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After a first quarter in which more than 320,000 jobs were lost, unemployment rose to 6.2 million and the
unemployment rate increased to 27.1%, the April employment figures were better than expected. Registered
unemployment fell by 46,050 and Social Security enrolment increased by 51,077. Although due largely to seasonal
factors, concentrated in hotels and catering, and based on the use of temporary employment, the reversal of the
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trend is welcome. One of the manifestations of the poor functioning of the labour market is the frequency of over-
qualification among the employed (26.3% of the total in 1Q13) and also of educational shortcomings, i.e. those who
are in jobs requiring better qualifications (14.8%).

Afi-ASEMPLEO SLM Indicator

The creation of seasonal employment in the sectors that
benefit most from the start of the summer season could

Key Points
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eThe April employment figures were better than expected,
although with a marked seasonal pattern (concentrated on

hotels & catering and activities based on the use of the
temporary labour).

eRegistered unemployment fell by 46,050 and Social Security
enrolment increased by 51,077, compared to the previous

lead to anincrease in employment in 2Q13, the first after
seven consecutive quarters of net job losses. The
slower pace of deterioration in other sectors, especially
in construction and industry, should also mitigate the
deterioration in the labour market in the central months

month. oftheyear.

SLM monthly forecast of workers in employment

off the trends of April's employment figures are maintained, (% YoY change)

although less markedly, in May and June, we could see the first

increase in employment after seven consecutive quarters of 0 T T T T T T T T T T T '
decline. Thisis reflected in the SLM indicator. 14
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eThe ratio between employed Social Security contributors and
pensioners stood at 1.8 in March, half a point below the peaks -3 425 38
observed before the crisis. ’ 4.2 44 42

-4
eThe loss of employment exceeded 320,000 in the 1Q13 and 51 a6 Mt s a7 47 47 49 49 4g 46
the increase in the number of unemployed (to 6.2 million) has 6 1 51 50
taken the unemployment rate to 27.1%. e Aug-11/Jul-12
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eSince mid-2011, public sector employment has been reduced -8 4

by 10% (almost 400,000) and this trend is expected to continue. Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul

Source: Afi. () May 2013-Jul 2013 figures are forecasts
eThe sharp fall in the labour force (1.0% YoY) reflects the

persistent decline in short-term expectations for job creation. . . .
If the dynamics of April's employment figures are

maintained, albeit less strongly, in May and June, the
YoY decline in the SLM index could fall below 4% in July,
which would be the smallest fall since the end of 2011.
Even so, total employment would remain at levels of
around 16.7 million from now until July.

eThe number of households fell by 14,500 in 1Q13; this was the
result of the regrouping of families and the emigration from
Spain of part of the foreign population.

eThe number of inactive Spanish households is increasing, due

in part to the retirement of heads of family.
P y SLM monthly forecast of workers in employment (millions)
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"The April employment figures were better than expected, although with a marked
seasonal pattern (concentrated on hotels & catering and activities based on the use of
the temporary labour)".

The April employment figures, with a better outcome Change in registered employment in April each year
than expected, generally suggest, though with (thousands)
important nuances, a pattern similar to that observed = Seasonally adjusted Unadjusted

in the spring of 2010, both in regard to the declinein 120

registered unemployment (a fall of 46,050 in 100 - 706 975

unemployment compared with March) and the increase 80 - :

in Social Security enrolment (51,077). 60 54.3
137.5 39.5 35.6

On the other hand, adjusting the figures for seasonal
and calendar effects reveals an underlying increase of
17,663 in registered unemployment in April, following
monthly declines in the first three months of the year,
while enrolment was down 23,492 on the same basis. In
both cases, the speed of deterioration was lower than a

year ago. -80 - -64.3
08 09 10 11 12 13

Source: Ministry of Economy and Competitiveness

Change in Social Security enrolment in April each year With regard to So_cial_ _Security enrom:‘ent’ the only
(thousands) sector to record significant monthly increases was

hotels & catering (up 42,560 over March), although

m Seasonally adjusted Unadjusted . .. .
100 - 814 activities such as transport and administration also
80 - recorded smallincreases.
60 Ta1.9 232 51.1 i
40 - Hence, looking past the clear seasonal pattern,
20 . I 16.6 although this is more favourable than in other years of
0 A , , , , || , . the crisis, the underlying recessionary factors continue
20 A . -39 to determine trends in the labour market.
40 A -23.9 -20.1 -93.5
60 7343 Employment contracts signed in April also
80 A -60.8 increased over the same month last year (up 114,528);
100 A however, the rise is exclusively in temporary
120 A 940 contracts, as permanent contracts decreased, both in
140 full-time contracts (down 12,620) and part-time
08 09 10 11 12 13 contracts (down 4,284).

Source: Ministry of Economy and Competitiveness

"The relationship between employed Social Security contributors and pensioners stood
at 1.8 in March, half a point below the peaks observed before the crisis".

The proportion of the unemployed receiving benefit Ratio of employed Social Security contributors
again declined in March this year (to 61.54%), almost to pensioners (number)
five percentage points below the same month of 2012. 24

2.3

The relationship between employed Social Security 2.2
contributors and pensioners stood at 1.8 in March 21
(the latest data available), half a point below the -
peaks observed before the crisis and below the level 44
considered reasonable for the current system to remain g
sustainable (around 2). 17

1.6

This deterioration is responsible for the growing deficit 15

in the contributory pension s;_/stem,which is put forward S58Y8833888855888822 Ny
as one of the key factors in the new reform of the S0 S50 E S 50550505258 5858 5
pension system, subjected to analysis by a Committee SHNZDZNZDZDZNZNZNDZDZD DD =
of Experts. Source: Ministry of Employment and Social Security
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"The loss of employment exceeded 320,000 in the 1Q13 and the increase in the number of
unemployed (to 6.2 million) has taken the unemployment rate to 27.1%".

Contribution to quarterly change in employment by sector The results of the 1Q13 EPA labour force survey show

(seasonally adjusted, thousands) that it is still too soon to expect a stabilization in
150 employment and domestic spending before the end of
theyear.
100
50 The Afi-ASEMPLEO Indicator already anticipated this
0 (see our April 2013 issue): The fall in employment
I I exceeded 320,000 during the quarter and the
-50 I increase in unemployment (to 6.2 million) has taken
-100 B the unemployment rate to 27.1% (about 1

percentage point higher than the previous quarter).
= Agriculture

200 —gg#:gtt:zction The size of the quarterly fall in employment, when 4
-250 Services million jobs (18.9%) have already been lost, and the
-300 = Total characteristics of the newly unemployed, reduce the
© 2 2 2 - - - - ¢ 8 &N o o likelihood of significant increases in employment during
5 5 £ 8 85 88 55 & 8§ =& the summer period. On a seasonally adjusted basis,
2 5 o0 e e =5 o o0 = employment recorded a quarterly fall of 1.10%
Source: INE (216,000), compared to the 1.38% decline of 4Q12.
The characteristics of those who lost their jobs in Quarterly change in employment by sector Education
1Q13 were similar to the picture in 2012. They are (thousands)
. 50 1 B Healthcare &
Spanish workers, both men and women, aged 25- Soc. services
45, and employed in industry and those services 0 = Public Admin.
most closely linked to the public sector and to 50

professional activities, which are most affected by
cutbacks in workforces.

B Administration, etc.

-100

150 A 902 Hotels & Catering
This profile helps us to understand why, unlike the = | -15.3 Transport & storage
2008-10 period, the redundancies also affect -37.2
workers with higher education and with permanent 250 ] B Retail & repair
contracts. Of the 322,000 workers who lost their 300 - =S ‘C’f"ehic'e?
jobs during the quarter, 205,000 were Spanish | -77.4 ] 32;4 onstruction
(115,000 men and 90,000 women), more than 60% _16_8-_ 3743 ’ B Manufacturing ind.
were aged between 25 and 35 and almost 94,000 -400 4
had university qualifications s -19.3 ® Primary sector

Source: INE 1 1 WTOTAL

"Since mid-2011, public sector employment has been reduced by 10% (almost 400,000) and
this trend is expected to continue".

In terms of their professional situation, while the numbers
of the self-employed remain around the 3.01 million mark,
salaried employees, in both the public and private

Employment by status (YoY change)
8% -

6% A sectors, continue the decline seen in preceding quarters.
49% It is worth noting that, while the YoY rate of decline of the
20 - latter is slowing (4.8% in 1Q13, compared to 5.9% in

4Q12), in the former it is accelerating (8.3% in 1Q13,

0% T T T T 7T T T comparedto7.0% in4Q12).

-2% 1
-4% -
-6% 1

In public administrations, especially regional
governments and local authorities, employment
8% 1 continues to decline; this is now affecting not only

° temporary workers but also those with permanent
-10% 1 . Private sector salariod contracts. Since mid-2011, public sector employment
-129% - has fallen by 10% (almost 400,000) and this trend is

Self-employed

== Public sector salaried

D O D o O O O o - - - - (o] ol o (32 - - . .
22 % T LT T LIERL L ILy o likely to continue, because the relaxation of the public
= c ] c = c = . .

$3388 3882388 S 3 g¢& £ deficit targets on the part of Brussels does not exempt

Spain from continuing to cut its public spending.
Source: INE



"The sharp fall in the labour force (1.0% YoY) reflects the persistent decline in short-term
expectations forjob creation”.

The extent of deterioration in the labour market is also
evident in the trends of certain types of employment, which
in an expansive market might be synonymous with labour ,,
flexibility, but in the current situation reflect the search for 16.0
alternatives to a full-time salaried job. 16

Part-time employment
(ratio part-timer workers/total employment, %)

15 1
The incidence of part-time working has risen from 13% in 14 |
mid-2010 to 16% in 1Q13, due to the increase in this type of 13
contractamong women.

12 -
Contrary to what might be expected, the number of self- 11 -
employed workers has been falling since 2010: the increase
in independent workers does not compensate for the
disappearance of small businesses with employees.

Finally, underemployment, as an alternative to dismissal, is E3 8885588833822 7 757 222
becoming increasingly common, i.e. workers who are =< PRz om0 =029 <o
working fewer hours than they would like. In 1Q13, there Source: INE

were already 2.46 million of them.

The sharp drop in the number of active workers (down
Quarterly change in labour force by nationality 85,000 in 1Q13 and more than 200,000 in the last year)
300 - reflects the persistent decline in short-term
Dual nationality Foreign expectations for employment creation. All nationality
200 - . groups have declined, but the bulk of the fall is among
m== Spanish ——Total Spanish workers (down 45,700; 0.2% quarterly), although
in relative terms, there was a greater fall in the foreign

100 labour force (0.7 % quarterly).
Among the long-term unemployed (who now represent
56.3% of total unemployment) and the young (suffering
unemployment rates of over 60%), the "discouragement
effect" is becoming increasingly widespread, accelerating
200 - the reduction of the labour force and containing the rise in
o ~ oo o the unemployment rate. However, it is true that in 1Q13
5 S ' the number of "discouraged" workers remained
almost constant at around 476,000 (2% of the labour

force).

-100
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"The number of households fell by 14,500 in 1Q13, due to the regrouping of families and the
emigration from Spain of part of the foreign population. The number of inactive Spanish
households is increasing, due in part to the retirement of heads of family".

The number of households has fallen for the second consecutive Quarterly change in number of households by nationality

month (14,500 in the 1Q13). Firstly, this is due to a process of and employment situation (thousands)

family regrouping: unemployed people are returning to the

parental home which they left during the years of economic Total aEmployed

expansion. Aconsequence of this is the reduction of 5,700 in the Mar-13 e -118.9

number of households with a single non-active member, Spanish {;.j

compared with 4Q12. Active & -563.6 “# Unemployed
65.3

Another phenomenon is the return of foreign households to -82.2

opportunities: the number of households whose main bread- Foreign -
winner was active orinactive fell by 26,400 compared with 4Q12. 145 -12.7 {’_:3 Unemployed
37.2

; - Employed
their countries of origin or to others offering more job ‘\/‘;] én:* s,,;l -49.9

Finally, there has been a notable rise in inactive Spanish -

households (78,500 in 1Q13) due to the retirement of heads of inactive i& Spa;‘; 2
family. A quarter of these were due to early retirement, mainly as 67.8

a consequence of the rationalization of the workforces of the {;‘5 _
companies where they worked w=" Foreign

Source: INE -13.8
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“41.1% of the employed in 1Q13 were in jobs requiring a different qualification to the one
they had (26.3% were over-qualified and 14.8% under-qualified)".

Over-qualified and under-qualified employed workers in Spain

(% total)

28% = Over-qualified Under-qualified
26%
24% w/‘/\/—/\_/_-
22%
20%
18%
16%
14%
12%
10%

555 888888222 oy
Source: INE

The fact that over-qualification is more common among
the young (32.1% among the 16-34 age group, more than
double the incidence in the over-55 cohort) is a reflection of
this group's difficulties in accessing the labour
market. This problem, therefore, does not affect only
those with no training, but the entire age group. One of the
reasons is probably their lack of work experience, which is
partly aresult of the longer time spent studying.

Under-qualification, on the other hand, is more frequent
among workers with more work experience and who,
therefore, are more likely to be offered positions with more
responsibilities, or to carry them out on a self-employed
basis. In 1Q13, 23.1% of over-55s in employment were
under-qualified.

One of the labour market's most significant
malfunctions, which often goes unnoticed, has to do
with over-qualification and under-qualification. This
occurs when a worker's level of training does not
correspond with that required by his position, either
because it is greater than required, or because it is
insufficient.

In 1Q13, 41.1% of those in employment held jobs
that required a different qualification to that which
they held. As we might expect, in view of other
indicators, the greater part of these were over-qualified
(26.3%), a percentage that has increased steadily since
the beginning of the crisis (3.9 percentage points since
1Q07). However, under-qualified employment, though it
stood at the same level in 2007 as over-qualification, has
fallen by 7.7 percentage points to 14.8% of the total

Over-qualified and under-qualified employed workers
in Spain by age group (% total). 1Q13
= Qver-qualified Under-qualified
35%  321%

0,
30% 26.4%

25% 23.1%

20%
14.2% 15.0%
15% 11.7%

10%
5%

0%
16-34 35-54 Over 55

Source: INE

"Professional over-qualification is particularly high in hotels & catering and the retail
trade, while under-qualification occurs especially inindustry and construction®.

Educational level of employed workers by type of occupation
(% total), 1Q13
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* Note: "0" Armed Forces, "1" Directors and managers, "2" Scientific and intellectual
technicians and professionals, "3" Support technicians and professionals, "4" Accounting
and administrative employees, "5" Catering, pers. serv., protection and sales, "6" Skilled
workers in the agricultural sector, "7" Craftsmen and skilled workers, manuf. ind.&
construction, "8" Operators and assemblers of plant and machinery, "9" Elementary
occupations and "10" Total

The most significant divergences, both in terms of the
training and qualifications required for the job and of the
proportion of employees affected, occur among
workers in catering, personal services (protection)
and sales personnel (22.7% of the total employed), as
well as among qualified workers in manufacturing
industry and the construction sector (11.1% of the
total).

In the first case, although it is a basic activity, 46% of
workers have a medium level of education and about
10% have higher qualifications. In the second case,
although workers should have a medium level of
education, either from vocational training or because
they have learnt a trade, more than half the workers have
alow level of training.
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"The Basque Country has the highest percentage of over-qualified workers and the lowest

proportion of under-qualified".

The percentage of over-qualified workers has
increased in all regions, though especially in the
Balearic Islands (8.3 percentage points from 1Q07 to
1Q13). Onthe other hand, this is not the region with the
highest incidence of over-qualification. In Cantabria
and the Basque Country, 31.4% and 30.7% of workers
have a higher level of training than is required in their
positions. In the Basque Country, there is also some
over-qualification among operators and assemblers of
plant and machinery, as well as in hotels & catering and
in the retail trade.

This is also among those regions with the lowest rates of
unemployment; in fact, there is a negative
relationship between the percentage of over-
qualified workers and the unemployment rate.
Although this could lead us to conclude that the way to
reduce unemployment is for the unemployed with
training accept jobs that require little qualification, even
if it means a lower professional status and wage, we
must not forget that very few vacancies are available at
the present time (see our March 2013 issue).

The under-qualified employed population, for its
part, has declined in all regions compared with pre-
crisis levels. The largest reductions have occurred in
the Balearic lIslands, Andalusia and Murcia, with
accumulated falls to 1Q13 of more than than 10
percentage points. However, the lowest percentages
are recorded in Madrid and the Basque Country (10.6%
and 10.8% respectively of total employed workers).
Directors and managers positions, which in these two
regions account respectively for 6.3% and 4.3% of
employment (compared to 4.9% in the national total),
are usually performed by individuals with high levels of
education (65.7% and 72.8%, respectively), but it is
important to note that about 30% of them have only
basic or medium education.

Map 1. Overqualification
and unemployment rate
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Map 2. Low qualification
(% of total employment, p.p.)
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Allocating employment

Since long before the crisis, it has been noted that almost half of the Spaniards in employment perform tasks for which they are
not appropriately qualified. The phenomenon of over-qualification is well known, but that of under-qualification much less so.
Just before the crisis, over 22% of employed workers fell into each of these categories. This evidence alone is very worrying
and reflects a very poor allocation firstly of educational resources, and secondly of labour. Throughout the crisis, the
percentage of under-qualified workers has declined because the crisis has harshly exposed the "impostors", while the
percentage of over-qualified workers has increased, both because of the decline in employment and because of the "safe
haven" which over-qualification provides, despite everything. Bad history, worse consequences. Do we have a plan?

José Antonio Herce. Partner, Afi
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