bargaining system for promoting
collective bargaining at every level. The draft l&avgenerally in line with ILO standards,

although, in some cases, it reflects current pradi Uruguay and, in others, it introduces
innovations. It contains draft articles reflectiumgwritten, but tacitly recognized, procedures in
Uruguay, include those defining:

() the principles behind the negotiating systertic{e 1);

(b) the recognition of collective bargaining as andamental right, with the
corresponding obligation of the State to guaraatekpromote it (articles 2 and 3);

(c) the obligation to negotiate in good faith andhenge information that facilitates
negotiations (article 4); and

(d) the subjects already negotiated by unionsciarti4).
The most innovative provisions provide:

(a) the requirement that public authorities traggatiators, should they request this
(article 6) — a service that currently does nosgxi

(b) the legalization (under articles 7-10) of a iSerTripartite Council Consejo
Superior Tripartito CST), establishing its membership and operatiaasyell as
assigning it new competencies
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to expedite, prior to the setting of the nationahimum wage or the wage by economic
sector, in the event that the parties involved mea@ agreement; classify the branches of
economic activity; advise in the event of resounasilting from companies’ placement
within specific economic sector groups; make dedcision issues arising from bi- or tri-
partite levels of negotiation; and adopt initiavie foster collective bargaining and the
development of labour relations...

()

(d)

(e)

(f)

(@)

amendments to Law 10,449 governing wage cosiniil terms of how they are
formed, the election of members, and the issuesdgotiation (articles 11-13);

the authority to negotiate when there is mbentone organization and no means
agreed on by them to act together, recognizinghasniost representative the
organization with the most seniority, continuitpdépendence, and the highest
number of members (which previously was not comsitle(article 15);

the authority to negotiate in companies withun@n, assigned to the highest level
organization (article 16), thereby superseding phavision of Law 13,556 that
permits negotiations through representatives eddayenorkers;

an extension of the coverage of agreementstiagd at the sector level, which,
for all companies and workers, will be the respectegotiation levels, with no
need for the State to intervene to extend the &ffexs currently occurs with wage
council negotiations; and

that the agreement remains in effect until @ agreement is approved, unless the
parties establish something else.

There are three levels of negotiation: the higHestl is the CST, a body for
coordinating and supervising labour relatiossctor-level negotiations are carried out in
bipartite instances or by the wage councils; andpany-level negotiations, which cannot set
wages lower than the minimum approved by the wagadils, without specific authorization.

Another draft bill of lawfor the public sector

The proposed bill of law on collective bargainitg the public sector, presented to Parliament
in 2008, aims to build a legal framework guaramtgeénternationally recognized labour rights
(Lust Hitta, 2008).

It contains two chapters, the first of which ddses the principles governing the labour
relations system — particularly the key elementstigipation; consultation; and collective
bargaining. The second article institutionalizesesth mechanisms, committing public
authorities to solicit opinions, assessments, asgis@ance from workers’ organizations on
issues of common interest, using the most appreopmzans.

Articles 3-8 refer to collective bargaining andafye

(@)

(b)
()
(d)

who the negotiating parties are (one or morealipunstitutions representing the
employer and one or more organizations represeptimgoyees);

the State’s obligation of promoting and, indegubranteeing such negotiations;
the obligation to negotiate (which does notlyran obligation to agree);

the obligation to bargain in good faith (witietrights and obligations that the term
entails);

15



(e) the right to the necessary information that koallow bargaining with fair
knowledge; and

() negotiators with suitable training.

The second chapter refers to how the collectivgdining system is structured within
the public sector. Article 9 establishes its spladraction, including: the executive, legislative,
and judicial branches; autonomous commercial addsinial entities; decentralized services;
universities; government departments; and otheciipédodies and agencies, including the
Tribunal for Administrative Grievance§ibunal de lo Contencioso AdministrativéCA),
the Tribunal of AccountsTfibunal de Cuentgdsthe Electoral CourtGorte Electora), and the
National Administration for Public EducatiorAdministracion Nacional de Educacién
Publica ANEP).

The MTSS is in charge of coordinating this systamti¢le 10), which consists of three
levels: the highest or senior levehiel superiof; the economic sector levetafna o
sectoria); and the organizational body levele(inciso u organismo At the senior level, a
National Council for Collective Bargainingc6nsejo Superior de Negociacion Colectiva
created by the public sector, and consists of epoasentatives from the Planning and Budget
Office (Oficina de Planeamiento y PresupuesddP), two from the Ministry of Economy and
Finance Kinisterio de Economia y FinanzdslEF), two from the OSC, two from the MTSS
(who chair the council), and eight representatafgsublic employees.

Article 16 has a two-level mechanism for settlingegances, starting in a bipartite
mechanism and, if no solution is achieved, goingooa higher body.

Unlike the private-sector bill, the draft law fdret public sector includes no innovations,
but rather consolidates and is inspired by ILO déads, and enjoys the support of trade
unions.
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3. The institutional framework

The new government that took office in 2005 sigifitly changed labour policy, far beyond
the legal sphere, going on to change the Statéésmdabour relations. The passive role of the
State, in place for over a decade, gave way to civeaposition that fostered tripartite

agreements and created institutional spaces fatiad¢igns.

3.1 Wage councils revived

The foundations for labour relations in Uruguay evdeveloped in 1943 through Law10,449,
which created the wage councils. The wage coum@l® charged with negotiating minimum
wages in each economic sector and category; theictsre was tripartite, involving three

representatives of the executive branch of govemymeo workers’ representatives, and two
employers’ representatives, with their respectiteraates.

The councils’ first period (1943—-68) occurred withhe framework of a protectionist
economic model, which determined that the workemnsin interest was the distribution of
profits. Companies did not strongly oppose thisrapgh, provided that the State maintained
protections and subsidies. Executive branch reptatees were also receptive to workers’
demands, since this was an honorary position aeyliade no attempt to represent national
economic policy.

In the next phase (1968—84), however, the politocattext changed. In the presence of a
non-elected government, the judicial framework fagotiating wages changed radically,
wage councils were suspended, and real wages mglunge

The return to democratic rule in 1985 brought wiitthe resumption of wage council
meetings, albeit with some modifications:

(a) sector delegates were to be elected directther than through national elections,
as previously stipulated;

(b) to resolve this formal flaw, the governmentuss a Decree clarifying that the
results of these negotiations applied to all coriggand employees within the
sector; and

(c) the State became an active player, proposirideljnes for negotiations and
pressuring for compliance.

The distributive focus of the previous period waaintained.

In 1990, the government called on the wage cournoilsneet for the last time and
virtually all private sector groups reached agresiseOnce these expired, however, no further
meetings or negotiations took place, the resultadical changes that deepened Uruguay’s
integration into the regional and global economées] which, along the way, transformed the
labour relations model, resulting, above all, irakkened collective bargaining.

The newly elected government that took power in5280concerned about the lack of
collective bargaining and weakened unions — retiedtthe wage councils within the private
sector and, for the first time in the country’stbiy, created new ones in the rural sector. It
also announced plans to create a wage councildimedtic workers, which came to pass only
in 2008.

The wage councils’ third round of negotiations 608 obtained overall positive results,
achieving by consensus higher wages for workerprasements to their quality of life, and
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strengthening unions and collective bargaining.ild4985, their functioning did not follow
exactly the provisions in Law 10,449, a clear diggt the manner in which representatives are
selected requires modification.

3.2 New tripartite bodies created

3.21

3.2.2

Decree 105/05 of 7 March 2005 created two tripagduncils with representatives from trade
unions, business organizations, and the government.

The Senior Tripartite Council ( Consejo
Superior Tripartito , CST)

The CST consists of nine representatives from tkecutive branch of government, six

delegates, and six alternates representing the emsriwith equal numbers representing
employers. Its specific objectives included: upaatihe categories of economic sectors, which
had remained unchanged since 1985 and were thusfadate; and modifying the Wage

Council Law. It meets when wage council rounds sgheduled to discuss the applicable
guidelines. On occasion, special meetings deal jibcific issues for which the wage

councils require its intervention.

The CST reached its first agreement, identifyinge20nomic sectors and calling upon
them to begin, on 2 May 2005. This promising beijign however, was the CST's only
known success. Although results were not officigllplished, some results were leaked to the
press, revealing that it did not meet often and #étthough it was charged with changing the
Wage Council Law, this was not discussed in anytimgeThe CST has thus limited its main
activity to supervising the wage councils (Rodrigu@ozzano, Mazzuchi, 2007).

The National Rural Council (  Consejo
Superior Rural , CSR)

The National Rural CouncitJonsejo Superior RuraCSR) consists of nine delegates from the
MSTT and the Ministry of Ranching, Farming and kigh (Ministerio de Ganaderia,
Agricultura y Pesca MGAP), representing the executive, along with siorkers’
representatives from the National Union of Rural &elated WorkersUnién Nacional de
Trabajadores Rurakey Afines UNATRA) and six employers’ representatives frdm Rural
Association Asociacion Rurgl the Rural FederationFéderacion Rurgl the National
Commission for Rural Developmen€g¢mision Nacional de Fomento RurdfNFR), the
Federation of Farming Cooperative€opperativas Agrarias FederadafAF), and the
National Association of Dairy Producerdspciacion Nacional de Productores de Leche
ANPL).

Initially, the CSR was created to identify the wlet groups within this sector not
currently covered by the Wage Council Law. In themise, it achieved the same results as the
CST, through agreement of the three groups involWith this agreement, its authority was
expanded to include discussing and agreeing ogeheral principles of labour policy for this
sector with regard to setting wages, working caodg, and guarantees to ensure the right to
unionize and bargain collectively, monitoring wageuncil activities, and studying the
reorganization of groups — for example, accordogroduction chains.

The CSR works through ordinary meetings and, as thi¢ CST, no other contracts are
legally recognized in this sector other than thoesulting from work by subsector groups
(Ciarnello et al., 2006).

The first issue with which it dealt, once the rusabsector groups were formed, was to
seek guarantees to ensure the full exercise dafights to unionize and to bargain collectively

18



in this sector. The debate culminated in a docunagmroved by the majority (with the
executive and workers voting in favour), which pd®s guidelines to encourage dynamic
relations between rural employers’ and workers’anigations, and guarantees to ensure the
full exercise of union and collective bargaininghts (that is,"Pautas que permitan una
relacion fluida y dindmica entre las organizaciordss empleadores y trabajadores rurales y
garantias que aseguren el efectivo ejercicio dsitalicalizacion y la negociacidnas the
document is titled). Employers’ representativesuadythat they did not have time to sign it,
because they were concurrently analysing a dreft(¥éhich was passed shortly thereafter as
Law 17,940). While the parties continued to studg tssue of limits to hours of work in
agricultural sectors and subsectors, their efftailed yet again, leading to the passing of
another law in late 2008.

In recognition of the CSR’s role as an instrument riegotiating and regulating the
sector’s labour relations, and given the needriamgthen its functions, on 17 September 2008,
the different actors agreed on a new set of praesdregarding its operations and decision
making; this agreement became a Decree on 2 JaR08gy

3.2.3  The Public Bipartite Council ( Consejo
Bipartito Publico )

While the public sector has always accepted empkyaght to unionize, to strike, and to
bargain collectively, negotiations were subjecptoblems. Until 1989, research revealed that
only informal agreements between staff and Statk te their inclusion in budgets
(Presupuestgsor accounting reportsRendiciones de CuendasThe government and its
employees did not sign collective agreements.

In the early 1990s, collective bargaining begasame areas within the public service.
These included:

(a) publicly owned corporations, which negotiatedvio levels — that is, in the OPP to
resolve general issues and with companies thensselvenore concrete issues;

(b) public banks, which signed their first agreetrierSeptember 1990; and

(c) some regional governmentkténdencias such as Maldonado and Canelones,
which started to put their wage agreements in ngiti

Elsewhere in the public sector, negotiations weeetially non-existent. At the same
time as the wage councils were reinstated, the aethorities issued Decree 104/05 of 7
March 2005 (that is, on the same day that they nasduoffice), creating a bipartite
commission to develop a regulatory framework thatild make collective bargaining over
wages and working conditions possible within tretessector. This was a substantial change
over policies applied in previous periods.

As discussed below, this bipartite commission poeduthe expected guarantees,
leading to the signing of several documents — rimopbrtantly, a framework agreement that
established criteria for collective bargaining andchanisms to prevent conflicts (Sosa and
Bajac, 2005).

3.3 Social dialogue encouraged

On 20 May 2005, the National Commitment for Empleyt; Income and Responsibility
(Compromiso Nacional para Empleo los Ingresos yRasponsabilidadg¢svas convened. It
brought together the organizations most represeataf businesses and workers to discuss
issues with the government — primarily, the MTS8 e MEF.
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The purpose of this process was to have the difftgulayers present and justify their
sectoral aspirations. The group divided into subgsoto handle specific issue areas (such as
macroeconomic policy, employment, labour legislatidax reforms, public spending
priorities, investment climate, and internationaitjzipation), some of which later merged.

This dialogue process went through different stamees a period of time. First, the
different players met often to present their pramslLater, this interest faded, as they began
to see this as a forum within which the governmambounced its proposals, but did not
discuss them. In December 2006, it regained momeiiinough a new invitation that brought
together representatives of workers, businessprtegident of Congress, mayors, universities,
the MEF, the Ministry of Industry, Energy and MigirfMinisterio de Industria, Energia y
Mineria, MIEM), the MGAP, and the MTSS. At that point, theund table became more
independent, able to call its own meetings, and bezmestablished three working groups: a
commission to remedy informal activities; anottedtaft a law on collective bargaining; and
a commission to reform the State. It was suggeiztdthis group also function on a sectoral
basis, to find solutions to and proposals for dewedent in Uruguaylruguay Productivip

At that point, the government, companies, and warlgiggned a basic document that
established the terms of reference and priorit@saf national commitmentCompromiso
Naciona). They agreed to create 35,000 new jobs in 20@7tarcreate a central commission
responsible for implementation, to facilitate triite debate and the forging of a consensus on
a new law governing labour relations. But althoegfployment figures did rise, there was no
progress toward consensus regarding labour laws.
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4. The actors

Workers and employers are represented in bodiedvimg labour and business organizations
in collective bargaining, as described in this isect

4.1 Union organizations

In Uruguay, union organization is based on the ranmous action of the actors involved. In
this context, a single national union body, the-ENT, was created. This was the result of a
process that began with the National ConventionWadrkers Convencion Nacional de
Trabajadores CNT), which was held between 1964 and 1966, ahittwculminated in the
approval of a declaration of principles, a programof solutions to the crisis, and a statute
(Declaracion de Principios, el Programa de Solucieree la Crisis, y el Estatufo These
documents call for: guarantees of union democramwjependence from the State, business,
and political parties; non-affiliation with any ernational union body; and the promotion of
union unity in the international sphere.

After the 1973 coup, the CNT was outlawed, althougkcontinued to function
underground. On 1 May 1983, a group of unions ctwgether to organize a public event,
which later gave rise to the Inter-union AssembfyWWorkers Plenario Intersindical de
Trabajadores PIT). Commemorative events on 1 May 1984 expreske symbolic union
between the PIT and the CNT, using the slogan torien movement only®.

The 1966 statutes, amended during the 1971 congdefie the organizational
structure. The highest authority is the Conventiohich brings together delegates from all
affiliates. The Convention elects the senior officer members of the representative body
(Mesa Representatiy;awhich currently consists of 39 unions or fediersd, and the extended
national representative bodylésa Representativa Nacional Amplixdahich comprises the
39 unions or federations and delegates from eatdrdigpartmental assembly. Tivesa
Representativavhich meets on a monthly basis, elects the ekexsecretariatecretariado
Ejecutivg, which currently has 16 members and meets on eklywebasis. A number of
institutes and departments also exist (includirmpaech and training, young people, gender,
legal, health, and productive development). Eachnbez of the ecretariat is responsible for a
department.

The PIT-CNT is the sole union organization thahgsi together all public-sector and
private-sector workers belonging to unions and rfatifens in every sector of the economy,
including manufacturing, services, and rural woskeFhis has given it a personality of its
own. For example, unlike elsewhere in the worlds ot associated with any political party or
current opinion, but rather includes leaders frdhofithe different parties. This is also the
case with the unions and federations belongingemational body.

This characteristic has meant that the unions hacational body itself must provide
all members with “guarantees”. One guarantee, fkample, is the importance assigned to
internal democracy, which makes it possible for¢herent minority membership to hold the
majority vote within the union, provided that itjeys the support of enough workers. This
occurs at both the individual union and the PIT-CleVels. Uruguay's union leaders are not
elected for life, so major leaders may lose a letattion and leave their posts until they once
again enjoy the majority support of their affiliateThere is, however, enormous continuity
among the leaders, which reflects the importancestaing ties between leaders and the

5 See online at http://www.pitcnt.org.uy
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unions’ rank-and-file members. Because of this amlike elsewhere in the world, many union
leaders in Uruguay continue to work at their jadtsthe same time dedicating part of their time
to their responsibilities as leaders.

Another characteristic specific to the PIT-CNT tt it is not actually a national
organization, but rather an assembly, born fronovention. This difference is reflected in
the much higher autonomy on the part of its atfdthunions and federations. The statutes
explicitly recognize that each federation has tybtrto define its own actions in its own sector
and even refrain from complying with resolution®pigd at the assembly, if they do not agree
with them. Obviously, this approach is regardedrjyobecause it affects unity. This is,
however, a guarantee that was included in thetetatduring the unification process in the
1960s, to achieve the support of different federatiwith differing ideological perspectives.

Specifying the exact number of PIT-CNT membersificdlt. Few unions have up-to-
date figures on their own affiliates and their ewderistics (such as age, sex, and location).
The number of union members is usually estimatesbdaon delegates to the PIT-CNT
congresses. The statutes allow each member ongatielfor every 200 affiliates or fraction
greater than 100 members paying dues to both thmn wand the PIT-CNT. But this figure
underestimates the actual number of members, forreasons: many unionists, even those
who participate actively in unions, do not pay thekes; and there are several unions with
more dues-paying members that have opted to mdkepartial payment to the national body,
for various reasons.

To illustrate the bias in these membership estima®chard Read, a union leader,
stated that the Federation of Beverage Sector WWorederacién de Obreros y Empleados
de la BebidaFOEB) had three delegates to the Ninth Congregsesenting 600 dues-paying
members, despite that this federation actuallynhaie than 2,500 members. Edgardo Oyenart,
from the Union of Pharmaceutical WorkelSir(dicato de la Industria del Medicamento y
Afines SIMA), mentioned around 1,200 members, but séﬂtcfelegate%.Thus, because the
number of delegates to the national congress dependnembers being up to date in their
payments to the PIT-CNT, this figure underestimategisal membership (Rodriguez, Cozzano,
Mazzuchi, 2007).

On this issue, several union leaders estimated ithahe past four years, membership
has risen by around 150,000 in more than 400 newpaay uniong.Estimates from the end
of 2008 place the number of PIT-CNT members at B, (about 36 per cent of the
workforce)® almost double the figure for 2003. According totaddrom the PIT-CNT,
however, the unionization rate has held steady @n2008, grew little, as Table 2 illustrates.
Employment figures rose, so the rate calculatedgugie number of delegates to the congress
(907, representing 184,000 members) over the highaetber of employed people places this
rate at 21.7 per cent, suggesting moderate graletpite union leaders’ own higher estimates.

6 Richard Read ifEl Observador20 June 2006, and Edgardo Oyenart, leader of SiMWoces del Frenteluly 2005.
" El Observador22 January 2006 and 24 April 2006.
8 Calculated as members/employees.
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Table 2.
Unionization rate
(% over total formal sector employment)

Year Public Private Total
1985 424 34.7 375
1987 48.2 272 34.0
1990 50.3 215 30.2
1993 338 141 17.2
1996 37.6 9.8 16.9
2000 39.8 85 15.9
2001 41.9 10.3 185
2003 41.3 11.6 19.7
2006 41.0 11.0 19.0
2008 41.0 12.8 217

Source: Own estimates, based on PIT-CNT congresses and INE figures.

4.2 Business organizations

Business organizations in Uruguay have deep ramsadong tradition. Although there are no
exact figures, there are many such organizatiods iansome sectors, such as construction,
there are more than one.

Two kinds of business organization exist: chambemesenting large sectors of the
economy, such as manufacturifi@amara de Industrigs the wholesale and retail trade
(Camara de Comercio y Servicjpsand services and product€amara Mercantil de
Productos del Pajs and associations that belong to these bodiesrapesent specific
sectors, such as textile@Asociacion de Industrias Textilesclothing (Camara de la
Vestimenty metal producerg§Camara Metallrgicy stores(Camara de Tiendas and
cleaning companiesAéociacion de Propietarios de Empresas de LImpi&REL). There is,
however, no organization at the top that repregbmstentire business sector.

Although most of these organizations are sectoediasome are organized on the basis
of other criteria.

(@) Membership of the Business Confederation of guay Confederacion
Empresarial de Uruguay,CEDU) is geographically defined, regardless of
economic sector. Similarly, a builders’ associatig6oordinadora de la
Construccion del Esjaalso functions on the basis of shared geogragpggifically
within the Maldonado and Punta del Este area.

(b) Membership in the National Association of Snaalld Medium-sized Companies
(Asociacion Nacional de Medianas y Pequefias EmprégdsYPE) depends on
company size rather than the economic sector iciwtfie firms are active.

(c) Another organization, the Association of ChaistBusiness Leaderg&\gociacion
Cristiana de Dirigentes de Empres#@sCDE) defines membership on the basis of a
common philosophical or ideological perspective.

This organizational diversity, combined with thelaof a central leadership, could be
considered a handicap. Notwithstanding, the awasemd the need to participate has led
business people to carry out joint action through latercameral (interorganizational
framework). In practice, this consists of occasianaetings for the purpose of exchanging
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ideas and outlining common actions, without any tbh& organizations losing their
independence.

The main characteristics of these business asgwdhclude the following:

Associative nature. All have an associative structure, starting witkhoatract to
associate, and other members join upon acceptiagpthset conditions. These
associations are formed by private employers andhatoinclude public firms. A
diverse range of firms participate, including traemdonals. There are, however,
differences in company size: generally, multi-seatoganizations, such as the
Chamber of Commerce or the Manufacturers’ Assamiatbring together medium
and large firms; sectoral organizations tend teecéfcompany size more, with some
organizations bringing together small firms andesththe large ones, as, for
example, in the refrigeration industry.

Fragmentation. There are diverse organizations, often with oysilag agendas.

Internal tensions can lead to the creation of negamizations, which is a tendency
that people are now trying to overcome through theation of large sectoral
organizations — a trend that would not counteraw turrent practice of

decentralization, because there are no centralitedsectoral bodies. According to
Carlos Filgueira (1989), these organizations belzmbiguously: on one hand, they
proliferate and diversify; on the other, “mothesaciations still play the leading
role.

Autonomy. The founding or dissolution of an organization iaséd on the
autonomous will of members, given that these atdegally regulated.

Internal democracy. These organizations tend to function democraticallyerms
of both the election of leaders and daily managémen

Political neutrality. They are neutral in terms of political parties. repteneurs
accept the current political system and clearlydhtblemselves apart from party
politics (Zurbriggin, 2006). Notwithstanding thislEdeclared apoliticism, the
representatives of the major organizations have been associated with traditional
parties, albeit on a personal, rather than an @ghtonal, basis (Caetano, 1992).

Low membership rates. Although there are no concrete data on membergingp,
general perception is that it is low — but neittle® government nor unions have
questioned their representativity.

The functions of these business organizations dlecthe following:

(a) Defence of their members’ interests achieved in four main ways:

by seeking to influence the government despitegireeral lack of formal ties with
political parties — business organizations typicdtbbby on behalf of policies
regarding wages and prices, along with monetamgida exchange, and customs
tariff policies, and the government’s various sbplicies;

by seeking to influence public opinion through pecibf campaigns, which have
become increasingly important, given the role that media plays in society — the
most current issues being those regarding strikdstlzeir impact on society; wage-
related policies and their impact on inflation aathployment, and collective
bargaining by branch of industry and its impactompanies’ competitiveness;

by belonging to state bodies, such as the BPSeNtitional Employment Board
(Junta Nacional de EmpledUNAE); and

by belonging to tripartite bodies, wherever thigef institution has been created.
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(b) In relation torepresentation of members business organizations represent their
members everywhere, whether before the State| thegdublic opinion, or unions.
Every business organization, without exception, respnts its members in
government issues by lobbying or participating amlipmentary commissions, for
example. This is also true as regards the ILO:esih®20, Uruguay has been
sending tripartite delegations that include businepresentatives. These bodies
also strive to highlight the role of business beftihhe general public. When it
comes to representation before unions and henceptieg them as valid
spokespeople, however, regulated relations are etteeption, because these
essentially result from specific circumstances, oanipressure, or legal
requirements.

(c) In terms ofservice provision small teams of technical advisers are the baakbon
of these organizations, developing proposals fomsssion to the government or
the public. They also carry out surveys, opiniolisp@and hold courses and training
seminars. Legal and economic consulting has bedogreasingly important, in
addition to the provision of information on isswdégieneral interest.

4.3 The State and its role in
collective bargaining

The State participates in wage negotiation thralgjegates, mainly from the DINATRA.

A temporary rule in the 1967 Constitution created MTSS, although similar bodies
have existed in Uruguay since 190Currently, it comprises six national agencisne of
which is the DINATRA. Its objectives include ensgijustice and social peace in the field of
labour relations, and in the area of working cdodi#, and coordinating and mediating among
parties concerning wage-settitg.

There are four divisions within the DINATRA. Of te the collective bargaining
division is responsible for voluntary mediation amdonciliation in the event of conflicts. It
helps to regulate labour relations in the broadseetincluding wage negotiations), and
generally fosters a climate that is friendly to aebon all labour-related issues. It achieves this
mainly by setting up tripartite negotiating bodies.

But not all negotiations in the private sector ilweothe State. Although the legislation
establishes tripartite bodies to set wages at tbenamic-sector level, company-level
agreements are not banned. The latter type of agmte complements any sector-level
agreement, whether by setting higher minimum wagezher content.

Law 10,449 of November 1943, which created the wegencils, determines how
tripartite bodies work. As explained in the secardtion of this paper, it also establishes the
requirements for appointed representatives — dpaltjf, that private-sector delegates be
elected by secret ballot. This last requirement hats been met since the wage councils
resumed functioning in 1985, so their resolutiomsehno legal authority. This issue was
resolved with the issuance of presidential (exegeltinitiatives in the form of legally binding
Decrees containing the same text as Council Respfut

® See details iRelaciones de Trabajo en Urugydelaciones de Trabajo serie$66, ILO, 1987.

10 Involved in labour policy in generaDireccién Nacional de Traba)o social securityDireccion General de la Seguridad
Socia), labour inspectior(lnspeccion General del Trabajp Seguridad Socig| interior coordination(Direccion Nacional de
Coordinacion del Interioy, the National Food Institutéinstituto Nacional de Alimentacipnand the employment agency
(Direccion Nacional de Emplégo

11 See online at http://www.mtss.gub.uy
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Thus has the system has functioned for more thaye@fs. Today, the executive branch
plays a much stronger role than the 1943 law irgdntdnder that system, it had three of seven
voting members, which meant that if business peaplé workers reached agreement and
voted together, the government would be a minohitycontrast, today, the executive branch
holds the veto: if the Council’'s resolutions arecampatible with its definitions or
macroeconomic goals, it can choose to not issuesthgant decree. This makes an agreement
optional rather than compulsory for sector firmsg applicable solely to companies belonging
to the body signing the agreement, essentiallyiigrit into a private matter.

The government’s veto power has been applied difty at different times. In every
case, the executive branch has chosen the rolatthainted to play in wage negotiations.
From 1991 to 2004, it chose to stand back andgjeate solely as a mediator among social
actors (when requested by the latter). As to wamymdail resolutions, the government did not
choose to make them law, thereby limiting theirlepagion to a few companies and resulting
in less collective bargaining.

In contrast, from 1985 to 1990, the government gudlag more active role, and has been
doing so since 2005, in several ways. Aside froonmting negotiations by reinstating the
wage councils, it also created the agenda for awggat in every case. These agendas,
proposed by governmental delegates at the outsettained general wages guidelines
(including the timing of adjustments, the indicatosed for the same, and the amounts for real
recovery). In some cases, these criteria permisimde flexibility, allowing workers and
business people to negotiate. Sometimes, the gmesrindirectly pressured actors to accept its
criteria for adjusting wages, which, in practicegant that only those agreements reflecting
these criteria were made into decrees. On othesisomes, it was more flexible, approving
agreements that did not follow the proposed guigsili

In recent years, the ministries most directly iwvea in collective bargaining have been
the MEF and the MTSS. Some coordination typicakigts between the two, with the former
developing the guidelines — given wages’ impacts ioflation and macroeconomic
functioning, and deciding whether to approve ages#m (all agreements achieved by the
MTSS go to the MEF for approval). The MTSS caroes the actual negotiations. The CST
discusses the national minimum wage and executiaech guidelines, before sending them to
the wage councils. Both Ministries participatehistbody, but it is the MEF that presents and
defends governmental guidelines.

In conclusion, despite the fact that the legiskatan which private negotiations are
based calls for a regime involving majority-backedolutions, and the fact that the tripartite
structure of wage councils makes the governmenironty in these bodies, in reality, the
executive branch has the final veto on these detsi
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5. Social dialogue and collective
bargaining: Uneven results

This section will analyse collective bargaining Umuguay at two main levels: the highest
level, which is social dialogue; and the sectoeletoth in wage councils involving private-
sector activities (including rural councils) andfie public sector.

5.1 Social dialogue: On and off

Social dialogue has a long history in Uruguay, @lgh it was seldom institutionally run. In
1984, the National Programme Commissi@orhision Nacional ProgramaticaC ONAPRO)
was convened, bringing together representatives fpolitical parties, union and business
leaders, and other social organizations. This sd@ogue proved to be a rich experience and
while it produced no great social agreements, dtatit as a mechanism that made possible
multiple social and labour agreements, highlightihg viability of joint effort to deal with
political and social crises (Brezzo and Vispo, 1988

When the CONAPRO completed its task, the governroensidered creating a Higher
Wage Council Consejo Superior de Salario€OSUSAL) to promote consensus at the
national level on economic issues, with participatirom the highest levels of government —
that is, the Ministers of Labour and of the Econpanyd the head of the OPP — and top union
and business representatives. This body nevey rgatlloff the ground in legal terms, although
when the government summoned, the different pactese. It failed to meet its objective of
reaching agreements on top-level policies to coatdi collective bargaining at the sectoral
and enterprise levels (Pérez del Castillo and Rummen, 1985). It did, however, serve as a
body for the consultation and presentation of idea¢ting the stage for coordinated wage
policy mechanisms.

In May 1990, the new government called on emplogeis workers to develop a social
pact against inflation, but this failed due to eifinces with the PIT-CNT over wage increases.
Two commissions were created, however: one to aadlsues involving state reforms, and
another to deal with wage and employment issuesileWhe first made no progress, the
second reached an agreement that ensured thaallyirall private-sector workers signed
collective agreements in wage councils to recoveges lost during the previous year. But no
agreement was reached in the public sector, dudagogovernment’s concerns about the
impact of public spending and the fiscal deficitinfiation.

In December 1990, a new commission for reconverpngduction Comisién de
Integracion y Reconversién Productjvaias created. A draft law on the right to strikeda
another to eliminate the monopoly of the State riasce BankBanco de Seguros del Estado
BSE), however, brought the PIT-CNT and the govemtrivdo direct conflict, and the national
union body suspended participation in social diaéodNonetheless, the executive branch went
on to institutionalize several tripartite bodies:

(a) it added representatives to the board of thg;BP

(b) it created the Mercosur Sectoral CommissiGonfision Sectorial del Mercosur
COMISEC), a tripartite body, to advise the exeaititbranch on regional
integration; and

(c) it created the JUNAE, a tripartite body, to rmge the Labour Reconversion Fund
(Fondo de Reconversién Labor&RL) for active employment policies.
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In 1995, social dialogue became particularly imaofttin reaching consensus on the
regulatory framework for collective bargaining. #dveral points, an agreement seemed close,
but the PIT-CNT decided that the draft law did natet some of its basic concerns and that
workers were giving up more than they were gettingpnsequently rejected the agreement,
ending the negotiating process. In 1997, a natiatialogue for “Competitiveness and
Employment” was initiated, but this also met wittildre. In 2000, the government’s decision
to call the parties together informally and in sepameetings also ended without success.

On 20 May 2005, the new government convened thd¢ repsesentative workers’ and
employers’ organizations in a working group to blish a National Commitment For
Employment, Income, and ResponsibilitiecGofnpromiso Nacional para el Empleo, los
Ingresos y las ResponsabilidajieBhis body did not meet expectations for sevierasons:

(a) meetings became increasingly infrequent;

(b) it began to function merely as a forum for gwvernment to present its proposals
(regarding national production and tax reforms)atarally, with little debate;

(c) the government presented draft laws on labtamdards to Parliament with no
prior tripartite debate — and once these were agokoemployers withdrew from
the labour legislation commission that formed parthe National Commitment,
“to leave the way open for the government to getwdth its targets ... without
bothering it, because whatever happens, our desisimn’t change the outlook

because our contributions have not been takerconsideration .”*?

In late 2006, the authorities tried to revive timgiative, but it faded after a few
meetings.

5.2 Collective bargaining in the private sector

The revival of the wage councils meant that colecbargaining, which had been weakened
considerably, regained vigour at the sectoral level

The CST established the bargaining groups; from the the councils functioned in
terms of the different groups and subgroups. Ardyarsof the wage council rounds in 2005,
2006, and 2008 reveals solid results:

(a) sector-level groups were created for the peigaictor (20 were set up in 2005, with
three in the rural sector and domestic service @dd2008);

(b) 176 subgroups started up in the 2005 roundamdipg to 186 in 2006 and 221 in
2008, thus covering almost all private-sector woskand

(c) ahigh percentage of agreements were achiéwedgh consensus.

These negotiating rounds were based on wage guideéistablished by the executive
branch, which, in some cases, were modified afedyate in the CST. The next section
provides details of the results of these rounds.

12 Statement by Andrés Fostik, President of the Lalitelations CommissionC&mara de Industrigsin El Pais, 10 February

2007.
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5.2.1  Sectoral collective bargaining regains promi

nence

As a result of the Wage Council Law and becaudbefack of other regulations encouraging
enterprise-level negotiations, sectoral collectiaegaining once again became prevalent and
enterprise collective bargaining became fare.

From 1985 to 1989, when the wage councils werestaied, 94 per cent of collective
bargaining took place at the centralized level.nkrb990 to 1994 (through wage council
organization for the first two years and then bgefrnegotiations), this trend towards
centralized bargaining held (83 per cent), but rpnige-level bargaining began to rise,
reaching 99 per cent of negotiations in 2004. Tiisnot reflect growth in absolute terms (as
Table 3 illustrates, even enterprise-level bargajrdeclined), but rather the decline in sector-

level negotiations, reflecting the fact that theg@ouncils were not meeting.

Table 3.
Quantity of agreements
(annual average)

Sector Company

1985-89 107 7
1990-94 65 13
1995 63 21
1996 26 54
1997 39 67
1998 21 69
1999 8 73
2000 11 72
2001 8 73
2002 5 66
2003 5 80
2004 1 50
2005 177 No data
2006 206 No data
2008 204 No data

Source: Programa de Modermizacion de las
Relaciones Laborales, UCUDAL.

After 2005, with the wage councils functioning agaector-level collective bargaining

increased, although there are no figures on bargpat the enterprise level.

5.2.2  Consensus prevails within negotiations

Table 4 shows how the wage councils identify cagi#sn a single subgroup when more than
one agreement (for example, one for wages and andébh union leave) exists within that
single subgroup. They also differentiate betwearements reached through consensus of the
three delegations, those approved by majority @ivthree votes, in different combinations),

131t is difficult to obtain information on compangel bargaining, given its disparate nature.
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and instances in which no agreement was reachguiriregy an executive branch decree to set
the wage increase.

Table 4.
Type of council resolution

(quantity)
2005 2006 2008
Involving wages and other issues 176 186 214
By consensus (agreements) 162 161 178
By majority (majority agreements) 10 18 23
Total through agreement 172 179 201
Total through decree 4 7 13
Non-wage contents 5 27 3
By consensus (agreements) 5 23 3
By majority (majority agreements) 0 4 0
Total through agreement 5 27 3
Total through decree 0 0 0
Total agreements signed 181 213 217
By consensus (agreements) 167 184 181
By majority (majority agreements) 10 22 23
Total through agreement 177 206 204
Total through decree 4 7 13

Source: Programa de Modernizacion de las Relaciones Laborales, UCUDAL.
Note: Does not include rural-sSector agreements, which are dealt with separately, and does consider domestic service (2008).

In 2005, agreements were reached within 172 sulpgrauth 177 contracts signed (five
included more than one agreement, essentiallydvige a more detailed interpretation of the
agreement)? Of the total that reached agreement, 93.6 per wame achieved through
consensus (three of three votes), while 6.4 pet wene resolved by majority vote (two of
three votes).

In four subgroups, no agreement was reached —vest by majority vote — either
because one of the parties refused to vote or dichttend the vote, or because both parties
voted against, requiring the executive branch $odsa decree on the mechanisms for wage
increase. Only five subgroups failed to meet du¢htoabsence of one or both delegations,
which made negotiations impossible.

In 2006, negotiation was on the rise, with 186 sabgs — an even higher figure,
because, in 2005, five subgroups had reached ymdti-agreements, making renegotiation
unnecessary. Of these, 97 per cent reached agreé@eper cent through consensus and the
rest by majority). Altogether, 206 agreements wsgmed — that is, more than those of the
subgroups, because several agreed on wages andi¢héron to negotiate union leave or to
fine-tune the description of categories.

Seven subgroups proved unable to reach agreenemjring an executive branch
decree to settle, while four failed to meet fokkla€ representatives.

14 This figure does not include decrees issued teecbtyping errors in wage values or to includegaties accidentally missed.
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In 2008, the number of subgroups rose again; dmiget agreements with non-wage
contents were achieved. This probably reflecte@sdactors:

(a) subgroups having to resolve the issue of ulgiame had time to negotiate this issue
within the wage agreement (in previous rounds, these separate);

(b) subgroups developing new categories nonethelesged a single final agreement;
and

(c) subgroups dealing with other issues, such @setlarising from the organization of
work, remained the exception.

In terms of agreements reached, the number achitwedgh consensus fell to 83 per
cent, with those reached by majority vote risind 1oper cent.

5.2.3  Longer contracts
As Table 5 indicates, contract duration almost stw@flects executive branch guidelines.

Table 5.
Contract duration
(%)

Less than More than
Year Open-ended ayear One year ayear Total
1985 0 96.6 3 0.4 100
1986 0.4 79.8 10.5 9.3 100
1987 0 93.8 47 1.5 100
1988-89 0 038 0 99.2 100
1990 0 0 1 89 100
2005 0 1 96 3 100
2006 125 0.5 4.5 82.5 100
2008 0.4 0 0 99.6 100

Source: Programa de Modemizacion de las Relaciones Laborales, UCUDAL.

When democracy was reinstated in 1985, the maimtizimpns were for four-month
periods; from 1986 to 1987, the number of longentiaxts increased, becoming more
prevalent in 1988. In the 2005 round, the guidalirequired contracts of one year, while in
2006, the norm was 18-24 months, meaning that amgnes lasted more than a year. Finally,
in 2008, guidelines called for agreements to 14st3® months, with almost 60 per cent opting
for two-and-a-half years.

In Table 5, agreements with no fixed duration stantlin 2006 (before which time they
were virtually non-existent). Most were the resafitLtaw 17,940 on union freedoms, which
gave councils authority over union leave; some eaneben parties negotiating categories
reached the deadline for wage negotiations, anedofur closing this issue and continuing
with descriptions.

In this case, an interesting development appedhedparties begin to use negotiating
tools that would lengthen (automatically extendsborten (through the use of safety clauses
that move up the closing date in periods of ciasigrievance due to non-compliance) contract
duration. This became particularly important in @08 round, when the world economic
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crisis broke out during negotiations. Until thahéi, only six contracts per round included this
kind of clause; in 2008, the number reached 171.

Of the safety clauses, 80 per cent (136) were sirtrainscriptions of the executive
branch proposal, a very general formula that sedffisult to implement because:

(a) it does not specify the economic conditions;
(b) it requires the support of both parties;

(c) it requires a prior report from Ministry techi@ns (that is, a review of contract
terms); and

(d) the agreement remains in effect and must b iimiplemented until it is replaced
by another, which requires a lengthy preliminarggaesss that may prove useless.

5.2.4  Sector negotiations permit some flexibility

When the wage councils were reinstated, many ddbtte usefulness of sector-level

bargaining, given its disadvantages in terms ofting unequal parties as equals and
preventing companies from negotiating the issues thally interest them. But when the

different actors wanted to provide for special dbads, they found that they were able to do
so without breaking the law, thereby turning theadivantages of sector-level negotiations to
their advantage. In effect, whether different conigs are treated equally, or whether only
wages are addressed within collective bargainingedés not on the Wage Council Law, but
rather on its operators and how they negotiate.

The 2005-08 negotiations allowed for a range obsibns, including:

(a) differences associated with geographical loaati so that Montevideo and the
interior'® negotiated separately, or received differentiehttment within the same
agreement?

(b) differences reflecting a variety of companyesi/

(c) situations during negotiations affecting specdompanies that were unable to
meet some of the terms and which were thereforenptexrl from the general
provisionst®

(d) situations during negotiations affecting specdompanies that were unable to
comply and which, instead of exemption, were gigéferent treatment within the
same agreemert;

(e) situations affecting companies in which cortralgligations pose a risk to jobs,
allowing them to opt outdescolgarsgshould it become necessary.

15 For example, agreements within Group N° 18 “Calturecreational and communications services” hm subgroups “Press-
radio-open” and “Subscription TV", which createdasific chapters for Montevideo and the interiorgoigating in different form.

16 For example, the agreement achieved by Group Nulsiroup 04 “Undertakers”, and subgroup 10 “Serstations”, under the
rubber chapter.

17 For example, the agreements by: Group N° 15 “Hesgrvices”, subgroup “Homecare providers”, whigtidguishes among
companies by number of affiliates; Group N° 18 ‘tGrdl, recreational and communications serviceshgsoup 2, chapter
“Interior press”, which groups companies accordimgheir circulation; Group N° 13 “Transport andrage”, subgroup 5.2 “Taxi
operators”, which differentiates by number of védsc

18 For example, Group N° 14, subgroup 2.1 “Creditisrexpressly excluded the OCA firm, which receiyeermission to sign a
company-level agreement; subgroup 4 “Securitiessprart”, which expressly excluded Prosegur, giveat {t “demonstrated an
economic situation deserving of exceptional treatf@long with others.

19 Group N° 7, subgroup 4 “Paint”, in the 2005 rouBdoup N° 18 “Cultural, recreational and commuriaret services”, subgroup
4, chapter “Subscription TV”, in Montevideo.
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The difference is that with exemption (d), the campis never bound by the contract
signed, while with the opt-outdéscuelgueclause (e), the company remains bound by the
contract, receiving permission to opt out if, aingopoint, compliance poses a risk to jobs.

There were very few agreements allowing comparoespt out (six in 2005, six in
2006, and five in 2008) and there was no unanimnitierms of the mechanism used. Some
required that companies present documented juwfific to the relevant authority. The
mechanism used by the MTSS added consent frometttersunion, and the presentation of
documents for joint evaluation by MTSS and MEF aéfis. Some agreements took this
suggestion and explicitly negotiated this procedlithers decided that the competent body
was the wage council itseff While this instrument is seldom used, the posgihilf opting
out is increasingly seen as a tool for bringing keos’ and employers’ interests into the
equation, to maintain employment and companies’ paiitive edge. This shows that
negotiations, such as those carried out by the F@&B take into consideration the specific
conditions facing some companies, but still avaédving workers out in the cold by
negotiating substitute agreements.

In terms of the lack of negotiations regarding maage issues, this is not intrinsic to
sector-level negotiations either. Because of thek laf regulations governing collective
bargaining, other negotiating levels are not enaged. If there were agreements at different
levels, dealing with the same issues in differemlysy the judicial uncertainty of how to
coordinate them would remain.

Articulating different bargaining levels, which deqls on the autonomous initiative of
the parties, is another tool that has seldom beed in Uruguay. When used, it tends to follow
the principle of applying the regulation that issnéavourable to workers and which does not
involve a substantial modification of labour lavwnmiples. Few agreements cover a variety of
issues and those that do deal mostly with veryipemnes? Only sector-level agreements in
metallurgical manufacturing, textile manufacturirand knitted articles industries include a
framework for later negotiations by companies dfedént issues of common interest. These
agreements, however, clearly demonstrate thatrimbtiating levels can coexist. If company-
level negotiation is not more developed, respoliillies with all three actors: workers and
employers, who do not exercise this possibilityd dhe State, which makes no effort to
encourage it.

5.2.5 Negotiating different kinds of
relationship among actors

As Table 6 reveals, the typical issues covereddieative bargaining were mechanisms for
the prevention of conflict (whether legal or nogd#, a peace clause, and some aspects of
union activities.

20 Agreement developed by Group N° 13 “Transportstocage”, subgroup 7.2 “Bulk dairy transport”, asubgroup 7.1 “National
cargo transport”, both from the 2005 round.

2L Agreement developed by Group N° 14 “Financial rimediation, insurance and pensions”, subgroup Eapftalization
cooperatives”, during the 2005 round; agreementeldged by Group N° 1 “Food, beverage and tobacomessing and
conserves”, subgroup 7.5 “Coffee mills”, in the 3Gihd 2006 rounds; agreement developed by Grol2DNAssociative, social
and sporting bodies”, subgroup 2 “Associative bsliand subgroup 3 “Social bodies”, in the 2006nehu

22 For example, the 2005 agreement by “Print workshauthorized company-level negotiations to essiblinion dues; the
agreement for the same year among “Capitalizat@mperatives” authorized company-level bargainingliminate a half-day’s
work on Saturdays; agreements in 2005 and 200&éyNon-alcoholic beverages” subgroup establistmed benefits would be
negotiated at company level; the agreement forefirdtional news agencies” established company-leegbtiations for wage
increases for workers earning in dollars.
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Table 6.
Types of relationship among actors
(annual average)

Year Preventative Peace clause  Union regulations
mechanisms
1985 1 0 13
1988 59 85 9
1990 176 110 13
2000-04 20 27 20
2005 95 59 67
2006 78 101 122
2008 87 127 86

Source: Programa de Modernizacion de las Relaciones Laborales, UCUDAL.

Conflict prevention mechanisms were included imaljotiations, both under the wage
councils and during periods of free collective laémgng. They were most common in 2005,
but declined in number in 2006, when the unionnigee was negotiated under Law 17,940;
they rose again in 2008.

If we look at the measures that the parties toogrewvent or settle disputes, there was
never a single common criterion: they swung betwedrausting all possibilities of dialogue
before applying any measures and a double-edgedagpinvolving the wage council or the
DINATRA in mediation or reconciliation.

The peace clause generally prevents or limits trgract signatories from resorting to
certain measures while the contract is in effettl985, while agreements were negotiated on
a four-monthly basis, the peace clause did nott,eRigt in 1988, they became part of the
longer duration contracts and continued in 199paas of the same policy. In 2005, when one-
year agreements were the norm, these types ofragreedeclined, but rose again in 2006 and
in 2008, when most agreements extended contraetidns. This suggests that, in Uruguay,
business people are more willing to acquire lomgiteommitments if these guarantee them
labour peace.

In terms of the scope of the peace clause, it esya been limited to issues involving
wages, directly or indirectly associated with néaains, except for general measures applied
by a union federation or the sector union.

In terms of regulating union activities, until 2Q0@egotiations covered payment of
union dues, posting of notices, union leave, aedhtiiding of assemblies in the workplace. In
a few cases, the parties also negotiated union imitgnfrom layoff fuero sindica). But since
2006, it has been unnecessary to regulate thesesijsbecause they have become rights
guaranteed by law; collective bargaining has tleeeefocused on leave for union business,
established in three-quarters of agreements.

Agreements governing leave for union business apglgries of common conditions:

(@) advance notice of 24—-72 hours, except for @seen events that make reducing
this period possible;

(b) a union-issued certificate indicating who ufeglleave and the time involved,;

(c) the coordination of its use, to prevent disium to the normal functions of the
company;
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5.2.6

527

(d) the fact that hours of union leave per monthncé be accumulated and are
forfeited if not used; and

(e) the fact that leave for union business is resnated.

Other issues, such as the number of days per fei@d, the number of representatives
allowed to take them, and differential treatmemtdector representatives, were negotiated in
different ways.

In relation to the number of paid days for uniorsibass: in the manufacturing sector,
these are usually less than 50 hours; in the sesgctor, they are negotiated and range from
50 to 100 hours; and in the wholesale and retaidler(in which the agreement was approved
by majority vote against the companies), the tigtdl30 hours in companies employing fewer
than 1,000 workers and 500 hours in the case opaaias employing more.

In relation to the number of eligible representdivwhile some agreements do not
mention this issue, others establish a scale aitaptd the number of workers on the payroll,
and still others impose more stringent limits, sashminimum seniority in the company.

In terms of how sector-level leaders are treatethesagreements use hours of leave
corresponding to the company in which they workieos offer special treatment, which also
varies widely, because these additional hours egmall or unpaid.

Workers' participation in commissions

Negotiations from 2005 to 2008 encouraged workersecome involved in some aspects of
company problems. The resulting commissions dell gpecific issues, such as establishing
new categories or safety and health concerns,heué twere also some instances designed to
encourage the analysis of a broader range of issues

Relations between actors and production
received short shrift

The issue of flexibility in all of its forms (numieal, functional, or wage-related) was virtually
non-existent during the 2005-08 negotiations, asad been previously, probably because
debate focused on wages and job categories, thdoeicompetitiveness or employment.

Movement among different functions is hamperedthygtly defined job categories that
are typically closed and very limiting. Performarazel productivity bonuses are also virtually
non-existent.

The only element that gave rise to considerable@mmuwithin collective bargaining
was hiring, through intermediaries, subcontractorslabour supply companies. The first
response was a “labour supply” company agreemedrithwestablished that workers provided
in this way would earn the same wages as othedtwisector in which they are hired. Several
subsequent agreements, mainly in the manufactseetpr, limited these forms of hiring or
placed very strict condition on their USe.

2 For example, within Group N° 1 “Food, beverage tithcco processing and conserves”, the subgroBpeéts, chocolates,
cookies, candies aralfajores’, “Industrial bakers”, and “Pasta producers”, defil the conditions for hiring temporary help: that
is, when production exceeds normal levels of agtiand the permanent payroll is insufficient. Thibgroup “Coffee mills”
indicates that third-party labour cannot be usedrfachinists or others responsible for machined,that anyone working for one
year or more must become part of the permanentfarmds Similarly, the agreement developed by Grbldb “Manufacture of
leather, wearing apparel and footwear”, subgroupnfiing”, does not permit outsourcing for tasks Iagd in the productive
process and stipulates a period after which temmpe@maployees must be added to the regular payroll.
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5.2.8

Wage negotiations within guidelines

As mentioned, in the 2005, 2006, and 2008 roun@genguidelines applied. In 2005, these

proposed one-year agreements with two half-yearstients to take place during July 2005
and January 2006.

The July 2005 wage adjustment included three cuimalaomponents:

(a) a cost-of-living adjustment covering inflatialuring the previous yeate§s any
increases provided during the previous 12 months,ld they exist), with the aim
of levelling out wage increases, which, after mdhan 13 years without
agreements and negotiations, varied widely amongpanies in each sector;

(b) an adjustment for expected inflation; and

(c) a percentage for the purpose of recovering hasiog power lost due to the
economic crisis (referred to as “recovery”), torteemore than 2 per cent.

The January 2006 adjustment included only compangitand (c).

To ensure recovery — as defined in (c) — a cowrctvas included at the end of the
agreement to adjust for any differences (up or Jdvatween real 12-month inflation and the
expected rate used in the agreements.

Guidelines for negotiations during the second b&R2006 were very similar to those of
2005. They contemplated three half-year adjustmevith the option of a fourth. Each wage
adjustment involved only two components:

(a) a percentage for expected inflation; and

(b) a percentage for recovery (to be decided by ewage council and a correction
guaranteed), totalling 3.5-5.5 per cent for thedhaidjustments (and up to 7.6 per
cent, if there were a fourth).

In 2008, wage guidelines were different. There whree components: two alternatives
(presented in Table 7) and one required for alisedén which the lowest wage category was a
nominal monthly wage of less than UYU4,300 — irs tteise, about US$180.
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Table 7.
Wage guideline alternatives for the 2008 round

Alternative 1 Alternative 2
Duration 24 months 30 months
Adjustment period Every six months 1 semester and 2 annually
Real base increase 0.5% per semester 1% per semester; 2% annually
Additional increase, by Min. 0% Max. 1% per Min. 0% Max. 2% annually
sector semester and 1.5% annually,
depending on future
performance
Expected inflation BCU (minus the first, which could be the | BCU (minus the first, which could be the
average expected BCU, private sector) average expected BCU, private sector)
Correction One at contract's end (1 July 2010) Three (at the end of each adjustment)
Minimum recovery 0.5% per sem. 2.2% total 2% per year 5.08% total
Maximum recovery 0.5-1% per sem. 6.16% total 2%, and 2% and 1.5% 14.60% total
annually

Recovery will be corrected using GDP in 2010.

Note that a longer duration was rewarded with tossjbility of a higher recovery of
wages. The 24-month agreements offered a real eeg@f 0.5 per cent per semester and a
conditional recovery, depending on the sector’'$gperance, ranging from O to 1 per cent per
semester. Clearly, the longer adjustment period neasrded by the possibility of a larger
recovery in wages. In the case of 24-month agretnehe contract provides for a real
recovery of 0.5 per cent per semester and an additamount, depending on trends within the
sector, which ranges from 0 to 1 per cent semeBter.30-month agreements, the real base
increase was double: 1 per cent per semester ter2cgnt per year, with the increase
depending on trends within the sector, as in tlipus case (0—1 per cent per semester or 2
per cent per year, depending on the case), budlditianal increase of up to 1.5 per cent has
been added, which depends on forecasts for seetfwrmance, for which participants must
also agree on indicators.

Thus we can see that, in 2008, the guidelines becaore flexible to include the idea
of an adjustment based on sector performance addfetentiate between trends within each
sector. In practice, however, as we will see belbig, did not work as planned.

5.2.9 Relatively low wages resulted from agreement s

As explained above, the Wage Council Law required sector agreements set minimum
wages per category. When, in 2005, negotiationse wesumed after many years, several
sectors did not have the categories designed arshme cases, companies in the same sector
were paying very different wages. Dealing with tissue took more time than any other.

In almost every case, the solution applied wasproposed by the executive branch: the
parties were to agree on the required minimum fapaesentative category and, based on that
amount, re-establish the wage scale, using existitggories from the last legally approved
agreement as a basis. The problem was that, in seaters, category definitions dated back to
1964 and were, therefore, completely obsolete.

In general, then, the agreed minimums were low. Tifermation available is
insufficient to calculate the number of workers whetually charged the minimum agreed
upon for the sector, although it is likely to refi¢the amount actually received by a significant
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number of workers. To form some idea of the leweltable quantifies the percentage of
agreements in each minimum wage range, using thestorepresentative categdtior 2008.

The national minimum wageSalario Minimo Nacionalwas the floor for the lowest
category (about US$176 from July to December 20@8)Table 8 shows, almost 80 per cent
of agreements set minimum wages for the lowesigosies at somewhere between one and
two national minimum wages. For these categorieages in manufacturing (unskilled
workers) were slightly higher than in the wholesatel retail trade (sales people) and services
(administrative or others). The wholesale and Iretaide is the sector with the lowest
minimum wages: 81 per cent of agreements set tiénmim wage for the lowest category
very close to the national minimum wage.

Table 8.
Minimum wage for the lowest category*
(% over the value in effect, July-Dec. 2008)

us$ Manufacturing Wholesale and Services Total
retail trade
176-212 15.1 46.7 17.5 22.1
213-255 13.2 36.7 35.0 282
256-298 245 0.0 16.3 16.0
299-340 20.8 6.7 10.0 12.9
341-383 13.2 33 75 8.6
384468 9.4 33 6.3 6.7
469+ 3.8 33 75 55
Total 100 100 100 100

* The lowest category in manufacturing was unskilled workers (peones), and in the wholesale and retail trade , sales
people; in services, the most representative was used.

Source: Programa de Modernizacion de las Relaciones Laborales, UCUDAL.

As mentioned in 5.2.4 above, some sector agreensentdifferent minimums for the
same category, depending on company characteyistitshe number of cases that considered
different financial conditions for companies in theme sector were very few (Table 9). One
case that permitted differences was hotels, amdmghwminimum wages vary according to
location. The basic assumption was that a hoté?unta del Este (one of Uruguay’'s main
tourist centres) would be different from that ohatel in a small interior city. Another case
was that of those caring for the sick, which essaleld different minimums by company size,
with the lowest minimums applying to the companiéh the fewest employees.

24 Each agreement includes the wages for severautabategories. To create Table 8, we used the lowa®gory most
representative of the sector — for example, urekiorkers gedn in manufacturing, and sales people in the whigesad retail
trade; in services, we used the most representesitegory, because this sector includes everytlorg bars to banks — that is,
very different activities. Thus each table refletis minimum wages for each agreement.
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Table 9.
Agreements setting different minimum wages
(by number of agreements)

2005 2006 2008
By zone 9 6 6
By company size 4 3 3
By seniority 1 0 1
Total 14 9 10
% over total
agreements 8.1 5.0 45

Source: Programa de Modernizacion de las Relaciones Laborales, UCUDAL.

5.2.10 Wage dispersion improved

The signing of agreements brought minimum wages line for each sector and improved
disparity over previous years — particularly 200hese agreements set minimums, but each
company was free to set higher wages, which is déstrmines the sector’s level of disparity.
At the same time, major differences exist betweentass. For example, from July to
December 2008, in manufacturing, unskilled workpesones communjesarned minimums of
US$176-600, whereas supervisors and forepersonscearinimums of US$203-1,350.

Table 10.
Gini index for private wages

Year Index
2000 0.456
2001 0.462
2002 0476
2003 0479
2004 0.481
2005 0473
2006 0474

Source: Calculated based on the
Household Survey (Encuesta Continua
de Hogares, ECH).
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Table 11.
Minimum wages in agreements
(US$ in July of each year)

2005 2006 2008

Sector Lowest Highest Lowest Highest Lowest Highest

category category category category category category
Industry
Minimum 106 149 134 197 177 199
Maximum 537 1190 573 1269 779 1277
Min./max. 5.1 8.0 43 6.5 44 6.4
Average 215 411 231 414 316 544
Mean 196 352 218 380 292 493
Wholesale and
retail
Minimum 13 162 132 193 195 213
Maximum 283 1102 314 1224 488 871
Min./max. 25 6.8 24 6.4 25 4.1
Average 158 354 175 361 246 417
Mean 145 305 162 338 223 393
Services
Minimum 111 140 128 149 180 213
Maximum 1566 2610 1698 2809 2082 3471
Min./max. 14.2 18.6 133 18.9 11.6 16.3
Average 237 497 216 589 314 744
Mean 170 332 181 402 255 504

Source: Programa de Modernizacion de las Relaciones Laborales , UCUDAL.

Table 11 summarizes data from all wage-relatedemgeats.

Clearly, in some cases, the difference between imuinmis has declined: in 2005
agreements, for example, the difference betweemidneufacturing industry was 5.1 to 1 in
the lowest category and 8 to 1 in the highest;G0&2 this had fallen to 4.4 to 1 and 6.4 to 1,
respectively. This reflects the fact that, durihg first round, some agreements established
differential adjustments to ensure a greater ragovwe the lowest wages and a smaller
recovery (zero in some cases) for higher wagesrdar to shrink the wage pyramid.

In the wholesale and retail trade, differencesttierlowest category remained virtually
unchanged, while in the highest categories, thelir.

In services, the minimums in the lowest categoveey widely (in 2008, for example,
they ranged from US$180 to US$2,080), but this dhlystrates how different wages are
within the sector: a bartender can hardly be coegp#r an airline pilot, for example, although
both work in the service industry.

Table 11 also offers information on average andmveages for each economic sector.
Average wages fall closer to the minimum, indicgitihat agreements for high wages are few
and far between.
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5.2.11 Wage adjustments: Within and
beyond the guidelines

In the first two rounds, the wage-related contémhost agreements followed executive branch
guidelines. Some, however, set adjustments usiffgreit criteria and were nonetheless
legally recognized. In 2005, agreements with resbiityond the guidelines accounted for 7.5
per cent of the total and included cases in whihidases occurred over a different period
(over four months or three months in two casesh wite adjustment annually at the other
extreme) or which used different criteria (besi€?l, future estimates or corrections, or a
minimum base wage and percentages of revefues).

In 2006, the number of agreements involving diffémiteria rose, but because the total
also rose, these accounted for only a slightly déighercentage (7.8 per cent). These
agreements apply different adjustment criteria friba guidelines because they remain in
effect less time (one or two adjustment cyclesherause wages are set in dollars, or because
they are based on a basic wage and a percentageesfues® Similarly, some agreements
differed from guidelines in terms of the agreedkaey rate, which was generally higher than
recommended. Indeed, recovery was the main areehich agreements differed from the
established guidelines.

In 2008, given the nature of the guidelines, wésy hard to classify agreements. Two
alternatives exist and although the government iipglty announced that it would not
approve agreements combining alternatives, in io&ctthis was not the case. As a
consequence, 24-month agreements with three adjusdninstead of one final one were
signed, for example, or negotiators agreed on exgyorates well beyond guidelines. Strictly
speaking (in terms of periods, corrections, and reeovery rates), very few agreements
actually followed the guidelines.

Table 12 provides the structure of agreements dowpto their wage contents.

Table 12.
Classification of wage-related agreements and decrees
(% of total wage-related agreements)

2005 2006 2008
Agreements with a 90.5 67.9 62.1
single adjustment
Within guidelines 81.8 521 79
Over guidelines 8.8 14.5 542
Under guidelines 0 1.2 0
Agreements with 9.5 321 37.9
adjustments by ranges
Total 100 100 100

Source: Programa de Modernizacion de las Relaciones Laborales , UCUDAL.

Starting in 2006, some agreements establishedreliffeadjustments for minimum
wages depending on wage levels (such as highezases for minimum and lower increases
for higher wages). By setting minimums by categior)2005, many workers received much
larger wage increases than those established fjostatents with the guidelines: in many

25 Examples include G1sgl, G12sgl, G13sg4, G5sg1Gandgs.
28 Examples include G3 sg2, G5sg5, G7sg6, and G13& sgl
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cases, wages increased by as much as 100 pefOceatthe minimums were established, 32.1
per cent of 2006 agreements established adjustnfentshe different minimum wages
established for each category and economic sdaiodd9, calculated on the basis of one of
the following formulae:

(&) some set the recovery for minimums at the masintevel established by the
guidelines, with a lower percentage for the highesge groups;

(b) others set the maximum recovery rate for thghdst wages to the minimum,
setting larger recovery rates for the lowest wayaers.

Most agreements demonstrated the latter option.

In 2008, the percentage of varying adjustments tosg8 per cent of the total. The
strategy of setting wages according to a scalewsasclear in the wholesale and retail trade
(three-quarters of agreements); it was, howevaey, weusual in the manufacturing industry, in
which only 16 per cent exercised this option.

In every case, the goal was the same: that ishdeease minimum wages and thus
shrink the differences within the overall wage scal

Table 12 clearly shows that, as time passed, agnesmstopped setting their
adjustments according to the guidelines: in 20058 ®er cent did so; in 2008, only 7.9 per
cent did so. Moreover, this moving beyond the dinds generally involved adjustments that
were higher than recommended.

It is worth noting that, in 2008, upon signing, ignificant number of agreements (42
per cent) added percentages reflecting sectoraveeg, which moves beyond the guidelines
and the logic that they propose: if this percentdgpends on whether the sector grows or
contracts, how is it possible that, just 18 monglaslier in July 2008, the January 2010
adjustment included a recovery rate of 1.5 per based on sectoral trends? Undoubtedly, this
went beyond the spirit of this approach, reflectimgstrategy for increasing real wages
independently of prevailing economic conditions.

5.2.12 Increase in non-discrimination clauses

Some agreements from both 2005 and 2006 addedeslauglawing wage discrimination, in
terms of categories, training, and promotions,dason of sex (the majority), but also in some
cases due to other factors, such as skin cololigioes beliefs, and sexual orientation. In
2008, this figure soared (Table 13).

Table 13.
Agreements with non-discrimination clauses
(by number)
Agreements Total % non-
with clauses agreements discrimination,
total
2005 7 177 40
2006 31 206 15.0
2008 101 204 49.5

Source: Programa de Modernizacion de las Relaciones Laborales , UCUDAL.

Despite the fact that Law 16,045 of 1989 bans atrinination that violates the
principle of equal treatment and opportunitiestfoth sexes in any economic sector, women'’s
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average wages in the private sector are 34 perleget than those of men. This may justify
the inclusion of this type of clause within agreetse

In 2006, the number of agreements with non-diserittibn clauses rose in both
absolute terms and as a percentage of total agnéeniehe ten agreements (2005) that again
included this type of clause, were joined by 21 en@f the 31 agreements in 2006, two-thirds
included clauses banning discrimination on the gdsuof sex, creed, or race. Eight also
required compliance with Law 17,514 on domestidenoe, and three more expressly required
compliance with Law 17,242 on the prevention ofitggrand breast cancer. The remaining
third contained clauses referring solely to noredisination by sex. In 2008, half of the
agreements included clauses of some kind, mostrirefeto gender equity and equality of
opportunities, with the minority also mentioningasares to support women’s participation in
the workforce, including day care and special daysnedical examinations for both women
and men.

5.2.13 Benefits

In 2005, 40 per cent of agreements establishedfitefguch as leave for the birth of a child,
study leave, special holidays, premiums for setyiotine sector’s day for workers, provision of
work clothes, and per diems). Most of these bemefitre already contemplated in previous
agreements and these were simply ratified. Benefigge new in only 9 per cent of cases.
Although hard to quantify, benefits clearly involeeonomic impacts for workers.

In the 2006 round, 42 per cent of agreements ésialol benefits; in this case, 41 per
cent were new — that is, benefits had not previoliden available to workers through
agreements.

These percentages held steady in the 2008 roumelgottiations.

5.3 Private-sector bargaining: Impact
on wages and employment

Wage-related negotiations involved significant @ases in real wages for all workers,
although not everyone recovered by the same am@amterally speaking, these increases did
not hurt employment, which began to rise in 2008 &ontinued through 2008, despite
slowing in the last quarter, as the world cristssbime sectors.

5.3.1 Positive impact on wages

From 2005 to 2008, the average private-sector wage 18.5 per ceRf,posting a steady
recovery after a deep decline in the previous periparticularly in 2002 and 2003. According
to estimates by PIT-CNT experts, this recovery am®uo 50 per cent of the amount
necessary to return to 1999 levelssfituto Cuesta Duarte2008), as the figure clearly
illustrates. At the same time, the figure includdse representing GDP per employed person.
It reveals a constant recovery starting in 2008ectng a rise in GDP and a decline in the
number of those employed during that year, andultsequent years, the fact that GDP rose
much more swiftly than employment; by 2007, thidl lpashed GDP 10 per cent higher than
its 1998 levels. This means that there was a $igmif recovery in the real wage, with no
implications for the economy.

Within this average, an analysis of the INE averagaye index ladice Medio de
Salariog reveals uneven results by economic sector. Thaeshle and retail trade (22.2 per

27 Calculations based on the monthly wage indegi¢e Medio de Salarigsestimated by the National Statistics Offitesituto
Nacional de Estadisticasr INE) based on a survey of establishments.
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cent) and manufacturing (18.4 per cent) recovehedntost in real terms; private education
(9.8 per cent) and financial intermediation recedehe least (10.2 per cent). In the latter case,
this is likely to reflect the fact that private likémg maintained bipartite negotiations from 1985
onwards, meaning that the real wage rose moreithather sectors in which there were no
such negotiations.

Examining each sector by subsector (Table 14),differences become more acute.
Between 2005 and the first semester of 2008, soecevered more than 20 per cent
(particularly rubber and plastic, vehicle manufaiciy, metallic products and machinery, and
some subsectors of the wholesale and retail tradele some failed even to reach 10 per cent
(such as manufacture of chemicals or teaching).

These results indicate that although there werdedjuies, collective bargaining itself
resulted in some differences, partly because thegeof minimum wages in 2005 brought
large increases for some sectors and smaller amestliers, and partly because negotiators
agreed on different recovery amounts or more frefjoerrections, which ultimately improved
results.

Table 14.
Changes in real private wages, by sector and subsector

Sector (ISIC 3) 1st segnZi?gf Kﬁ)g 2004
Private sector wages and benefits 17.3
D. Manufacturing 18.4
15. Manufacture of food products and beverages 215
16. Manufacture of tobacco products 14.8
17. Manufacture of textiles 10.0
18. Manufacture of apparel; dressing and dyeing of fur 15.0
19. Tanning and dressing of leather; manufacture of luggage, handbags, saddlery,
harness and footwear 15.5
21. Manufacture of paper and paper products 15.2
22. Publishing, printing, and reproduction of recorded media 19.2
24. Manufacture of chemicals and chemical products 75
25. Manufacture of rubber and plastics products 36.8
26. Manufacture of other non-metallic mineral products 20.5
28. Manufacture of fabricated metal products, except machinery and equipment 23.7
34. Manufacture of motor vehicles, trailers, and semi-trailers 25.5
F. Construction 15.3
45. Construction 15.3
G. Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and
household goods 22.0
50. Sale, maintenance and repair of motor vehicles and motorcycles; retail sale of
automotive fuel 30.2
51. Wholesale trade and commission trade, except of motor vehicles and motorcycles 19.1

52. Retail trade, except of motor vehicles and motorcycles; repair of personal and
household goods 22.2




H. Hotels and restaurants 14.9

55. Hotels and restaurants 14.9
I Transport, storage and communications 154
60. Land transport; transport via pipelines 13.9
61. Water transport 174
62. Air transport 9.9
63. Supporting and auxiliary transport activities; activities of travel agencies 22.7
64. Post and telecommunications 17.4
J. Financial intermediation 10.2
65. Financial intermediation, except insurance and pension funding 10.2
K. Real estate, renting and business activities 19.6
71. Renting of machinery and equipment without operator and of personal and household
goods 20.2
72. Computer and related activities 19.4
73. Research and development 71
74. Other business activities 20.3
M. Education 9.8
80. Education 9.8
N. Health and social work 18.0
85. Health and social work 18.0

Source: Based on figures from the INE.

If we analyse results by gender, we can see tgapaemains after the reinstatement of
wage councils. Several studies (Amarante and A2o95; Buchelli and San Roman, 2005;
Amarante and Espino, 2002; Rossi and Rivas, 20Q@lpie the wage gap between men and
women on the basis of several causes:

(a) discrimination;

(b) occupational segregation, given that some j¢ibsluding those in research,
teaching, health care, administration, personalics, and the textile industry)
concentrate a large number of women workers, aad tttose with the largest
concentrations of women pay the lowest wages andeveral cases (as Table 14
shows) have posted smaller recoveries in wages; and

(c) the presence of a “glass ceiling” for womenttbébcks their advancement at
certain points in their careers.

In 2002, a woman'’s average monthly wage was 6Xget of that of a man, while in
2005, the gap had fallen (women’s wages amounte@6t@er cent of men’s); in 20086,
however, the gap widened again, remaining at 26@23. As mentioned in 5.2.12 above, very
few agreements include non-discrimination clauathpugh if the law were respected, these
would be unnecessary.

It is likely that the above factors have changdteliin the past three years. An
examination of a longer period, however, reveait,thl years ago (in 1995), the gap was
larger (women'’s wages stood at 59 per cent of mefitse closing of the gap in this period
reflects an increase in women’s human capital dsed eéhanges in their participation in the
labour force (Amarante and Espino, 2002; RossiRinds, 2000).
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Table 15.
Private-sector wages of men and women

Average private monthly wage Women’s/
Year Men Women men’;/:\)/ages
1995 3370.7 1995.8 59.2
2002 6674.5 42495 63.7
2003 6482.0 4280.8 66.0
2004 7062.6 4436.6 62.8
2005 7289.8 4836.6 66.3
2006 8660.3 5437.5 62.8

Source: Estimated using the ECH.

Tables 16 and 17 support the “glass ceiling” hypsiet data broken down by
occupation reveals that the largest gap occurs gnmamagement posts and that the gap holds
steady regardless of education — even post-secpddgrees.

Table 16.
Hourly wage gap by sex and by type of occupation

Year Senior management  Professionals and Office workers Sales people and

technicians manual workers
1995 86.8 80.2 70.7 62.6
1996 928 68.2 729 62.1
1997 96.9 77.1 713 65.1
1998 72.6 79.6 70.9 63.4
1999 91.2 77.7 77.0 66.9
2000 83.3 80.5 81.0 68.2
2001 66.6 85.8 75.3 69.4
2002 70.1 77.9 82.0 72.0
2003 57.9 83.2 79.9 71.8
2004 64.0 81.2 79.1 68.7
2005 67.9 81.6 83.5 71.0

Source: IECON, based on the ECH.




Table 17.
Wage gap by sex, public and private sectors,
and other income from work
(women’s/men’s wages, %)

Year No formal Primary Secondary Technical Teacher University
education institute training or similar
(UTU)
1995 45.1 55.7 60.2 59.2 709 54.4
2001 86.3 62.2 64.9 7.3 55.4 58.2
2002 76.1 67.7 67.7 68.5 772 57.7
2003 69.4 66.7 66.8 68.2 774 58.6
2004 69.5 64.6 64.5 70.2 718 524
2005 53.2 61.6 64.5 70.2 875 60.0
2006 58.8 60.2 62.0 63.9 84.2 58.6

Source: IECON, based on the ECH.

It should be noted that, in recent years, workiengdlvement in the formal economy has
soared, as captured in the ongoing Household SyBeguesta Continua de HogardsCH)
data and in the number of workers registered with BPS. As Table 18 indicates, in June
2004, 718,960 private workers contributed to sogégiurity; this had risen to over one million
by June 2008. In three years (June-June), the nuwotbeorkers registered with social
security had risen by 43 per cent.

Table 18.
Number of private sector employees paying into the BPS
(June of each year)

Year Contributors Change (%)
over the previous

year

2003 659,559

2004 718,960 9.0

2005 808,287 124

2006 890,430 10.2

2007 955,614 73

2008 1,029,061 7.7

Source: BPS

This shift reflects the reinstatement of the wagencils and greater control applied by
the BPS, combined with a larger supply of formaitge jobs, thanks to economic growth
(Instituto de Economia, 2006). As the next sectexplains, however, the problem of
unregistered work persists.
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5.3.2  Positive impact on employment

The economic crisis hurt the labour market. In 20468 average number of jobs was 85,500
fewer than in 1998 (Instituto Cuesta Duarte, 2005).

If we look at the demographics of the unemployniignires, we find that:

- the urban interior was harder hit than the capitdly, Montevideo (2003
unemployment rose 44,600 over 1998 figures foirttexior, compared with a rise of
42,900 for the same period in Montevideo);

« the crisis hit women harder than it did men in batbas (the 2003 unemployment
rate in Montevideo was 19.6 per cent for women bhgher cent for men, compared
with 22.4 per cent for women in the urban intedad 13 per cent for men); and

« it hit young people more than it did adults.

As the crisis faded, employment picked up, but tilstegnated in late 2004. As
mentioned in 1.4 above, possible explanations deduuncertainty over reinstatement of the
wage councils, but this is hard to confirm, becatseuld be one explanation among several
and because it is hard to isolate the differergabéf

Some labour market theories suggest that wagedsese— especially those affecting
minimum wages — may impact employment negativelgding to workers displaced due to
cost increases. In fact, if we examine trends igaegaand the employment rate since 2005,
starting with the reinstatement of the wage cosneile can see that both rose, contrary to the
idea that wage increases hurt employment.

What this means is that while some changes inabeur environment — including new
laws, reinstatement of the wage councils, and & e@nificant increase in the national
minimum wage, as described here — may have produnedrtainty and some paralysis in
decision making, once the new scenario shifted per@od of economic growth, the labour
market improved.

In 2005, the MEF carried out some estimates baeetied ECH and found that, during
that year, the number of wage earners in the gisattor rose by 5.4 per cent on average. If
we break this figure down by company size, we fihdt employment rose even in small
companies (4.5 per cent in companies with nine eyags or fewer), at a time when many
business people were arguing that the wage counocildd make smaller firms go bankrupt
when they were unable to deal with the agreed Wagsds.
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Table 19.
Trends in real wages and employment

Years Change in Change in Employment rate Unemployment rate
real national | private real
minimum wage
wage Total Men Women

2003 -11.7 -12.8
2004 -0.1 -15 50.9 62.8 40.7 13.1 10.3 16.6
2005 70.3 4.0 51.4 62.7 419 12.2 9.6 15.3
2006 16.0 5.0 53.9 65.4 444 11.4 8.8 14.4
2007 4.0 45 56.7 68.4 46.9 9.6 71 12.6
First
semester
2008 246 2.7 57.1 68.0 48.0 8.3 5.9 11.0

Source: Calculated using INE data.

A recent study analyses the impact of the minimuagevon employment for 2005 and
2006, finding that a strong rise in the nationalnimum wage came with growth in
employment for skilled and unskilled workers. Orfigr one group of workers does
employment not recover — that is, young people withleast skills — but, as the report notes,
this offers strong reasons for encouraging betinihg (nforme Nacional de Desarrollo
Humang 2008).

These important achievements have not, howevevedadll problems: a significant
number of workers remain in poor-quality jobs. e fiirst half of 2008, for example, 40 per
cent of those working were underemployed (thatviwking less than 40 hours per week and
wanting to work more) and/or without social segurit

Table 20.
Percentage of those employed by the job quality

Underemployed Underemployed Not registered Employed with no
and not restrictions
registered for
social security

2004 401 11.9 28.9 55.3
2005 47 124 26.4 56.6
2006 41 9.5 254 61.0
2007 3.7 9.1 254 61.7
First semester 8.4 9.4 231 59.1
2008

Source: INE.

5.4 Three special cases of
private-sector bargaining

In this section, we will analyse three spheresrofape negotiation that, due to their special
conditions, deserve some comparison — that is:
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« negotiations representing domestic employees, wioick place for the first time in
2008;

« collective bargaining in the rural sector, whicartd in 2005; and

« negotiations in the non-alcoholic beverage seethich have gone on uninterrupted
since the wage councils were first created in 1943.

As we will show, the passing of time brings greateturity to the different actors,
generating trust and credibility, and helping tentgollective bargaining into a richer tool,
which involves everyone in processes of changenbagtheless respect each group’s different

interests.

5.4.1 Collective bargaining in the domestic
service sector starts in 2008

For the first time in Uruguay’s history — and fameoof the first times in the world — a wage
council representing domestic service was estadaighn August 2008.

This was planned from the moment that the new gowent took power. In his speech
on 1 March 2005, President Tabaré Vaz§uemnounced the reinstatement of tripartite
negotiations as a factor to encourage better lat@ations, decent work, and social dialogue,
adding: “We have set ourselves the medium-term gdatreating a Wage Council for
domestic service in our country.”

This process was complex — essentially becausest vard to determine who could
represent this sector's “business people” — butgethyears into the new government,
negotiations finally began within a newly createalye council.

To understand this issue, we will now provide &boverview of the sector, its current
legal conditions, how its actors are organized lamd their roles in collective bargaining are
defined, along with a summary of progress madedifidulties to date.

Sector with special characteristics

Domestic workers replace or complement the workarhemakers (primarily women) in their
households, but this is an economic activity, beeatley receive a monetary wage and, in
some cases, payment in kind, involving room anddo@he labour relationship involves a
wage, but work takes place in private householdd,cvers all or some tasks involved in the
production of goods and services, along with taskslving relationships and values. In fact,
it is hard to distinguish between the care of abifgl the elderly, or the sick in the household,
cooking or cleaning, and other management taskdufimg paying bills and doing the
shopping). This difficulty arises from the naturetioe work itself (whether remunerated or
not), which involves a wide range of activitiesttheay take place in the same period of time,
depending on the society, the cultural factors, #red socio-economic conditions of those
involved (Amarante and Espino, 2008).

As many studies have found, women’s participatate in the workforce has increased
significantly in recent decades, reflecting chanigeattitudes that favour women’s autonomy,
their rising levels of education, the need for leighousehold income, demographic changes
(fewer children per adult woman), and so on. Urydguas been no exception. While, in 1986,
women’s participation rate for the whole urban seetas 41.4 per cent, by 1996, this had
risen to 46.7 per cent; in 2000, it had risen tdl4%er cent and in 2007, it stood at 53.7 per

cent (all figures from the INE).

8 Accession speech by the President of the Repuhlide in Congress on 1 March 2005 (our translation)
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Abramo and Valenzuela (2006) found the same tréngughout Latin America, and
note that this has led to a rise in employment amestic service. Much of this rise in
women’s participation rate overall and the paratipn rate of the poorest women reflects the
fact that domestic service, self-employment, androhiusiness is the employment segment
that grew the most. In Latin America, in the pastatie, the participation rate of women from
households with different income levels rose thestmivpom 28.7 per cent in 1990 to 39.6 per
cent in 2000. One reason behind the fact thatrafiignt percentage of women in the region
still work in domestic service is precisely thetféttat more women from medium and high-
income levels have entered the workforce. Manyhafsé entering the workforce from the
poorest income groups do so, then, by carryingaskis for higher-income sectors.

In Uruguay, around 109,000 workers were employeddmestic service in 2086—
that is, about 8 per cent of those employed througthe country — with 99.2 per cent being
women (Amarante and Espino, 2008).

As far as the main characteristics of these womenkevs, Amarante and Espino
indicate that their educational level is low andolethat of other working women (48.6 per
cent of domestic workers have not completed pringhycation and 35.4 per cent have not
completed secondary education); most (48 per @rthged 35-54 years, while 31 per cent
head their own households — a figure that is ratfigher than the general average for
employed women (27 per cent).

Domestic workers actually work fewer hours thareotivorking women, averaging 28.2
hours per week compared with almost 35 hours foreaiployed women, but there are
noteworthy differences according to the type of kvdahose involved in caring for the sick
work more than 44 hours, while those involved iméstic labour work 26 hours per week.

According to data from the BPS, in 2006, of 43,8@0kers in domestic service (annual
average), only 40 per cent of the total were cavéresocial security and formally employed,
compared with 65 per cent of working women overall.

The number of employees in this sector registeliétl social security has risen steadily,
as has been the case with other groups of workethe case of domestic labour, controls are
mainly through official reports, there are no roetinspections, and the wage council (and
other measures to encourage formal employmentisnstttor) has barely begun to function,
meaning that one explanation for the rise is thailipity campaigns have helped to raise
awareness of this issue.

2 This includes maids or those providing cleaniramestic cooking, home assistance, and care fadrenilor the sick.
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Workers in domestic service affiliated with the BPS
(covered by social security)

Trabajadores del servicio domeéstict
afiliados al BPS

55.000

50.000

45.000

40.000+

35.000

30.000

25.000+

20.000 ; ; ;
8 3 3 8838 855

Despite the relatively low percentage of workersered by social security, based on
processing ECH data, Amarante and Espino note 4Bat per cent receive bonuses
(aguinaldg — that is, a legally guaranteed social benefitvigled to all dependent workers.
This is more than the 40 per cent officially cowkby social security, a sign that some women
workers receive it anyway.

This reveals some of the peculiarities of this kafidvork: it is carried out in isolation,
within a private household, and working conditi@me intimately associated with those who
do the hiring. Aside from the rights and the lawseffect, in practice, hours of work, tasks,
wages, social security, and so on depend mainlthercharacteristics of the employer. The
relationship creates personal ties, while worké&slation make it hard for them to demand
their rights. Indeed, every time the Union of DotieesNorkers Gindicato Unico de
Trabajadoras DomésticasSUTD) holds an assembly or attends a council imgebnly the

president appears in public. There have already igags, despite the law protecting union
leaders.

In terms of real hourly wages, domestic servicekems have followed the patterns of
other workers: growth with some swings until 20ptiinge during the crisis (by around 25 per
cent between 2001 and 2005);and recovery from 200@ards, unlike other wage earners,
whose recovery began earlier (Amarante and Esgio@8, based on the Expanded National
Household Surveys Encuesta Nacional de Hogares Amplia@aNHA).

In 1990, the executive branch began to set the Vagdomestic service along with the
national minimum wage (Decree 246/90 of 31 May 9@ the same day, it set a minimum
wage for domestic service in Montevideo (16 pett c@er the national minimum wage) and a
slightly lower one for that in the interior (abdf per cent of the Montevideo minimum wage)
for eight hours of work, allowing for a 20 per celidcount should the employee receive room
and board, and 10 per cent should the employeéveetmod. From the second half of 2003
onwards, the amount started to move away from théomal minimum wage, because
adjustments to domestic service wages were hidyelate 2004, the gap had reached 25 per
cent. A significant increase in the national minifmuwage after 2005 closed this gap
somewhat. Moreover, in July 2006, wages for doroesdivice in Montevideo and the interior
became the same. In June 2008, the nominal mininvage for domestic service stood at
UYU3,549 (around US$170), while the national minimwas UYU3,416 (US$165).
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The regulatory framework: From individual
treatment to general standards

Until 2007, there were no regulations governing keos in domestic service. Their wages
were set by the executive branch, as mentionedthleythad no right to intermediate or night
breaks, no right to overtime payment (because hofungork were unlimited), and no right to
severance benefits until they had been in posfiomt least a year. Since 1984, such workers
have had access to health insurance (medical asststand a subsidy in the event of sick
leave), on condition that they work a minimum ofde8/s or 104 hours per month and receive
wages equivalent to 1.25 times the national minimuage (Pérez Ferreiro, 2008).

This is similar to the situation in other countriaghe region, which treat this specific
category of employees differently — that is, disgnatively.

In comparative law, sometimes to this very day,idglly domestic service is only
mentioned to say it's excluded from the new lawd avhen it has its own statute, it is
common that this exists to limit the sphere in hienefits are applied. This situation is
particularly visible in Latin America, where domiestervice remains predominant and, in
almost every country, faces disadvantageous tredtomnpared to the rules governing
other urban worker¥

In June 2007, the regulation associated with Layp@®8B was approved, creating the
juridical framework for domestic service workerdig establishes some instances of special
treatment in the context of coverage by all nortabbur and social security standards. Key
contents include a limit on hours of work, wage ategions through councils, the right to
severance upon being laid off after 90 days, aagutssibility of inspection.

The Law defines domestic labour as that in which parson works under another or
others, for one or more families, to provide cand aarry out tasks within the household or
associated with the household, without these tesgiesenting a direct economic gain for the
employer.

A key change limits hours of work to eight per dang 48 hours per week, with a break
(paid, even if this involves absence from the plateork) of at least 30 minutes in the day,
and of at least two hours for those workers reogivioard, along with a weekly break of 36
uninterrupted hours through Sunday and part of rBayuor Monday (by agreement), and a
nightly rest period of nine uninterrupted hourstforse living in the household.

These regulations also establish compensatiorajaff, after the work relationship has
existed for 90 days in a row, and also in the cdidayoff due to pregnancy. At the same time,
domestic service workers are covered by unemploymerer Decree Law 15,180. In terms
of coverage for sickness, they can choose betwgmivate healthcare provider or coverage
under the Ministry of Public Healttinisterio de Salud PublicaMSP).

The regulations also set a minimum age — that 8sydars — for those working in
domestic service, although the Uruguayan Childrehistitute (nstituto del Nifo y
Adolescente del UruguaiNAU) may, in some cases, authorize the employroéworkers as
young as 15 years.

Through its inspectors, the MTSS supervises comgdiawith the law. It can inspect
homes in which there is some reason to presumeampliance with labour regulations and
social security, but this requires a judicial order

Another important change is that domestic servioekers now come under the wage-
setting system and categories created by Law 10wdigh created wage councils.

30 Dr Héctor Barbagelata, Labour Law, available ombi http://www.cotidianomujer.org.uy (ILO transbat).
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Workers affiliated with the sole union representadmmestic workers indicate that the
law represents progress, but remains insufficiarthat it is not always respected.

Bringing the actors together:
Difficult, in both cases

From the start, it was clear that the union, reoiggd in 2005, would represent workers in the
wage council. The problem lay in finding who coukbresent the company — that is, the
employers — in negotiations with domestic servioekers.

The SUTD has a long history in Uruguay. A union flamestic workers was already
established by 1963; in 1967, it became a sociatum@l, and associative body, before
becoming a labour association in 1971. After demogrwas reinstated in 1985, a general
assembly of workers created the SUTD, which stofipectioning after some years.

Workers spread out all over the country, “unipeadbrvork, the lack of experience
with unionization in the sector, the lack of a umilicence, the lack of training, and the
personalized labour relationship that arises thnotige intimate ties that develop with the
employing family are all problems that these woskiaice when they try to organize.

In 2005, a PIT-CNT committee organized an assembbiector workers to reconvene
the union. Currently, it has 600 members, but tikeer unions, few pay their dues (70-80 per
cent)*! They meet only in the headquarters of another ynamd are dependent on the
solidarity of other workers and professionals felphin union functions.

According to comments from Cristina Otero, SUTD gmh secretary, the union
reorganized in 2005 when workers heard about dedoeesetting domestic service wages (as
mentioned above, these arose in 1990); from thad, tthey began to fight against differential
wages for women workers in Montevideo and the iotdf'Our employers all earn the same,
why should they pay us differently?”). After a léimg effort and several meetings with
representatives of the executive in July 2006,uthien achieved a national wage. From then
on, it fought for a wage-scale approach, whichinialfy won with a January 2007 decree that
established an 8 per cent rise in the lowest wagath 5 per cent for wages over a
predetermined minimund.

Throughout this time, the workers mobilized to agki wage councils. In early 20086,
the union met with the MTSS and the DINATRA, an& thovernment’s representatives
committed to negotiations with the sector that sgew, without further delay.

In August 2006, the union almost achieved its goatsthe time, the CEDU, which
represents some 7,000 mainly medium and small coipén the interior, offered to bargain
as the employers. But on the day on which the weagmcil was going to meet, the Chamber
of Commerce opposed the CEDU acting as its reptaides

Privately, the Chamber of Commerce argued that @DU was interested in
participating in the CST, because it did not fegiresented by other business organizations.
To participate in the CST, the CEDU had to be iagdlin negotiations with some groups,
which is why it had offered to bargain on behalftod employers of domestic workers.

The council was therefore unable to meet, due pmsition from the other bodies — but
the workers continued to insist that such bargagirshould take place. In 2007, the MTSS
suggested to the press that the Housewives' Lefigga de Amas de Cas&AC) might
represent the employers’ side. The LAC was a noffitpcivil society organization, founded
in 1995 to dignify the role of the homemaker, takvfor pensions, and to defend consumers.

31 |nterview at a union meeting, 5 November 2008.
32 There were six decrees issued from the momenthkeajovernment took power in March 2005 throughuoe 2008.
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When LAC members heard of this suggestion, theyambed the MTSS and met with
authorities to exchange ideas, but to little auatil, in early 2008, efforts were resumed. After
several meetings and with the approval of a majoritte at a members’ meeting, the LAC
agreed in July 2008 to participate in the councils.

When the time came to negotiate, some unique deaisteccs became clear: not only
was there an obvious lack of negotiating experiemteound, but also there was a lack of
experience with labour relations in general, beeah$s had never been one of the LAC's
objectives. It belongs to no business associatiwhfaces negotiations with no support. The
resulting agreements would bind a lot of importaewple who were unknown to the LAC and
with whom it had no ties. In addition, all LAC woikdone on a voluntary basis, meaning that
it had no funds to pay for advisérs.

Negotiations: Essentially wages and
some general concerns

On 19 August 2008, the domestic workers’ wage cibumet for the first time, representing
the first attempt at collective bargaining everearignced in this sector.

After six meetings, amidst the marches and couldenenstrations typical of
negotiations! the negotiators reached agreement and, on 12 NmeeP008, they signed the
sector’s first collective agreement, with a 22-nfowmiuration. According to the workers:
“Everything was done under pressure and it toak aflwork, but we achieved it.”

The agreement established three adjustments: tbig fipon signing (1 November),
included a special raise covering July—Octoberabse the rest of the workforce had received
a bonus that month; it was followed by two annwjustments, in January 2009 and January
2010.

The first adjustment established differentiatedéases according to a wage scale as of
30 October: a 20 per cent raise for the lowest vegrers (under US$162); 10 per cent for the
mid-level wage earners (US$163-208); and 5 perfoetibe highest (over US$208).

Starting on 1 November, the minimum wage for 44rbaf work was set at URU4,250
for 44 hours of work (about US$185). The two annagjlustments that followed benefited
every group on the scale, established a compopeimffation, achieved 2 per cent in annual
recovery, and included a correction at the enth@figreement.

The correction included the payment of a senidsdgus of 0.5 per cent, starting at one
year and lasting for a maximum of ten years (upotiation, in January 2009, those with a
year or more began at 0.5 per cent), and establlishpaid holiday to celebrate domestic
workers, on 19 August: “We wanted to choose a dayappiness and not sadness, as many
unions do, we have other days for pain. This 19ustigs the day we participated in our first
councils and we want to celebrafé.”

From the economic point of view, the agreementbéistees some benefits that, in fact,
already exist under law, along with others thatraseclearly defined. It establishes that any
cut to hours of work is a partial layoff (not cogdrby current layoff regulations), special leave
as under existing law, and that if workers carry thieir tasks outside the usual place of work
(during the employers’ holidays), they must receieenpensation, to be agreed on by both

33 Interview with Mabel Lorenzo, LAC president, Uruayy 19 November 2008.

341n an interview conducted on 5 November, the urimlicated that agreements had been reached; adkéser to the LAC then
modified contents and negotiations continued uhéke were reversed. Another problem occurred whemMTSS announced an
agreement starting 1 October, but the union denthtit# it be retroactive to 1 July, like all otteggreements, which demand was
finally granted.

3 Cristina Otero.
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parties. It also establishes that the employer pvitivide working tools and suitable clothing
(without going into details) that the worker musewand maintain at work.

Article 13 establishes that grievances arising freauests for pay rises or compliance
with the domestic service law, or for registratigith social security, cannot motivate layoffs.

Both parties must create a dignified working atniesp, free of moral or sexual
harassment, respecting the right to intimacy, anatepting psychophysical integrity in
suitable hygienic conditions.

It also establishes the commitment to work togetbdsring domestic workers into the
formal, legal sphere, creating a commission that teacommence in March 2009, dealing
with labour categories, union leave, and implent@niaof the written contract.

The agreement also includes articles dealing witkakrights, negotiating in good faith,
the right to information, and a peace clause.db aontains a safety clause (included in all
agreements signed during this round) establishirag, tin the event of any change in the
parties’ economic conditions, they can call a cdumeeting to analyse the situation. The
ageement thus leaves a door open to the currenbexo situation, but with no further details.

Some reflections

The eventual implementation of the domestic servi@ge council, which had seemed
virtually impossible at one point, led to the sugsfal signing of a collective agreement. Both
parties emphasized the excellent dialogue achi&Vekis was apparent in two key events:

(a) at a couple of meetings, the SUTD was accorepaloy a PIT-CNT union leader
who, according to the LAC, “changed the atmosphdret then stopped going; and

(b) at one meeting, the LAC came with a legal aglvisho, according to the union
“backtracked on [its] agreementgiyt then stopped attending council meetings.

One way or another, both parties kept their conmectvorking and negotiations
progressed through to favourable decisions.

An analysis of the agreement reveals that, whiterestve, it deals mainly with financial
matters, establishing the mechanisms for wage tuards and quantifiable benefits. The
remainder of the workers’ aspirations were includedeneral terms and their study referred
to the future, through commissions. The agreemest important in that it was the first of its
kind, although its content remains typical of ttatial wage negotiations, supported by the
State.

It is worth noting how difficult it is to ensure epliance with the agreement, given:

(@) the unique characteristics of this sector’s kyanvolving tasks associated with
women’s functions that arise from the sexual donsdf labour and its low wages;

(b) the fact that this work is carried out primgarih isolation (that is, by a lone
worker);

(c) that labour ties mix personal and working tielahips;
(d) the difficulties in forming unions; and
(e) the fact that most of these women workers atmg and have little education.

All of these factors mean that these workers atevary aware of their rights, and that
those who are aware of them are rarely willingatedd them.

38 |Interviews mentioned above.
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While all of these events reflect very significgmogress, there remains a long way to
go. In particular, as Amarante and Espino (2008)tpaut, in the case of domestic workers,
employment policies are needed that improve thenigigof this work and its
professionalization. For this purpose, the wagencids; with their tripartite set-up, are an
interesting starting point, although not the ongywiiorward.

5.4.2  Collective bargaining for rural workers
started in 2005

Although rural workers’ minimum wages have beenbsethe executive branch since 1923, it
was not until 2005 that the new government creatdiéctive bargaining institutions through
which the parties could jointly analyse issuesarhimon interest.

This section will consider some of the unique cbemastics of this sector, the actors
involved in labour relations, and the institutiammeated since 2005 for negotiation, along with
results.

Vulnerable population

Rural workers have always been considered a vlierpopulation, given the special
characteristics of their work:

(a) they are spread out around the country;
(b) they are often isolated in areas far from papaoih centres;

(c) their jobs are insecure — in most cases, theylimited to peak seasons, which
leads them to travel from one place to anotherytay out unskilled jobs; and

(d) livestock workers essentially live on the lahét they work, which makes them
dependent on their employer, leading to a tendémeyoid potential conflicts that
could place not only their employment, but alsartheusing, at risk.

Dominguez and Duran (2007) confirm these charattesj indicating that 45.1 per cent
of rural workers are spread out in “a rural mediumwhich means that “They live in the
interior of the country in unsettled areas (gemgrérming operations) with no urbanization”.
Similarly, 14.8 per cent live in towns with fewéran 5,000 inhabitants.

All of this has meant that two crucial featuredatfour relations in the rural sphere are
weak unions and the almost total lack of collechaegaining.

Juridical framework: From discrimination
to equality

In 1923, the minimum wage law governing rural dtite was the first measure approved to
protect workers in this sphere. This law set sestages and required that employers provide
clean housing and food or suitable compensationok lod control, however, meant that this

law was not very effective.

In 1946, Law 10,809 — or the Rural Workers’ Statfistatuto del Trabajador Rural
ETR), as Barbagelata (1999) calls it — confirmeat thwas impossible to “offer rural workers
the same protective standards as urban workerBor."example, the Statute maintained the
custom of setting the minimum wage by law, even mwitiee rest of the private sector was
governed by the Wage Council Law, and continuealltaw more than eight hours of work per
day, even when this limitation was the rule evergwehelse.

The Statute also excluded any form of workers’ ipgdtion. Both the law and its
regulations created commissions to improve livirapditions, but these never involved
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individual workers or collective action. Establisheesidents ecinos de arraigp rural

employers, and even delegates from the Uruguayanl Rederation Federacion Rural de
Uruguay, FRU), the Rural Association of Uruguayspciacion Rural de Uruguay\RU), and

the Uruguayan Farmers’ Confederati@offederacion Granjera del Uruguag€GU) all had
priority for sitting on these commissions.

These attitudes all indicate that legislators appihed problems in rural areas in very
peculiar ways, by trying to keep this a relatiopshith the individual worker managed solely
by the employer (Mantero, 2005). It also means Wiite the principles of collective law are
applicable, rural workers have been kept out obuization, strikes, and collective bargaining.

Decree Law 14,785 of 1978 changed the 1946 Statudewas praised for providing
rural workers with many of the benefits already owon in the private sector, among them
compensation for layoff and the leave system. Tkecwtive branch continued to set the
minimum wage, however, with no participation fronorkers, and no mention of hours of
work or freedom to unionize.

These differences, peculiar to rural workers, wiére object of concern among the
authorities after democracy was reinstated, crgatémsion in relations with the sector's
business organizations. In 1985, Minister of Labélirgo Ferndndez Faingold upbraided
business organizations for the low wages and badkimg conditions: “The working
conditions of these workers are much worse thagettod urban workers, because their rights
are different and because, moreover, they don’wkitneir rights, and if they know them, they
don't have any way of ensuring they are respecséte they have no organization to
effectively defend them ..**

Later, in his opening speech to the FRU conferénc&990, President Lacalle said,
“Rural workers have the right, not only under tae lbut also out of humanity and a Christian
spirit, to enjoy the comforts of modern life, sohiag that does not happen due to the
selfishness of rural producers ... We raised theigesaby 50 per cent, because it was

shameful to be paying alms”®

Yet despite this concern, by 2005, rural workeit Isad no place to negotiate their
wages, which the government continued to set,mit bn their hours of work, except in some
specific activities thanks to strikes and mobili@as?® and practically no experience with
negotiations.

In 2005, the wage councils were set up for thel reator. Decree 105/05 of 7 March
2005 created a new negotiating environment — ghdhe tripartite CSR — to establish the basic
criteria for setting up the sector's councils, ahdn their broader functions, as described
above at 3.2.2.

These two instances established the institutionghich rural workers could negotiate:
in the broadest sense, as an experience in sdelalgde; and in a more restricted sense,
offering them the opportunity to participate difgdh setting their own wages (Ciarnello et
al., 2006).

37 «The rural worker and the business sector's gartest, El Pais 1 June 1985.
38 Words published il Pais 28 May 1990.
39 Currently, the workers in the rice fields work leidnours per day (1940); forest, mountains, and lpegs (1944); farms, estates,

and gardens; vineyards; poultry farms; swine atubitefarms; bees and the producers of vegetalkdgsintes, root vegetables,
fruits, and flowers (1965).
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The actors: young, weak unions and strong,
influential business organizations

The actors in these rural labour relations are different from each other: while the new
unions are just getting started, business people loag belonged to powerful organizations.

Starting in 1940, unions with some stability or ahitity began to develop. From 1940
to 1955, ten rural unions formed, representing tgaimorkers in the rice fields (where
significant technological changes had been intredycdairy (as this industry began to
organize around Conaprole), and other crops sudugar beets and sugar cane (Gonzalez
Sierra, 1994).

In 1960, the First Meeting of Field WorkerBrimer Encuentro de Asalariados del
Camp@ took place, and a sector programme sought towligalworkers’ real problems and to
reinforce their efforts to unionize. The first coaipts about the rural wage councils, the
eight-hour limit on hours of work to bring them dntine with other sectors, compulsory
weekly rest days, and the need for agrarian refeeme heard. These initiatives, however, did
not achieve their goals, because rural workersnination remained very weak and declined
to the point that, by 1993, no rural unions paptited in the PIT-CNT'’s fifth Congress.

The decline in the rural unions did not, howevead to their extinction: some unions,
such as the Rural Workers’ UnioBifidicato Unico de Obreros Rurales y Agroindusésal
SUDORA) remained active and, in 2004, a new rugdkfation formed, the UNATRA, with
16 member unions representing citrus, sugar cace, dairy, horticulture, and fruitgrowers
farms. Today, it is the sector's most represergatiganization.

Rural business people mainly belong to the ARU thed~RU. Both exercise enormous
influence over the State, sometimes due to thewits people holding positions within the
government, and sometimes because they themsealigesthhave held these posts, but mainly
because of this sector’s importance to the natiecahomy.

As actors in labour relations, rural business petjlve always opposed the existence of
unions. Martorell (1983) noted that this businesstar had the view that “the relative isolation
in which these unskilled workers live prevents thfom easy contagion by the workers
involved in revolutionary propaganda”.

Higher-level negotiations:
Scarce results

To date, the negotiations at the CSR have takere ptethree stages:
(a) identifying the sector groups in order to ceglie corresponding wage councils;

(b) establishing the guarantees necessary to ertbareffective exercise of union
rights and collective bargaining in the sector; and

(c) analysing possible regulations of the hourwork in areas not yet covered by the
eight-hour limit (livestock and dry farmingagricultura de secano

Identifying sector groups, as described in sect®B.2, was the first and only
achievement: those involved reached consensus erthtke sector groups that should be
involved in the negotiations.

The next step was to seek agreement on the terthe oélationship among the parties,
guarantees for the free exercise of union freedgrasmission to hold assemblies in the
workplace, the free circulation of leaders, and abdity to post notices, charge union dues,
and distribute union materials.

59



Faced with the difficulties in finding points of mgment, the representatives from the
executive branch presented a working documentviadig ILO recommendations, which was
finally voted on and signed on 13 July 2005 withitg approval of the employers’ delegation,
which considered this the wrong time to analysé ghthe issues that Parliament was already
analysing as part of a larger whole.

The recommendations included in this documenttledti‘Guidelines to encourage a
fluid and dynamic relationship between employerd amal workers and guarantees that will
ensure the genuine exercise of union rights anéatdle bargaining’(“Pautas que permitan
una relacién fluida y dinamica entre las organizawés de empleadores y trabajadores
rurales y garantias que aseguren el efectivo epavaile la sindicalizacion y la negociacion
colectivd), include:

(a) complying with the Constitution, the laws, mmtational labour agreements, and the
Mercosur Labour Partnership Declaratio®e¢laracion Socio Laboral del
Mercosu);

(b) guaranteeing the free and effective exerciseumibn freedom and collective
bargaining;

(c) allowing union representatives who do not wisrkhe company communication
with its management and workers, after prior age@ramong the parties;

(d) permitting the posting of union notices;

(e) allowing delegates and alternates to the wagmadails the time that they need to
attend meetings and assemblies, without loss ofesvagr other economic
advantages;

(f using negotiating instances prior to the amilan of any measures.

If we remember that some of these issues were warddysis in a draft law, with a high
probability of approval (brought to fruition whemw 17,940 was passed) and that companies
were already questioning the draft law on the bt it represented a substantial change in
the game rules, we can understand company delégetesals to agree on a document with
similar positions to those of the draft law.

Once this issue was closed, discussion began dtinigrhours of work, through a
document prepared by workers. From the start ofl¢tmte, two distinct positions were clear.
While workers demanded equality with other work@msurban areas, based mainly on
comparative law and World Health Organization (WHs®8ndards, employers demanded a
flexible framework that took into consideration gugtive cycles and weather.

The executive branch, meanwhile, declared itsefawour of limiting hours of work
through a regime similar to that applying to url@rkers, but to play a mediating role and to
foster consensus, it made the eight-hour day arttbdi8 work week the centre of its positions.
It did, however, leave some room for manoeuvrehsag considering the average work day
throughout the weekly cycle.

Given these proposals from executive branch dedegdiusiness and labour responses
varied, with employers trying to move closer, whilerkers remained firmly behind their
initial demands.

Although the government chose to resolve the igsube CSR and by consensus, the
different views of the actors, mentioned above, enagdreement impossible; it therefore
presented a draft law, finally enacted on 24 De@na@®08, making the maximum hours of
work eight hours per day and 48 hours for everydsiys worked.
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From the lack of sector negotiation
to the prevalence of consensus

To date, four wage council rounds have been helthénrural sector, with varying results,
ranging from the almost total absence of negotiatiiothe prevalence of consensus.

In July 2005, thdirst round of rural wage councils took place and four subgsowere
established within Group NL (“Sugar cane plantations”, “Rice plantationsDr{y farming”,
and “Dairy”), with the two remaining groups having subgroups. The result of this round did
not meet expectations, however, since only the &8w@ne plantation” subgroup reached
agreement.

The agreement was short-lived (six months) anderoplated: wage adjustment; the
definition of working conditions; and some aspexftselations among actors themselves.

In terms of wages, the agreement established aésgand monthly minimums for
workers, a daily wage scale for different activgt{such as cutting, pruning, and stacking), and
special compensations for specific workers. It ighed no adjustment rate for workers
earning more than the minimum wage nor did it disabndicators to be considered when
adjusting these minimums.

On working conditions, the agreement recognizedight-hour day and a 48-hour work
week, achieving through negotiations something tiatkers had been unable to achieve in
umbrella terms within the CSR.

In addition, in terms of the relationship betweeaoes themselves, the rights of this
sector’'s workers to unionize, of union leaders rfonunity from firing (in the sense that
workers on sugar cane plantations cannot be firediffer for carrying out union activities), to
the payment of union dues by workers requestingnit] to facilities for leaders to carry out
their union responsibilities were all recognizetius, through common agreement, this group
adopted the recommendation from the CSR well betheelaw came into effect for all
workers.

All of the other subgroups failed to reach any egrent and, as it had in the past, the
executive branch had to set the wage adjustmemtféict for six months, so that the parties
had to continue negotiations in January 2006.

While it did not meet expectations, tleecond round of rural sector negotiations
improved on some of the previous results, with tagreements signed and a majority
agreement reached.

Within Group N° 1, the “Rice plantations” subgrowphich had adjusted wages by
decree in the previous round, established a short-agreement (six months) covering wage
adjustment and relations among actors.

For the wage adjustment, the agreement used exedmtanch guidelines: that is, a
percentage of expected inflation along with a 2 gt recovery. On relations among actors,
the agreement created a commission for dealing wiiime issues of common interest,
particularly categories, training, and union leaVhe agreement also established a peace
clause and conflict prevention mechanisms, withio instances for bipartite negotiation: one
that yielded no results and the other being wagadits.

Group N 3 “Forestry” also negotiated a six-month agreemeiith wage adjustment
following the guidelines, although at a lower reegvrate than “Rice plantations” (1.5 per
cent). Like the “Rice plantations” agreement, tbat‘Forestry” negotiated a peace clause,
conflict prevention mechanisms, and a bipartite mission to deal with issues of common
interest.
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In Group N° 2 “Vineyards, fruit farming, vegetaldlaming, floriculture, beekeeping,
swine and poultry raising, and other activities imatluded in Group N° 1", negotiations
produced no agreement, so the executive branclopedpa vote, supported by the business
delegation, but rejected by the workers’ delegatima proposal from the executive branch,
its content dealt solely with setting a wage adjgsit, with a 2 per cent recovery rate.

The remaining subgroups proved unable to reacheawet through consensus or
majority vote, since business delegates did nenditleaving the meeting without quorum.
Once again, regulating the wages of these subgroagsto be done by decree, but on this
occasion, the executive branch provided for arem®e of over 30 per cent to minimum wages
in some cases, in recognition of the extremely leages. For those earning more than the
minimum wage, they followed the general schemedetqul inflation plus 2 per cent).

The third round, which was supposed to start in July 2006 was mamaounced.
Conditions in the rural sector with regard to thbhesluled wage adjustment were not publicly
announced by Minister of Labour Eduardo Bonomi luRgbruary 2007° The Minister
explained that the July 2006 meetings had beereadspl on request of companies: “... since
their associations reported administrative diffiilmd for paying to the BPS the retroactive
amounts accumulated from the January 2006 adjussmesich were not deposited until
April, and moreover, because they had made a hifige ® absorb a wage increase of more
than 30% ..."

The new round of meetings finally got off the grdun January 2007 and found rural
workers thinking about the future adjustment, s aecovering the lack of adjustment in the
previous semester, which became part of all agreem®espite these difficulties, results
were better than those of previous rounds: agreemeration was longer and all rural
subgroups reached agreements (Table 21).

40 Statements t&l Pais,1 Feb. 2007.
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Table 21.

Wage contents of the third bargaining round by rural councils

Duration Six-month adjustments Others
1 2 3
Farming sector
Minimums 18 months Fixed amt UYU948 CPI Jul-Dec 06 + Est. CPI Jul-Dec 07 | Final correction
est. CPlJan-Jun 07  +0.75% + correction
+ 3.23% recovery
More than two Fixed amt UYU948 CPI Jul-Dec 06 + Est. CPI Jul-Dec 07 | Final correction
minimum est. CPl Jan-Jun 07
wages + 3.23% recovery
Sugar cane 12 months No adjustment CPIl Jan-Jun 07 + Final correction
plantations est. CPI Jul-Dec 07
+4.04% recovery
Rice plantations | 18 months Fixed amt. CPI Jul-Dec 06 + CPI Jul-Dec 07 + Final correction
URU1,218 est. CPl Jan-Jun 07 3.5% recovery
+5.97% recovery
Vineyards 18 months Fixed amounts CPI Jul-Dec 06 + CPI Jul-Dec 07 + Final correction
depending on est. CPlJan-Jun 07 1.5% recovery +
functions + 3.5% recovery correction
Forestry
Minimums 18 months Fixed amounts CPI Jul-Dec 06 + Est. CPI Jul-Dec 07 | Final correction
depending on est. CPl Jan-Jun 07 + 1.53% recovery
functions +2.81% recovery +
corrective
More than 1.5 Fixed amounts CPI Jul-Dec 06 + Est. CPI Jul-Dec 07 | Final correction
minimum depending on est. CPl Jan-Jun 07 + 1.25% recovery
wages functions + 2% recovery +
corrective

Aside from setting adjustments, the “Forestry” agnent established a detailed
description of categories, a paid holiday in redtigm of forestry workers, and a tripartite
commission for ongoing negotiations of issues ahemn interest, such as hiring modes,
working conditions, occupational safety and heaftpecial training to handle chainsaws,
transport of workers, and so on.

It also regulated union leave in the sector in egdt@ace with Law 17,940. Delegates on
companies’ grass-roots committees received one-hioalf per month for each worker
employed, with a ceiling of 250 hours per month andindividual ceiling of 100 hours per
month. It also established a scale for how manggiks could use this leave, by company
size, with companies employing one to five workieasing the right to one delegate and an
alternate; companies with 151+ workers were gives tight to five delegates and three
alternates.

The agreement also contemplated ten union hoursnpath for each worker as union
leave for national delegates, with a ceiling ofefigelegates able to use this benefit. In all
cases, leave must be reported 48 hours in advamest, have written approval and support
from the Union of Workers in the Timber and Alligtustries(Sindicato de Obreros de la
Industria de la MaderaSOIMA), must be coordinated to avoid harming narmompany
operations, and must guarantee that the job wilhgs be covered by a suitable worker.

Once these agreements became final, for ftheth round, the executive branch
proposed postponing all agreements by one seméastaning all groups together in July 2008.
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Getting parties to accept a postponement that wakeory negotiated, but was in fact an
imposition, was more complex than in previous niagoins. Only Group N° 3 “Forestry”
approved it by consensus, with the remaining gramggsoving through majority vote, against
the workers’ vote in every case.

Some reflections

The policy of including rural workers in the wageuacil system began to yield results over
time. From a first round that provided virtually aceas of consensus, the process reached a
third round that produced agreements in every gras@ able 22 indicates.

Table 22.
Results from rural wage councils

Round 1 Round 2 Round 3

G.1. Agriculture, livestock, and associated

Sugar cane plantations Six-month agreement Agreement One-year agreement

Rice plantations Decree Six-month agreement 18-month agreement
Dry farming Decree Decree 18-month agreement
Livestock Decree Decree 18-month agreement
G.2. Vineyards, fruit farming, horticulture, ~ Decree Majority agreement 18-month agreement
poultry and swine farming (MTSS & business)
G. Forestry Decree Six-month agreement 18-month agreement
Agreement 1 3 6

Majority agreement

Decrees

0
5

1
2

0
0

These initial rounds of experience confirm thateapected, rural sector negotiations
have taken time to mature. They did, however, managreate an atmosphere of negotiations
that helped to place the different actors on anakdooting, reinforcing their ability to
influence daily life. As time passed, the partibemselves helped to make the negotiations
more stable, by creating more lasting agreementis aaltling new issues to their agenda,
although the wage issue continued to prevail ospeets arising from the different productive
processes.

Clearly, there is still room for improvement, givirat sector agreements have not yet
given way to negotiations at the production-unitele While company-level negotiations are
still harder to implement given the sector's cheedstics, a sector agreement has created a
framework for employer action that will provide n@notection to workers, which previously
did not exist and which will help improve theiritig conditions.

5.4.3 Collective bargaining in the
non-alcoholic beverage sector

The non-alcoholic beverage sector generally indualekinds of soft drinks and water. This
sector was among those that had to reconvert totaiaitheir market presence and was able to
do so as a result of an overwhelmingly conciliatatijtude throughout labour relations. The
analysis in this section includes a brief desaiptiof the sector, its actors, collective
bargaining at the different levels, and the results
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Brief sector description:
Reconversion to compete

The main companies making up the non-alcoholic tageesector are:

(@) Montevideo Refrescos SA, which holds the exetudranchise for bottling and
selling “Coca Cola” products;

(b) Embotelladora de Uruguay (EUSA), which bottlesd sells “Pepsi” products,
“Paso de los Toros” and “Villa del Este” water, amdhich, by 2001, had
accumulated several years of losses, leading méoge with the national beer
company, Fabrica Nacional de Cerveza;

(c) Caribefio SA, which started producing juice andl997, launched a new line of
refreshments under the “Nix” brand, then added KM&tmineral water in 1999;

(d) Danone, which produces “Salus” water; and

(e) Sirte, which started out with exclusive hom&trithution rights for water, and now
shares this market.

All of these companies’ output goes mainly to tleendstic market, so production and
consumption are directly linked. Open borders, Whiave allowed similar products to enter,
the growing informal economy involving productionits that produce soft drinks outside the
sanitary controls of the legal system, smugglimgl high taxes have all played a major role in
the sector’s losses.

Soft-drink manufacturers have also had to changeegponse to shifts in consumer
preferences and demands. On one hand, concerheaith has led consumers to prefer water;
on the other, concern about obesity has stimuldeedand for sugarless drinks and energy

drinks.
All of these have brought changes, as follows.

(a) Capital became more concentrated: for exangol@panies involved solely in the
water market added other products, such as dijinkgs, beer, and even food.

(b). Ownership also changed: for example, Danome @$econd most important
company in the water market worldwide) bought aarigj stake in Salus and
Argentina’s Bemberg group took over EUSA.

(c) Glass containers were replaced by plastic onemirnable at first, and then
disposable. Although this change brought a sulistatgcline in companies’ costs,
it also reduced employment in this sector: estimatdicate that a production chain
based on returnable containers employs three tinoes personnel than one based
on disposables.

(d) Outsourcing became common, with direct emplsyeplaced by contractors hired
to provide specific services (typically transpagrgo, maintenance, and security).

(e) Given the small size of the internal marketmpanies concentrated their
production in a single plant, then distributed oragdilly. This led to the closure of
several facilities.

Thus, faced with the choice of fighting to competelosing their market share, most
companies chose to change. The union, which hathdose between resisting or accepting
changes, accepted the latter. Both gave prioritjntbual respect and proactive information,
generating enough trust to achieve a model of aatipa based on collective bargaining.

41 Study by the economist Nicole Perelmuter, avadlatsiline at http://www.ciu.uy/informe/bebida.html
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The actors: Both sides representative

The sector’'s workers are represented by the FO&ded on 12 September 1948, which
brings together company unions (in the capital @tyd the interior), belonging to non-
alcoholic beverages, alcoholic beverages, and wasss. At the company level, workers
belong to associative centres that independerglst ¢heir representatives.

The FOEB has a significant membership base andwth this declined with sector
employment, workers in the non-alcoholic beveragetw were always strong supporters.
According to union leader Richard R€ddhe reinstatement of the wage councils was key to
ensuring that, by October 2006, fee-paying uniombyers represented 82 per cent of sector
employees.

The business organization is the Centre of MakérBlan-alcoholic Beverages and
Beers Centro de Fabricantes de Bebidas sin Alcohol y €zag CFBAC), founded on 16
March 1934, which brings together all sector congmimcluding the main transnationals. The
Centre belongs to Uruguay’'s Chamber of Manufactu@éamara de Industrias de Uruguay
CIU). In terms of labour relations — and specificaiegotiations — the Centre has always
represented this sector in conversations with tDEB- at the sector level.

Sector-level negotiations: The usual
form of relations

This sector has an enormous experience with negot& which made it possible to
harmonize traditional negotiations at the seconebl]ewith specific bargaining processes
within companies.

Since 1985 (once democracy was reinstated) arfugalay, the non-alcoholic beverage
sector has always negotiated at the sector levaking this one of the few sectors that
maintained this process when the wage councils pstbpfunctioning and a regime
characterized by free negotiations began to defiages.

An analysis of the agreements reveals that theadir had their own peculiarities, right
from the start. In the first, 1985 round, when wasek sole concern was recovering their lost
wages, this group saw negotiations cover a wideggaf issues and included the commitment
by both parties to work together to find jobs foose laid off during the dictatorship (that is,
between 1986 and 1987), the compulsory provisionumiforms (included in the 1986
agreement), and the creation of regular healthcseance in the sector (which was not yet
been the subject of an agreement).

The first agreement also set the percentage ofvilge adjustment for the four-month
period and several benefits, many of which contitwuthis day, including overtime for night
work, special leave, an attendance bonus, a sgniminus, and the day of sector workers. On
the work front, the parties negotiated how extrespenel to cover peak periods should join
and leave the firm.

In the following sections and to facilitate undargting, we explain the contents of
sector negotiations, grouping them into three areage adjustment mechanisms; relations
among actors; and actors’ relationship to productio

a) Wage adjustments: All the benefits

From 1985 to 1990, negotiations in this sectoofeétd a parallel routalpble pistd, involving
both wage councils and bipartite processes, aqupriti the sector's characteristics, which
were then presented to the council for approval.

2 Interview with Manuel Méndez, available onlinehétp//www.aebu.org.uy/radio
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Because of this, at times the wage adjustment mérhacoincided with wage council
guidelines; at others, it varied. As long as theceive branch took a flexible approach to
approving agreements, it varied; when the govermmwas less willing to accept any deviation
from official positions, it tended to follow thenery closely.

From 1991, when the wage councils stopped medfiregactors were used to bipartite
relationships with no official support, so unlikeost private sector activities, it was not hard
for them to continue negotiating independentlyhatsector level. It is at this point that the use
of new tools, previously unused in negotiationgare

The first of these tools was tlsafety clause This stipulation is currently required by
companies fearful that, given the longer duratibragreements and the effect of external
factors, they may not be able to meet their oliligat By 2008, this clause had halted or
delayed several negotiations in wage councils, umavorkers reject its use. Nonetheless, it
formed part of the agreement governing relatioomft. May 1991 through 30 April 1992.

The agreement established that both companies ar#lers could denounce the
agreement if inflation were to begin to rise agaasing real wages to lose their value and
shifting employers’ costs. It was included onceiagathe 1995 agreement.

Another tool used in sector negotiations wasdkemption clause which, despite the
fact that these were sector-level negotiationsgifipally exempted some companies, because
at the time of negotiations, all parties alreadgwrthat they would be unable to comply with
the provisions of any agreement.

Technically speaking, this exemption can be implaee in different ways, but in this
sector, negotiators chose to name specifically dhmpanies represented by the business
association. This system appeared in the agreetim@ntasted from 1997 to 1999, and again
from 1999 to 2001, and was used for the last timttié May 2001 agreement, which remained
in effect until 2003.

This meant that the CFBAC did not represent, areteflore did not bind, those
companies not mentioned. This might be interpreétedeaving these companies’ workers
unprotected; in practice, the FOEB negotiated atadbmpany level with these other firms,
reaching agreements according to their real pdisisbi

For example, the agreement reached with MontevREfoescos SA in 1998 explained:

This agreement reflects the need to adjust workimgditions and the relations between
the parties to the realities of current economacial, national and regional conditions,

which are in constant flux, and to the changes woayin the consumers’ market ... The

workers’ union hopes that future negotiations wilhtinue, as they have done to date, to
be led by the Centro de Fabricantes de Bebidaalsimol, but recognizes that the current
situation facing Montevideo Refrescos requiresraroitment to ensure this improvement

actually takes place ...

Indeed, in the 1999 agreement, the company was agaiered by the sector-level
contract.

The opting-out clause was never explicitly negotiated in this sector, huas
nonetheless applied, as we can see from wage ¢owgmtiations, after they were reinstated
in 2005. The facts reveal that, upon direct requéstm companies, the FOEB was always
willing to take into account specific conditionsegotiating substitute agreements at the
company level, to avoid leaving workers unprotected
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One example was an 11 September 2006 decree {vatvad the stance of the Group
N° 1, subgroup “Non-alcoholic beverages, waterrdead malts”, which permits opting out
and agreements with specific companies (the sscsanallest?

The 2006 agreement uses another mechanism to fallospecial cases. It provides for
general wage adjustment formulae, but then, irtlar, makes special provisions for Salus
that involve lower adjustments. This is another wdyconsidering companies’ different
realities, but in this case, they were includedinithe agreement itself.

The sector’'s 2006 agreement marked the start efaakind of remuneration associated
with productivity , with both parties agreeing, in clause 12, to wimkcompany “systems,
amounts, conditions and indicators for productivigfficiency, operating excellence, work
organization systems, profitability, etc.) that kkbuead to variable annual incentive
payments”.

This suggests that companies in this sector arengntlee pioneers in developing
modern forms of remuneration.

b) Forms of relations among actors: Highly developed

All agreements signed since 1986 hagemce clauseunderstood as a commitment from
workers that they would not fight for wage increasturing the period covered by the
agreements. The clause always expressly committetthet idea of a “full commitment”,
meaning that, at any time, should one party faddmply, the other immediately had the right
to denounce this fact unilaterally.

Also since 1986, both parties negotiated legallyebadispute settlement mechanisms —
that is, those for which interpretation is basedttmm application of the agreement. This is a
two-step mechanism: the first step involves bipaitistance; when no agreement is reached,
the second step involves the wage councils (indudeagreements from 1986 to 1990 and
then in 2005) or the MTSS (agreements signed fre@2 1o 2004).

The 2006 agreement negotiated union leave based on:

« for companies employing up to 25 workers, 40 hqas month (non-cumulative
from month to month);

- for companies with 26-50 workers, 80 hours per m@nbon-cumulative);
« for companies with 51 or more workers, 200 hoursnpenth (non-cumulative).

In all cases, workers must provide 48 hours’ adeamatice, leave must be coordinated
to avoid affecting normal company operations, amel tinion must provide a subsequent
certificate for the use of these hours.

¢) Forms of relations with production:; A framework agreement

On 19 December 1989 through to 31 August 1991 ranewable for one-year periods, in the
absence of a complaint from either party 30 dajer o expiry, the CFBAC and the FOEB
signed a framework agreement to protect employment.

In general terms, the agreement recognized:

« companies’ rights to decide on restructuring, twoiuce new technologies, or to
modify those already in use;

43 Milotur SA (Nix), Giomar SA (Agua Cascada), PéRBmegonz Hnos (Agua Sirte), Gasala SA (lvess), G6in(Kazbec), and
Vilay Lich Cia (Tacuari) agreement.
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« unions’ rights to defend their source of work ahdrefore to be informed of any
changes that could affect them;

- companies’ obligations to inform the union of amanges involving layoffs at least
45 days in advance so that the union might analseation possibilities;

« the unions’ rights to present relocation optionsfooeseen by companies;

- both parties’ obligations to find solutions for ggowho might inevitably end up
being laid off.

All of this suggests that, in this sector, the igartwere able to turn the weaknesses
typical of sector-level negotiations into opporties. This experience reveals that sector-level
negotiation can be flexible enough to considereddhces among companies within the same
economic sector, if the parties are willing to do s

This also shows that sector negotiations can peoaiduitable framework for bargaining
at the company level in a coordinated fashionothlparties can articulate this well enough.
The 1989 agreement established this framework asmergted fluid negotiations at the
company level, as the next section illustrates.

Company-level bargaining: Specific contents
compatible with general measures

The end of the 1980s marked the beginning of prafotransformations in this sector’s
companies. These transformations and their potantji@act on jobs, already foreseen in the
1989 sector agreement, made it easier for actateabwith them within the general measures
that were already the subject of agreement.

Although some company-level negotiations dealt withges to adapt them to real
possibilities, in general, the content of negatiasi was enriched, moving from finding ways in
which to meet companies’ needs towards profoundh@ds involving workers’ interest in
holding on to their jobs.

At the same time, smaller companies that were nedlved in major changes also
negotiated, to overcome the economic crisis witladfgicting the number of workers.

a) Changes in the organization of work: Avoiding unemfpyment

To a greater or lesser degree, the sector's largastpanies technified their productive
processes, modifying how they organized work. 190 €mbotelladora de Uruguay SA
upgraded its bottling plant, which had previousbeb completely manual. This involved
changing the machines, automating processes, meglatass with plastic containers, and
applying new forms of organizing work, which collave meant loss of jobs.

All of this restructuring of production was negdgid with the union and led to the
signing of several agreements, in which both pa@nmmitted to doing everything possible to
avoid compulsory layoffs. The 1990 agreement inetldhcentives, such as early retirement
and redistributing workers to new areas.

The 29 August 1997 agreement introduced the corafdfaxible shifts, to avoid losing
jobs, eliminating fixed schedules and breaks, aiwihg way to systems that are more
responsive to production cycle needs.

The 24 August 1998 agreement introduced an innavaiption: by suppressing the
“redundant” preventista category, both parties agreed that “redundankersrwould create
their own company that would provide services g@laeement in self-service, for a monthly
fee of URU5,000 plus VAT, for each member”. Thus,alvoid unemployment, the parties
accepted outsourcing — but using the company’swuankers.
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Finally, in the 18 August 1999 agreement, the campacognized the need to continue
to change production to optimize costs, but alsonrodted to ensuring that “its
implementation will not determine changes in thgrpth of plant staff and that should any
personnel become redundant they will be distributeahother sector”.

Montevideo Refrescosmeanwhilehad invested in state-of-the-art technology in 1981
In 1987, it centralized its plants for manufactgririnks and sold the trucks in its distribution
system, introducing a system of pre-sales witb\ta personnel.

In 1990, this process of technological change ooetil with the introduction of new
machinery, such as a two-pronged lift attachmembntacargas de dos ufaand a pallet
machine paletizadord. This new machinery reduced the need for labsarcompany and
union negotiated mechanisms to avoid forced laydfidluding incentives to retire early and
the redistribution of workers to other areas, ogretheir transfer to the companies to which
Montevideo had sold its trucks, under the conditibat these companies provide jobs to
affected workers.

In 1997, Salus SA also restructured and thus reduced its personeels: This
restructuring was negotiated with the union andtiseptember 1997 agreement included:

(@) a retirement plan for employees with cause, wobald receive an extraordinary
payment, on retirement, of nine times the top aatewage;

(b) a voluntary layoff plan, paying 15 wages in gamsation; and

(c) a plan for voluntary layoff, with no specialrspensation, but with jobs guaranteed
by those holding concessions with the company.

Thus the major companies reorganized and the usigported them in doing so,
helping them to find different options that toolcaant of the interests of both parties.

b) Outsourcing: A policy that changed over time

In this sector, outsourcing policies were appliedwo areas: sales-related activities and those
related to secondary activities.

In the case of sales-related activities, compamatsourced: distribution (trucks
distributing products to retail outlets on a préabshed route); cargo (trucks moving
company products to a warehouse); pre-sales (abgaorders from retailers); merchandising
(promoting and advertising the product); and pagttingether boxes (for distributing trucks
and according to advance orders). Secondary téskswere outsourced included security,
cleaning, maintenance, gardening, doormen, and samrle by university professionals (such
as doctors, accountants, and programmers). Indasbs, outsourcing involved a loss of jobs
that was negotiated with the union.

At Monresa, outsourcing began in 1987 in distribution and cangith the decision
based on the view that trucks should function detshe company so that it would no longer
be responsible for their maintenance. The decigicsell the trucks produced a confrontation
between the company and the union, which culminigitéide company selling the trucks to the
personnel who would be left unemployed, who couald for them with their own work. At the
same time, the new cargo companies had to hireirkkilled workers feones who, along
with the drivers, were about to become unemployée. experience culminated in the sale of
50 trucks, which absorbed some 2@®nes

At Embotelladora, in 1987, outsourcing of distribution began withles of the
company’s trucks. Here, too, the union negotiatedrtsale to the workers, who would then
pay with their labour.
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The second phase of outsourcing at Embotelladogarbén 1990, when the sales
system went from an advanced sale system to versdicsting orders from retailers. This
reduced cargo services by 20 units. To avoid thgative impact, the company and the union
replaced cargo trucks with vans responsible forsptes, and recycled and trained workers for
these new tasks, by creating single-person companie

As outsourcing continued to advance and there fesvepossibilities for avoiding more
layoffs, in an unusual move, the FOEB created theti Cor” company to provide services of
doormen, labelling, and even basic maintenanceyurantee the ongoing employment of
those threatened with layoff. Created in 1997, tumpany was a novelty in a country in
which unions do not usually create their own firesnbotelladora hired it for the first time
under the 29 August 1997 agreement, to attenddbe grovide security, and, in 1998, look
after cleaning.

Another similar example came fro8alus which decided that jobs such as cleaning,
doormen, chauffeurs, maintenance officers, andocauguld no longer be filled by company
personnel. In the 24 September 2001 agreementommpany offered workers the chance to
become independent companies, hired by the compamarket-regulated prices. If the
worker were to accept, he or she would receiveegiapbonus consisting of nine months of
wages.

As noted, the FOEB was involved in these outsogrgmocesses and, through
negotiations, found ways in which to satisfy theeiasts of both parties.

Despite all of this, product distribution is incsaagly important to beverage companies
for two reasons: it accounts for 45-50 per cenotHl costs; and, given consumer demands
and changing tastes, the ability to deliver angaid to shifts in demand is vital to success.
Because of this, in this new century and followgigbal trends, companies have redesigned
their distribution strategies and recovered chantielt they had been outsourcing.

In 2001,Monresa made the change, after a study showed that thebdison system
was in trouble and that consumers’ needs were @iogbmet. The company applied a model
used by Coca Cola in other countries in Latin Aieeidnd Africa, consisting of the company
working directly with small shops that then represd it to sell and distribute its products in a
specific area. The new method was implemented tftrdminicentres” throughout a belt of
Montevideo; the company left distribution to 45 gmarservices in Montevideo, 24 in the
interior, and ten on the outskirts of Montevidéo.

Starting with its merger with Fébrica Nacional dern&za,Embotelladora SA also
redefined its distribution strategy, developing ieedt sales system, with support from the
latest computer programming systems. The compatiyést sales served a strategic area in
Montevideo and Canelones, leaving distributionhi® outskirts of both towns in the hands of
intermediaries, and that of the rest of the coututrgistributors.

Caribefo distributes directly with seven of its own trucksdathrough 33 external
distributors.

The companies’ shift back to some of these aawitid not have to be negotiated with
the FOEB. The union only accepted outsourcing wehsonnel to avoid job loss, but always
hoped that companies would eventually resume theponsibilities in these areas. In contrast,
companies had to negotiate with the Federation efeBage TruckersFéderacion del
Transporte de BebidaFETRABE), a key actor in each distribution zos® companies had to
pay out large sums set according to the importahtee distribution area.

4 Nicole Perelmuter, “El mercado de las bebidaskinhol”, available online at http//www.ciu.com.informe/bebida
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At the same time, the FOEB never left its truclkard their assistants unprotected, even
when they worked outside the companies: it negatian their behalf in wage councils and in
2008, according to the preSsachieved a historic agreement to recover lost wagel achieve
a national amount that did not differentiate betwemges in Montevideo and the interior.

c) Dealing with crisis situations

Aside from these major transformations, sector amgs were also going through some
specific momentary difficulties and, as with thejonahanges, they negotiated with unions to
overcome them.

The tools negotiated varied and included:

(@) the rotating use of unemployment insurance pplyéng specific criteria for
selecting the personnel to use this benefit (iretireement with Caribefio SA);

(b) the suppression of special benefits marking thenpany’'s first anniversary,
bonuses for children’s birthdays, and contributitmslifferent annual celebrations
(in the agreement with Embotelladora de Uruguay);

(c) the use of unemployment insurance by payingdifference between the subsidy
and the workers’ real wages (in the agreement Mithresa); and

(d) restructured hours of work (in the agreementhvBalus, to eliminate weekend
work and redistribute ten hours from Monday to Hday and eight on Fridays).

The most innovative agreement was signed with Saud0 September 2001, reflecting
“the intention of the parties, given the crisiquation, to find alternatives to maintain stable
labour relations”. It contained a chapter on emplemt policy, stating that restructuring would
not lead to compulsory layoffs and that any potdigtredundant personnel would be managed
using tools such as unemployment insurance (wiglcttimpany paying the difference between
the social security payment and the real wagedlsiv established special criteria to choose
who would receive unemployment insurance, spe@atpensation for early retirement, or
relocation, wherever possible.

To implement this agreement, a training plan wagtiated that included:

« educational upgrading programmes, to improve thbss&f those who had not
completed primary or secondary education;

- training programmes, to prepare workers for refocat

- specific task-related programmes, to improve wa'keerformance and help them to
adapt to new equipment or processes.

In every case, the FOEB managed to achieve sotutioait were satisfactory both to
workers and to companies.

Some reflections

When companies’ prime concerns are increasing togirpetitiveness and unions are mostly
concerned with saving jobs, they share a commaoblgma company survival.

To deal with this problem, they may use diversatstiies, but the beverage sector is an
example of how negotiating can provide good resaitd of how major changes must be
accompanied by shifts in labour relations.

S Richard Read’s statementlta Republical5 November 2008.

72



The FOEB never lost sight of its fighting traditioexpressed in long, harsh conflicts
and confrontations that continue to take place, ibuthis sector, both actors know that
everything ultimately gets dealt with at the negtitig table, and that shared information and
transparency create the atmosphere necessarycfoessu

It is for this reason that this sector demonstrates ideal of a well-integrated
negotiating system, in which bargaining takes plac&oth the sector and company levels.
Labour relations in this sector have made this iptessbut are not common throughout the
country, making a law to foster this necessary.

5.5 Public-sector bargaining “°

As part of the call for collective bargaining, Deer104/05 of 7 March 2005 brought together
organizations representing public servants in ariie negotiation, which began on 16 March
2005. Its purpose was to discuss a regulatory frairie to make collective bargaining
possible in the public sector, and to negotiateesaand conditions associated with working in
the public serviceAdministracion Publica

This marked a substantial difference from previpagods. In the case of the Central
Administration Administracion Centrg| there had occasionally been informal contacts, a
with some mayorsirftendencial in other cases (othéntendencias public companies, and
official banks), there were some instances of riatioh. From 2005 onwards, the authorities
proposed collective bargaining for the public seditte main difference in which would be the
inclusion of staff from the Central Administration

5.5.1 Good negotiation results

The first result of these negotiations was to deflre groups — in this case, five:
« the executive branch and the INAU;

« the National Institute of Colonization (Institutablonal de Colonizacién, INC), the
State Rail Administration (Administracién de Feailes del Estado, AFE), the
State-owned ANCAP (Administracion Nacional de Costllales, Alcoholes vy
Portland), the State-owned power company (Admiaisém Nacional de Usinas y
Transmisiones Eléctricas, UTE), Uruguay's natiomaine Pluna, the State Water
Utility (Obras Sanitarias del Estado, OSE), the idt&tl Port Authority
(Administracion Nacional de Puertos, ANP), the &mawned telecoms company
(Administracion Nacional de Telecomunicaciones,efntand the Post Office;

« banks;
+ the UdelaR;
« the ANEP.

In the case of the UdelaR and the ANEP, negotiaterse their own representatives and
those of the union; the OPP and the National Pubdicvice Office Qficina Nacional de

Servicio Civil ONSC) participated solely as observers. In tiherotases, they became actors
in the negotiations.

In the case of the Electoral Coufdrte Electora), the TCA, and the Tribunal of
Accounts {ribunal de Cuentgs none of these bodies formed negotiating groupse
authorities argued functional autonomy and theeeéxclusion from the executive branch, and
they also said that negotiations with staff haceady taken place. The Public Service

46 Based on Rodriguez et al. (2001; 2007).
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Confederation Confederacion de Obreros y Funcionarios del Esfad@FE), which brings
together unions involved in central administrativadies, decided not to negotiate and there
was no union recognition. Three years later, theaibn remained the same.

With the passing of time, progress in negotiatiomas registered in several documents,
as follows.

(a) the final report of the working group formed ®QFE, the Round Tabl&lgesa de
Ente3, and the ONSQjated 31 May 2005, which analyses different waysitfig
personnel and making recommendations for hiringeurttifferent circumstances,
and similarly proposes competitive hiring, a sugalperformance evaluation
system, and a clear promotion regime;

(b) the 2005-10 strategic plan for promotion, depilg, and coordinating the
ongoing training of employees, dated 13 May 2005);

(c) the framework agreement, dated 22 July 2005pster and promote continuing
education, participation, and collective bargainiogencourage healthy, balanced
relations between the State and its staff, anddate a formal space for debating
and negotiating wages and working conditions, whildo committed to debating
measures for reforming state management and irteatigriteria for evaluating
efficiency, effectiveness, professionalization,fpenance, and results.

The framework agreement: Establishing
criteria for negotiations

The framework agreement established criteria fdlective bargaining in the public sector. It
also recognized consensus regarding the need dtecaicformal space for general debate, and
to negotiate wages and working conditions, andnéeffithree levels of negotiation: general or
the highest; sector-wide or by sector; and by agen®ody.

For general negotiations, the Senior Negotiatingr€d for the Public SectoiConsejo
Superior de Negociacién Colectiva del Sector P@hliESNCSP) was set up, with two
members from the OPP, two from the ONSC, a reptatea from the MTSS as coordinator
and moderator, and five union delegates. It wasctdhrough consensus, and its mandate was
to study and agree on common objectives, and tb witla general public service aspects,
giving priority to: a regulatory framework for cefitive bargaining; coordination at the
different levels of negotiation; union immunity froretaliation and freedom to unionize;
monitoring negotiations at different levels; worioconditions; occupational safety and health;
the training and preparation of employees; thecttre of public sector careers; different
kinds of reward (performance, targets, etc.); tygfdsiring; and reforms to management.

Moreover, the government created a mechanism forgnting conflicts, which meant
that if there was no agreement at the agency léweldispute could be brought forward to the
CSNCSP, which would act as arbiter and mediatoe d¢tors also agreed on ways of self-
regulating grievances (such as, for example, suipgrthe measures that gave rise to the
conflict).

Another point of agreement was approval of thelfieport from the working group on
recruitment policies for the public sector — ddsed under section (a) of the bipartite
commission results — and approval of the 2005-i&tegjic plan, prepared by the ONSC,
COFE, and the Labour Union Coundillésa Sindical Coordinadora de Enté4SCE), on the
ongoing training of governmental workers.




Agreements in the central administration:
Wages and more

Wages paid to workers in the central administrabodies take the form of budgetary items
(erogaciones presupuestalefinanced by general revenud®efitas General@sso decisions
in this regard are made directly by the econonadésship.

Until 2005, informal contacts took place betweemagement and unions, involving
more or less frequent exchanges of opinion, whidmdt constitute instances of negotiation.
In the early 1990s, formal negotiations were pregodut did not happen, and the executive
branch approved wages.

After 2005, the situation changed. Commissions weeated and progress was made on
relations, wages, and regularizing hiring procedsurthus improving the conditions of
thousands of public servants. In terms of wagés ptoduced a differential increase for public
employees in January 2006, which allowed for défférrecoveries for the different agencies
and department (Decree of 16 January 2006). Ther&ehdministration — except for the
judiciary, the TCA, and others similar to the ceushich are covered by special provisions in
the budget law, along with DGI workers — received. 2 per cent adjustment consisting of a
CPI adjustment (2.7 per cent) and a 4.4 per ceotvexy. Although education agreed with this
figure, the COFE did not.

The purpose of the recovery, as with other pubdictar groups, was to meet the
commitment assumed by the government in 2005: idjato recover the real wage loss
experienced during the previous administration. §bgernment managed these figures in
light of economic conditions, but how to calculttte loss was the subject of heated debate.

In late May and early July 2006, public employeeasbitized (mainly in education and
health) to demand improvement in accountabiReridicion de Cuentaand a wage increase
through July 2006. After several meetings, the gavent announced that it had no margin
for improvement and that there would be no adjustnte public wages until January 2007.
The mobilization did, however, produce health cagerfor some 17,000 people in the Central
Administration and 220 constitutional bodies presig without.

In January 2007, new, differential agreements weeehed in three sectors: Central
Administration staff and educational bodies recgie@ 11.34 per cent adjustment (6.38 per
cent for inflation and 4.66 per cent to recovet leages) and there were different adjustments
again in 2008.

Public companies: Negotiation at two levels

Public companies have the longest and most dewtldqaelitions of bipartite negotiation.
Since the early 1990s, they have negotiated atléwels: with the OPP, for more general
issues; and within the companies themselves, ircdélse of more specific ones. At the union
level, there is a coordinating body — that is, MB8CE, which involves representatives from
the different companies that negotiate with the OPP

Centralized negotiations have continued over timal asuccessive agreements
containing wage adjustments for all companies, @edaauses, and conflict resolution
mechanisms have been the basic subjects of agreemeter, new issues arose at the
company level, and reconversion measures and piivity@greements were added.

Since 2005, wage adjustments have been negotiéted aith other groups in the
CSNCSP and the amounts agreed on left public compan an intermediate situation: in
January 2006, wages rose by 5.5 per cent (2.7 guar for inflation and 2.8 per cent for
recovery); in January 2007, by 9.6 per cent (inclg®.8 per cent in recovery); and in January
2008, past inflation and 1 per cent in recovery.
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At the company level, agreements range from thosetd restructuring to adjustments
for productivity. Productivity agreements, for exalm exist in several public companies:
ANCAP (fuel, alcohol, and cement); Antel (telecommumations); UTE (electric power); OSE
(water); and ANP (ports).

A study of productivity agreements notes some Kegracteristics among Uruguayan
public companies: these are monopolies or oligegofeither natural or legal), so they have
enough market power to set prices and quantities;paiblic employees cannot be fired, and
the hiring of other workers is restricted or ndbakd, thus influencing the application of
conceptual frameworks regarding productivity-redatemuneration (Lanzilotta et al., 2006).

Aside from these limitations, some firms have begming productivity agreements
since 1993. In general, the productivity formulal@dogether income from the company’'s
normal activities and the costs of that activity. Galculate labour productivity, gross income
is compared with personnel costs. The numeratdcdilp includes sales income (except in the
case of ANCAP, which includes operating, financédd other revenues). Generally speaking,
a limit is placed on distribution, as a functionsafles or the result of an indicator (3.5 wages
per year).

Table 23.
Main concepts used to calculate labour productivity in public corporations

ANCARP (fuel, ANP (ports) Antel (telecoms) UTE (electric power)
alcohol, and cement)
Income included in the ~ Operating income Productivity change Operating income net  Kilowatt hours sold to
numerator Normal financial index correspondents’ the domestic market
income expenditures

Normal revenues from
different sources

Costs included in the Personnel costs Personnel expenditure  Personnel costs Personnel costs
denominator Social security change index minus social costs,

contribution bonuses, and
amounts accruing

Social benefits .
from early retirement

Insurance

incentives
Unit of measure Constant prices: For each item, a Calculations for the PMO indices
values are deflated percentage-based current and baseline
using CPI quotient is developed  period used to
using a base period determine change
Write-off due to 2003: 30% 2003: 30% 2003: 30% 2003: 30%
technological change  2004: 40% 2004: 40% 2004: 40% 2004: 40%

Source: Lanzilotta et al., 2006.

Moreover, some company agreements also cover sstles as financial benefits
(special leave, baskets, school supplies), ocaupatisafety and health commissions, labour
relations, and union activity regulation, amongeotthings.

Public banking: Negotiations continue

As in the case of public companies, there have lwegn negotiations with official banks. In
1998, a centralized agreement was signed with Banks, to serve as a framework for
improving and streamlining labour relations in teector, in harmony with prevailing socio-
economic conditions. This dealt with wages and oissues, and included general guidelines

76



for negotiations with each individual bank. Thisalensured that public banks had fluid
collective bargaining.

Since 2005, precisely because previous negotiatiadensured better wage trends than
in other sectors without escaping from the decfimmuced by the crisis, the public banking
sector experienced the lowest percentage recovémidanuary 2006, the adjustment was 4.9
per cent (2.7 per cent for inflation and 2.8 pentder recovery); in January 2007, it just
covered inflation (6.38 per cent), given a 1.9 gemnt adjustment for wage recovery achieved
in December 2006. In January 2008, the adjustngaihancluded a percentage for recovery.

Some reflections

Aside from wage issues, bipartite negotiations hie public sector have taken up other
significant issues of a more general nature, ssctiscussion of the draft law on collective
bargaining in the public sector and a subcommissmrdebate state reforms, involving
government and union representatives.

Negotiating groups have continued to advance, mdimlterms of specific wages,
contract regularization, and resolution of somec#jgeconflicts (including the INAU and
public health).

In conclusion, collective bargaining in the pulsiector achieved broader coverage than
in the past, because only public companies and va feunicipalities ihtendencias
municipale$ had negotiated up to 2005, with the rest expeiignoccasional contact, but no
proper negotiating instances.

Similarly, the different spheres began formal djales after 2005 and workers became
part of more profound debates about state refoRasults, however, have been few and far
between: there are too many instances of negatjatsues repeat themselves, and what takes
place is primarily an exchange of information. Butheir operation were to change, greater
achievements would be likely, because basic agmeenumn key issues could enrich labour
relations.
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6. Conclusions: Progress and
limits on labour relations  #

Important progress has been made in Uruguay imtgears in terms of collective bargaining.
A huge number of collective agreements have beraoleded, most of which were the product
of consensus. Negotiations in the rural sector lwoeme well established, as in the domestic
service sector more recently. As well, a bipaiienmission for public sector negotiations has
been created.

This study has highlighted the advances, resutis fnegotiations, and the positive
impacts in terms of both wages and employment. @ontto some expectations, the
implementation of wage increases did not resuthéndisplacement of workers, but instead in
a steady rise in overall employment. Even so, tesuére uneven and some problems remain
that should be addressed, as discussed below.

6.1 Wage councils and workers covered
by collective bargaining

One central aspect of the Uruguayan labour relgtimodel are wage councils, described
above in 3.1. Today, 75 years after their develagmthey remain the central pillar of
negotiations, because draft laws on collective &argg remain the object of parliamentary
debate.

The law that created them was important to thecgiring of employers’ and workers’
organizations. Both are organized by economic sexid although this is traditional among
business people, this was not the case for workhtians are organized at the company level,
by sector, and even in other ways. These optioasnat mutually exclusive and, in fact,
Uruguay has enterprise- and sector-level unionsyedksas federations that coordinate across
more than one sector (for example, in food manufaay or energy production). The central
weight, however, has still been sustained by singleons or federations representing the
economic sector. Workers have adapted the struofuttesir organizations to the conditions in
which negotiations were taking place.

This explains why sector-level negotiations preadi{(and sometimes became the only
model) for every period during which collective gaining existed (1943—-68, 1985-91 and
2005-06). When, in 1992-2004, enterprise-level &iamgg prevailed over sector-level
bargaining, the result was a decline in negotiatioeflecting a decline in companies’ interest,
but also the fact that, at this level, no workenganizations existed that were really able to
participate in negotiations.

This suggests that workers covered by collectivgdiaing were those employed in the
private and public sectors, excluding other ocdopat categories and informal workers.

Table 24 shows that the number of workers coveyedoliective agreements has risen
even more since 2008,and is currently estimated at almost 100 per cgimen that rural
workers and domestic service workers are now atsered. The latter is an achievement not

47 This section is based on several studies publighedhe Labour Relations Modernization ProgramrRzograma de
Modernizacion de las Relaciones LaboryJeordinated by Adrian Fernandez (January 2008),Negociacion Colectiva en el
Uruguay: Analisis y Alternativdsand many discussions and reflections with Juamiwl Rodriguez and Beatriz Cozzano.

“8 At the time that this report was prepared, the daid not been processed, but manufacturing iredezmverage, as did services

when domestic service was added; in the rural seatbbcouncils were established and agreementsedign all six cases. The
figure approaches 100 per cent of workers earniages in the formal sector.
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only in terms of decent work, but also in termsgehder equity, since this sector is strictly
composed of women.

Table 24.
Workers covered by collective bargaining
(% of the total)

2000 2005 2006

Private sector 27.8 97.9 97.1
Construction 100.0 100.0 100.0
Manufacturing 1.7 100.0 96.2
Wholesale and retail trade 1.6 100.0 100.0
Services 37.5 95.6 95.8
Rural sector 0.0 1.7 33.0
Public sector 16.0 99.0 99.0

*Minus municipal governments (intendencias) and the courts.
Source: Rodriguez, Cozzano, Mazzuchi, 2007.

6.2 Some rigidities in existing negotiations:

Guidelines and their use

The guidelines for negotiation established by tkexative branch in 2005 and 2006 applied to
all sectors on an equal basis. There were effortshinge them in 2008, but results were
mixed. Although, in all rounds, the guidelines wemmewhat flexible and the executive
ultimately approved amendments to them, all negiotia were based on them — in particular,
the first two rounds. Although this common basisdfged the government in terms of its
efforts to control inflation by involving similamaounts and periods of adjustment, it does not
seem reasonable that a sector facing crisis anthenenjoying growth, or one that sells
abroad and another producing untradeable goods|dshwolve the same adjustment criteria.

Nor were there major differences within sector guAlthough the possibility of
creating subgroups within each group made diffembriteatment possible, this was not
enough to allow the differentiated treatment of pany groups that, for a variety of reasons,
found themselves classified in the same sectorwhith faced unique conditions, due, for
example, to their size or geographic location. Wage Councils Law allows consideration of
these inequalities; actual experience, howevegaled that these special considerations were
seldom applied.

Likewise, companies could opt out of agreementghé@event that compliance might
threaten jobs. Although not prohibited, this seldbappens. Very few companies achieved
special conditions for wages, because the resalligal to be based on a consensus among the
different parties, which was impossible if eithearsiness people or workers refused to deal
with the issue — a stance that required no othendation than generic opposition to opting
out.

An analysis of the negotiations showed that, in esarouncils (particularly in the
beverage sector studied here), several instanceptiofy out were accepted, but others were
not even discussed because of union oppositiongefharic nature — that is, opposition to the
very possibility of a company opting out, indepemtieof whether there was any basis for this
to be accepted. Evidently, the issue requires eteates.
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6.3 Limitations: Wage-centred contents
do not cover a wide range of conditions

Agreements focus primarily on wages, specificaijting minimum wages by category and
their adjustment to recover the losses inhereprite increases while the agreements were in
effect. Surely, as mentioned, this is very assediavith the Wage Council Law, which
establishes these contents — but 65 years aftewdnlel and the country changed, major
technological changes occurred, trade opened emulbs of competition changed, and more
and more skilled workers are demanded, all of wigeherated a wide range of conditions
among companies and workers.

Wage adjustments are necessary content becauséulisy income is an inevitable
component of worker-management negotiations evesgavin the world. But this should not
be the only object of negotiations and other weagpiés should be enriched. Aside from
adjustments for inflation, their relationship witempany results should also be considered.
This would involve shifting toward variable or mikeemuneration systems (that is, those with
one fixed and one variable component), so that amstkremuneration (and therefore the
distribution of results) would vary according taasegic results (including productivity,
quality, product diversification, and building coster loyalty and satisfaction).

This is particularly important if the country’s phactive strategy focuses on producing
products of quality, and greater added value ammviedge content, because these objectives
require that companies involve all workers in acing them. Results-based remuneration
systems make it possible to find ways in which cames can function with more active
participation.

These systems have not been very developed in Byugehich could reflect different
factors, including the technical difficulties inveld in these systems, the lack of confidence in
the game rules, and the lack of company willingniessmplement them, combined with
reticence among some unions. But undoubtedly the meason is that these agreements can
only be implemented based on company-level nedgmtimtand not those at sector level,
because companies set their own economic objedivdgesults. With no negotiation at this
level, these kinds of remuneration have not becgereralized, but remain limited to a few
companies among which this kind of negotiation tsxis

6.4 The tense relationship among
actors and social dialogue

During the past four years, there were major canifiiions between workers and business
people, business people and government, and woikalsgovernment. No good labour
relations model can be built in a climate of tensaod mistrust.

One ever-present issue was companies’ criticisrtheflack of clear rules for these
relationships and the role of the government — amtipular the MTSS, which they have
accused of constantly supporting union demandbowitconsidering company positions.

This leads us to reflect on the role of the pubkctor in labour conflicts. Authorities
from the MTSS had announced that they would shié lbalance to favour workers. This
position was based on the fact that when the govenh began, unions’ had little power, so
reinforcing them was a necessary condition to aehigalanced negotiations. This should
justify the government’s stance, but also compamnigstrust.

Business people also showed a high level of mistnulation to the union movement.
Most of them were not used to having a union repritsg workers and formulating demands
(probably new ones) regarding labour, the work mmwnent, or safety and health, even those
regarding compliance with wage scalksifiog. The recently constituted unions wanted to be
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6.5

recognized as valid representatives on these ismgghis was probably not easy, because
many employers found it difficult to accept thiswn&ind of relationship. The companies’
attitude was decisive in terms of creating tensiod did not help to build mutual trust.

But some union conflicts also contributed to thim@sphere (including occupations that
involved job loss and others in which most work&ested to work). Situations such as these
probably suggest that some workers try to take rtdge of moments when the economy is
booming to achieve significant successes. Butdhis points to limitations on (sector-based)
union leaders, internal rules governing how unifometion, and corrections to the exaggerated
demands that some unions make of companies. Togétlese situations can be a significant
source of insecurity about the rules of the gamaggating high levels of mistrust.

One characteristic of the country is that compariebnging to the better known
business organizations, which appoint delegatésdiances of public debate and even the
wage councils, are few and far between. It woulkehgethen, that these associations do not
represent the majority of non-member companieschvis where labour conditions do not
respect regulations. There is no information onrtln@ber of companies whose workers are in
this situation. Unions have reported that theytheemajority, but business people argue that
this is not the case. In any case, when companie®trespect legal regulations or standards,
unions tend to regard them with great mistrust.

In this atmosphere and with no clear rules, anytiation is difficult.

Moreover, the instances of social dialogue thaehasen implemented should also be
treated with care. During this period, the NatioGammitment to Employment was created
(Compromiso Nacional para el Empleo, los Ingresdasy ResponsabilidadesA National
Council for the EconomyQonsejo de Economia NacionalEN) was also created, as a
tripartite body under the national Constitution. fglaver, there were also special meetings to
discuss specific issues, such as the Social SecDigputes CommissionCpomision de
Seguridad Social de DiputaddSSSD).

Many of these instances met only occasionally, ahgdtherings of other institutions to
discuss similar issues, and were unable to advamcdact, today, neither the National
Commitment nor the CEN have been meeting. Pertegre tshould be fewer instances for
dialogue and they should have more concrete gBatsicipants tend to be the same each time,
S0 repetitive meetings with no concrete agreenmuitkly wear thin.

Ideas for future negotiations

Negotiations to enrich agreement contents mustroatcdifferent, but coordinated, levels, as
the beverage case illustrates. Although actorsis industry continued to negotiate at the
sector level, many company-level agreements havkeitgossible to adapt to widely varying
circumstances, through negotiated agreements betesgapanies and workers.

Negotiations at the macroeconomic level should icengpast results and involve more
flexible guidelines. In fact, the most recent glirtkes (July 2008) came close, by considering
that part of wage recovery should depend on sorde&dtor for sector trends — but, as
mentioned, this was not correctly applied. At teaeral level, economic conditions should be
considered and an inflation indicator defined, glevith a minimum reference for recovery,
among other things. And at the sector level, tatakements should include factors from the
national guidelines and those defined at the sdet@l, weighing shifts in the relevance of
different factors.

For example, the inclusion of some differentiatdas should be promoted, whether for
locations or size, although this last will probabhget with significant resistance at the PIT-
CNT level and even from business people who wigjuar that this could produce unfair
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competition. For example, small companies couldeiase the compulsory minimum wages
using percentages based on higher prices and thection, and differentiate in terms of the
percentage of wage growth.

Company-level negotiations should also be promitexnjunction with other levels of
negotiation, to enrich contents. But this couldblbsed on fiscal incentives, as occurs in other
countries. In this negotiation, variable wages atieér issues should be included that ensure
that wage systems are increasingly linked to thepwgditive challenges facing companies and
meet the objective of ensuring that, where goodiliesare achieved, the benefits are
distributed amongst all of those contributing tis $uccess.

At the same time, as women join the workforce, tiagjons should take this into
consideration and aim for equality of opportunitiés Abramo and Todaro (2006) state,
although gender equity is a fundamental objectivarid of itself for all democratic societies,
it should also be analysed in terms of its imparéato the economy, social development, and
sustainability. This places the issue of men’s aadhen’s labour costs in the field of social
reproduction and its relationship with the issueahpetitiveness.

Because of this, companies should analyse thembelr with regard to total time use
by workers and their relationship to hours of worke fact that women cannot extend their
hours of work leads them to work harder during taghours and to make up for time lost
attending to family obligations. Depending on prctilte processes, in some cases, these can
be redesigned to facilitate the non-working lifevedrkers of both sexes, thus encouraging
men to participate in family activities without tiag their labour image. Considering the
needs of family and personal life within human tese and public policies is a major factor
in country competitiveness. Collective bargainimyld be a good instrument for achieving
this (Abramo and Todaro, 2006).

For this to happen and for successful negotiatiortake place at the macro, sector, and
company levels, solid coordination is essentials Taquires establishing the level that should
prevail in the event of agreements at differentlg\analysing a single issue and resolving it
differently. In Uruguay’s legal context, the acttihemselves should still control coordination
between levels of negotiation, but research revdads$ this issue has been absent from
negotiations and its absence has involved appicadf the labour rights principle that gives
more benefits to the worker.

This coordination should take place in two sensesolving the situation of companies
for which complying with the sector agreement copde a risk to jobs; and implementing
new forms of remuneration.

The first case could regulate opting out. Althotigjs is not prohibited today and indeed
occurs, clear rules should specify to whom the @mgpmust speak in order to opt out, by
what procedure, and what the consequences woul@Heeopting-out mechanism should be
covered in legislation, which should define: thenditions that apply to its use; the
information that business people should provide;dtration; the commitments that both
parties assume at the time; and whatever part@sope to ensure mutual guarantees.

The company should make an original proposal tokems; with whom it should
negotiate and, once an agreement is reached,pl€aon to opt out should be presented to
the wage council to ensure that it meets the fora@lirements.

In terms of new kinds of remuneration, the critef@ coordination could be
“distribution by matters”, which means assigninghauity over its own area to each level of
negotiation. A senior level should cover the nalominimum wage, the sector level should
establish minimum wages for each sector, and thgaay level should allow actors to agree
on new forms of negotiation. This would mean, faaraple, that wages negotiated at the
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sector level were not lower than the national waays] sector wages were unable to be
reduced through company negotiations, except winereompany has been allowed to do so,
by opting out. In other terms, at the company leeely higher than sector wages can be
negotiated, eventually through new kinds of wadas(is just an example, because the
contents appropriate for each level can be expressablished).

As mentioned, some of these considerations aradrpresent in the current round of
negotiations and draft laws presented, althoughesdrat minimally. Much remains to be
done, but this will undoubtedly be a gradual preces
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