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Introduction 

At present, the leading role played by multinational enterprises (MNEs) in 
privatisation processes produces economic, social and labour impacts that constitute a 
fertile ground for use of the Tripartite Declaration of Principles concerning Multinational 
Enterprises and Social Policy (MNE Declaration) of the International Labour Organisation 
(ILO). These globally agreed principles provide governments, employers and workers, 
together with MNEs, with useful guidelines within the context of privatisation initiatives 
and activities deriving from the inflow of foreign capital. Such recommendations are 
particularly useful in guiding relationships and partnerships as regards employment, 
training, working and living conditions and labour relations. These principles are based on 
certain international labour conventions and recommendations, as well as on the 1998 
Declaration on Fundamental Principles and Rights at Work. 

This report is a response by the ILO to the concerns expressed by its constituents in 
recent years concerning the social and economic impact of the expansion of the activities 
of multinational enterprises, especially within the context of privatisations in host 
countries. The objective of this study is to provide an overview of the process of 
privatisation of the telecommunications sector in Argentina which will make it possible to 
identify, on the basis of its effects in the corporate, labour and social fields, the most 
relevant lessons that can be drawn from this process for the future development of the 
policies and practices involved in Argentina and in other comparable cases. In particular, it 
focuses on the question of identifying the way in which the consequences of privatisation 
that affect labour relations and collective bargaining practices can be channelled so as to 
ensure that, as far as possible, the advantages of the privatisation process can be of equal 
benefit to all members of society. 

This document was prepared with the help of valuable contributions by Ms. Cecilia 
Senén González and Mr. Alvaro Orsatti, to whom we would like to express our most 
sincere gratitude. Similarly, we are very thankful for the guidance of the ILO 
Multidisciplinary Advisory Team in Santiago, Chile, and the Area Office of Buenos Aires. 
We hope that this report will help promote dialogue among governments, multinational 
enterprises, business and workers’ representatives and society in general during the next 
stages facing Argentina and the other Southern Cone countries. 

 
Janelle M. Diller, 

 Chief, Multinational Enterprises. 
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Executive Summary 

During the 1990s, one of the fundamental pillars of the restructuring of the 
Argentinian economy was an aggressive policy of privatisation and deregulation of 
markets which until then had been monopolistic. In 1989, arrangements were made to 
intervene in all State-controlled companies, including the National Telephone Company 
(Empresa Nacional de Teléfonos, ENTel) which was handed over through a concession to 
two different companies – Telefónica de España and France Telecom associated with 
STET of Italy – in order to encourage a sort of “competition by comparison” between 
natural monopolies. 

From the beginning, the privatisation process was marked by controversy for various 
reasons, including in particular the price of the company, considered to be much lower 
than it ought to have been by numerous officials, and the question of rates which, instead 
of being reduced as initially planned, were adjusted upwards before the company was 
finally transferred. There is a widespread consensus to the effect that the government paid 
more attention to how to ensure that the privatisation transactions were attractive and 
successful for foreign capital than to the challenge of laying down appropriate regulatory 
rules and creating specific institutions. These institutions have been subject to some harsh 
criticism mostly based on two arguments: the kind of official institutional origin – most of 
the bodies were created by Decrees and not Acts – and their actual capacity for regulation 
and degree of independence from the Executive. 

The second stage, that of deregulation, which was to have begun in 1997, started only 
recently, at the end of the year 2000, due to the extension of the period of monopoly 
decided on by the government. Although during this new stage other companies, mostly 
foreign, moved onto the Argentinian telecommunications market, the market continues to 
be dominated by the two licensee companies. The deregulation phase coincided with the 
start of a new administration which was suspended in December 2001 due to the major 
political, economic and social crisis, which Argentina is going through and which makes 
the context for the introduction of reforms of this kind even more complex. 

Privatisation and deregulation meant significant transformations in the corporate 
environment. These reforms facilitated the incorporation of the rapid technological 
changes that had occurred in the world market and the development of new management 
abilities that the State did not seem to be in a position to achieve, which resulted in a 
considerable increase in productivity. The reforms also enabled the companies to obtain a 
series of tax reductions and exemptions, which according to the concept of tax neutrality 
incorporated in the sectoral regulatory frameworks, should have had positive effects for 
users. In practice, however, the benefits that the companies enjoyed were only partly 
passed on to consumers, in favour of non-domestic users (companies and public and 
private institutions). The companies have proved to be less optimistic about the 
deregulation stage, and to protect themselves from competition from new companies in a 
context of economic crisis, they have insisted on the application of greater obligations for 
the companies moving into the market. 

The privatisation of the telephone company also affected the companies' human 
resources and labour policies and therefore led to a transformation of the existing labour 
conditions and relations. The privatisation process was accompanied by a policy of 
reducing staff, which resulted in a decrease in the number of personnel of around 60 per 
cent. As far as job profiles are concerned, the arrival of new companies and the application 
of technological innovations changed the norms relating to age, seniority and the level of 
education, with a reduction in the first two and an increase in the last. In addition, the 



 

x H:/Research/Argentina/ Working Paper No 90 – Argentina.doc 

flexibility introduced into labour regulations by the reforms created a favourable 
environment for pay policies based on new forms of contracts – such as the pasantía  
student trainee system – which exempted companies from payment of social security 
charges, lowered the quality of contracts and raised the number of workers not covered by 
collective agreements. The changes as regards promotion, training and working conditions 
(including working hours and pay), together with mobility and occupational versatility, 
also contributed towards the emergence of a less favourable labour framework from the 
point of view of the trade unions. These changes were reflected in the two collective 
agreements and the two acts signed between the main telephone trade union and the two 
licensee companies. 

This transformation of the labour and corporate contexts in turn brought substantial 
changes in the trade union structure and in collective bargaining. The proliferation of the 
interests of employers and workers gave rise to a complex situation in coordination among 
the trade union organisations. Outsourcing and the appearance of new types of contracts 
such as the student trainee pasantía  schemes made interaction essential between the trade 
unions in the telecommunications sector and those in other sectors which before were 
completely unconnected with the industry, weakening the scope of the representation of 
the telephone trade unions. At world level, joint initiatives have been developed between 
companies and trade unions, as demonstrated by the adoption of a Code of Conduct signed 
in March 2001 between Telefónica and the global trade union federation Union Network 
International (UNI). In this new national and world scenario, with numerous players 
involved, collective bargaining can no longer be limited to a single collective agreement 
covering all the sector, as certain categories of workers are now covered by agreements 
relating to other sectors of activity which have become linked to the telecommunications 
sector as a result of the privatisation process. The deregulation of the telephone sector 
initiated in 2000 heralded a further deterioration in working conditions as a result of less 
attention being given in government policy to the social and labour aspects of the process, 
as well as the crisis sweeping through the country at present. 

In conclusion, from the point of view of the principles of the Tripartite Declaration 
concerning Multinational Enterprises and Social Policy of the International Labour 
Organisation (ILO), the privatisation of the telecommunications sector in Argentina 
produced mixed results. On the one hand, it brought progress in the quality and the cover 
of the services, appreciably improving the ability of the companies to efficiently administer 
their resources and to incorporate new user segments attracted by new services. On the 
other hand, as far as the labour and trade union dimensions are concerned, the 
transformations were considerable since they involved a significant reduction in 
employment requiring major efforts to adapt on the part of the workers and society. In the 
stages to come, Argentina will have to take up certain challenges, particularly in the case 
of workers and users, in order to maximise the positive effects of the current process of 
deregulation and extend them to society as a whole. Joint efforts by the government and 
the company and labour representatives can contribute to the success of the process by 
maintaining an ongoing dialogue at the workplace and throughout the country. 
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1. Privatisation and deregulation policies in the 
telecommunications sector in Argentina 

1.1. Initial situation and first stage 
of privatisation (1988-1997) 

During the 1990s, one of the basic pillars of the restructuring of the Argentinian 
economy was an aggressive policy of privatisation and deregulation of markets that until 
then had been controlled by monopolies. The administration of President Carlos Menen 
who, as representative of the Partido Justicialista, governed Argentina between 1988 and 
1999, was the government that had to deal with this radical transformation process. But it 
was the government of Raúl Alfonsín (1983-1988, Unión Cívica Radical) that laid the 
initial foundations for the development of this process, although it never managed to see it 
through.  

The new economic policy – which was to be hegemonic in Argentina during the 
nineties – can be traced back to 1989, with the promulgation of the State Reform and 
Economic Emergency laws which, inter alia , provided for the removal of monopolistic 
clauses preventing the inflow of foreign capital. In this respect, privatisation policy 
adopted the legal systems of deregulation and the breaking up of monopolies. Later on, the 
constitutional reform of 1994 incorporated the obligation to ensure the defence of free 
competition against any form of market distortion, control over natural and legal 
monopolies and the quality and efficiency of public services. 

One of the main characteristics of this deregulating strategy was the fact that it 
contained deep-rooted asymmetries as regards areas, subjects, sectors and what was 
actually covered. According to specialists in this field, in reality the so-called deregulation 
of markets concealed a re-regulation of markets with different characteristics from the 
previous ones. 

In support of this idea, Azpiazu, Gutman and Vispo (1999) have listed a large number 
of measures aimed at consolidating the economic opening-up of the country, such as the 
abolition of the price control system, the repeal of specific regulations relating to foreign 
investment, the liberalisation of international flows of foreign exchange, deregulation of 
petroleum, pharmaceutical and mining markets, etc. By way of examples of re-regulation, 
the same authors establish a contrast between these measures and others working in the 
opposite direction. In the latter category are measures such as those introduced with regard 
to the privatised public services, as is the case with price regulation, concessions to the 
railways and, in the sector analysed here, extension of the period of exclusive provision of 
services and price readjustment in the telephone sector. 

1.1.1. Background to privatisation   

Until the end of the 1980’s, the Argentinian State held a monopoly in the 
telecommunications sector structured through its ownership of the Empresa Nacional de 
Correos y Telecomunicaciones (ENCOTEL),1 the Empresa Nacional de Teléfonos 
(ENTel), four open TV channels, 80 radio stations and the Press Paper Company (Papel 
Prensa) – of strategic importance in the graphics industry. In this respect, the privatisation 

 

1 This report concentrates exclusively on the privatisation of the telecommunications sector. 
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of ENTel in the telecommunications sector was considered to be one of the priorities in the 
State's restructuring programme and was quickly achieved, in 1990.  

In 1988, during the administration of President Alfonsín, the most far-reaching 
privatisation plan was put forward since the creation of ENTel in 1956. The proposal 
consisted in offering management of the company and the sale of 40 per cent of ENTel's 
stock to the company “Telefónica de España S.A.”. This project, which took tangible form 
in a letter of intent signed by the National Executive, basically consisted in the creation of 
a mixed company administered by the above-mentioned Spanish group which would 
maintain ENTel's monopoly over Argentinian telecommunications for 25 years, with the 
possibility of renewal, and would be subject to State regulation of rates and quality levels 
(Gerchunoff, Coloma, and Shiappaccase, 1994). 

The cost of the operation was to be covered by the payment of US$750 million by the 
Spanish operator. The payment was to be in the form of cash (US$500 million) and 
mechanisms for capitalisation of the external debt (US$250 million).2 

The announcement of this measure to privatise the telephone company brought 
resistance and opposition in various sectors linked to ENTel. Firstly, there were the 
supporters of the public company, such as different political groups including some 
members of the Radical Party and the telephone trade union. Secondly, there were those 
who felt affected by the sale either for political reasons, in this case mainly the opposition 
Justicialista Party, or because their interests were directly involved – equipment suppliers 
who were afraid of losing their privileged position (Schvarzer, 1993). 

1.1.2. The privatisation process  

The background against which the Justicialista government came to power in 1989 
was characterised by widespread macroeconomic instability, a very poor financial 
situation, high rates of inflation, a lack of international reserves and State-run companies 
with no capital (Gerchunoff, 1992). As a result, a series of policies were envisaged to 
resolve these problems, aimed at stabilising the economy via peso-dollar convertibility and 
the introduction of structural reforms, which included the deregulation of markets, the 
opening-up of the economy, reform of the State, the establishment of a fiscal balance and 
privatisation of public companies. 

The main objectives of these privatisations, regardless of the sector or the general 
characteristics of the companies to be privatised, included: 

§ removal of the heavy burden that public companies represented on the national 
budget, one of the fundamental causes of the inflationary spiral; 

§ establishment of new conditions with external creditors for payment of the debt and to 
promote the continuity of the influx of external financing having consequences in 
terms of more fluid State access to international loans; 

§ reduction of the external debt through capitalisation mechanisms. 

 

2 During this period, the company had an annual turnover of some US$1,400 million. The number 
of lines installed was US$2.6 million, much lower than in other countries from a comparative 
perspective. The ratio of 57 lines per employee was also very low. 
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The privatisation process was based on a set of legal instruments including in 
particular the State Reform Act (23.696/89) and the Economic Emergency Act 
(23.697/89). (See box 1.1.2.) 

Among the provisions of the State Reform Act, it is important to underline the 
Programa de Propriedad Participada (PPP) (Shared Ownership  Programme) which, 
initially designed for the employees, users and providers of the companies to be privatised 
- in any sector of activity - finally became an instrument intended to lessen the negative 
attitudes that could arise in the workers' minds concerning the privatisation process. In the 
case of Argentina, the PPP was implemented solely in relation to the workers, whose 
shareholding was 10 per cent, management of which remained in the hands of the trade 
union associations (Tomada et al., 1992). The Act states that affiliation to the PPP 
programme is of a voluntary and individual nature, although a legally constituted entity has 
to be designated to represent the PPP funds. By becoming company shareholders, the 
workers are entitled to a representative on the company's Board of Directors (the Workers' 
Director). 

In the telecommunications sector, the workers accepted ownership of 10 per cent of 
the shares of Telefónica and Telecom and a period of eight years was set before they could 
be sold back to the companies, with the result that they were sold in 1998. The shares were 
bought by the majority shareholders of the companies, from 7,500 Telefónica employees 
and almost 12,000 Telecom employees. Individual earnings from the sale varied between 
US$50,000 and US$70,000.3 In the case of Telefónica, the Class C shares from the PPP 
were owned by the employees until May 1998, when they were acquired by the company. 
In the case of Telecom, the sale was finalised at the beginning of 2000. In this way, the 
representation of employees as company shareholders was diluted, so it can be said that the 
programme did not attain the desired objective as regards maintaining the Workers' 
Director. 

In contrast, in other sectors such as utilities and, in particular, water, the General 
Secretary of the union has been a member of the Board of the company Aguas Argentinas 
in his capacity as Workers' Director since privatisation began, as the workers still hold 10 
per cent of the company's capital. Broadly speaking, the position of the trade union in the 
water sector, SGBATOS, has been to maintain its position on the company's Board of 
Directors and to remain in the PPP, thus following the guidelines laid down in the State 
Reform Act (Senén González, C. 2000). 

 

3 Towards the end of the following decade, there were 50 programmes with 55,000 employees as 
beneficiaries. The proportion of shares varied between 8 per cent (energy companies) and 20 per 
cent (SOMISA - metalworking sector), with 10 per cent being the most frequent figure (telephones, 
Aerolíneas Argentinas, Caja de Ahorro savings bank, oil company YPF). The period for which they 
could not be sold was over 20 years in some companies as from the time of privatisation. 
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Box  1.1.2. 

Legal framework 

The State Reform Act fixed a legal framework 
which regulated at numerous levels the functioning of 
the companies to be privatised: 

§ the way in which the companies were to be 
privatised; 

§ the privatisation methods which could be used; 

§ the selection procedures for offers from the private 
sector; 

§ certain labour relations aspects such as protection 
of employment, trade union representation and the 
Programa de Propiedad Participada (PPP); 

§ The PPP was an instrument intended to lessen the 
negative attitudes that the privatisation process 
might cause in the minds of the workers. In the 
case of Argentina, it consisted in allowing the 
companies' employees 10 per cent of their shares. 

The Economic Emergency Act gave the 
Executive ample decision-making powers in the 
following ways (Schvarzer, J. 1993): 

§ repealing all laws which differentiated between 
foreign capital and domestic capital; 

§ allowing foreign capital into areas open to 
privatisation that were previously restricted; 

§ suspending the national purchasing system. 

These laws allowed the reforms to be 
introduced, among which the privatisation of public 
companies was fundamental in order to face up to 
the economic crisis that the country was going 
through. However, some provisions of the State 
Reform Act were not applied as planned. The 
following are worth mentioning, among others: 

§ Article 41 stated that it would be attempted to 
preserve the number of staff at the 
companies to be privatised. This rule was 
only partly observed, since before the 
tendering process the government introduced 
a policy to reduce personnel which 
particularly affected contract personnel and 
temporary and casual employees and was 
continued for the new companies. 

§ Article 42 stipulated that at the time of the 
transfer the employees of the companies to 
be privatised would retain all their 
entitlements as regards seniority, pay, 
category and duties. In practice, all these 
aspects were modified under the new 
collective agreements. 

§ Article 43 stated that the trade union structure 
that existed before privatisation had to be 
kept intact. In practice, the proliferation of 
companies in the sector and the 
diversification of the categories of employees 
changed the trade union structure. 

Shortly after he took office (in 1989), President Menem ordered intervention in all the 
State-run companies. This was the fate of ENTel. From the beginning, the advantages and 
drawbacks were examined of breaking up the State company into various smaller 
companies. Finally, it was decided to divide the country into two areas of approximately 
the same size in terms of installed services and present and future demand. The national 
telephone network was then divided into two parts – North and South – which were to be 
handed over as a concession to two different companies in order to encourage a sort of 
“competition by comparison” between natural monopolies.4 

In 1990, the government issued an international call for bids for the sale of 60 per 
cent of the shares in each of the companies.  Of the remaining 40 per cent, 10 per cent were 
to be handed over to the workers under the Programa de Propriedad Participada (PPP) 
that was in force and 5 per cent to the 180 existing telephone cooperatives,5 with the 
government retaining 25 per cent which would later be placed on the stock markets of 

 

4 This type of regulation is only applicable “... if the division of the service into zones can be carried 
out in such a way that the areas of the concessions are equal as regards scale, scope and density...” 
(Gerchunoff, 1995). 

5 These cooperatives were authorised to provide the service in regions that were considered to be 
unprofitable, in return for which they were to retain between 40 per cent and 70 per cent (according 
to successive negotiations with ENTel) of the income from outgoing calls. 
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Buenos Aires and New York. The concession would be for an unlimited period, including 
a monopoly for seven years over urban, intercity and international services, extendable to 
three more years if a number of conditions proved to have been fulfilled. The State would 
not keep any holding in the long term and in future the buildings would become the 
property of the licensees. 

As from January 1990, when the set of terms and conditions for privatisation of the 
public telecommunications service was approved, the privatisation process was marked by 
controversy for various reasons. The first was linked to the price of the company which, 
according to estimates by some officials, was several times lower than it ought to have 
been. The fixed assets were valued at US$3,200 million and the key value was put at 
US$1,900 million. The company was sold without any liabilities, which amounted to 
almost US$2,000 million (US$1,400 million externally and US$500 million payable to 
internal suppliers). Maximum profitability was calculated at 16 per cent, applied to the 
valuation amount of US$1,900 million. 

These decisions by the government thus created more favourable conditions for the 
new owners of privatised companies, such as the undertaking not to transfer ENTel's 
liabilities to the future operators, except for certain specific obligations (such as those 
relating to works and services in the course of execution, etc.). Another contentious aspect 
was the subject of rates. The call for tenders provided for application of an adjustment "... 
during the period prior to the date of submission of tenders at an appropriate level to 
provide an efficient operator with a reasonable rate of return on the tangible fixed assets..." 
(Decree 62/90). According to this, rates were to be reduced annually by 2 per cent, as a 
result of the anticipated increase in productivity, rising to 4 per cent during the additional 
period of extension of the monopoly. However, when the time came for the transfer of 
ENTel to be carried out it was considered that rates had fallen in real terms due to the 
hyperinflation affecting the country as from the end of the 80s, with the result that an 
adjustment was made before the company was finally handed over. 

In September 1990, when the transfer of the company was imminent, details were 
made public of the agreement entered into by the State with the private consortia 
Telefónica of Spain and Telecom of France (in association with Stet of Italy) to apply an 
increase of 40 per cent above the increase in the cost of living, in contradiction to the 
provisions set out in the call for tenders, according to which during the period between the 
call for tenders and handover to the private consortia adjustments could only be in line 
with the consumer price index (Felder, 1996). This new agreement, reached shortly before 
the transfer, guaranteed increased profitability to the companies that were to become 
licensees. 

1.1.3. Privatisation of the Empresa Nacional de Teléfonos 

As a result of the call for tenders, on 8 November 1990 the Southern area was 
awarded to the Spanish company Telefónica and the Northern area to the French company 
Telecom, in partnership with STET of Italy, all State-controlled operators in their 
countries of origin. 6 The contracts awarded operating licences providing an exclusive right 
to provide basic telephone services. This right was to last for seven years, extendable by 

 

6 One of the consortia interested initially was the North American Bell Atlantic, which finally 
withdrew its offer. On this point there have been accusations (made recently in 1999) to the effect 
that Argentinian officials manoeuvred to ensure that Bell Atlantic did not receive the same 
treatment as the other companies when the privatisation process was defined, with the objective of 
receiving personal favours. 
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three more years if particular targets were met as regards investments, the provision of 
public telephones, reductions in connection rates and the times required to repair faults, 
installation of lines, etc. 

In addition, according to the specifications in the tender documents, the privatisation 
of ENTel gave rise to the creation of two other companies under the joint control of 
Telefónica and Telecom: Telintar7 (long-distance international services under an exclusive 
agreement for seven years extendable to ten years) and Startel8 (providing services on 
national territory in competition with other providers of services such as telex, data 
transmission, mobile telephones and maritime mobile radio). The two consortia hold the 
share capital of Miniphone9 (cellular mobiles) and, individually, the companies that 
produce telephone directories, Teleinver (of Telefónica) and Publicom (of Telecom). 

In the case of Argentina, the successful consortia were to comprise a foreign operator, 
an economic group with national capital and a creditor bank for the Argentinian external 
debt (Herrera, 1992). The assets of both consortia – called respectively Telefónica de 
Argentina S.A. and Telecom de Argentina S.A. – were constituted, initially at least,10 as 
follows (Gerchunoff y Coloma, 1992). 

Table 1.1.3. Composition of the acquiring consortia 

Telefónica de Argentina S.A.  Telecom Argentina S.A. 

 Percentage Percentage

34  France Telecom 18Telefónica 

  Italia Telecom (Stet) 18

Citibank 20  Morgan 6

Techint 6  Pérez Companc 18

Total 60  Total 60

 

 

7  Dissolved in 1998. 

8 Dissolved in 1998. 

9 Dissolved in 1998. 

10 The initial shareholding structure of both consortia rapidly changed. At the end of 1991, the 
shares of Telefónica were in the hands of separate financial entities (Banco de New York, Río de la 
Plata, Central de España, etc.). In 1992 the national economic group Soldati acquired shares in 
Telefónica in a public tender (5.2 per cent)  (Página 12  newspaper of 20 December 1992) and in 
Perez Companc (Aspiazu and Vispo, 1994). Towards the end of 1998, Techint sold its shares. 
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Box  1.1.3 

Distribution of ENTel shares  

The first step in the privatisation of ENTel consisted in the sale of 60 per cent of its shares to the two 
consortia that were successful in the tendering procedure. With this sale, the government received a cash 
payment of US$214 million, US$114 million and US$100 million for the Southern and Northern areas 
respectively, along with US$5,029 in external debt bonds. 

The remaining 40 per cent was divided up as follows: 

§ 5 per cent for the 180 pre-existing telephone cooperatives, which were authorised to provide the service in 
what were considered to be unprofitable areas, in return for retaining (according to successive negotiations 
with ENTel) between 40 per cent and 70 per cent of revenue from outgoing calls; 

§ 10 per cent for the company's employees, under the PPP; 

§ 25 per cent retained by the government to be placed on the stock market later on. This percentage was 
sold between December 1991 and March 1992 and the realisation of these shares allowed the Argentinian 
government to collect an additional sum of around US$2,000 million. 

1.2. The sector's regulatory framework 

Going beyond the assessments of a production, social and labour type that can be 
made of the results of the privatisation process (see below, Chapter 2 and Section 3.2), it is 
interesting to discuss the regulatory aspects implicit in this process since these have been 
identified by international experience and economic theory as an essential factor in 
characterising processes of economic restructuring. In theory at least, privatisations should 
be accompanied by the creation of a new form of State intervention. In the case of 
Argentina, the debate on the regulatory factor in the privatisation of public services has 
been fairly intense in recent years as there is a widespread consensus on the existence of 
numerous deficiencies and discussions continue, from different viewpoints, on the whether 
the said limitations were predictable or unexpected. In the former case, the arguments put 
forward concern the structural features of the country's economy and society; in the latter 
case, the said deficiencies are considered to be the result of various contextual factors such 
as the lack of institutional experience and the extreme rapidity with which the 
privatisations were carried out.11 

Contextual factors that are thought to have contributed to the crystallization of a 
deficient regulatory framework include: 

§ the recurrent political instability and economic crisis suffered by the country, 
including a “secular stagnation”, factors that have prevented the development of a 
bureaucracy with sufficient ability to regulate private companies (the World Bank 
adds that independent regulation agencies are institutions that are alien to recent 
history in Argentina); 

 

11 A central plank of this critical analysis came from the Economics and Technology Section of the 
office of the Facultad Latinoamericana de Ciencias Sociales (FLACSO) in Buenos Aires, based on 
a project financed by the Argentinian scientific and technological system (Proyecto FLACSO-
CECyT-CONICET Privatisation y Regulación en la Economía Argentina), as from the mid-1990s. 
With reference to the telephone sector, cf. Abeles, Formicito and Schorr (2001). For the general 
focus of this line of reasoning, cf. FLACSO 1999a and b, Azpiazu, Gutman and Vispo, op. cit., 
Azpiazu and Notcheff 1994, Notcheff 1998, Vispo 1999 and Basualdo 2000). For other approaches, 
also see Abdala and Spiller 1999, Urbiztondo, Artana and Navajas 1998 and Gerchunoff and 
Cánovas 1995. 
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§ the existence of a relatively weak institutional infrastructure, with a comparatively 
corrupt public bureaucracy, and a judiciary vulnerable to political manipulation; 

§ the hegemony of entrepreneurs with a powerful financial component and no 
internalisation of the economic and moral value of transparent competition; 

§ relatively passive users, far removed from the paradigm of demanding clients aware 
of their rights and of the practices that such rights entail. 

In particular, there was an underdeveloped public perception of monopolistic power 
and transparent competition. Even though holding companies were already predominant in 
Argentina on numerous markets before the 1990s, with the privatisation of public services 
this power was intensified when the economic groups merged horizontally and vertically 
with common interests derived from cross-holdings in undertakings linked to those public 
services. 

Similarly, the privatisations had intrinsic design faults, as regards the concession 
contracts, and there were deficiencies in the regulatory frameworks. In this respect, there is 
a widespread consensus to the effect that the government paid more attention to how to 
ensure that the privatisation transactions were attractive and successful for foreign capital 
than to the challenge of laying down appropriate regulatory rules and the creation of 
specific institutions. Within the whole issue of regulation, greater importance was attached 
to questions linked to investment incentives than to strengthening the regulatory 
institutions, as with the following courses of action: 

§ The natural monopoly conditions enjoyed by most of the public services were 
maintained when they were privatised. In some cases, the integrated monopolies 
inherited from the previous period were broken up into several companies only in a 
few production or marketing stages prior to supply to the end user and not in the stage 
of direct connection to the consumer of the service. Such circumstances required a 
very transparent tendering system and a regulation structure ensuring full protection 
of the user confronted with a single provider on a market with absolutely no 
competition. 

§ There was a high degree of decentralisation of the powers of the National Executive, 
from where the reforms were introduced. Argentina seems to be the least centralised 
and most flexible of countries in an international comparative analysis (Mexico, 
France, United Kingdom, Canada, New Zealand). The privatisation committees 
generally comprised supervisors and the secretary of the area, with little external 
support by way of financial, economic, technical and legal advice. This 
decentralisation led to the absence of uniformity of criteria as regards the privatisation 
process and the design and initial power of the new control bodies. 

§ Individualised contracts were used frequently and indiscriminately as a form of 
regulation instead of a generic framework in infrastructure sectors (rail transport, 
highway concessions, postal services, airports, water). These contracts, although 
providing in itial guarantees to investors, generated substantial pressure for continued 
renegotiation. The absence of specific procedures for the transparent adaptation of 
individual contracts in line with changing circumstances created a widespread lack of 
credibility. 

§ The natural mechanisms for settling disputes proved to be inefficient and ineffective, 
partly due to some interventions by the government which altered the initial 
privatisation conditions in the face of disputes between the parties, be it between 
regulator and company or among regulated companies in the same sector. 
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1.2.1. The institutional framework 

The sectoral policy as regards telecommunications formally postulated the provision 
of a universal basic telephone service12 of the highest quality at fair and reasonable prices 
which also ensured the competitive provision of data transmission and other value-added 
services, via the establishment of a private and progressively competitive system 
incorporated into an inter-connectable network at national level. 

To attain the sectoral policy objectives, in 1990, on finalisation of the tendering 
process but before the transfer, a National Commission of Telecommunications (Comisión 
Nacional de Telecomunicaciones, CNT) was created, the first body with responsibility for 
regulation, monitoring and control of services. 

When the CNT was created, it was given the task of administrative and technical 
regulation, monitoring, control and inspections in the field of telecommunications, 
functions which could not be delegated. When the company was transferred to the private 
sector, various decrees were passed by the National Executive and resolutions by the 
secretariats and sub-secretariats which were successively given responsibility for the 
communications sphere,13 together with resolutions by the regulatory authority itself, 
specifying the scope of the general rules, introducing modifications or responding to 
situations unforeseen initially. 

Gradually, the tasks involving central aspects of sectoral responsibility, such as the 
fixing of rates and the decision concerning extension of the period of exclusivity of the 
basic service licences, to mention just two, were assigned to the Secretaría de 
Comunicaciones. The duties of the Comisión Nacional de Comunicaciones (CNC), created 
in 1997 through the merger of the CNT with the Comisión Nacional de Correos y 
Telégrafos (CNCT), were limited to monitoring the quality of the service. 

As regards the bodies in charge of the new regulation, it is a coincidence that the 
system for the allocation of responsibilities was fairly diffused, as a result of the speed 
(and in many cases the lack of detail), with which the privatisation programme was 
implemented. As most of these bodies were created after the privatised companies began 
operating, it is possible to identify two convergent problems: the type of formal 
institutional origin – most of the bodies were created by decrees and not by law – and the 
actual regulatory ability and degree of independence from the administrative districts 
origina lly responsible for the privatisations. To these factors must also be added the fact 
that the Legislature was to delegate (through the State Reform Act and the Economic 
Emergency Act) ample powers to the National Executive (PEN) to determine the 
procedure for the privatisations, adopting an exceptional measure for the political structure 
in place in order to cope with the economic crisis that the country was going through. 

 

12 The basic telephone service is defined as “the provision of fixed telecommunications links 
forming part of the public telephone network or connected to the said network and the provision by 
these means of the urban, intercity and international live voice telephone service”. 

13 In 1990, the policies in this field fell within the competence of the Subsecretaría de 
Comunicaciones, linked to the Secretaría de Obras Públicas of the Ministerio de Obras y Servicios 
Públicos and subsequently the Ministerio de Economía, Obras y Servicios Públicos. In 1996, the 
Secretaría de Energía, Transporte y Comunicaciones was set up, reporting to the Ministerio de 
Economía, Obras y Servicios Públicos. The Secretaría de Comunicaciones was created in the same 
year, but under the control of the National Presidency (Decree 245/96). 
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To complete this particular analysis, it is worth looking at some of the most important 
shortcomings in the functioning of the regulatory bodies: 

§ Lack of coordination: the different locations within the administration limited the 
vision of the regulatory system as a whole, leading to duplication of tasks and failure 
to make use of economies of scale. 

§ Lack of participation in the renegotiations, as a result of the contractual designs and 
arbitrary decisions of the PEN. 

§ Deficient systems for electing the boards of the different bodies: once again, it is the 
PEN that generally decides, instead of organizing a competition and then seeking the 
agreement of Congress. 

§ Lack of information: the bodies do not have accountancy systems with obligatory 
standards set for companies. 

§ Lack of technical professionalism and proper independence. 

§ Regulatory system with little transparency and incomprehensible to users. 

§ Penalties not applied automatically but on a consensual basis. 

§ Lack of regulatory uniformity both horizontally (among various services at the same 
institutional level) and vertically (within the same service at different institutional 
levels). 

§ Non-application of the criterion of amalgamation or incorporation of sectoral 
regulations: the bodies are subject to internal ex-ante and ex-post controls by the 
Sindicatura General de la Nación (SIGEN) and the Auditoría General de la Nación 
(AGN), whilst in Parliament there is the Comisión Bicameral de Reforma del Estado 
y Seguimiento de las Privatizaciones, which expresses non-binding opinions and 
convenes meetings of the social partners for specific debates. 

1.2.2. The CNC: lessons learnt 

In the particular case of the CNC, from a regulatory point of view this has been 
unanimously regarded as a seriously deficient body, basically for the two reasons referred 
to in the previous section (Urbiztondo, Artana and Navajas, 1998): because it was created 
before the transfer of the telephone company but after finalization of the tendering process 
and after the award of contracts was decided, and because of its lack of independence from 
the PEN. Whilst it was a self-governing body with a board appointed for five years, in 
practice its members were designated by the PEN with no public selection process and it 
was immediately placed under the control of the Subsecretaria de Comunicaciones, 
created in 1991. As early as the beginning of 1992, the PEN intervened in the board, a 
situation which lasted until the end of 1993 and was repeated in 1995. One example of 
dependence in the Commission's decisions was the readjustment of rates in 1997, approved 
by decree and not by an administrative resolution. 

The Commission also received a negative assessment from the World Bank at the end 
of 1991, because certain functional shortcomings were observed. To mention just a few of 
the problems referred to: 

§ lack of leadership in the negotiations on the regularisation of rates with telephone 
operators; 
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§ lack of any independent verification of improvements in the constructions and 
services of the licensees; 

§ limited and badly coordinated action with licensees to settle claims in services; 

§ failings in its ability to organise a balance in rates between local, long distance and 
international services; 

§ lack of an analysis of measurement of telephone pulse and of how a system of 
standard prices and services can help reduce customer connection rates, etc. 

Similarly, in the following years the Commission was frequently accused of 
favouring the two licensee telephone companies to the detriment of other operators and 
individual users. The weight of political decisions was most clearly seen during the process 
of readjustment of rates in 1997 (see below, section 1.3.). 

1.3. Second stage: the deregulation of telecommunications  
(1997-2000) 

In a way, 1997 was a turning point in the development of the Argentinian 
telecommunications sector. With the privatisation of the basic postal and telephone 
services completed, it was the moment to set in motion a series of measures aimed directly 
at deregulation. However, in the specific case of the telephone sector, the government 
decided to extend the exclusivity for the basic telephone service enjoyed by the two 
licensees. This prolongation of the monopoly in time, as envisaged in the initial contract, 
extended the process until the end of 2000,14 so that the beginning of this new stage – when 
measures were finally to be taken to liberalize competition – took place in the period 2000-
2001. This period coincided with the arrival of a new government led by President 
Fernando de la Rúa (who triumphed through an alliance between the Unión Cívica Radical 
and Frepaso) and thus brought a halt to a decade of Justicialista hegemony. Nevertheless, 
at the time of completion of this paper, the continuing economic recession and a major 
political and social crisis brought the resignation of President Fernando de la  Rúa in the 
middle of December 2001 and the return of a government of Justicialista  extraction. 

Furthermore, attention should also be drawn to the importance of some of the 
agreements reached in 1997 between the Argentinian government and the telephone 
operating companies as regards the fixing of prices and rates. When analysing the results 
obtained, it is no minor detail that the readjustment of rates which took place then was 
accompanied by the request for an extension by the operating companies. 

With the readjustment of rates in 1997, the companies did away with free calls (until 
then it had been possible to make up to 180 calls free of charge), introduced a peak time 
band (with higher rates during the busiest times), reduced the cost of international and 
medium distance calls in order to promote the integration and development of the regional 
economies and readjusted rates between domestic users (private households) and non-
domestic (companies or public or private institutions), with an increase of 40 per cent for 
the former and a reduction of 35 per cent for the latter. The government promised to 
measure the functioning of this system every quarter and evaluate it every six months, in 

 

14 In 1998, the government confirmed by law the ratification of the fourth protocol to the WTO 
General Agreement on Trade and Services, which committed the country to opening up the 
telecommunications services to competition at the end of 2000, with the exception of satellite 
services. 
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order to adjust rates up or down depending on the trend in the revenue of these companies. 
This measure allowed the two licensee companies to step up their earnings and also 
benefited non-domestic users. 

The application of atypical charge adjustment clauses was detrimental to users. A 
mechanism of index-linking of rates based on the consumer price index was replaced by 
another which included a sort of “trigger clause” linked to the exchange rate for the US 
dollar. However, as the Convertibility Plan (1991) prohibited any kind of index-linking 
practice, the government came to an agreement with the companies whereby in return for 
maintaining their average charge level they were allowed partial deduction of the VAT 
(value-added tax) on their sales (Herrera, 1992). This new concept also allowed the 
companies exchange security, protected from risks inherent in the exchange policy. In 
practice, prices in the US rose much more steeply than in Argentina: for example, between 
1995 and the middle of 2000, the domestic price index rose by between 0.6 per cent (retail) 
and 3.3 per cent (wholesale), as opposed to 14.9 per cent and 9.1 per cent respectively. As 
a result, it has been calculated that the costs of the telephone service rose by 42 per cent in 
real terms over the decade. 

Various users' organisations appealed to the courts, but finally the Supreme Court 
decided in favour of the measure. Recently, in June 2001, the Anti-corruption Office 
returned to this subject, following recent accusations indicating that Telefónica was using 
bribes in order to obtain this result. As we have just suggested, it is significant, to say the 
least, that this stage coincided with the request for an extension until November 2000 by 
the telephone companies, as allowed in the transfer contract.15 

However, in March 1998, through the approval of the "Telecommunications 
Liberation Plan”, there was a gradual shift towards a competitive market in the long- 
distance international and intercity service . The national government decided to grant 
four licences of national scope: two to the licensee companies (Telefónica and Telecom) 
and two to companies providing cellphone services in the country: CTI (GTE-ATyT of the 
Clarín group) and MOVICOM (Bell South). 

In the new stage that started in 2000, the State hoped that new companies would 
move onto the market, thus extending competition to integrated services in packages, 
including telephone, Internet and cable TV. The government then announced that twenty 
companies were to invest US$2,700 million during the first year of the system, rising to 

 

15 The telephone companies argued that they had attained the compulsory quantitative targets, such 
as the level of investment, the quantity and time limits for the installation of new lines, digitisation 
of the network, the efficiency of operator calls and services and the incidence of faults (maximum 
breakdown rate). In reply, the government, apart from casting doubt on some of the statistics of the 
companies as regards these points, added that they also had to meet other qualitative targets relating 
to the obligation to fix interconnection charges for other services using the network and the ban on 
the above-mentioned cross-subsidies. In this context, the telephone companies requested the 
extension in a state of legal disobedience vis -à-vis the decisions that they had asked the government 
not to introduce as regards the readjustment, had the affidavit lifted denying them access to the file 
establishing the need to lower charges and contested the fine administratively and legally. In the 
meantime, one Parliamentary group, a consumer organisation, the ombudsman and the IMPSAT 
company submitted legal petitions for a preliminary public hearing, which is permitted in cases 
having aspects with serious social repercussions. The Court forced the Secretaría de 
Comunicaciones to defer pronouncement of the decision. At the end of the year, the government 
was in favour of bringing the matter before the Supreme Court in order to break the logjam. The 
telephone companies continued operating as usual, pending the final decision, and the government 
issued a decree allowing the Secretaría to renegotiate the contracts on different terms as an 
alternative to the extension. 
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US$4,000 to US$5,000 million later on, amounts that the government had already included 
in its global investment plan to revive the economy. It was also hoped that competition 
would bring domestic and international rates down by 60-80 per cent, although it was 
stated that that the reduction in domestic rates would be deferred until the middle of 2002.  
Whilst new operators – Techtel, i-Plan-NSS, Impsat, Comsat, Metrored and ATT moved 
onto the scene – the licensee companies continued to hold the largest share of the 
telecommunications market. 

1.3.1. The new Decree of September 2000 

The deregulating law became known only recently, in September 2000, following 
lengthy debates between the companies and the authorities, with internal differences in 
each camp.16 In practice, the differences between the two sides turned into a virtual 
international dispute in which there was a clash between European and North American 
companies (there were interventions by the Spanish President and the business attaché at 
the US Embassy in Argentina).17 The dispute was focused on two matters: 

§ The cost of interconnection: in agreement with the new competitors, the 
interconnection "toll" was to be between 0.8 and 1.3 US cents, as opposed to 2.4, one 
of the highest levels in the world. The government endorsed this pos ition, recalling 
that the European Commission recommended 0.9 US cents and that in France, Italy 
and Spain it was between 0.6 and just under 1.0 US cents. 

§ The provision of a universal service: the government and the new companies 
recognized the need to create a mechanism designed to support unprofitable regional 
situations. For this, all the companies would have had to pay 1 per cent of their 
turnover (equivalent to US$110 million a year) into a special fund, in addition to the 
0.5 per cent inspection charge that the companies had to pay (although they did not 
comply fully) to the regulatory body. The two licensee companies asked for the 
percentage to be raised to 3 per cent and for compensation of US$300 million for 
accumulated losses in this field during the previous 10 years. The new companies 
replied that this could not be demonstrated, as their cost structure was not known. 

 

16 In practice, the negotiations had begun at the end of 1999, when the new government asked the 
telephone companies for a further reduction in rates (barely a month after the previous one, 
according to the records) and suspension of the index-linking of rates. The objective of these 
measures was partly to offset the cost of the increase in taxes that it was planned to introduce. The 
telephone companies accepted only the first proposal, but as from March, ahead of the reduction 
programmed for November of the following year, and exclusively for users who joined the 
reduction schemes offered by the companies. In practice, only 20 per cent of users benefited, at a 
cost to the companies of US$39 million, as opposed to the US$138 million calculated initially when 
application was going to be general. 

17 The deregulation text was to be finalized before the President of Argentina visited the US, in June 
2000, so that he could distribute it and promote investments from there. But at that time all that 
could be achieved was what was officially called a “preliminary decree” ratifying the intention to 
deregulate and fixing a period of thirty days to move onto the final text. In an annex, the decree 
included resolutions by the Secretaría de Comunicaciones on the regulations for deregulation. But 
Infraestructura did not authorize the official publication of such annexes, claiming that there were 
procedural problems and incompatibility with the previous rules. With this, it took into account the 
argument of the two telephone companies, which considered that some of the promotions and 
investment protection agreements had been broken and that there had been a breach of the contracts 
signed with the State. 
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For Telefónica and Telecom, the difference in treatment could also be seen in other 
aspects: the new companies were free to enter all the market segments, they were not 
obliged to work in areas of lower profitability and no investment targets were set for them, 
whilst the two licensee companies remained bound by the obligations laid down during the 
period prior to liberalization and had to reduce interconnection costs. The two companies 
also recalled that they had invested US$8,500 million and paid US$5,600 million in taxes 
during the exclusivity period. 

During the debate, the Sindicatura General de la Nación (SIGEN) and the Comisión 
Parlamentaria  expressed very demanding opinions as regards the original form of the 
government project. Generally speaking, both bodies requested greater control over 
investments, the inclusion of efficiency criteria so that any reduction in costs was passed 
on in rates, the introduction of measures for the constant updating and verification of the 
degree of expansion as regards density and levels of services, so as to ensure universal 
access, more precise determination of the powers of the implementing authority and the 
control authority in the management of this mechanism, precautions to ensure that the 
flexibility of the licences system was constantly maintained, etc. 

The final Decree maintained, as its central argument that in this new stage the 
indivisible role of the State was to regulate so as to ensure competition but to base itself, in 
so doing, on the rights of users. It departed significantly from the previous licensing 
regulation, which laid down requirements which entailed substantial obstacles for the 
incoming operators and provisions which contradicted legal precedents as they caused 
serious distortions and conditioned the framework for free competition.  

The main decisions in the Decree related to the following points: 

§ As far as licences were concerned, the European Union's model was adopted as 
regards the granting of two types of licences: individual licences for services and 
general licences, instead of individual ones. The licence promoted then had no time 
limit and was a single licence in that it served for the provision of all types of services 
(fixed or mobile, wired or wireless, national – covering the whole territory – or 
international, with or without own infrastructure). 

§ As regards interconnection, it sought to prevent behaviour on the part of the service 
providers which could distort competition, the abuse of dominant positions and the 
erection of barriers to entry. To determine the reference rates, the text took into 
account a family shopping basket in other countries, with cost-oriented rates, for 
which an accountancy system was established which included a breakdown into all 
the different components. 

§ As for the universal service, it was decided to maintain the original concept to the 
effect that the state of development of the country's networks and services made it 
inadvisable to extend it to include other services which had already begun to be 
incorporated in international experience. As a way of ensuring the universality of the 
service, the Fondo Fiduciario was set up, financed by 1 per cent of total revenue, 
with providers having a low tele -density (15 per cent or less) being exempt from this 
contribution. 

1.3.2. Persistent barriers to access 

Finally, it should be pointed out by way of a summary that whilst the new stage in 
telephone deregulation which began at the end of 2000 brought with it the inclusion of new 
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companies – mostly foreign18 – in the strict sense of the term, in the telecommunications 
sector in Argentina the market continues to be dominated by the licensee companies. 

In fact, the market structure that took shape on the basis of the regulatory framework 
that emerged from the privatisation of ENTel tended to condition substantially the future 
possibility of introducing competition on the market. Indeed, this regula tory framework, 
which contains a number of “inconsistencies”, along with different international 
experiences and recommendations, clearly favoured Telecom Argentina and Telefónica de 
Argentina in that it offered them the possibility of building up and consolidating their 
dominant positions on the expanding telecommunications market. This allowed these 
companies to integrate their activities both vertically and horizontally as they positioned 
themselves, not only in the provision of the basic service at local level but also in the 
segment of long-distance national and international calls, in the field of cellphones and 
PCS and in other telecommunications services such as data transmission, etc. (Schorr, 
2001). 

More specifically, following the readjustment in rates, with the rates for intercity and 
international calls becoming cheaper and local calls more expensive, in the case of 
Argentina a relative charge structure developed which, apart from its regressive socio-
economic implications, offered the licensee companies the opportunity to position 
themselves strategically before the future opening-up of the market to competition, which 
initially, as demonstrated by recent experiences, would only took place in the long-distance 
sector. That is to say that the readjustment of rates presupposed greater barriers to access to 
the long-distance segment, the least captive part of the market (Forcinito, 2001). 

The foregoing can be clearly seen in the tables below. In table 1.3.1, the holding 
company Telecom Italia -France Telecom is analyzed and in 1.3.2 the holding company 
Telefónica Internacional (taken from Shorr, 2001). 

Table 1.3.1. Holding Company Telecom Italia – France Telecom1 

Structural position in the domestic telecommunications market 

Service provided  Main companies in the 
holding  company up  
to 1997 

 Main companies 
incorporated into the 
holding company  
as from 1997 

 Current relationship 
with the holding 
company  
(end of 1999) 

Basic telephone service  Telecom Argentina S.A.    Controlled 

International calls  Telintar S.A. 2   
Telecom Internacional S.A. 

 Dissolved 
Controlled 

Data transmission  Startel S.A. 3   
Telecom Soluciones S.A. 
Microsistemas S.A. 
Arnet S.A. 

 Dissolved 
Controlled 
Controlled 
Taken over by  
Telecom Soluciones 

Mobile telephones  Miniphone S.A. 4 
Telecom Personal S.A. 5 

   Dissolved 
Controlled 

Satellite communications  Nahuelsat S.A.    Associated 

 

18 Among others: ATyT Latin America, Comsat, Diveo Latinoamerica (of Diveo Broadband 
Networks and Goldman Sachs Capital Partners), Global Crossing, Impsat, Iplan Networks, 
Metrored (of Fidelity Investments), Silica Networks (joint venture comprising the National Grid of 
the United Kingdom, Williams Communications of the US and Manquehue Net of Chile) and 
Techtel. 



 

16  H:/Research/Argentina/ Working Paper No 90 – Argentina.doc 

Structural position in the domestic telecommunications market 

Service provided  Main companies in the 
holding  company up  
to 1997 

 Main companies 
incorporated into the 
holding company  
as from 1997 

 Current relationship 
with the holding 
company  
(end of 1999) 

Cable television  —  —  — 

Open television  —  —  — 

Radio broadcasting  —  —  — 

Programme production 6  —  —  — 

Others7  Radiollamada S.A. 8 
Publicom S.A. 9 

  
 
Multibrand S.A. 
Sky Argentina SCA 10 

 Associated 
Controlled 
Associated 
Associated 

1 The only companies included on this list are those belonging to the holding company that are connected with the Argentinian 
telecommunications market. In this way, some investment companies have been excluded. Likewise, no account has been taken 
of the internationalization strategy developed in recent times by both Telecom Italia and France Telecom.  It should be pointed out 
in this respect that one of the companies controlled by Telecom Argentina SA, Telecom Personal SA, has acquired a majority 
holding in Cable Insignia, a firm providing the personal communications service in Paraguay. Similarly, in that country Telecom 
Argentina SA has linked up with the ABC group to operate the mobile telephone service through the firm Núcleo SA. In addition, 
Telecom Italia successfully tendered for provision of the basic telephone service in the Centre-South region of Brazil (through Tele 
Centro Sul) and two cellphone areas (Tele Celular Sul and Tele Nordeste Celular) in the privatisation of the State-controlled 
company Telebrás. 2 Telintar SA has been split up and its assets acquired in equal parts by Telefónica de Argentina SA (through 
Telefónica Larga Distancia Argentina SA) and Telecom Internacional SA.  3 Startel SA has been split up and its assets acquired in 
equal parts by Telefónica de Argentina SA (through Advance Telecomunicaciones SA) and Telecom Soluciones SA. 4 Miniphone 
SA has been split up and its assets acquired in equal parts by Telefónica de Argentina SA (through Telefónica Comunicaciones 
Personales Unifón SA) and Telecom Personal SA. 5Through Telecom Personal SA, the holding company is to provide the 
personal communications service (PCS) both in the Metropolitan Area of Buenos Aires and in the interior of the country. 6 Whilst 
the conglomerate does not have a holding in the capital of associated programme production companies, it should be pointed out 
that many of the firms connected with data transmission in which it does have a holding (especially those connected with the 
provision of Internet access) are also involved in data and/or information production.  7 The holding company also provides a 
system of mobile communications called trunking, via Miniphone Trunking. 8 Radiollamada SA is a company providing the radio-
messaging service, in which Telecom Argentina SA has a holding of 50 per cent of the equity. At the time of completing this 
report, the firm had been sold to two domestic companies (Stop Car and Radio Llamada San Juan). 9 Publicom SA, in which 
Telecom Argentina SA holds 100 per cent of the equity, is a company involved in the publication and distribution of telephone 
directories. 10 The company Publicom SA (controlled by Telecom Argentina SA) has sold off its holding (of 49 per cent) in Sky 
Argentina SCA.  
Source: FLACSO Economics and Technology Section.  

Table 1.3.2. Holding Company CEI Citicorp Holdings – Telefónica Internacional1 

Structural position in the domestic telecommunications market 

Service provided  Main companies in the 
holding company up to 
1997 

 Main companies incorporated 
into the holding company as 
from 1997 

 Current relationship 
with the holding 
company (end of 1999) 

Basic telephone 
service 

 Telefónica de Argentina 
S.A. 

   Controlled 

International calls of 
Argentina SA 

 Telintar S.A. 2   
Telefónica Larga Distancia 

 Dissolved 
Controlled 

Data transmission  Startel S.A. 3 
Telefónica Servicios 
Globales S.A. 4 

  
 
Advance Telecomunicaciones 
S.A. 
Compuserve Argentina S.A. 
Overnet S.A. 
Fibertel – TCI S.A. 
Aki S.A. 
Satlink S.A. 

 Dissolved 
Change of name 
Controlled 
 
Taken over by Advance 
Controlled 
Controlled 
Taken over by Advance 
Taken over by Advance 
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Structural position in the domestic telecommunications market 

Service provided  Main companies in the 
holding company up to 
1997 

 Main companies incorporated 
into the holding company as 
from 1997 

 Current relationship 
with the holding 
company (end of 1999) 

Mobile telephone  Miniphone S.A. 5 
Telefónica Comunicaciones 
Personales Unifon S.A. 6 

   Dissolved  
Controlled 
 

Satellite 
communications  

 Organización Internacional 
de Telecomunicaciones por 
Satélite INTELSAT  

   Associated 
 

Cable television  Multicanal S.A.   
Cablevisión S.A. 7 
Fintelco S.A. – Vídeo 
Cable Comunicación 
Mandeville 
Partners Argentina 

 Sold between 1997 y 1998 
Controlled 
Taken over by Cablevisión 
 
Taken over by Cablevisión 

Open television8    Telearte S.A. – Canal 9 
Telefé S.A. – Canal 11 

 Associated 
Controlled 

Radio broadcasting    Radio La Red 
Radio Continental 

 Associated 
Controlled 

Programme 
Production9 

   Atlántida Comunicaciones – 
AtCo S.A. 
Torneos y Competencias S.A. 
Productora Gala 

 Controlled 
 
Associated 
Associated 

Other  Radiollamada S.A. 10 
Telinver S.A. 11 
Telecomunicaciones y 
Sistemas S.A. 12 
 
 
Telecomunicaciones S.A. 
Radio Móvil Digital S.A. 

  
 
 
 
Call Center S.A. 
Argentina Wireless 
 
 
Radio Servicios S.A. 

 Associated 
Controlled 
Controlled 
 
Controlled 
 
Controlled 
Controlled 
Controlled 

1 The only companies included on this list are those belonging to the holding company that are connected with the Argentinian 
telecommunications market. In this way, some investment companies have been excluded, along with companies linked with the 
industrial sector and the provision of other services in which CEI is involved. 2 Telintar SA has been split up and its assets 
acquired in equal parts by Telecom Argentina SA (through Telecom Internacional SA) and Telefónica Larga Distancia Argentina 
SA.  3 Startel SA has been split up and its assets acquired in equal parts by Telecom Argentina SA (through Telecom Soluciones 
SA) and Advance Telecomunicaciones SA. 4  With the splitting-up of Telintar SA, the company changed its name to Telefónica 
Larga Distancia de Argentina SA. 5 Miniphone has been split up and its assets acquired in equal parts by Telecom Argentina SA 
(through Telecom Personal SA) and Telefónica Comunicaciones Personales Unifón SA. 6 Through Telefónica Comunicaciones 
Personales Unifón SA, the holding company is to provide the personal communications service (PCS) both in the Metropolitan 
Area of Buenos Aires an in the interior of the country. 7 Through Cablevisión SA, the holding company has a holding in numerous 
small and medium-sized cable television companies, basically in the interior of the country. Likewise, Cablevisión SA has acquired 
half the assets of Fintelco SA (video cable communications), whilst the remaining 50 per cent has been acquired by Multicanal SA 
of the Agea/Clarín group. 8 Through its holding in Atlántida Comunicaciones-Atco SA, the holding company owns part of many 
open television channels in the interior of the country.  9 Apart from the conglomerate's holdings in numerous companies involved 
in programme production, it should also be pointed out that many firms involved in data transmission in which it has a holding 
(especially those connected with the provision of Internet access) are also involved in programme production.  10 Radiollamada SA 
is a company providing the radio-messaging service in which Telefónica de Argentina SA holds 50 per cent of the equity. At the 
time of completing this report, the firm had been sold to two domestic companies (Stop Car and Radio Llamada San Juan). 11 
Telinver publishes and distributes telephone directories. 12 Telecomunicaciones y Sistemas SA is a company involved in 
assessment and implementation of telecommunications systems. 
Source: FLACSO Economics and Technology Section  
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As can be seen in the tables above, new companies were created providing new 
products and services, which as far as the shareholder structure is concerned are controlled 
by or linked to the licensee companies. In this way, privatisation of the State-controlled 
company ENTel has given rise to a new decentralised structure from the  point of view 
of both the production and the provision of services. Table 1.3.3 clearly shows the new 
sectoral structure, since, apart from companies linked to or controlled by Telefónica and 
Telecom, it also includes subcontracting companies and service provider companies.  

Table 1.3.3. Proliferation of companies in the Argentinian telephone sector  

  Before  Now 

1. Basic telephone services (SBT)  ENTEL  Urban and intercity: 
 Telefónica  
 Telecom  
International: 
 Telintar (Telefónica y Telecom) 
 Call Back (numerous US companies)  

2. Mobile telephones and other 
alternative networks  

   Mobile telephone: 
CTI (GTE-ATyT)  
 Personal (Telecom)  
 Movicom (Bell South) 
 Unifón (Telefónica) 
Radiollamada (Telefónica y Telecom) 
Skytel, etc. 
CATV (Televisión por cable): 
– Modem Cable service providers 

3. New services  —  Only Telefónica and Telecom.: 
 Information (110, 113 y 121) 
 Management (114 y 112) 
 Hold calls 
 Call divert busy or no reply  
 Three-way conference 
 Detailed Information  
 Automatic answering service  
 Automatic wake-up calls 
 Smart services (0-800 free calls, calling 

card) 
Approved companies operating in open 
competition: 
    Audiotext services   
 0600 (information, entertainment, various)  
 0939 (charities) 
 0603 (professional consultancies) 
 0747 (multi-conferences) 
 Public telephone cabins 
 Data transmission services 
 Startel (de Telefónica y Telecom) 
 Arnet (Telecom) 
 Telecom Soluciones (Telecom) 
 Starnet (de Telefónica y Telecom) 
 Satlink 
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  Before  Now 

 Impsat 
 IBM 
 Datamarkets 
 Advance S.A. (Telefónica) 
 Tyssa (Telefónica) 

4. Input and equipment providers   Siemens 
Pecom-NEC 

  Siemens 
 Pecom-NEC 
 Alcatel-Techint 
 Italtel (equipos digitales) 
 Alcatel-Bussiness 
 Ericsson 
 Motorola 
 Hewlett Packard, etc. 

5. Subcontractors   Techint   Techint 
 Telsis 
 Teyma 
 Sintelar, etc. 

Source: Senén González and Walter (produced in 1999). 
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2. Social and labour aspects of the privatisation 
of the telecommunications sector 

To give an idea of the complexity of the economic and regulatory transformations 
described so far, in this chapter we present the social and labour aspects of the privatisation 
process in the telecommunications sector in Argentina. 

As regards the corporate context, the analysis focuses specifically on the dominant 
companies in the sector: the licensees for basic telephone services, Telefónica de Argentina 
SA and Telecom de Argentina SA. Attention is concentrated on a description of the 
development of two dimensions that are considered to be especially relevant: technological 
innovation and human resources policies. An analytical summary is also made of the 
position of companies vis-à-vis the course chosen for privatisation of the 
telecommunications sector on the basis of information obtained through a series of 
interviews conducted especially for the preparation of this report, along with a review by 
CICOMRA, a sectoral chamber of commerce. 

As far as the trade union aspects are concerned, a brief description is given of the 
situation that existed before privatisation of the State-run company, the characteristic s and 
types of trade union organisations operating in the sector and the results of privatisation in 
terms of industrial relations and collective bargaining. This is followed by an indication of 
the changes in working conditions in the sector on the basis of an analysis of some labour 
agreement clauses, together with an analysis of trade union links with other organisations 
of both a regional nature (MERCOSUR) and an international nature. Finally, a review of 
the privatisation process is given from the point of view of the trade unions. 

In the final section of the chapter, some initiatives are examined in the field of joint 
action between private companies and trade unions. 

2.1. Corporate context 

The situation prior to total privatisation of the public service companies in Argentina 
was highlighted by the following indicators: technological backwardness due to the low 
level of investment, low productivity, poor efficiency in the provision of services and 
negative profitability. As far as the telecommunications sector is concerned, ongoing 
technological innovation at world level and the rapid deregulation of the telephone market 
observed in most advanced capitalist countries throughout the 1990s had an impact on the 
considerable growth in the sector as from the start of the privatisation process in Argentina. 
By the year 2000, investments had already reached 4,000 million dollars, twice the annual 
average in the sector over the previous five years. Compared to other countries, there was 
also a strong penetration of segments such as cellular phones and cable TV.1 

 

1  The Comisión Parlamentaria recognized the substantial growth in the number of users and the 
considerable improvement in the quality and efficiency of the service, with constant innovation and 
a sustained trend towards diversification of the services on offer. When the period of the monopoly in 
the provision of services came to an end, a mature public service had been developed as regards 
installation, efficiency in calls, efficiency in operator services, a minimal network breakdown level, a 
minimal average waiting time for installation and practically total digitisation. In 2000, the sector grew 
by only 6 per cent (in the midst of a general recession) but in the new services the dynamics were as 
follows: Internet 46 per cent, software 26 per cent, telemarketing 25 per cent, equipment 19 per cent. 
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2.1.1. Tecnological innovations 

In the case of Argentina, one outstanding feature that accompanied the renovation of 
the traditional telephone infrastructure was the systematic nature2 of the incorporation of 
new technologies after the privatisation of ENTel. The two basic telephone services 
licensees standardised the telephone exchanges through swift widespread digitisation. At 
the time of privatisation, the national average was no more than 13 per cent but, by the end 
of 1999, 100 per cent digitisation had already been achieved, both in the North and in the 
South. Both companies – despite well-known differences in their respective investment 
strategies – agreed on the objective of increasing the number of subscribers as quickly as 
possible in order to maximise earnings during the concession period.3 

Thus, over the period 1991-2000, the level of installation of fixed lines grew 
continuously. Two factors combined to allow this performance level. Firstly, the 
indispensability of the service increased due to the expansion of services and activities 
which require telephone lines as a production input. Secondly, the value of a line in terms 
of the connection cost fell to less than US$200 around 1998. This reduction in price 
pushed up the number of domestic and business users from 3,200,000 in 1991 to 7,300,000 
around the year 2000 (UADE, 2001). 

As regards productivity, which at ENTel fluctuated with predominantly 
electromechanical technology at around 50 lines in service per employee, this increased 
sixfold following digitisation.4 In effect, the increased productivity observed in telephone 
services is demonstrated by the following figures: average productivity per employee rose 
from just over 92 lines in service per employee to some 400 lines in 2000, which 
represents an increase of over 400 per cent. 

The density attained (lines in service per 100 inhabitants) at the end of the 1990s 
was virtually twice that which existed at the time of privatisation, rising from 11.3 (1990) 
to 26 (2001). It is interesting to note in this respect the increase in the numbers of lines in 
service in the provincial districts. In particular, some provinces with a lower telephone 
density had growth rates higher than areas such as the Area Metropolitana de Buenos Aires 
(AMBA). 

 

2 According to Rosenberg (1994), modernisation of the telephone system is “inherently systematic” 
since it is not worth changing one part of the system if none of the rest, with which it is 
interconnected, is modified as well. For example: there would be no point in digitising if the 
connection between exchanges is insufficient and bottlenecks are formed. Consequently, digitisation 
must be accompanied by interconnection of exchanges through optical fiber cables. Similarly, there 
would be no point in any of this if domestic connections are in poor condition. 

3  In fact, the state of obsolescence and deterioration of the network at the time of privatisation 
made a systematic renovation necessary. The average age of the existing switching equipment in the 
Southern area of the country - the Northern area was not much different - was over twenty years and 
25 per cent of this was “step by step” technology, over forty years old. The first annual management 
report produced by Telefónica, in which this information was given, added that “there is an 
alarming deterioration in the state of the external equipment, with approximately 30 per cent of 
pairs unused and 17 per cent beyond their useful life”. Telefónica de Argentina. “Informe anual de 
gestión” (Nov. 1990 - Nov. 1991). 

4  According to a report published by Rada (1989), the electromechanical system required a staffing 
level of around 15-20 employees per 1,000 lines , whilst the digital system only requires between 
four and five employees , i.e., four times fewer personnel. 
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This substantial increase in productivity created profits for the companies. Some 
studies have revealed that generally the profit ratios of the privatised public service 
companies are four times higher than those of the other 500 largest companies. In 1998, it 
was 16 per cent compared to just over 6 per cent. In terms of the total profit volume of 
foreign companies, the privatised services accounted for 64 per cent (US$12,000 out of 
US$20,000 million), in a trend that has been rising since the beginning of the decade when 
they represented 12 per cent. The privatised companies are also the foreign companies 
which transfer most profits abroad (80 per cent versus 63 per cent for the rest, US$1,600 
million out of a total of US$2,600 million a year) (cf. Basualdo, op. cit.). In particular, the 
profit ratio of the telephone companies in Argentina is more than 15 per cent on sales, 
three times the average for the ten largest telephone companies in the world (just over 5 
per cent), exceeding even the profits earned in their countries of origin (between 4 per cent 
and 8 per cent) (Abeles et al, 2001). 

In addition, the privatised companies also benefited from the reduction in employers' 
contributions, the abolition of the tax on bank debits, the derogation from payment of 
stamp tax on contracts and financial operations in Buenos Aires, the reduction in the rate 
of tax on assets, exemption from customs duties on imports of capital goods and the 
gradual removal of the tax on gross revenue. According to the concept of tax neutrality 
included in the sectoral regulatory frameworks, any increase or reduction in tax charges for 
the companies had to be passed on to the consumer. In practice, these reductions or 
abolitions were not passed on and when they were they only applied to non-domestic users. 

2.1.2. Human resources policies  

Staff levels 

The process of privatising the Argentinian State-controlled companies was preceded 
by a substantial reduction in the numbers of staff. In some cases, this policy was 
implemented after the companies passed into private hands and was achieved through 
massive voluntary redundancy schemes with large sums by way of compensation. It should 
be pointed out, however, that according to a follow-up analysis of workers who had left the 
telephone companies, based on personal surveys (quoted by Soifer and Tomada, 2000), a 
good many of these workers departed under pressure. For this, the companies resorted to 
substantial credit from international bodies and used companies specializing in 
outplacement to define the operating criteria and methods. 

In the specific case of ENTel, during the periods immediately prior and subsequent to 
privatisation, there was a sharp fall in the number of personnel. In the period just before 
privatisation (1988), the number of staff fell by 6,000 (down to 41,000) and in the two 
years that followed (1990), another 6,000 jobs were lost (bringing the number down to 
35,000). In subsequent years, the number fell even further, with the two licensee 
companies having shed around 20,000 jobs by the year 2000, as can be seen in the 
following table. 
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Table 2.1.2.  Number of staff and the privatisation process in the telecommunications sector  

 Until 1988 Before privatisation 
(1988)

Initial number of 
personnel (1990)

Present number 
of personnel (2000) 

Number of employees 47,000 41,000 35,000 20,100 

Reduction in personnel  
(compared to initial 47,000) 

!6,000 !12,000 !27,000 

Reduction in personnel in % 12,75 25 60 1 

1 This percentage does not take into account the number of staff absorbed by the new companies. 

Sources: 1988 data: Sindicatura General de Empresas Públicas (SIGEP), “Annual Management Report 1988” of the Empresa 
Nacional de Telecomunicaciones (ENTel). 1990-2000 data: “Memorias y Balances de Septiembre de 1990 al 2000” of both 
companies, Telecom and Telefónica de Argentina.  

In spite of this reduction in personnel, it must be acknowledged that some of the 
workers were reabsorbed by companies controlled by, or linked to, the licensees and by 
other companies in the sector. Furthermore, according to the Secretaría de 
Comunicaciones, the record investment in 2000 (US$4,200 million) had an additional 
impact on job creation accounting for 4,600 more jobs. It must be underlined in this respect 
that the above-mentioned analysis of workers taking voluntary redundancy concludes that 
a considerable proportion remained unemployed and unable to find other jobs in keeping 
with their original wages and skills. 

In this connection, it is necessary to consider the parallel trend in employment in the 
private sector since with a deregulation policy having the effect of transferring business 
from public companies to private companies, it is very likely that this shift also occurs in 
employment, in so far as private companies required trained personnel from the sector, and 
this was just what was provided by a career in the monopolistic State company. More 
generally, it has to be borne in mind that both sectors grew not only due to the increase in 
their traditional business activities (such as fixed telephones) but also because of the new 
activities that they started, which by definition created new jobs. 

Staff reduction policies  

In the case of Argentina, two stages can be identified as regards the staff reduction 
policy implemented by the licensee companies. In the first stage, when there were 
voluntary redundancies, a large number of workers opted to leave, along with others taking 
early retirement, and in the second stage, when the “voluntary redundancy” was much 
more coercive in nature – despite the euphemism of the term – for some workers it was a 
form of covert dismissal. In the first wave, about 15,000 workers were directly affected. 
The second stage involved an "inducement" dynamics, which consisted in certain 
employees being selected for "voluntary redundancy", which ended in the worker leaving, 
in spite of the purely formal nature of the term "voluntary". This second stage can also be 
likened to a system of selecting certain profiles not required by the new company. 

In practice, from the company's point of view, these staff reduction policies are called 
severance plans and are of three kinds (see box 2.1.2), according to statements by the 
Human Resources Manager of Telefónica de Argentina at the 1st Congreso Nacional de 
Relaciones Laborales (Labour Relations Congress) held in Buenos Aires in November 
2001. 
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Box 2.1.2 

Severance plans 

50-50 voluntary redundancy 
plan for personnel covered by the 
agreement: 

§ One-off cash payment (legal 
compensation). 

§ 50 monthly payments of 50 
per cent of the gross wage 
(basic plus seniority). 

§ 50 months' benevolent fund 
and life insurance cover. 

Early retirement plan for 
personnel under the agreement: 
affects women as from the age of 
50 and men as from the age of 55: 

§ Payment of a cash sum equivalent 
to 3 or 4 monthly wages according 
to seniority. 

§ Payment of a monthly sum until 
retirement. 

§ Retirement pension contributions 
on the real wage. 

§ Contribution to the compensation 
fund until retirement. 

Plan for personnel outside 
the agreement: 

§ One-off cash payment (legal 
compensation) but with bonus 
for seniority plus children 
under 18. 

§ Benevolent fund payments for 
9 months. 

§ Occupational reintegration 
and outplacement. 

Changes in job profiles  

The job structure for the personnel of a telephone company changes according to the 
technological features of the equipment installed. For example, the introduction of 
electronic switching equipment does away with the monitoring and verification tasks 
carried out by telephone operators and administrative staff. There was a change in job 
structure prior to the privatisation of ENTel. The number of officials, technicians and 
supervisors rose from 21.5 per cent of total staff in 1976 to 30 per cent in 1988, whilst the 
number of telephone operators fell from 26 per cent to 20 per cent over the same period. 
The percentage of manual workers and overseers remained unchanged (approximately 36 
per cent), as did that of administrative staff (13 per cent). 

After privatisation, the new company management stepped up the introduction of 
computerised technology. According to information appearing on the balance sheets of the 
licensee companies, it is possible to identify, on the one hand, jobs which were lost 
through the introduction of new technology (due to digitisation of the exchanges), such as 
those in manual long-distance services, and, on the other hand, jobs that disappeared due to 
subcontracting and outsourcing, such as those in general services. 

In order to characterize the overall job profile it is necessary to take account of 
general classification variables which reflect the new requirements of the licensee 
companies in terms of age and level of education. 

As far as the age  of the personnel is concerned, it is a question of a young profile of 
no more than 40 years, largely due to the redundancies that occurred and the influx of 
younger people. In this way, there has been a substantial reduction in the average age that 
historically was typical of public companies. As a result of the fall in the average age, the 
seniority of the staff has also been lowered, as can be seen in the table below. 

Table 2.1.3. Changes in the personnel profile: age and seniority 

 Before privatisation Now (2001) 

Age  42 years 39 years 

Seniority   20 years 14 years 

If we look at the level of education of the personnel, there has clearly been an 
increase in formal education requirements, generally demanding upper secondary 
education for administrative jobs and for operatives. 
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In management and technical jobs, there is a trend towards professionalisation of the 
personnel. The professions most in demand are engineering in general and economics 
(Degrees in Economics, Personnel Management or Accountancy).  

The table below illustrates this trend. 

Table 2.1.4. Percentage of professionals in the staff of Telecom de Argentina  

Level of education  1990 2001

Primary or incomplete 57% 12% 

Secondary  29% 41% 

Technical 10% 5% 

University  6% 42% 

Income, promotion and training policies 

Income policies 

For new personnel, both companies use a contract system in keeping with that laid 
down by the Employment Act (24.013), which introduced flexibility as regards the types of 
employment contracts. In effect, this law envisages contractual forms not provided for in 
the previous legislation, including fixed-term contracts called de práctica laboral” (job 
experience contracts) and de trabajo formación (employment-training contracts), which 
are settled by smaller amounts of compensation in the event of dismissal and under which 
employers are also exempt from payment of social security charges (such as contributions 
towards pensions or the benevolent fund). 

In this connection, the system most used by the companies for recruiting personnel is 
pasantías (student trainee), through agreements (governed by Decree 340/92 of the 
Ministerio de Educación de la Nación) with public and private Universities and Technical 
Colleges. These pasantía contracts provide the first work experience in the companies for 
six months and no legal link is established between the trainee and the company, so that 
the companies are exempt from the payment of social security charges (benevolent fund, 
pension contributions, severance pay, etc.). These agreements also allow a high turnover 
level and do not include any relations with trade unions. The Decree on pasantías does not 
stipulate that the activities must be paid, but on the other hand it does state that the trainees 
are to receive an incentive allowance covering travel and other expenses.  Although 
according to the Decree these pasantía agreements are not renewable, in practice many of 
them have been renewed for years, keeping the trainee workers concerned in a situation not 
offering them the best possible working conditions and benefiting the companies. 

Promotion 

Both companies (Telefónica de Argentina SA and Telecom de Argentina SA), have 
established machinery for filling job vacancies with FOETRA (which represents basic 
personnel) whereby staff are promoted to a higher category through the system of notices 
of vacancies, competitions and selection of applicants. However, employees not covered 
by the agreement can also take part in this system if they do not have management 
positions. 

In the case of Telefónica, the vacancies are made known through notice boards and a 
monthly newsletter which is sent to employees' homes, indicating the basic knowledge that 
the applicant must have (e.g. in maths, electricity and electronics), for which the company 
offers back-up courses. Most of these courses are provided at official secondary education 
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centres or university centres through agreements with the national or provincial Education 
Ministries. Some of them are given at the company itself (e.g. courses in administration 
covering writing, spelling, use of a PC, etc.). As explained later on, the trade union also 
helps in preparations for these examinations by providing back-up courses. For its part, 
Telecom also conducts “internal searches” by different means such as notices, publication 
in newsletters, etc., which facilitate and promote internal staff mobility. This project is 
called “mobility”, as referred to at the above-mentioned Labour Relations Congress (see 
above, section on severance plans). 

Training 

The provision of courses is flexible at both licensee companies as these evolve in 
accordance with the readjustment of programmes related to the introduction of new 
technologies and the intention of both companies to encourage personnel to accept new 
values (particularly those connected with productivity and quality of service). 

Consequently, both licensee companies invest significant amounts in training, as 
regards both the development of infrastructures and the annual number of hours that each 
employee devotes to training. For instance, Telecom invested around five million dollars in 
1993 in the construction of a training center, created a “mobile classroom” to be moved 
round branches in the interior of the country and printed training manuals for all personnel 
in both technical and administrative fields. For its part, Telefónica installed its training 
facilities in a building of 25,000 m2, where training is given to the company's operative, 
technical and management staff. 

Both companies use new educational techniques involving active participation in the 
learning process, a combination of course attendance and other methods such as remote 
training (Telefónica provides a basic course in telephony through computer-assisted 
instruction), thus catering for the geographical distribution of its personnel, and systems of 
“tutors” or “sponsors” to guide the training process, with regular assessments, and the 
development of computerised remote training programmes, like the one at Telecom which 
comprises a training system with the help of local supervisors and allows staff access to the 
same contents whatever their geographical location. 

Training programmes provided by the licensee companies 

A good proportion of the training programmes of the licensee companies are 
developed through training agreements with the official educational system, both public 
and private, with the trade unions and with other companies. These programmes offer a 
broad range of training – training courses, work experience schemes, postgraduate courses, 
etc. – which tend to cover all the organisation's personnel. 

The analysis of the training programmes given in the table below shows that they 
exist at all levels and, at the same time, the objectives and the institutions involved are 
differentiated for the training of different categories. 

Table 2.1.5. Training objectives per hierarchical level   

 Objective Institutions involved 

Management Management development Consultancies; universities 

Professional Postgraduate expertise Public and private technological universities 

Technical Recruitment through student  
trainee system 

Technological universities, secondary and 
further education technical colleges 

Operative Job conversion 
Notification of vacancies 

Trade unions with the support of special 
national programmes 
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2.1.3. Overview of the corporate dimensions  
of privatisation 

As far as the companies themselves are concerned, broadly speaking two main stages 
can be identified. The first began with the privatisations in 1990 and lasted until the year 
2000. The second began at the end of 2000 and takes us up to the present day. 

During the first stage, the basic service licences and intercity and international 
licences were granted on an exclusive basis to the consortia formed by Telefónica of Spain 
and Telecom of France along with Stet of Italy. These conditions made it possible to find 
large sums for investments, which is why this stage must be regarded as very favourable 
for companies. 

Alongside this process, during the 1990s the telecommunications sector entered a new 
period of radical structural transformation. Consequently, the map of the sector changed 
substantially with the incorporation of a good many of the companies that make it up 
today. This renovated structure is a result of three converging processes: privatisation of 
the basic telephone service, deregulation of the equipment market and extensive and 
continuous technological innovation in the telecommunications field. 

During this first stage, 1997 must be regarded as the start of a transitional period 
lasting until the end of 2000, during which, firstly, the government extended the period of 
exclusivity for the basic telephone services for a further three years and, secondly, the 
process of deregulation and opening-up to competition began – although it was restricted 
to the international and intercity long-distance market.5 A restriction partly due to the fact 
that that there are four companies competing in this market segment: the two licensee 
companies, MOVICOM (Bell South) and CTI (GTE). 

The second stage, on the other hand, involved the total opening-up of the market and 
the arrival of new foreign operators vying for shares of the basic telephone service market6. 
This second stage began in a completely different context from that ten years earlier. In 
particular, around the world there is a gradual recession in the telecommunications 
industry, together with an incipient world economic recession. If this situation moves to 
Argentina, which is already going through a long-term recession with no prospect of any 
immediate change, with negative consequences for the level of business activity, then 
circumstances become even worse. In this context, the companies are short of money to 
invest. 

Against this new economic background, the position in which companies find 
themselves makes the view of the regulatory framework particularly pessimistic. A 
substantially different view would have emerged within the framework of a growing 
economy. 

For instance, the Chamber of Information Technology and Telecom of the Argentine 
Republic (CICOMRA), which brings together industrial and commercial companies and 
service providers in the country's computer and communications sector, had the following 
to say about the regulation of the sector: 

 

5 Rural telephone services and everything referred to as a value-added service: Internet, 0-600, call-
center, fax, payphones, etc., were penetrating the market more and more with open comp etition. 

6 Although Telefónica and Telecom continue, some of the companies newly entering the market are 
offering basic telephone services, especially in the interior of the country, but so far the market 
share that they have been able to win is very small.   
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The current Licensing System model has more of a quantitative than a qualitative 
objective. Indiscriminate opening up of the market, with no obligations as regards 
investments, added value or quality, will lead to a deterioration of services and fewer 
opportunities for consumers. Future consumers will be the most affected. 

 Extreme care must be taken to preserve the quality of the network. The applications 
conditioning the modernity of the country, such as home working, e-government and the 
Internet, are not neutral as far as the quality of the service providers and the networks are 
concerned. 

 An opening-up process thought out in terms of abstract ideologies will bring a 
reduction in prices in the short term but without any possibility of this being sustained in the 
long run. Companies in the country with a higher level of obligations, those with large labour 
forces and substantial investments, will be the most affected. 

 The regulatory framework must protect consumers and, at the same time, encourage 
intelligent competition and promote genuine investment and job creation, thus generating 
growth in this vital sector7. 

To sum up, whilst the Regulation indicates that the dominant companies are obliged 
to provide companies joining the market with interconnection (facilitate the use of 
networks already installed), there are aspects which are challenged by the companies. 
Similarly, it is being demanded that greater obligations be laid down for new companies 
such as a requirement to make substantial investments and acceptance of the obligation to 
improve levels of quality and permanence. 

2.2. Trade union aspects  

An important factor in the context of a trade union movement faced with the 
privatisation of public companies is the legal limitation of the constitutional right to strike 
imposed by Decree 2184/90 issued by the Executive. This Decree puts forward the 
argument of the protection of users and thus places severe limits on the possibilities of 
taking trade union action to oppose or dispute decisions in the field of services which are 
considered essential, covering virtually the whole spectrum of the goods and services 
offered by the former State-controlled companies. 

In fact, as can be seen in the development of major disputes which arose in the early 
days of the privatisations (of the telephone system and the railways), the workers were 
obliged to guarantee minimum manning levels and to fulfil a whole series of additional 
conditions stipulated by this Decree which were approved by the government in order to 
break the resistance of the workers and firmly impose the original plan for structural 
reforms of which the privatisations formed part. For example, the trade union dispute in 
the telephone sector began in August 1990, a few months before the privatisation of the 
State-run company ENTel was to take place and turned into an indefinite strike which 
constituted a political struggle whose main focus, opposition to privatisation, also extended 
to challenging the macroeconomic reforms in progress. The government's response 
culminated in the mass dismissal of delegates and personnel, totalling over 400 workers. 

For its part, at the beginning of the privatisation process the General Confederation of 
Labour (CGT) “... obtained the concession of being able to maintain the trade union 
structure and social activities of workers in the privatised companies...” (Senén González, 
C. 2000), whilst the discussion on privatisations remained in the hands of the respective 

 

7 Interview with the Executive Director of the Chamber of Information Technology and Telecom of 
the Argentine Republic (CICOMRA) on 14 December 2001. 
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trade unions in each sector. Furthermore, the system provided for the institutionalisation of 
workers' holdings in the capital of the companies through the Shared Ownership systems 
and the inclusion of a staff representative on the Boards of the new companies. 

2.2.1. Characteristics and types of trade union organisations   

In the telecommunications sector there are four trade union organisations bringing 
together various categories of employees: FOEESITRA (Federación de Obreros, 
Empleados y Especialistas del Servicio y la Industria de las Telecommunications de la 
República Argentina),8 which represents basic or operative personnel; UPJET (Unión de 
Personal Jerárquico de ENTel), for personnel higher in the hierarchy, FOPSTTA, for 
supervisors and technicians, and CEPETEL (Centro de Profesionales Universitarios de las 
Empresas de Telecommunications). 

The first of these, FOEESITRA, is the oldest trade union organisation, created in 
1928 with the original name of Federación de Obreros y Empleados Telefónicos (FOET). 
UPJET and CEPETEL were formed in 1958 and FOPSTTA more recently in 1962. 

As regards FOEESITRA, since its creation it has been made up of 30 member trade 
unions, including the Sindicato Buenos Aires, which has always been the largest in terms 
of the number of members. 

Associated organisations 

Apart from the above-mentioned organisations, there are others connected with the 
telecommunications sector through unionisation strategies aimed at expanding into 
different occupations in this sector on the basis of specific occupations which can also 
exist in the branch: 

§ the Sindicato de Choferes de Camiones de la R. Argentina, which covers the OCA 
workers; 

§ the Federación Argentina de Empleados de Comercio y Servicios (FAECYS), whose 
members are employees of cellular phone companies and workers in public telephone 
cabins, among others. 

There is also a very particular case, that of the Unión de Trabajadores Desocupados 
(UTD), affiliated to the second confederation, the General Confederation of Argentine 
Workers (CTA), which, at least temporarily, covers workers who, as part of its trade union 
action, are taking courses financed by the telephone companies and are therefore potential 
members of the corresponding trade union organisation. 

Other organisations in the communications sector 

The telecommunications sector is part of a major complex, referred to as 
communications. This is particularly interesting from the trade union organisation point of 
view, because since 1990 there has been an inter-union structure adopting this sectoral 

 

8 FOEESITRA is the present name (following a statutory amendment in 1997) of the Federación de 
Obreros y Empleados Telefónicos de la República Argentina (FOETRA), created in 1928, although 
organisationally it had started out some ten years earlier. The old name is maintained for first-level 
entities such as that in Buenos Aires. In this report we also use this name when referring to all 
activities prior to 1997. 
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perspective as the starting point for defining collective strategies. Such is the case with the 
Trade Union Confederation of Mass Media Workers (COSITMECOS), created in 1990 
and currently incorporating the Asociación Argentina de Trabajadores de las 
Comunicaciones (AATRAC), the Sindicato Argentino de Televisión (SAT), the 
Federación de Trabajadores de Prensa (FATPREN), the Sindicato Argentino de Músicos 
(SADEM), the Asociación Argentina de Actores (AAA), the Sindicato Único de 
Publicidad (SUP), the Sindicato de la Industria Cinematográfica (SICA), the Sindicato 
Único de Trabajadores de los Espectáculos Públicos (SUTEP), the Sociedad Argentina de 
Locutores (SAL), the Federación Argentina de Trabajadores de Imprenta y Diarios 
(FATIDA), and the Unión de Autores y Compositores (UTSA). 

2.2.2. Collective bargaining in the telecommunications 
sector 

As the first point of interest relating to the trade union context and collective 
bargaining, we should indicate that in the case of Argentina the privatisations gave rise to 
the establishment of companies (generally European) which were used to social dialogue 
and/or a high union membership among personnel and others which imposed hierarchical 
controls on or obstacles to unionisation in particular and collective bargaining in general 
(e.g. Chilean companies). 

In this respect, the privatisation of ENTel meant the final demise of the single trade 
union/single company model and a changeover to another model characterised by the 
appearance of numerous employers' and trade union organisations, giving rise to various 
systems for negotiation, among which we can identify those described in this section. 

In this connection, it is necessary to differentiate between three regulation stages: 

§ the State decisions linked to preparation for the privatisations in 1989-1990 in the 
case of ENTel; 

§ the labour clauses agreed with the trade union organisations in relation to 
privatisation that had already been completed: agreement reached between the new 
employers of the two telephone companies and FOETRA (Agreement 201-92); 

§ the new round that started in 2000, within the context of the deregulation of the 
telephone sector (with its repercussions on companies providing basic services), 
taking into account the fact that ultimately the regulation did not take account of 
clauses referring to the factor of labour.9 

Individualization of the negotiations 

In the negotiations on the last Collective Labour Agreement (Convenio Colectivo de 
Trabajo, CCT) signed under State control of the companies (CCT No 165/1975), two trade 
union organisations were involved: FOEESITRA and UPJET. This single instrument 

 

9 During the first half of 2001, the labour portfolio involved the social players in the telephone 
sector in a new round of negotiations on their collective agreement, within the framework of new 
legislation passed the previous year. By then, Telecom had already initiated a negotiation process to 
make the agreements more flexible, after having reduced by 10 per cent the management positions. 
The labour variable was also incorporated by the government in the promotion of computer 
companies, with the aim of making Argentina a pole of attraction for investments in high 
technology, following the “Irish model”. For this to be achieved the labour regime was to be 
simplified and the employer's contribution to social security reduced. 
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covered the basic personnel (apprentices, trainees, officials) right up to the Managing 
Director of the company, a total of 50,000 people in all. 

In contrast, following privatisation the licensee companies Telefónica and Telecom, 
along with those operating under joint control, Startel y Telintar, signed four CCTs with 
each of the trade unions in the sector. One of these (CCT No 163/ 91 and CCT 201/92), 
which covered 67 per cent of the workers, signed up with FOEESITRA, another signed up 
with UPJET (6 per cent of staff); the third with FOPSTTA (12 per cent of staff) and the 
fourth with CEPETEL (with very few members). Around 10 per cent of the personnel of 
both companies were “outside any agreement”. For personnel “outside any agreement” it 
was considered that they were covered by the CCT although they opted not to be. 
Consequently, it is important to emphasise that the commitment of the workers towards the 
trade union organisation was also eroded, particularly at supervisor level, as a result of not 
only a unilateral decision by the workers but also the employer's offer of better working 
conditions (fundamentally related to pay) in return for giving up being part of the 
collective agreement. 

In addition to the CCTs, the actas-acuerdo constitute agreements on specific subjects 
between the companies and the trade unions which allow the amendment of particular 
articles of the CCT in force. At present, CCT 201/92 is still in effect, including the partial 
amendments introduced by the actas-acuerdo of 1994 and 1996 concerning technological 
changes, relocations and vacancies and also training and occupational versatility. 

Changes in relations and collective bargaining 

The telephone service known as the basic telephone service is still in the hands of the 
licensee companies, which negotiate with the traditional unions, FOETRA, FOPSTTA, 
UPJET and CEPETEL. 

According to trade union estimates, the telephone collective agreement referred to 
here (CCT 201/92), covered 60 per cent of all the companies' employees since, apart from 
management staff, it also excluded outsourced jobs, trainees (see above, section 2.1.2) and 
other personnel who were not part of the agreement since they joined the company after 
privatisation and were only covered by the law on employment contracts governing 
individual relations. 

Along with the reduction in personnel and company policies aimed at developing 
insecure non-contract jobs, the telephone companies also opted for subcontracting to 
exclusive providers of various services, for installation and maintenance tasks, for the 
extension and development of the service (e.g., construction), for administration of the 
networks and for maintenance and adjustment of computers and other computer 
equipment. In this respect, the new agreement stipulated that outsourcing of work by the 
companies in support of their extension plans should not affect the number of permanent 
staff and should be limited to maintenance tasks, and that the trade union organisations 
were to be informed in advance. 

The proliferation of corporate players led to the appearance of new groups of 
companies (cellular phones, new services) whose activities basically consisted in 
developing and marketing new products and services such as mobile cellular phones, data 
transmission, radio-messaging, information or special numbers (like 0600) and public 
telephone cabins. As these new activities developed, another trade union became involved 
which until then had not been connected with the telecommunications sector, the FAECYS 
(Federación Argentina de Empleados de Comercio y Servicio s), which reduced the scope 
of union representation by the telephone trade unions. 
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Furthermore, the outsourcing of tasks by the new companies also contributes towards 
the increasing complexity and variety of negotiations. In actual fact, a growing number of 
tasks, which used to be carried out by State companies with their own personnel, has 
passed into the hands of new specialised firms. As a result, the workers at the 
subcontracting companies come under the Convenio Colectivo de los Obreros de la 
Construcción, previously unrelated to the companies in the sector. 

Following privatisation and before the growing development of outsourcing policies, 
a fierce dispute broke out between the telephone sector trade union and, in particular, the 
Unión Obrera de la Construcción (UOCRA) on the question of union membership.  

The most visible consequence of this process is that along with the traditional 
negotiation of CCTs, which only covered employees of the telephone companies, UOCRA 
has added to the construction industry a new activity which is designated in the CCT as 
“Telephone Engineering Works“. This CCT is being superimposed in certain areas on the 
FOEESITRA CCT. Such is the case, for instance, with the professional groups 
“Connections”, “Lines and Installation” and “Cables”, among others. 

Changes in basic working conditions based on an analysis  
of some clauses of agreements 

In the collective agreements of 1991 and 1992 (Nos. 163/91 and 201/92) and in the 
actas-acuerdo of 1994 and 1996 signed by the telephone union (FOETRA) and the 
licensee companies (Telecom, Telefónica, Startel and Telintar), various aspects were 
negotiated relating to the ultimate productivity of the companies, including those described 
below. 

Working hours and pay: The agreement introduces modif ications as regards the 
length of the working day. In 1972, the State had fixed special working conditions on the 
basis of the fact that the characteristics of telephone operation tasks cause excessive 
fatigue. Consequently, the personnel were given specia l treatment as far as working hours 
are concerned: day reduced to seven hours, regular breaks, rest and recreation rooms, early 
retirement. In the new stage, the day was increased to 8 hours 15 minutes – except for 
traffic operating personnel – although the parties agreed to analyse the productivity rates in 
order to study the feasibility of modifying the working day. The companies could also 
establish working hours according to organisation of work requirements and due attention 
to the customer. In the case of discontinuous days, an agreement was necessary with the 
worker and the entitlement to compensation. In practice, this adjustment was equivalent to 
an extra month's pay each year, since no productivity assessments were carried out. Later 
on, the possib ility of further reductions was accepted again. 

Job mobility in the organisation of work: A new organisation of work system was 
agreed, through a scheme called "working teams". This organisation replaced the name 
“specialities” which was used at ENTel. The new CCTs established the principle of 
occupational versatility, allowing the company the possibility of assigning the workers to 
different tasks and duties to those which suited them in theory. For this, the occupational 
categories set out or the working teams that were organised did not have to be interpreted 
as being strictly limited to functions according to the definitions given. To apply this 
principle, the condition was laid down that the person concerned was prepared to perform 
other duties, from both the theoretical-practical and the psychophysical points of view. The 
company could not adopt a manifestly arbitrary approach and the worker could lodge a 
complaint if he considered his rights to have been infringed, although he had to carry out 
the new tasks until the case was resolved. 
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Pay structure: In the public companies, the pay structure was based primarily on 
working hours and seniority, with no reference to company productivity. This pay system 
was based solely on individual input, consisting of an agreed basic wage and different 
standardised allowances such as attendance and seniority. With privatisation of the 
companies, this pay structure began to undergo radical transformations, with new criteria 
and parameters being established which led to earnings varying on the basis of the concept 
of productivity, paid every six months (30 per cent of the basic salary plus seniority and a 
bonus of 5-20 per cent according to standards of punctuality, attendance and discipline). 

Technological changes, relocations and vacancies: It is important to underline that 
the constant technological innovation in the sector is a subject of discussion between the 
parties. In this respect, the CCT of 1992 and subsequent agreements included a new article 
stating "... in cases where staff cuts are necessary due to the introduction of technology, 
the companies shall adopt measures to offer the latter any available vacancies, the 
necessary training courses and/or transfer them in so far as the worker is able to perform 
the duties to which he is assigned…". 

Later on, actas-acuerdos signed between companies and trade unions in 1996 
provided for the possibility of transferring workers to subsidiary companies, on a voluntary 
basis and in accordance with the agreement, although without prejudice to the signing of 
new agreements covering the particular characteristics of the new activity. In particular, in 
1997 it was agreed that developments in the field of communications and the deregulation 
of the market called for new guidelines for industrial relations. The agreement included the 
objective that when deregulation was introduced the companies should gradually attain the 
average productivity standards of similar international operators, estimating that with 
optimisation of the different variables the figure of approximately 400 or more lines per 
employee could be achieved.  In this connection, the workers agreed that faced with 
unavoidable situations of staff adjustments there could be a reduction in the working day, 
annual early retirements and registers of compensated voluntary redundancies. 

As regards vacancies, an undertaking was added that these would be filled by the 
companies' own personnel before new employees were recruited, provided that there were 
applicants. In both cases, priority was to be given to relatives of current workers. The 
telephone companies extended this situation to deceased or retired workers and agreed that 
the trade union would put forward applicants from its register. 

Training and occupational versatility: In the case of the telephone union, the training 
strategy passed through different stages, revealing a progressive adaptability on the part of 
the union vis-à-vis the conditions imposed by privatisation. The first stage can be seen as a 
result of the first two Collective Labour Agreements (CCT 163/91 and 201/92) signed by 
FOETRA after privatisation, in which it was stated that a special fund was to be created for 
education and training managed by the trade union organisation. 

The second stage coincides with the greater willingness to negotiate with the 
companies. This was reflected in the Agreements (actas-acuerdos of 1994 and 1996) 
which raised the level of commitment and participation between the parties. Among the 
main points of these agreements we find the creation of a National Joint Committee in 
which the trade union agreed to participate in the formulation and determination of 
vocational training courses. In this connection, the companies undertook to pay an 
additional amount to employees carrying out tasks as trainers or instructors. In return, they 
would supervise the courses to ensure that they were in keeping with the usual quality 
standards and controls. The Joint Committee was authorised to establish a link between the 
training obtained and the system for filling job vacancies (promotions), which had been 
suspended at the start of privatisation. 
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As regards the financing of training, and facing the technological and organisational 
transformations in course, an increase was agreed in the employer's contribution to the 
FOETRA training courses. It was stipulated that “... the new technologies incorporated by 
the companies in operating the service (fibre optics, digital exchanges, computerisation of 
services, etc.) require increasingly skilled and technically trained personnel”, providing 
for the signing of a joint agreement on training and an increase in the employer's 
contribution to the FOETRA fund for social assistance, education and training (acta-
acuerdo 1994). 

Subsequently, agreement was reached on the re-categorisation of personnel and the 
introduction of clauses on occupational mobility referring directly to training in the 
following manner. The parties agreed that: 

 The companies undertake to provide training through the necessary formal 
programmes and/or practices, and to apply the work organisation system and working 
conditions and environment for the multi -skill role defined. 

 The workers undertake to carry out the tasks of the working team to which they 
belong, all tasks of a technical, operative and administrative nature which may need to be 
done to optimise continuity of the service, within the time limits and according to the 
schedules established by the companies... (acta-acuerdo 1996). 

To sum up, the response by the trade unions to the new situation was to place the 
emphasis on retraining and the preservation of jobs. In concrete terms, the union ensured 
that workers received the necessary training to facilitate their adaptation to the rapid and 
massive introduction of technology undertaken by the licensee companies. 

Social policies: The agreement introduced new funds to be administered by the trade 
union organisations. A deduction of 2 per cent was made from the salary to go into a fund 
for social welfare and training and education. The Fondo Compensador was also 
maintained, a fund created in 1973 to improve the retirement pensions of telephone 
employees by around US$30 million a year. This fund was run jointly by the workers and 
the employers, but the new licensee companies decided to keep out of the management of 
the fund. 

Information and consultation: The agreement included a particularly well-developed 
health and safety committee in the case of the telephone sector. 

2.2.3. Links with regional and international 
trade union organisations 

Most of the Argentinian trade union organisations in the telecommunications sector 
form part of one of the main vertical trade union structures at world level: the Union 
Network International (UNI).10 

FOEESITRA, the main organisation in the telecommunications sector, is affiliated to 
the UNI. At another level, almost all the COSITMECOS organisations, including the two 
most closely linked with telecommunications (SAT and AATRAC), are also affiliated. At 

 

10  The UNI was created in 2000, as a result of the amalgamation of four other international trade 
secretariats: the International Federation of Commercial, Clerical, Professional and Technical 
Employees (FIET), the Communications International (CI), the International Graphical Federation 
(IGF) and the Media and Entertainment International (MEI). UNI-Américas is the second largest 
regional organisation. 
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UNI management level, the General Secretary of FOEESITRA is one of the five members 
of the Transitional Merger Committee (until 2002) and Vice-President of the UNI-
Telecoms Section. 

During the 1990s, FOEESITRA worked with other organisations in the US, Canada, 
Mexico and Chile on the Executive Standing Committee for Negotiations with 
Multinationals, where progress was made in the creation of international negotiation and 
consultation instruments. The consolidation of these relations has favoured the conclusion 
of strategic agreements. 

International and regional strategic trade union agreements  

The trade union movement in the telecommunications sector has also links with the 
international trade union movement organised vertically for the different sectors of 
activity. In this respect, its strategy is strongly focused on the search for strategic 
agreements with other organisations on the continent. The concrete practice of the Foro de 
Telefónica is a good example of this. 

Another facet of this trade union work has developed at the sub-regional level of 
MERCOSUR, firstly through participation in the regional organisations of the international 
trade secretariats and, since 1999, in the Coordinadora de Centrales Sindicales del Cono 
Sur (CCSCS) which, as a coordinating body for the national groups and confederations in 
the subregion, began to work on cross-linking this horizontal dimension with the vertical 
dimension, creating over twenty Sectoral Committees (CCSCS, 1999). 

Likewise, at the first two MERCOSUR trade union summits (Montevideo, December 
1999 and Florianápolis December 2000), FOEESITRA demonstrated its ability to link up 
efficiently with its counterparts in the other countries on the Telecommunications 
Committee, whose declarations underline the following points: 

§ the undeniable principle that telecommunications are an essential service par 
excellence and the State the appropriate instrument to achieve the best results in 
guaranteeing this service; 

§ in cases in which telecommunications have passed into private hands, intermediate 
mechanisms are needed which, on the initiative of citizens (workers, scientific -
technological system, users), allow effective control over privatised companies, 
which should take the form of laws passed by the Legislature; 

§ whoever has control of telecommunications will have a substantial influence on the 
world economy as well as power in the field of knowledge and understanding. 
Consequently, it is essential to democratise communications, with universal access to 
new technologies, without discrimination, moving towards the crystallisation of a 
more just and equitable society; 

§ rejection of outsourcing policies, particularly those which lead to employment 
instability, economic and political corruption and a deterioration in the service; 

§ the need for progress to be made in reducing working hours, with the working week 
being fixed at 35 hours; 

§ the demand that trade union organisations be allowed to participate in the processes of 
technological, organisational and cultural adaptation - within the framework of the 
present corporate restructuring processes - with the provision, inter alia, of continuing 
training for workers in new technologies incorporating the trade union vision: respect 
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for their human dignity and their previous know-how and guarantees as to their 
employment stability. 

At the two MERCOSUR trade union summits, the trade union organisations in the 
region also agreed on a series of basic assumptions, leading to the formulation of the 
following proposals: 

§ to assert the collective labour agreements and fight to ensure that they are respected in 
the face of systematic attempts to ignore them through the introduction of agreements 
leading to job insecurity or directly including workers not covered by any trade union 
agreement; 

§ to promote unionisation campaigns aimed at both the traditional sectors and the new 
realities that emerging sectors are experiencing in order to put a halt in every way to 
the attitudes of employers encouraging disaffiliation as a means of eroding trade 
union power; 

§ to create a permanent coordination structure for the training and research institutes of 
the MERCOSUR trade unions and the academic entities linked to them; 

§ to organise an inter-union flow of information on an international basis, making full 
and systematic use of electronic means of communication; 

§ to concentrate efforts on increasing the participation of women in the 
telecommunications sector, at the various management levels within the trade union 
organisations. 

2.2.4. Overview of the trade union aspects of privatisation 

Generally speaking, the trade union movement in the telecommunications sector 
adopted a defensive position against government privatisation and deregulation policies in 
Argentina, aimed at making workers adapt to the transformation of production methods 
and at minimizing labour effects. Apart from opposing to the deterioration of standards for 
working conditions, the labour organisations managed to ensure that changes in production 
methods were accompanied by socio-political measures and, having observed a series of 
errors in the process, requested more and better regulatory action by the State. 

Below we describe various proposals made by the trade union in relation to the 
production and labour aspects (FOEESITRA 2000a and 2000b). 

Production aspect 

In its more general dimension, the trade union movement in the telephone sector 
tended to recognise the inevitability, and also the advantages, of the changes in production 
methods over the decade. FOEESITRA stated before the Bicameral Commission that it 
agreed with deregulation of the market as a “civic principle” and that, if clear rules were 
followed and there was a level playing field for competition, deregulation could benefit the 
user public and not only high-profitability concentrations and could also expand the labour 
market without detracting from job security. In other public statements, the Federation also 
affirmed that competition gave the user the opportunity to opt for a better service and 
provided workers with an opportunity to make up ground in their own field. 

In this respect, the trade union movement in the telephone sector made the following 
proposals: 
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§ obligation to provide the service throughout the country, 

§ compulsory plans for investment and modernisation of the service, 

§ control over exploitation and reduction of rates according to local realities and 
deflation, 

§ creation of a legal framework for all service operators, ensuring legal security and 
thus providing clear rules for all operators. 

Labour aspect  

The trade union organisations concur that the collective agreements obtained in 1992-
1993 were the best possible at the time when they were signed and that they can be taken 
as a model for labour conditions in the new companies, which offer lower standards. 
However, one of the negative aspects of the model of industrial relations brought about 
through the privatisations is that the agreements apply to comparatively fewer workers 
than in the past, not only in absolute terms but also in negative terms, given the growth of 
non-contract employment. As a result , the telephone unions consider that the gap between 
the pay of workers with and without an agreement has widened to the benefit of the latter, 
who receive productivity payments which can be equivalent to two or three monthly 
salaries a year, as opposed to just one for those covered by the agreement. 

FOEESITRA took part in the round of consultations held by the Bicameral 
Commission, emphasising three aspects: 

§ the adjustment planned by the two original telephone companies, if it materialised, 
would affect 6,000 jobs, beginning with contract workers, followed by management 
staff and culminating with the rest of the personnel under the agreement; 

§ the official statements on the creation of 15,000 new direct jobs and 30,000 indirect in 
less than two years were excessively optimistic. For this, it was calculated that the 
low toll existing in profitable areas meant that investments there were not needed and 
the new companies were not interested in making investments in areas of low 
profitability; 

§ the companies tried to carry on outsourcing tasks that are covered by the agreement, 
despite the fact that it had been agreed that contracts for work to third parties would 
not affect the tasks covered by the agreement. It was claimed that work was being 
taken away from the splicers and they were being made to carry out checking and 
installation instead. 

In its argument, the Federation sided with the original telephone companies in a way, 
emphasising that whilst they had been complying with the labour contract the new 
companies had refused to negotiate the pre-existing working and pay conditions, as a result 
of which the lack of a labour framework for the new companies would widen the gap in 
their favour. FOEESITRA therefore took the following action: 

§ insisted that the two original companies apply the agreement in all offices opened in 
the interior of the country under the responsibility of the said companies; 

§ demanded job security for all permanent workers; 

§ demanded that all new workers be represented and covered by the agreement; and 
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§ insisted that the Ministry of Labour oblige the new companies to offer equal 
conditions. 

FOETRA Sindicato Buenos Aires also drew attention to the behaviour of the new 
companies, pointing out that they had already made clear their intention to apply as much 
flexibility as possible in employment, through working hours, and to opt for the agreement 
that best suited them. It was stressed that a framework for dialogue had been established 
with the two main companies in which job stability was an essential precondition. 
Subsequently, however the trade union denounced the fact that Telecom was offering a 
social plan which meant that 600 workers would be transferred to other companies 
immediately after taking a training course, which was regarded as covert dismissal. 

The remaining organisations in the telecommunications sector, representing 
management and professional staff, shared this view. 

FOPSTTA (supervisors and technicians) made a clear distinction between the original 
companies and the new ones, considering that with the former a balance had been achieved 
which was disappearing with the new regulatory framework. From the employment point 
of view, mass redundancies were forecast, along with premeditated destruction of trade 
union representation and the erosion of job security. 

UPJET (management staff) indicated that telecommunications had advanced over the 
previous ten years, that the country had a modern and efficient service due to the 
coordinated efforts of many sectors and that very clear rules were followed, including rules 
covering the employment aspect. Today, on the other hand, the trend was towards a totally 
inequitable framework. 

2.3. Joint initiatives by the companies and trade 
unions 

The corporate changes in the telecommunications sector led to the appearance of new 
agreements between employers and employees in the private companies which took 
account of new characteristics in labour relations compared to the period under State 
control, in terms of the combination of activities and the multinational factor. The 
following examples can be quoted in this connection: 

§ the creation of an International Information and Consultation Forum with the parent 
company and other subsidiaries in the telecommunications sector; 

§ the establishment of the Telefónica International Forum. 

As mentioned in a previous section (see above, section 2.2.3), the trade union 
movement in the telecommunications sector in Argentina has links with the international 
trade union movement organised vertically for each branch of activity. In this context, its 
strategy includes globalising aspects in response to the transnational nature of the 
companies in which they have members. Thus the telephone unions have decided to set 
international information and consultation machinery in motion. 

This trend was undoubtedly influenced by the revival, in the 1990s, of initiatives 
concerning multinational enterprises, further to the first steps made in that direction 
towards the end of the 1970’s (the ILO MNE Declaration and the OECD Guidelines for 
Multinational Enterprises (OECD Guidelines) in 1976-1977). In particular, in 1994 the 
European Union approved the Directive on European Works Councils (EWCs), 
compulsory in companies and groups of companies on a Community scale. The decade 
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culminated, in 2000, with two new intergovernmental initiatives: the revision of the OECD 
Guidelines (June 2000), including the chapter on industrial relations, and the 
implementation of the Global Compact (July 2000), an initiative by the UN Secretary 
General which involved a number of multinational enterprises, the international trade 
union movement, the ILO and other multilateral bodies. 

A central feature of the above-mentioned intergovernmental models is that they tend 
to be applicable exclusively at the parent companies of the multinational enterprises, either 
because they only refer to one region (like the EU Directive), or because they do not 
contain a clause providing for geographical extension to the subsidiaries of the 
multinational enterprises. Consequently, it is no exaggeration to regard them as initiatives 
with an impact in industrial relations basically in the countries of the economic North, 
excluding those in the South. The exception among the above-mentioned 
intergovernmental instruments are the OECD Guidelines as they provide for their scope to 
be extended geographically to countries that are not members of the Organisation in Latin 
America, Asia and the Central and Eastern European Countries. This approach can also be 
found in the Resolution passed by the European Parliament in 1999 on European 
companies operating in developing countries: “Towards a European code of conduct”. 

In this dual context, the Global Unions Federations (GUFs) – former International 
Trade Secretariats (ITSs) – have emphasised the need for the EWCs to be open to trade 
union representatives from outside the EU. More recently, this approach took the form of a 
proposal for the creation of company consultation and information councils on a world and 
regional scale, thus linking up all the subsidiaries. 

The first applications of this approach are currently developing in relation to 
multinational enterprises of Spanish origin, with the essential participation of the GUF. 
The first initiative was that taken by the Telecoms Section of the new Secretariat of Union 
Network International (UNI), based on previous work by the Communications 
International (CI), now part of the Union. This work forms part of the strategy called the 
International Trade Union Alliances, which consists in coordinating the activities of 
affiliated organisations and using the know-how and experience acquired by one of them to 
strengthen the activities of the others. This plan has been applied with regard to four 
MNEs: The Ameritech/SBC, Cable and Wireless, Atlantic and Telefónica de España. 

In practice, during the 1990s, four meetings of the Grupo Intersindical 
Iberoamericano de Telefónica (GITT) were already organised. The GITT was made up of 
the specialised sections of the Latin American organisations and of the two Spanish 
national organisations, Trade Union Confederation of Workers’ Committees (CCOO) and 
General Union of Workers (UGT). In April 2000, the Telefónica Group and the 
organisation now called the UNI Telefonica Union Alliance, signed the Social Protocol of 
International Agreements, which was continued in March 2001 through the UNI 
Telephone Code of Conduct11 (see annexe IV). The participation of the Argentinian trade 
union movement has benefited from the fact that there is a UNI office (previously 
belonging to the CI) in Buenos Aires.  

Within this context, the Director General of the ILO, Juan Somavia, welcomed the 
signing in March 2001 of the agreement on a Code of Conduct between Telefónica 

 

11  The Code of conduct can be found at: www.union-
network.org/unitelecom.nsf/Public%20by%20category?Openview, under "Alliances". Site visited 
on 14 January 2002. 
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(Spain), and UNI, calling it a historic landmark in industrial relations 12. The Code provides 
for the following, inter alia: 

§ compliance with the ILO Conventions on freedom of association and trade union 
rights; 

§ recognition of the right to organise and the right of trade unions to represent the 
workers and negotiate on their behalf; 

§ strict maintenance of standards relating to the environment and health and safety at 
work; 

§ an undertaking to offer and provide a high-quality service that is universally 
accessible and affordable; 

§ an undertaking with regard to long-term high-level investments in local companies, to 
develop and extend services and employment; 

§ minimum basis: when it is wished that UNI affiliated organisation represent the 
employees of companies belonging to Telefónica – and its subsidiaries –the company 
must recognise the right of this union to represent their workers in: 

— collective bargaining; 

— any procedure to resolve disputes; 

— negotiation and consultation in all matters affecting employment and training; 

— where no trade union exists, the company shall adopt a neutral view and shall 
not prevent workers from organising. It shall also respect the right of trade 
unions to organise employees. 

 

 

12  Press release OIT/01/09, http://mirror /public/spanish/bureau/dgo/indexpress.htm, visited on 14 
January 2002. 
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3. Restructuring of the telecommunications sector: 
Assessment of social and labour changes 

3.1. General conclusions  

The privatisation of the telecommunications sector in Argentina produced mixed 
results. On the one hand, it brought progress in the quality and cover of the services, which 
in turn led to a clearly perceptible improvement in the forms of service provision and the 
ability of the companies efficiently to administer their resources and to incorporate new 
segments of users attracted by new services. However, there is a general consensus to the 
effect that the privatisation process had negative effects in the economic and social field. In 
fact, many of the results announced to the public in order to justify the transfer of the 
State-controlled companies into the hands of private capital did not materialise in practice. 

 The subject of rates is an indicator clearly demonstrating the failure to meet initial 
expectations from the privatisation of public service companies. Regarded as the main 
channel for transferring the benefits of privatisation to the consumer, this objective quickly 
faded, as we explained earlier (see above, section 1.3). On the other hand, the substantial 
increase in rates, as happened in 1997 in conditions of price stability and economic 
recession, affected the lower-income sectors. 

The distributive correlative of this phenomenon of the lack of a reduction in rates was 
the high profit margin obtained by the public service provider companies. In general, the 
profitability of the privatised companies was above the average for other large firms 
operating in the country and also entailed a greater transfer of profits abroad. It should be 
borne in mind that the profit levels of the privatised public service companies are four 
times higher than those of the other 500 largest companies. 

Another of the central characteristics of the regulatory aspects of the privatisation 
process in the 1990s in Argentina was the little concern shown for protecting and 
safeguarding the interests of users and consumers. Particularly in the case of the telephone 
sector, the limited forms of participation for users and consumers were a good illustration 
of this lack of attention. As already indicated, the CNC was unanimously regarded as a 
seriously deficient body, basically due to its lack of independence of the National 
Executive. 

Finally, from a social and distributive point of view, the effects were less positive. As 
we have said, one of the main objectives of the privatisations was to provide a framework 
for the creation of new terms with external creditors for payment of the external debt by 
reducing it through capitalisation mechanisms. This proposal, widely accepted by the 
creditor banks, placed special emphasis on orchestration of the privatisations through the 
mechanism of capitalisation of the external debt. However, the fact that the funds from the 
privatisation process went towards settlement of obligations deriving from the external 
debt and towards financing the recurrent fiscal deficits at the various operational levels of 
the State caused a deterioration in the provision of health and education services, i.e. 
neglect of the obligation to provide essential services in the areas where the low-income 
populations live. 

3.2. Specific conclusions 

The recent concrete experience of Argentina reveals a situation in which the trade 
unions failed to play a really major role in directing the changes and lessening the social 
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and labour impact; on the contrary, the restructuring was guided above all by technological 
changes and market pressures, with substantial job losses. For its part, the State included 
the user organisations to a certain extent and tended to reduce trade union participation, as 
demonstrated by the lack of references to the question of labour in the recent regulations 
and its non-inclusion in the activities of specific bodies. In this new stage, the State no 
longer seems to have a similar concern as at the beginning for labour relations and working 
conditions, in spite of the fact that the telephone companies are confronted with 
competition on the global market which is tending to lead to a lowering of the quality of 
working conditions. 

3.2.1. Changes in the dynamics at the workplace 

The privatisation process brought with it a workplace environment completely 
different from that which existed before. As regards the results of the strategies of 
technological innovation of the two licensee companies, in both cases they led to a 
standardisation of all the exchanges through rapid and massive digitisation and a 
continuous growth in the number of fixed lines. Up to the year 2000, the average 
productivity for lines in service increased fourfold. 

The implications for the workers were less positive. Firstly, the initial staff numbers 
were reduced considerably, and with this the union bases also diminished; secondly, there 
was a certain loss of quality in contracts; thirdly, the job creation dynamics prioritised 
labour relations with no union agreements, through outsourcing and the use of atypical 
forms of employment such as the student trainee system, which aggravated the above-
mentioned dual process of the worsening of working conditions and the weakening of trade 
union power. Specialised studies on the telecommunications sector (compiled by Soifer 
and Tomada, 2000) have listed major changes to the paradigm that existed before 
privatisation. 

3.2.2. Changes in the volume of employment 

In the initial stages of privatisation, the governments were fairly actively involved in 
guaranteeing a reasonable transition from the public system to private ownership, for 
which they had the cooperation of the trade union organisation that had signed the 
collective agreements. In some cases, this policy came after the companies were 
transferred to private hands, through the implementation of massive voluntary redundancy 
programmes with large sums by way of compensation. These actions were continued in 
one way or another through the policies of the licensee companies aimed at reducing the 
number of employees even further. The companies applied various mechanisms in this 
phase: voluntary redundancy and early retirement programmes and outsourcing. The result 
was a labour force characterised by a larger number of jobs outside any agreement, job 
insecurity and a lower level of trade union membership. 

Among the measures adopted by the government to lessen the effect of privatisation 
on the level of employment, mention should be made of the Programa de Propriedad 
Participada (PPP), which allowed the telephone trade union to obtain 10 per cent of the 
company's shares. Although the objective of the programme was for the workers to retain 
ownership of these shares, along with a representative on the companies' boards, the 
telephone company employees ended up selling their shares to the employers and no 
longer had access to the boards of the new companies, in contrast to what happened in the 
water sector, for instance, where the company's employees held on to their shares and 
retained their representation on the board. 
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In specific aspects such as training, the telephone companies responsible for the basic 
service seem to have cooperated in developing a new employment status with a certain 
symmetry vis-à-vis the modernisation of the production process. The case of the 
telecommunications sector can be seen as something of an exception in that training 
constituted a strategic aspect in the development of the new companies. This is 
understandable given the radical nature of the technological changes and their subsequent 
repercussions in the field of the new know-how that employees were required to have. This 
strong orientation of training towards management levels and the “new” commercial and 
administrative areas is linked up to the information already given concerning job profiles. 
Another common feature can be seen with regard to the training of operative workers, 
which was mainly provided by the train union. 

3.2.3. Changes in job profiles and training 

One of the variables in the general classification of employees was the fall in their 
average age and, therefore, a lowering of seniority among the staff. From the point of view 
of education, there was also a common tendency towards an increase in formal educational 
qualifications. Likewise, it must also be pointed out that the increase in the level of 
education could be seen especially in administrative jobs. The "new" job profile was 
generally oriented towards a model of higher skills, expressed above all in the higher level 
of education among the staff (secondary education and above), who were gradually 
becoming younger, resulting in the lowering of the average age and the seniority of 
employees. One outstanding aspect of this is the use of student trainees as the main method 
of recruiting qualified employees. 

3.2.4. Changes in collective organisation and bargaining 

The post-privatisation composition of the sector in terms of the emerging corporate 
structure, apart from affecting the composition of the labour force, as mentioned above, 
also had a direct impact on collective bargaining between companies, now private, and 
trade unions. A number of factors were involved in the dispersal and correlative weakening 
of trade union movement in the sector. 

Firstly, there was a changeover from a single company – ENTel - to a combination of 
companies whose participation in the sector has acquired special characteristics. One 
consequence of this was the shift from single collective agreements covering all activities 
in the sector to separate collective agreements for each sector (in addition to 
telecommunications workers, with construction workers, Unión Obrera de la Construcción, 
and with trade workers, Sindicato de Empleados de Comercio). In effect, the increase in 
outsourcing by the companies meant that a growing number of tasks formerly carried out 
by the State-controlled companies with their own personnel passed into the hands of new 
firms. This situation has forced the trade union organisations to include in their demands 
the inclusion of employees of subcontracting companies within the scope of their trade 
union representation, whatever work they carry out, although without any results as yet. 
Inter-union rivalry tends to encourage “downward negotiations” in so far as working 
conditions are concerned due to the constant threat to each trade union grouping of being 
displaced by another. 

Secondly, as regards the category of workers subsequent to the privatisation of the 
State company, there was a transition from a system of a single agreement covering all the 
company's employees to another system of separate collective agreements for each 
category (FOEESITRA, UPJET, FOPSTTA and CEPETEL). Other distinctive features of 
the new stage are the increase in personnel “with no union agreement”, an increase in  non-
union workers and a reduction in membership of the basic trade union FOEESITRA. 
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The corporate transformation in the telecommunications sector has led to the 
appearance of new agreements between employers and employees in the private companies 
which take account of new characteristics in labour relations compared to the period of 
State ownership, in terms of the combination of activities and the multinational factor. 
Among the different joint company-union initiatives at international level, special mention 
must be made of the Code of Conduct between Telefónica (Spain) and the union 
organisation UNI, which provides for the participation of national trade union movements 
such as FOEESITRA in Argentina. 

3.2.5. Changes in working terms and conditions 

Among the changes in terms of employment and working conditions under the new 
agreements, the following should be mentioned in particular: 

§ a longer working day, with fewer breaks, intensification of work and an increase in 
health problems in some operative jobs; 

§ increased rotation of duties and introduction of occupational versatility, partly as the 
result of the creation of 24-hours services with the application of a flexible shift 
system; 

§ a mechanism for filling vacancies through which personnel are promoted to a higher 
category by means of the system of notification of vacancies through publication, a 
competition and selection of applicants. Employees outside the agreement can also 
participate in this system in so far as they do not hold management posts. The trade 
union also plays a part in this, providing courses to prepare the applicant. 
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4. Future challenges 

Without any doubt, the privatisation of the State-owned telephone company and the 
programme for the gradual deregulation of telecommunications brought substantial 
changes in the fields of corporate relations, employment and the traditional behaviour of 
trade unions and political and economic players involved in this radical transformation. 
These changes are covered by the standards of the MNE Declaration (see Annex II) and 
the resolutions reached at the ILO by the Joint Committee for Post and 
Telecommunications Services (meeting in 1991) and, more recently, the Tripartite Meeting 
of 1998 at which an examination was conducted of the labour aspects of the structural and 
regulatory transformation of the sector, along with the process of globalisation of postal 
and telecommunications services (see Annex III). In this new scenario, there are many 
challenges facing the Argentinian government, the employers, the workers and their 
respective organisations, especially if we take into account the crisis that the country is 
going through at the moment. 

As emphasised in the MNE Declaration, the multinational enterprises can contribute 
towards promoting economic and social well-being, improving living standards and the 
satisfaction of basic needs, promoting trade union freedom and creating employment 
opportunities. In addition, however, the advance of these enterprises can give rise to 
processes of economic concentration and conflicts with the objectives of national policy 
and the workers' interests. Furthermore, the ILO also underlines that for the processes of 
privatisation and/or deregulation to bring benefits for the workers, they must be managed 
in such a way that transparency, equality and justice are ensured and attention is paid to 
their impact on the different spheres involved. 

To move in this direction, in the case of Argentina, it is essential to take account of 
the present circumstances in the country - which is going through one of the most serious 
crises in its history - which raise two questions concerning the theme of this report and 
represent particularly important challenges. Firstly, the new wave of redundancies 
affecting not only the telecommunications companies but all organisations and, secondly, 
the pressure that is being applied by the privatised service companies to keep their rates in 
US dollars, which could lead to an increase of 40 per cent in the price of services. 

Against this background, it is worth underlining the need to encourage a continuous 
dialogue between the government, the social partners and society in general, aimed at more 
effective pursuance over the coming stages of the objectives universally agreed in the 
MNE Declaration. There are some fundamental questions that can contribute towards the 
development of strategies to: 

§ reach an independent and transparent regulatory stage allowing progress to be made 
in the objectives of national policy, company productivity and the interests of the 
workers (MNE Declaration, paragraphs 10, 12 and 13); 

§ create an appropriate infrastructure for the promotion of employment and job 
security, for good working conditions and for vocational training, against a 
background of outsourcing, forms of contracts not covered by agreements, flexibility 
and restructuring (MNE Declaration, paragraphs 14-40); 

§ foster trade union freedom and the right of association, along with collective 
bargaining, within a context of changes in operating and privatisation systems, which 
involve fragmentation of the corporate sector (MNE Declaration, paragraphs 41-59); 
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§ make use of the growing dynamism of users' and consumers' organisations that are 
involved in the process either through the regulatory bodies or directly through their 
media presence, to ensure that the trade union organisations consider the possibility of 
forging an alliance strategy allowing progress to be made towards a “citizens' trade 
union movement” capable of developing, in addition to its role of putting forward 
demands and its task of making proposals specifically in the labour field, an active 
presence in relation to controversial episodes in corporate management, such as, for 
example, in the matter of the price and quality of some services. (MNE Declaration, 
paragraph 42); 

§ promote additional processes at national level based on Argentina's participation in 
the social and labour activities of the MERCOSUR members and also as regards 
implementation of the OECD Guidelines. 

Within the context of the new deregulation policy initiated by the government in 2000 
and the new round of negotiations between employers and workers which began in 2001, a 
public debate could contribute towards maximising the possibility of bringing about 
dynamic changes extending to society as a whole the benefits resulting from the reform 
process. In this way, it will be possible to satisfy the concern of the ILO to guarantee 
democratisation of the opportunities for access by the entire population to the new options 
afforded by the technological changes in the sector, which can have repercussions on the 
general well-being of society. 
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Appendix I 

Note on the methodology 

The methodology used in the preparation of this report is primarily of a qualitative nature and 
secondly of a quantitative nature. The volume of primary information used is the result of a series of 
interviews conducted with managers and employees of both companies, trade union leaders and 
representatives of the regulatory body, the Comisión Nacional de Comunicaciones, carried out at 
different times during the privatisation process, generally on the basis of semi -structured or open 
instruments. As regards the materials used, the quantitative information comes from memorandums, 
annual balance sheets, management reports and internal reviews of the telecommunications 
companies Telefónica and Telecom. Likewise, a review has also been conducted of national 
newspapers (editions during the period 1987-2000), trade union documents and the collective labour 
agreements signed before and after the privatisation of the sector. 

Interviews conducted for this report 

Executive Director of the Chamber of Information Technology and Telecom of the Argentine 
Republic (CICOMRA). Interview carried out on 14 December 2001.   

Institutional Relations Section of Telefónica de Argentina S.A. Interview carried out on 14 
December 2001.   

Corporate Human Resources Office of Telecom. Interview carried out on 12 December 2001. 
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Introduction 

In the 1960s and 1970s, the activities of multinational enterprises (MNEs) provoked intense 
discussions that resulted in efforts to draw up international instruments for regulating their conduct 
and defining the terms of their relations with host countries, mostly in the developing world. 
Labour-related and social policy issues were among those concerns to which the activities of MNEs 
gave rise. The ILO’s search for international guidelines in its sphere of competence resulted, in 
1977, in the adoption by the ILO Governing Body, of the Tripartite Declaration of Principles 
concerning Multinational Enterprises and Social Policy (MNE Declaration). 

The principles laid down in this universal instrument offer guidelines to MNEs, governments, 
and employers’ and workers’ organizations in such areas as employment, training, conditions of 
work and life, and industrial relations. Its provisions are reinforced by certain international labour 
Conventions and Recommendations which the social partners are urged to bear in mind and apply, 
to the greatest extent possible. The adoption of the ILO Declaration on Fundamental Principles and 
Rights at Work and its Follow-up in 1998 highlighted the importance of the fundamental 
Conventions in realizing the objectives of the ILO, and consequently, the MNE Declaration takes 
into account the objectives of the 1998 Declaration. 

Today, the prominent role of MNEs in the process of social and economic globalization 
renders the application of the principles of the MNE Declaration as timely and necessary as they 
were at the time of adoption. As efforts to attract and boost foreign direct investment gather 
momentum within and across many parts of the world, the parties concerned have a new 
opportunity to use the principles of the Declaration as guidelines for enhancing the positive social 
and labour effects of the operations of MNEs. 

Periodic surveys are conducted to monitor the effect given to the Declaration by MNEs, 
governments, and employers’ and workers’ organizations. A summary and an analysis of the replies 
received are submitted to the ILO Governing Body for discussion. These documents, as well as 
other information and research publications on MNEs and social policy, are available through 
http://www.ilo.org. 

In the event of disagreement over the application of the Declaration, the parties, using a 
procedure instituted in 1981, may submit a request to the ILO for an interpretation of the meaning 
of its provisions. The text of this procedure is appended for information. Assistance and advice with 
regard to the submission of requests for interpretation can be obtained from the International Labour 
Office. 

This instrument provides social policy guidelines in a sensitive and highly complex area of 
activities. Adherence to the Declaration by all concerned would contribute to a climate more 
conducive to economic growth and social development.  
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International Labour Organization 

Tripartite Declaration of Principles concerning 
Multinational Enterprises and Social Policy 
(adopted by the Governing Body of the International Labour 
Office at its 204th Session (Geneva, November 1977) as 
amended at its 279th Session (Geneva, November 2000))* 

The Governing Body of the International Labour Office: 

Recalling that the International Labour Organization for many years has been involved with 
certain social issues related to the activities of multinational enterprises; 

Noting in particular that various Industrial Committees, Regional Conferences, and the 
International Labour Conference since the mid-1960s have requested appropriate action by the 
Governing Body in the field of multinational enterprises and social policy; 

Having been informed of the activities of other international bodies, in particular the UN 
Commission on Transnational Corporations and the Organization for Economic Cooperation and 
Development (OECD); 

Considering that the ILO, with its unique tripartite structure, its competence, and its long-
standing experience in the social field, has an essential role to play in evolving principles for the 
guidance of governments, workers' and employers' organizations, and multinational enterprises 
themselves; 

Recalling that it convened a Tripartite Meeting of Experts on the Relationship between 
Multinational Enterprises and Social Policy in 1972, which recommended an ILO programme of 
research and study, and a Tripartite Advisory Meeting on the Relationship of Multinational 
Enterprises and Social Policy in 1976 for the purpose of reviewing the ILO programme of research 
and suggesting appropriate ILO action in the social and labour field; 

Bearing in mind the deliberations of the World Employment Conference; 

Having thereafter decided to establish a tripartite group to prepare a Draft Tripartite 
Declaration of Principles covering all of the areas of ILO concern which relate to the social aspects 
of the activities of multinational enterprises, including employment creation in the developing 
countries, all the while bearing in mind the recommendations made by the Tripartite Advisory 
Meeting held in 1976; 

Having also decided to reconvene the Tripartite Advisory Meeting to consider the Draft 
Declaration of Principles as prepared by the tripartite group; 

Having considered the Report and the Draft Declaration of Principles submitted to it by the 
reconvened Tripartite Advisory Meeting; 

Hereby approves the following Declaration which may be cited as the Tripartite Declaration of 
Principles concerning Multinational Enterprises and Social Policy, adopted by the Governing Body 
of the International Labour Office, and invites governments of States Members of the ILO, the 
employers' and workers' organizations concerned and the multinational enterprises operating in their 
territories to observe the principles embodied therein. 

 
 

*Official Bulletin, Vol. LXXXIII, 2000, Series A, No. 3. 
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**1. Multinational enterprises play an important part in the economies of most countries and in 
international economic relations. This is of increasing interest to governments as well as to 
employers and workers and their respective organizations.  Through international direct investment 
and other means such enterprises can bring substantial benefits to home and host countries by 
contributing to the more efficient utilization of capital, technology and labour. Within the 
framework of development policies established by governments, they can also make an important 
contribution to the promotion of economic and social welfare; to the improvement of living 
standards and the satisfaction of basic needs; to the creation of employment opportunities, both 
directly and indirectly; and to the enjoyment of basic human rights, including freedom of 
association, throughout the world. On the other hand, the advances made by multinational 
enterprises in organizing their operations beyond the national framework may lead to abuse of 
concentrations of economic power and to conflicts with national policy objectives and with the 
interest of the workers. In addition, the complexity of multinational enterprises and the difficulty of 
clearly perceiving their diverse structures, operations and policies sometimes give rise to concern 
either in the home or in the host countries, or in both. 

2. The aim of this Tripartite Declaration of Principles is to encourage the positive contribution which 
multinational enterprises can make to economic and social progress and to minimize and resolve the 
difficulties to which their various operations may give rise, taking into account the United Nations 
resolutions advocating the establishment of a New International Economic Order. 

3. This aim will be furthered by appropriate laws and policies, measures and actions adopted by the 
governments and by cooperation among the governments and the employers' and workers' 
organizations of all countries. 

4. The principles set out in this Declaration are commended to the governments, the employers' and 
workers' organizations of home and host countries and to the multinational enterprises themselves. 

5. These principles are intended to guide the governments, the employers' and workers' organizations 
and the multinational enterprises in taking such measures and actions and adopting such social 
policies, including those based on the principles laid down in the Constitution and the relevant 
Conventions and Recommendations of the ILO, as would further social progress. 

6. To serve its purpose this Declaration does not require a precise legal definition of multinational 
enterprises; this paragraph is designed to facilitate the understanding of the Declaration and not to 
provide such a definition. Multinational enterprises include enterprises, whether they are of public, 
mixed or private ownership, which own or control production, distribution, services or other 
facilities outside the country in which they are based. The degree of autonomy of entities within 
multinational enterprises in relation to each other varies widely from one such enterprise to another, 
depending on the nature of the links between such entities and their fields of activity and having 
regard to the great diversity in the form of ownership, in the size, in the nature and location of the 
operations of the enterprises concerned. Unless otherwise specified, the term “multinational 
enterprise” is used in this Declaration to designate the various entities (parent companies or local 
entities or both or the organization as a whole) according to the distribution of responsibilities 
among them, in the expectation that they will cooperate and provide assistance to one another as 
necessary to facilitate observance of the principles laid down in the Declaration. 

7. This Declaration sets out principles in the fields of employment, training, conditions of work and 
life and industrial relations which governments, employers' and workers' organizations and 

 

** Paragraphs 1-7, 8, 10, 25, 26, and 52 (formerly paragraph 51) have been the subject of 
interpretation under the Procedure for the examination of disputes concerning the application of the 
Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy. Copies 
of interpretations are available upon request to the Bureau of Multinational Enterprise Activities, 
International Labour Office, 4, route des Morillons, CH-1211 Geneva 22, Switzerland, or at 
http://www.ilo.org. 
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 multinational enterprises are recommended to observe on a voluntary basis; its provisions shall not 
limit or otherwise affect obligations arising out of ratification of any ILO Convention. 

General policies 

8. All the parties concerned by this Declaration should respect the sovereign rights of States, obey the 
national laws and regulations, give due consideration to local practices and respect relevant 
international standards. They should respect the Universal Declaration of Human Rights and the 
corresponding International Covenants adopted by the General Assembly of the United Nations as 
well as the Constitution of the International Labour Organization and its principles according to 
which freedom of expression and association are essential to sustained progress. They should 
contribute to the realization of the ILO Declaration on Fundamental Principles and Rights at Work 
and its Follow-up, adopted in 1998. They should also honour commitments which they have freely 
entered into, in conformity with the national law and accepted international obligations. 

9. Governments which have not yet ratified Conventions Nos. 87, 98, 111, 122, 138 and 182 are urged 
to do so and in any event to apply, to the greatest extent possible, through their national policies, the 
principles embodied therein and in Recommendations Nos. 111, 119, 122, 146 and 190. 1 Without 
prejudice to the obligation of governments to ensure compliance with Conventions they have 
ratified, in countries in which the Conventions and Recommendations cited in this paragraph are not 
complied with, all parties should refer to them for guidance in their social policy. 

10. Multinational enterprises should take fully into account established general policy objectives of the 
countries in which they operate. Their activities should be in harmony with the development 
priorities and social aims and structure of the country in which they operate. To this effect, 
consultations should be held between multinational enterprises, the government and, wherever 
appropriate, the national employers' and workers' organizations concerned. 

11. The principles laid down in this Declaration do not aim at introducing or maintaining inequalities of 
treatment between multinational and national enterprises. They reflect good practice for all. 
Multinational and national enterprises, wherever the principles of this Declaration are relevant to 
both, should be subject to the same expectations in respect of their conduct in general and their 
social practices in particular. 

12. Governments of home countries should promote good social practice in accordance with this 
Declaration of Principles, having regard to the social and labour law, regulations and practices in 
host countries as well as to relevant international standards. Both host and home country 
governments should be prepared to have consultations with each other, whenever the need arises, on 
the initiative of either. 

 

1 Convention (No. 87) concerning Freedom of Association and Protection of the Right to Organise; 
Convention (No. 98) concerning the Application of the Principles of the Right to Organise and to 
Bargain Collectively; Convention (No. 111) concerning Discrimination in Respect of Employment 
and Occupation; Convention (No. 122) concerning Employment Policy; Convention (No. 138) 
concerning Minimum Age for Admission to Employment; Convention (No. 182) concerning the 
Prohibition and Immediate Action for the Elimination of the Worst Forms of Child Labour; 
Recommendation (No. 111) concerning Discrimination in Respect of Employment and Occupation; 
Recommendation (No. 119) concerning Termination of Employment and Occupation; 
Recommendation (No. 122) concerning Employment Policy; Recommendation (No. 146) 
concerning Minimum Age for Admission to Employment; Recommendation (No. 190) concerning 
the Prohibition and Immediate Action for the Elimination of the Worst Forms of Child Labour. 
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Employment 

Employment promotion 

13. With a view to stimulating economic growth and development, raising living standards, meeting 
manpower requirements and overcoming unemployment and underemployment, governments 
should declare and pursue, as a major goal, an active policy designed to promote full, productive 
and freely chosen employment. 2 

14. This is particularly important in the case of host country governments in developing areas of the 
world where the problems of unemployment and underemployment are at their most serious. In this 
connection, the general conclusions adopted by the Tripartite World Conference on Employment, 
Income Distribution and Social Progress and the International Division of Labour (Geneva, June 
1976) should be kept in mind. 3 

15. Paragraphs 13 and 14 above establish the framework within which due attention should be paid, in 
both home and host countries, to the employment impact of multinational enterprises. 

16. Multinational enterprises, particularly when operating in developing countries, should endeavour to 
increase employment opportunities and standards, taking into account the employment policies and 
objectives of the governments, as well as security of employment and the long-term development of 
the enterprise. 

17. Before starting operations, multinational enterprises should, wherever appropriate, consult the 
competent authorities and the national employers' and workers' organizations in order to keep their 
manpower plans, as far as practicable, in harmony with national social development policies. Such 
consultation, as in the case of national enterprises, should continue between the multinational 
enterprises and all parties concerned, including the workers' organizations. 

18. Multinational enterprises should give priority to the emp loyment, occupational development, 
promotion and advancement of nationals of the host country at all levels in cooperation, as 
appropriate, with representatives of the workers employed by them or of the organizations of these 
workers and governmental authorities. 

19. Multinational enterprises, when investing in developing countries, should have regard to the 
importance of using technologies which generate employment, both directly and indirectly. To the 
extent permitted by the nature of the process and the conditions prevailing in the economic sector 
concerned, they should adapt technologies to the needs and characteristics of the host countries. 
They should also, where possible, take part in the development of appropriate technology in host 
countries. 

20. To promote employment in developing countries, in the context of an expanding world economy, 
multinational enterprises, wherever practicable, should give consideration to the conclusion of 
contracts with national enterprises for the manufacture of parts and equipment, to the use of local 
raw materials and to the progressive promotion of the local processing of raw materials. Such 
arrangements should not be used by multinational enterprises to avoid the responsibilities embodied 
in the principles of this Declaration. 

 

2 Convention (No. 122) and Recommendation (No. 122) concerning Employment Policy. 

3 ILO, World Employment Conference, Geneva, 4-17 June 1976. 



 

58  H:/Research/Argentina/ Working Paper No 90 – Argentina.doc 

Equality of opportunity and treatment 

21. All governments should pursue policies designed to promote equality of opportunity and treatment 
in employment, with a view to eliminating any discrimination based on race, colour, sex, religion, 
political opinion, national extraction or social origin. 4 

22. Multinational enterprises should be guided by this general principle throughout their operations 
without prejudice to the measures envisaged in paragraph 18 or to government policies designed to 
correct historical patterns of discrimination and thereby to extend equality of opportunity and 
treatment in employment. Multinational enterprises should accordingly make qualifications, skill 
and experience the basis for the recruitment, placement, training and advancement of their staff at 
all levels. 

23. Governments should never require or encourage multinational enterprises to discriminate on any of 
the grounds mentioned in paragraph 21, and continuing guidance from governments, where 
appropriate, on the avoidance of such discrimination in employment is encouraged. 

Security of employment 

24. Governments should carefully study the impact of multinational enterprises on employment in 
different industrial sectors. Governments, as well as multinational enterprises themselves, in all 
countries should take suitable measures to deal with the employment and labour market impacts of 
the operations of multinational enterprises. 

25. Multinational enterprises equally with national enterprises, through active manpower planning, 
should endeavour to provide stable employment for their employees and should observe freely 
negotiated obligations concerning employment stability and social security. In view of the flexibility 
which multinational enterprises may have, they should strive to assume a leading role in promoting 
security of employment, particularly in countries where the discontinuation of operations is likely to 
accentuate long-term unemployment. 

26. In considering changes in operations (including those resulting from mergers, take-overs or transfers 
of production) which would have major employment effects, multinational enterprises should 
provide reasonable notice of such changes to the appropriate government authorities and 
representatives of the workers in their employment and their organizations so that the implications 
may be examined jointly in order to mitigate adverse effects to the greatest possible extent. This is 
particularly important in the case of the closure of an entity involving collective lay-offs or 
dismissals. 

27. Arbitrary dismissal procedures should be avoided. 5 

28. Governments, in cooperation with multinational as well as national enterprises, should provide 
some form of income protection for workers whose employment has been terminated. 6 

 

4 Convention (No. 111) and Recommendation (No. 111) concerning Discrimination in Respect of 
Employment and Occupation; Convention (No. 100) and Recommendation (No. 90) concerning 
Equal Remuneration for Men and Women Workers for Work of Equal Value. 

5 Recommendation (No. 119) concerning Termination of Employment at the Initiative of the 
Employer. 

6 ibid. 
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Training 

29. Governments, in cooperation with all the parties concerned, should develop national policies for 
vocational training and guidance, closely linked with employment. 7 This is the framework within 
which multinational enterprises should pursue their training policies. 

30. In their operations, multinational enterprises should ensure that relevant training is provided for all 
levels of their employees in the host country, as appropriate, to meet the needs of the enterprise as 
well as the development policies of the country. Such training should, to the extent possible, 
develop generally useful skills and promote career opportunities. This responsibility should be 
carried out, where appropriate, in cooperation with the authorities of the country, employers' and 
workers' organizations and the competent local, national or international institutions. 

31. Multinational enterprises operating in developing countries should participate, along with national 
enterprises, in programmes, including special funds, encouraged by host governments and supported 
by employers' and workers' organizations. These programmes should have the aim of encouraging 
skill formation and development as well as providing vocational guidance, and should be jointly 
administered by the parties which support them. Wherever practicable, multinational enterprises 
should make the services of skilled resource personnel available to help in training programmes 
organized by governments as part of a contribution to national development. 

32. Multinational enterprises, with the cooperation of governments and to the extent consistent with the 
efficient operation of the enterprise, should afford opportunities within the enterprise as a whole to 
broaden the experience of local management in suitable fields such as industrial relations. 

Conditions of work and life 

Wages, benefits and conditions of work 

33. Wages, benefits and conditions of work offered by multinational enterprises should be not less 
favourable to the workers than those offered by comp arable employers in the country concerned. 

34. When multinational enterprises operate in developing countries, where comparable employers may 
not exist, they should provide the best possible wages, benefits and conditions of work, within the 
framework of government policies. 8 These should be related to the economic position of the 
enterprise, but should be at least adequate to satisfy basic needs of the workers and their families. 
Where they provide workers with basic amenities such as housing, medical care or food, these 
amenities should be of a good standard. 9 

35. Governments, especially in developing countries, should endeavour to adopt suitable measures to 
ensure that lower income groups and less developed areas benefit as much as possible from the 
activities of multinational enterprises. 

 

7 Convention (No. 142) and Recommendation (No. 150) concerning Vocational Guidance and 
Vocational Training in the Development of Human Resources. 

8 Recommendation (No. 116) concerning Reduction of Hours of Work. 

9 Convention (No. 110) and Recommendation (No. 110) concerning Conditions of Employment of 
Plantation Workers; Recommendation (No. 115) concerning Workers’ Housing; Recommendation 
(No. 69) concerning Medical Care; Convention (No. 130) and Recommendation (No. 134) 
concerning Medical Care and Sickness Benefits. 
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Minimum age 

36. Multinational enterprises, as well as national enterprises, should respect the minimum age for 
admission to employment or work in order to secure the effective abolition of child labour. 10 

Safety and health 

37. Governments should ensure that both multinational and national enterprises provide adequate safety 
and health standards for their employees. Those governments which have not yet ratified the ILO 
Conventions on Guarding of Machinery (No. 119), Ionising Radiation (No. 115), Benzene (No. 
136) and Occupational Cancer (No. 139) are urged nevertheless to apply to the greatest extent 
possible the principles embodied in these Conventions and in their related Recommendations (Nos. 
118, 114, 144 and 147). The Codes of Practice and Guides in the current list of ILO publications on 
Occupational Safety and Health should also be taken into account. 11 

38. Multinational enterprises should maintain the highest standards of safety and health, in conformity 
with national requirements, bearing in mind their relevant experience within the enterprise as a 
whole, including any knowledge of special hazards. They should also make available to the 
representatives of the workers in the enterprise, and upon request, to the comp etent authorities and 
the workers' and employers' organizations in all countries in which they operate, information on the 
safety and health standards relevant to their local operations, which they observe in other countries. 
In particular, they should make known to those concerned any special hazards and related protective 
measures associated with new products and processes. They, like comparable domestic enterprises, 
should be expected to play a leading role in the examination of causes of industrial safety and health 
hazards and in the application of resulting improvements within the enterprise as a whole. 

39. Multinational enterprises should cooperate in the work of international organizations concerned 
with the preparation and adoption of international safety and health standards. 

40. In accordance with national practice, multinational enterprises should cooperate fully with the 
competent safety and health authorities, the representatives of the workers and their organizations, 
and established safety and health organizations. Where appropriate, matters relating to safety and 
health should be incorporated in agreements with the representatives of the workers and their 
organizations. 

Industrial relations 

41. Multinational enterprises should observe standards of industrial relations not less favourable than 
those observed by comparable employers in the country concerned. 

Freedom of association and the right to organize 

42. Workers employed by multinational enterprises as well as those employed by national enterprises 
should, without distinction whatsoever, have the right to establish and, subject only to the rules of 
the organization concerned, to join organizations of their own choosing without previous 

 

10 Convention No. 138, Article 1; Convention No. 182, Article 1. 

11 The ILO Conventions and Recommendations referred to are listed in the Catalogue of ILO 
Publications on Occupational Safety and Health, ed. 1999, ILO Geneva. See also 
<http://www.ilo.org/public/english/protection/safework/publicat/index.htm>. 
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authorisation. 12 They should also enjoy adequate protection against acts of anti-union 
discrimination in respect of their employment. 13 

43. Organizations representing multinational enterprises or the workers in their employment should 
enjoy adequate protection against any acts of interference by each other or each other's agents or 
members in their establishment, functioning or administration. 14 

44. Where appropriate, in the local circumstances, multinational enterprises should support 
representative employers' organizations. 

45. Governments, where they do not already do so, are urged to apply the principles of Convention No. 
87, Article 5, in view of the importance, in relation to multinational enterprises, of permitting 
organizations representing such enterprises or the workers in their employment to affiliate with 
international organizations of employers and workers of their own choosing. 

46. Where governments of host countries offer special incentives to attract foreign investment, these 
incentives should not include any limitation of the workers' freedom of association or the right to 
organize and bargain collectively. 

47. Representatives of the workers in multinational enterprises should not be hindered from meeting for 
consultation and exchange of views among themselves, provided that the functioning of the 
operations of the enterprise and the normal procedures which govern relationships with 
representatives of the workers and their organizations are not thereby prejudiced. 

48. Governments should not restrict the entry of representatives of employers' and workers' 
organizations who come from other countries at the invitation of the local or national organizations 
concerned for the purpose of consultation on matters of mutual concern, solely on the grounds that 
they seek entry in that capacity. 

Collective bargaining 

49. Workers employed by multinational enterprises should have the right, in accordance with national 
law and practice, to have representative organizations of their own choosing recognized for the 
purpose of collective bargaining. 

50. Measures appropriate to national conditions should be taken, where necessary, to encourage and 
promote the full development and utilization of machinery for voluntary negotiation between 
employers or employers' organizations and workers' organizations, with a view to the regulation of 
terms and conditions of employment by means of collective agreements. 15 

51. Multinational enterprises, as well as national enterprises, should provide workers' representatives 
with such facilities as may be necessary to assist in the development of effective collective 
agreements. 16 

52. Multinational enterprises should enable duly authorized representatives of the workers in their 
employment in each of the countries in which they operate to conduct negotiations with 

 

12 Convention No. 87, Article 2. 

13 Convention No. 98, Article 1(1). 

14 Convention No. 98, Article 2(1). 

15 Convention No. 98, Article 4. 

16 Convention (No. 135) concerning Protection and Facilities to be Afforded to Workers’ 
Representatives in the Undertaking. 
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representatives of management who are authorized to take decisions on the matters under 
negotiation. 

53. Multinational enterprises, in the context of bona fide negotiations with the workers' representatives 
on conditions of employment, or while workers are exercising the right to organize, should not 
threaten to utilize a capacity to transfer the whole or part of an operating unit from the country 
concerned in order to influence unfairly those negotiations or to hinder the exercise of the right to 
organize; nor should they transfer workers from affiliates in foreign countries with a view to 
undermining bona fide negotiations with the workers' representatives or the workers' exercise of 
their right to organize. 

54. Collective agreements should include provisions for the settlement of disputes arising over their 
interpretation and application and for ensuring mutually respected rights and responsibilities. 

55. Multinational enterprises should provide workers' representatives with information required for 
meaningful negotiations with the entity involved and, where this accords with local law and 
practices, should also provide information to enable them to obtain a true and fair view of the 
performance of the entity or, where appropriate, of the enterprise as a whole.  17 

56. Governments should supply to the representatives of workers' organizations on request, where law 
and practice so permit, information on the industries in which the enterprise operates, which would 
help in laying down objective criteria in the collective bargaining process. In this context, 
multinational as well as national enterprises should respond constructively to requests by 
governments for relevant information on their operations. 

Consultation 

57. In multinational as well as in national enterprises, systems devised by mutual agreement between 
employers and workers and their representatives should provide, in accordance with national law 
and practice, for regular consultation on matters of mutual concern. Such consultation should not be 
a substitute for collective bargaining. 18 

Examination of grievances 

58. Multinational as well as national enterprises should respect the right of the workers whom they 
employ to have all their grievances processed in a manner consistent with the following provision: 
any worker who, acting individually or jointly with other workers, considers that he has grounds for 
a grievance should have the right to submit such grievance without suffering any prejudice 
whatsoever as a result, and to have such grievance examined pursuant to an appropriate 
procedure. 19 This is particularly important whenever the multinational enterprises operate in 
countries which do not abide by the principles of ILO Conventions pertaining to freedom of 
association, to the right to organize and bargain collectively and to forced labour. 20 

 

17 Recommendation (No. 129) concerning Communications between Management and Workers 
within the Undertaking. 

18 Recommendation (No. 94) concerning Consultation and Co-operation between Employers and 
Workers at the Level of Undertaking;  Recommendation (No. 129) concerning Communications 
within the Undertaking. 

19 Recommendation (No. 130) concerning the Examination of Grievances within the Undertaking 
with a View to Their Settlement. 

20 Convention (No. 29) concerning Forced or Compulsory Labour; Convention (No. 105) 
concerning the Abolition of Forced Labour; Recommendation (No. 35) concerning Indirect 
Compulsion to Labour. 
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Settlement of industrial disputes 

59. Multinational as well as national enterprises jointly with the representatives and organizations of the 
workers whom they employ should seek to establish voluntary conciliation machinery, appropriate 
to national conditions, which may include provisions for voluntary arbitration, to assist in the 
prevention and settlement of industrial disputes between employers and workers. The voluntary 
conciliation machinery should include equal representation of employers and workers. 21 

 
 
Geneva, 17 November 2000. 

  

 

21 Recommendation (No. 92) concerning Voluntary Conciliation and Arbitration. 
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Annex 

List of international labour Conventions and 
Recommendations referred to in the Tripartite 
Declaration of Principles concerning Multinational 
Enterprises and Social Policy (adopted by the Governing 
Body of the International Labour Office at its 204th Session 
(Geneva, November 1977) as amended at its 279th 
Session (Geneva, November 2000))∗  

Conventions 

No. 29 concerning Forced or Compulsory Labour, 1930 

No. 87 concerning Freedom of Association and Protection of the Right to Organise, 1948 

No. 98 concerning the Application of the Principles of the Right to Organise and to Bargain 
Collectively, 1949 

No. 100 concerning Equal Remuneration for Men and Women Workers for Work of Equal 
Value, 1951 

No. 105 concerning the Abolition of Forced Labour, 1957 

No. 110 concerning Conditions of Employment of Plantation Workers, 1958 

No. 111 concerning Discrimination in Respect of Employment and Occupation, 1958 

No. 115 concerning the Protection of Workers against Ionising Radiations, 1960 

No. 119 concerning the Guarding of Machinery, 1963 

No. 122 concerning Employment Policy, 1964 

No. 130 concerning Medical Care and Sickness Benefits, 1969 

No. 135 concerning Protection and Facilities to be Afforded to Workers' Representatives in the 
Undertaking, 1971 

No. 136 concerning Protection against Hazards of Poisoning arising from Benzene, 1971 

No. 138 concerning Minimum Age for Admission to Employment, 1973 

No. 139 concerning Prevention and Control of Occupational Hazards caused by Carcinogenic 
Substances and Agents, 1974 

No. 142 concerning Vocational Guidance and Vocational Training in the Development of 
Human Resources, 1975 

No. 182 concerning the Prohibition and Immediate Action for the Elimination of the Worst 
Forms of Child Labour, 1999 

 

∗ Copies of the international labour Conventions and Recommendations referred to in the MNE 
Declaration are available upon request to ILO Publications, International Labour Office, 4, route des 
Morillons, CH-1211 Geneva 22, Switzerland, or at http://www.ilo.org. 
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Recommendations 

No. 35 concerning Indirect Compulsion to Labour, 1930 

No. 69 concerning Medical Care, 1944 

No. 90 concerning Equal Remuneration for Men and Women Workers for Work of Equal 
Value, 1951 

No. 92 concerning Voluntary Conciliation and Arbitration, 1951 

No. 94 concerning Consultation and Co-operation between Employers and Workers at the 
Level of the Undertaking, 1952 

No. 110 concerning Conditions of Employment of Plantation Workers, 1958 

No. 111 concerning Discrimination in Respect of Employment and Occupation, 1958 

No. 114 concerning the Protection of Workers against Ionising Radiations, 1960 

No. 115 concerning Workers' Housing, 1961 

No. 116 concerning Reduction of Hours of Work, 1962 

No. 118 concerning the Guarding of Machinery, 1963 

No. 119 concerning Termination of Employment at the Initiative of the Employer, 1963 

No. 122 concerning Employment Policy, 1964 

No. 129 concerning Communications between Management and Workers within the 
Undertaking, 1967 

No. 130 concerning the Examination of Grievances within the Undertaking with a View to 
Their Settlement, 1967 

No. 134 concerning Medical Care and Sickness Benefits, 1969 

No. 144 concerning Protection against Hazards of Poisoning arising from Benzene, 1971 

No. 146 concerning Minimum Age for Admission to Employment, 1973 

No. 147 concerning Prevention and Control of Occupational Hazards caused by Carcinogenic 
Substances and Agents, 1974 

No. 150 concerning Vocational Guidance and Vocational Training in the Development of 
Human Resources, 1975 

No. 190 concerning the Prohibition and Immediate Action for the Elimination of the Worst 
Forms of Child Labour, 1999 
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Addendum I 

List of international labour Conventions and 
Recommendations adopted since 1977 which contain 
provisions relevant to the Tripartite Declaration of 
Principles concerning Multinational Enterprises and 
Social Policy  
(adopted by the Governing Body of the International Labour 
Office at its 238th Session (Geneva, November 1987), as 
amended at its 264th Session (Geneva, November 1995) 
and 279th Session (Geneva, November 2000)) 

A number of international labour Conventions and Recommendations containing provisions 
relevant to the Declaration are referred to in footnotes in the Declaration as well as in an Annex. 
These footnotes do not affect the meaning of the provisions of the Declaration to which they refer. 
They should be considered as references to relevant instruments adopted by the International Labour 
Organization in the corresponding subject areas, which have helped shape the provisions of the 
Declaration. 

Since the adoption of the Declaration by the Governing Body on 16 November 1977, new 
Conventions and Recommendations have been adopted by the International Labour Conference. 
The text below is a consolidation of the lists of Conventions and Recommendations adopted since 
1977 (including those adopted in June 1977), containing provisions relevant to the Declaration. Like 
the footnotes included in the Declaration at the time of its adoption, the new references do not affect 
the meaning of the provisions of the Declaration. 

In keeping with the voluntary nature of the Declaration, all of its provisions, whether derived 
from ILO Conventions and Recommendations or other sources, are recommendatory, except of 
course for provisions in Conventions which are binding on the member States which have ratified 
them.. 

List of Conventions and Recommendations adopted 
since 1977 (inclusive) which contain provisions 
relevant to the Declaration 

Number and tiítle of Conventions and Recommendations Paragraphs of the 
Declaration to 
which the 
instrument is 
relevant  

Conventions 

No. 148 concerning the Protection of Workers against Occupational Hazards in the 
Working Environment due to Air Pollution, Noise and Vibration, 1977 37

No. 154 concerning the Promotion of Collective Bargaining, 1981 9, 50

No. 155 concerning Occupational Safety and Health and the Working Environment, 
1981  

37

No. 156 concerning Workers with Family Responsibilities, 1981  21

No. 158 concerning Termination of Employment at the Initiative of the Employer, 
1982  9, 26, 27, 28

No. 161 concerning Occupational Health Services, 1985  37

No. 162 concerning Safety in the Use of Asbestos, 1986  37

No. 167 concerning Safety and Health in Construction, 1988  37
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Number and tiítle of Conventions and Recommendations Paragraphs of the 
Declaration to 
which the 
instrument is 
relevant  

No. 168 concerning Employment Promotion and Protection against Unemployment, 
1988  13

No. 170 concerning Safety in the Use of Chemicals at Work, 1990  37

No. 173 concerning the Protection of Workers' Claims in the event of the Insolvency 
of their Employer, 1992  

28

No. 174 concerning the Prevention of Major Industrial Accidents, 1993  37

No. 176 concerning Safety and Health in Mines, 1995  37

  

Recommendations  

No. 156 concerning the Protection of Workers against Occupational Hazards in the 
Working Environment Due to Air Pollution, Noise and Vibration, 1977  37

No. 163 concerning the Promotion of Collective Bargaining, 1981  52, 55, 56

 
No. 164 

 
concerning Occupational Safety and Health and the Working Environment, 
1981  

37

No. 165 concerning Workers with Family Responsibilities, 1981  21

No. 166 concerning Termination of Employment at the Initiative of the Employer, 
1982  9, 26, 27, 28

No. 169 concerning Employment Policy, 1984  9, 13

No. 171 concerning Occupational Health Services, 1985  37

No. 172 concerning Safety in the Use of Asbestos, 1986  37

No. 175 concerning Safety and Health in Construction, 1988  37

No. 176 concerning Employment Promotion and Protection against Unemployment, 
1988  13

No. 177 concerning Safety in the Use of Chemicals at Work, 1990  37

No. 180 concerning the Protection of Workers' Claims in the event of the Insolvency 
of their Employer, 1992  28

No. 181 concerning the Prevention of Major Industrial Accidents, 1993  37

No. 183 concerning Safety and Health in Mines, 1995  37

Addendum II 

(adopted by the Governing Body of the International Labour 
Office at its 277th Session (Geneva, March 2000)) 

The International Labour Conference adopted in June 1998 the ILO Declaration on 
Fundamental Principles and Rights at Work. By this adoption, Members renewed their commitment 
to respect, promote and realize the following fundamental principles and rights at work, namely: (a) 
freedom of association and the effective recognition of the right to collective bargaining; (b) the 
elimination of all forms of forced or compulsory labour; (c) the effective abolition of child labour; 
and (d) the elimination of discrimination in respect of employment and occupation. The ILO 
Declaration on Fundamental Principles and Rights at Work applies to all Members. Nevertheless, 
the contribution of multinational enterprises to its implementation can prove an important element 
in the attainment of its objectives. In this context, the interpretation and application of the Tripartite 
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Declaration of Principles concerning Multinational Enterprises and Social Policy should fully take 
into account the objectives of the ILO Declaration on Fundamental Principles and Rights at Work. 
This reference does not in any way affect the voluntary character or the meaning of the provisions 
of the Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy. 

Procedure for the examination of disputes 
concerning the application of the Tripartite 
Declaration of Principles concerning 
Multinational Enterprises and Social Policy by 
means of interpretation of its provisions  
(adopted by the Governing Body of the International Labour 
Office at its 232nd Session (Geneva, March 1986))∗ 

1. The purpose of the procedure is to interpret the provisions of the Declaration when needed to 
resolve a disagreement on their meaning, arising from an actual situation, between parties to whom 
the Declaration is commended. 

2. The procedure should in no way duplicate or conflict with existing national or ILO procedures. 
Thus, it cannot be invoked: 

a) in respect of national law and practice; 

b) in respect of international labour Conventions and Recommendations; 

c) in respect of matters falling under the freedom of association procedure. 

The above means that questions regarding national law and practice should be considered through 
appropriate national machinery; that questions regarding international labour Conventions and 
Recommendations should be examined through the various procedures provided for in articles 19, 
22, 24 and 26 of the Constitution of the ILO, or through government requests to the Office for 
informal interpretation; and that questions concerning freedom of association should be considered 
through the special ILO procedures applicable to that area. 

3. When a request for interpretation of the Declaration is received by the International Labour Office, 
the Office shall acknowledge receipt and bring it before the Officers of the Committee on 
Multinational Enterprises. The Office will inform the government and the central organizations of 
employers and workers concerned of any request for interpretation received directly from an 
organization under paragraph 5 b) and c). 

 The Officers of the Committee on Multinational Enterprises shall decide unanimously after 
consultations in the groups whether the request is receivable under the procedure. If they cannot 
reach agreement the request shall be referred to the full Committee for decision. 

5. Requests for interpretation may be addressed to the Office: 

a) as a rule by the government of a member State acting either on its own initiative or at the 
request of a national organization of employers or workers; 

 

∗ Official Bulletin (Geneva, ILO), 1986, Vol. LXIX, Series  A, No. 3, pp. 196-197 (to replace 
Patr IV of the Procedures adopted by the Governing Body at its 214th Session (November 1980)). 
See Official Bulletin, 1981, Vol. LXIV, Series A, No. 1, pp. 89-90. 
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b) by a national organization of employers or workers, which is representative at the national 
and/or sectoral level, subject to the conditions set out in paragraph 6. Such requests should 
normally be channelled through the central organizations in the country concerned; 

c) by an international organization of employers or workers on behalf of a representative national 
affiliate. 

6. In the case of 5 b) and c), requests may be submitted if it can be demonstrated: 

a) that the government concerned has declined to submit the request to the Office; or 

b) that three months have elapsed since the organization addressed the government without a 
statement of the government's intention. 

7. In the case of receivable requests the Office shall prepare a draft reply in consultation with the 
Officers of the Committee on Multinational Enterprises. All appropriate sources of information 
shall be used, including government, employers’ and workers’ sources in the country concerned. 
The Officers may ask the Office to indicate a period within which the information should be 
provided. 

8. The draft reply to a receivable request shall be considered and approved by the Committee on 
Multinational Enterprises prior to submission to the Governing Body for approval. 

9. The reply when approved by the Governing Body shall be forwarded to the parties concerned and 
published in the Official Bulletin of the International Labour Office. 
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Index 

Tripartite Declaration of Principles concerning 
Multinational Enterprises and Social Policy  

 Paragraphs 
Acquisitions  
 see Take-overs  
Acts of interference  
 protection against   
    43 

Affiliates      53 
Agreements    
  40 

Amenities  
 good standard of    34 
Anti-union discrimination    42 
Appropriate technology   
  19 

Arbitration  
 voluntary     59 
Authorities  
 competent, governmental  17, 18, 26, 30, 38, 40 
Basic human rights     1 
Basic needs    
  1, 34 

Benefits      33, 34 
Benzene Convention (No. 136)    37 
Bona fide negotiations   
  53 

Career opportunities    30 
Changes in operations   
  26 

Child labour    
  36 

Codes of practice and guides    37 
Collective agreements   
  50, 51, 54 

Collective bargaining   
  49, 56, 57 

Conciliation machinery  
 voluntary     59 
Conditions of employment    53 
Conditions of work (and life)    7, 33, 34 
Constitution of the ILO   
  5, 8 

Consultation    
  10, 12, 17, 47, 48, 57 

Contracts with national enterprises   20 
Convention No. 87     9, 45 
Conventions Nos. 98, 111, 122, 138, 182  9 
Conventions Nos. 115, 119, 136, 139   37 
Conventions (of the ILO)    5, 7, 9, 37, 58, Add. I 
Cooperation     3, 6, 18, 28, 29, 30, 32, 39, 40 
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 Paragraphs 
Declaration on Fundamental Principles and Rights at 
Work (of the ILO)  8, Add. II 

Developing countries   
  Preamble, 16, 19, 20, 21, 31, 34, 35 

Development policies   
  1, 30 

Development priorities   
  10 

Discrimination    21, 22, 23, 42 
Dismissal     26, 27 
Dismissal procedures  
 arbitrary    27 
Domestic enterprises   38 
Economic and social progress   2 
Economic and social welfare   1 
Economic growth and development  13 
Employees    25, 30, 37 
Employers    1, 33, 34, 41, 45, 50, 57, 59 
Employers’ organizations   Preamble, 1, 3, 4, 5, 7, 10, 17, 30, 31, 38, 44, 48, 50 
Employers’ representatives   48, 57 

Employment Preamble, 1, 7, 13, 15, 16, 18, 19, 20, 21, 22, 23, 24, 
25, 26, 28, 29, 42, 43, 45, 50, 52, 53 

 conditions of   53 
 discrimination in    23 
 full     13 
 security of     16, 25 
Employment creation    Preamble, 1, 13, 16, 19, 20 
Employment impact    15 
Employment opportunities    1, 16 
Employment policy and objectives   16 
Employment stability      25 
Employment standards    16 
Equal representation of employers and workers  59 
Equality of opportunity and treatment in employment 21, 22, 23 
Forced labour    58 
Foreign investment    46 
 see also Investment  
Freedom of association   1, 46, 58 
Freedom of expression and association  8 
Full employment    13 
Fundamental principles and rights at work 8, Add. II 
General Assembly of the United Nations 8 
Governing Body    Preamble 

Government     Preamble, 1, 3, 4, 5, 7, 9, 10, 12, 13, 14, 16, 21, 22, 23, 
24, 26, 28, 29, 31, 32, 34, 35, 37, 45 46, 48, 56 

Government policies    22, 34 
Grievances     58 
Guarding of Machinery Convention (No. 119) 37 
Home and host countries   1, 4, 12, 14, 15, 18, 19, 30, 46 
Host governments     31 



 

72  H:/Research/Argentina/ Working Paper No 90 – Argentina.doc 

 Paragraphs 
ILO Conventions  
 see Conventions (of the ILO)  
ILO publications on occupational safety and health  37 
Income protection     28 
Industrial Committees    Preamble 
Industrial disputes     59 
Industrial relations     7, 32, 41 
Inequalities of treatment    11 
Information     38, 55, 56 
International Covenants    8 
International direct investment   1 
 see also Investment  
International Labour Conference   Preamble 
International labour Conventions  
 see Conventions (of the ILO)  
International Labour Office    Preamble 
International Labour Organization   Preamble, 5, 7, 8, 37, 58 
International obligations    8 
International organizations    39, 45 
International safety and health standards  39 
International standards    8, 12 
Investment     1, 19, 46 
Ionising Radiation Convention (No. 115)  37 
Labour market     24 
Law      3, 8, 12, 49, 55, 56, 57 
Law and practice     49, 55, 56, 57 
Lay-offs       26 
Less-developed areas    35 
Local management     32 
Local practices     8 
Local raw materials  
 use of     20 
Long-term unemployment    25 
Lower income groups    35 
Manpower planning    17, 25 
Medical care     34 
Mergers      26 
Minimum age     36 

Multinational enterprise   
    

Preamble, 1, 2, 4, 5, 6, 7, 10, 11, 15, 16, 17, 18, 19, 20, 
22, 23, 24, 25, 26, 28, 29, 30, 31, 32, 33, 34, 35, 37, 38, 
39, 40, 41, 42, 43, 44, 45, 47, 49, 51, 52, 53, 55, 56, 57, 

58, 59 
National development    31 
National enterprises     11, 17, 20, 25, 28, 31, 37, 42, 51, 56, 57, 58, 59 
National law and practice    49, 57 
National laws and regulations    8 
National policies     1, 9, 29 
Negotiation     52, 53, 55 
New products and processes   38 
New International Economic Order   2 
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 Paragraphs 
Notice of changes in operations   26 
Organisation for Economic Co-operation and 
Development (OECD) Preamble 

Organizations of workers  
 see Workers’ organizations  
Parent companies     6 
Performance of the entity   
 true and fair view of    55 
Policy objectives     1, 10 
Practice      8, 11, 12, 40, 49, 55, 56, 57 
Principle      Preamble, 4, 5, 6, 7, 8, 9, 11, 20, 22, 37, 45, 58 
Recommendations Nos. 111, 119, 122, 146, 190 9 
Recommendations Nos. 114, 118, 144, 147  37 
Recommendations (of the ILO)   5, 9, 37, Add. I 
Recruitment     22 
Regional Conferences    Preamble 
Regular consultation    57 
Regulations in host countries   12 
Relevant training     30 
Relocation of operations  
 see Changes in operations  
Representatives of management   52 
Right to bargain collectively    46, 58 
 see also Collective bargaining  
Right to organize     46, 53, 58 
Safety and health     37, 38, 39, 40 
Security of employment    16, 25 
Settlement of disputes    54 
Skill formation and development   31 
Social and labour law in host countries  12 
Social development policies    17 
Social policy     Preamble, 5, 9 
Social security      25 
Sovereign rights     8 
Special hazards     38 
Stable employment     25 
Standards of industrial relations   41 
Take-overs     26 
Technologies     1, 19 
Training      7, 22, 29, 30, 31 
Transfers of production    26 
Tripartite Advisory Meeting (on the Relationship of 
Multinational Enterprises and Social Policy)  Preamble 

Tripartite Declaration of Principles concerning 
Multinational Enterprises and Social Policy Preamble, 2, 4, 6, 7, 8, 11, 12, 20 

Tripartite Meeting (of Experts) on the Relationship 
between Multinational Enterprises and Social Policy  Preamble 

Tripartite World Conference on Employment, Income 
Distribution and Social Progress and the International 
Division of Labour  

14 
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 Paragraphs 
United Nations     2, 8 
 Commission on Transnational Corporations Preamble 
Underemployment     13, 14 
Unemployment     13, 14, 25 
Universal Declaration of Human Rights   8 
Vocational training/guidance    29, 31 
Voluntary arbitration     59 
Voluntary conciliation machinery   59 
Voluntary negotiation  
 machinery for    50 
Wages      33, 34 
Workers      1, 18, 28, 33, 34, 42, 43, 45, 49, 53, 57, 58 
Workers’ organizations   
    

Preamble, 1, 3, 4, 5, 7, 10, 17, 18, 26, 30, 31, 38, 40, 
47, 48, 50, 56, 59 

Workers’ representatives    18, 26, 38, 40, 47, 51, 52, 53, 55, 57, 59 
World Employment Conference   Preamble 
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Appendix III 

Conclusions of the Tripartite Sectoral Meeting of 1998 

Conclusions on the human resources dimension  
of structural and regulatory changes and globalization  
in postal and telecommunications services 

The Tripartite Meeting on the Human Resources Dimension of Structural and Regulatory 
Changes and Globalization in Postal and Telecommunications Services, 

Having met in Geneva from 20 to 24 April 1998, 

Adopts this twenty-fourth day of April 1998 the following conclusions: 

General considerations  

1. Postal and telecommunications services have a vital role to play in contributing to the welfare of 
people, the growth of other economic sectors and, more generally, to the development of society as 
a whole and to national and social cohesion. The revolution which, in various parts of the world, has 
been brought about by information technology, changing customer expectations, changes in life and 
work styles and the accompanying working conditions, is directly linked to the development of new 
postal and telecommunications services and to the gradual disappearance of frontiers between these 
activities and other sectors such as financial services, office automation and the media sector as a 
whole. 

2. The regulatory and structural changes witnessed by the postal and telecommunications services 
since the last session of the Joint Committee on Postal and Telecommunications Services in 1991 
have had a major impact. Where national monopolies or private enterprises existed in situations of 
de facto monopoly, they have, in most cases, gradually opened up to competition through the 
liberalization of telecommunications and, in some cases, postal services. 

3. Postal and telecommunications services find themselves at the forefront of the process of 
globalization of the economy. Regulatory and structural changes and, in particular, the full or partial 
privatisation of public operators, have had many repercussions on employment levels, work 
organization, labour relations, training needs and human resources development. 

4.  National competitive pressures and those of globalization must not be used as a pretext to suppress 
or curtail workers' rights or lower conditions of work. One of the main challenges of globalization 
lies in reconciling the need for competitiveness of the industry, the increasingly sophisticated 
demands of the customers, technological change and the need for social justice. The granting of 
licences to operators should be subject to respect for the prevailing working conditions, workers' 
rights and recognition of workers' organizations. 

5. For both employers and workers in postal and telecommunications services, these profound changes 
will have important consequences for training, whether workers remain with their employer or 
move to another company. The jobs of today may no longer be the jobs of tomorrow and workers 
and employers will have to be prepared for the jobs of the future. Social partners will need greater 
cooperation and a flexible approach in training for future employment and adjustment. 

6.  Within the perspective of general employability, governments and social partners will therefore 
have to find the means to update and develop national laws and international labour standards, 
including social security standards, for this new situation. The objective should be to balance a 
certain "mobility" in professional life with social stability and protection. 
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7.  Structural and regulatory changes should take into account the contribution which both the public 
and the private sectors make to the improvement in the quality of services and the maintenance of 
equity in the delivery of services to all consumers. 

The universal service in the postal and telecommunications sector 

8.  The maintenance and guarantee of a universal service in postal and telecommunications services 
varies from country to country and even within countries. Where areas of good provision of such 
services exist side by side with areas which are badly equipped or where such a service does not 
exist at all, the absence of such a service can lead to a situation where national and social cohesion 
is jeopardized. 

9. It is the responsibility of governments and regulatory authorities to ensure a framework for the 
provision and funding of a universal service, whether through government or private funding. The 
provision of the universal service should be periodically reviewed to take account of new services. 

10. In the development of these funding parameters, multinational enterprises may play an important 
part in contributing towards the development of the universal service. 

Employment and training 

11. It is difficult to assess whether the creation of new employment opportunities in the recently 
established communications services will fully compensate for the job losses which are occurring 
due to technological, structural and regulatory changes as well as the management policies in 
enterprises. 

12. Various measures, including training and retraining, should be implemented to enhance equal 
opportunities consistent with national legislation. With regard to gender equality, this would include 
the facilitation of lateral movement into jobs that are not undertaken traditionally by the respective 
genders (for example, female operators moving to engineering technician jobs) and the opening up 
of career progression opportunities, particularly for women. An important aim should be to allow 
employees to reconcile their work and family responsibilities whilst continuing to meet the business 
and customer requirements. The social partners should seek to develop these measures through their 
established consultative and negotiation processes as appropriate. 

13. In times of rapid structural and regulatory change, whilst it may be difficult to predict the number of 
jobs which will be created or required, this serves to emphasize the importance of resource 
planning. This should take into account the need to provide new services to satisfy consumer 
demand thereby creating the potential for new job opportunities. 

14. Continual training and development of workers are indispensable if competencies are to be adapted 
to meet future needs in terms of organization, improving job satisfaction, ensuring training and 
career development, enhancing job opportunities, benefiting from technical progress and reaching 
the objectives required to respond efficiently to the expectations of consumers as a whole. This is 
despite the fact that competition will bring about a high degree of turnover of postal and 
telecommunication employees. 

15. Both employers and governments have a responsibility and an interest in ensuring the ongoing 
development and reskilling of employees. However, access to the workplace both for young people 
and others seeking employment remains a critical issue. Both employers and governments recognize 
the importance of facilitating such employment access. 

Labour relations 

16. Postal and telecommunications workers have the right to organize collectively and to be represented 
by free and independent workers' organizations in accordance with international labour standards 
concerning freedom of association, workers' organizations' rights and collective bargaining. 

17. There should be good labour relations in the postal and telecommunications sector including 
openness and sharing of information on a timely basis. Workers and their organizations should be 
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informed of the strategic decisions of operators and their views should be taken into account 
particularly with regard to human resources implications. 

18. Workers and their organizations in the postal and telecommunications services should be involved 
at all appropriate levels of the restructuring process if the reforms are to fully achieve their 
objectives of efficient and quality service. The process of restructuring must not undermine existing 
collective bargaining arrangements. 

Remuneration 

19. Performance-related arrangements can form part of the overall remuneration package including 
performance bonuses, individual incentives, group incentives and employee stock for the 
achievement of objectives and can be effective motivational tools and increase workers' loyalty. It is 
important that these arrangements are transparent and regarded as fair and equitable. These 
performance-related arrangements will be subject to existing collective bargaining arrangements. 

Terms and conditions of employment 

20. The coexistence of civil servants and public and private contractual employees within the postal and 
telecommunications sectors or within the same enterprise creates delicate management problems, 
particularly as regards the rights of salaried workers and the public financing of retirement pensions. 
The transition from public service status, of which a large group of telecommunications staff and 
even more postal staff are beneficiaries, towards private employment contract law rights requires a 
thorough reflection by the social partners and governments to find innovative and adequate 
solutions. Considering the need for flexibility and adaptation to markets by the operators, such 
solutions should balance the necessity for employment stability required by workers as well as the 
need for flexibility. These original solutions should also take account of historical, legal and 
budgetary considerations. 

21. Workers and employers can, through a process of joint consultation and negotiation where 
appropriate, facilitate the attainment of both employment security and job flexibility and thereby 
actively contribute to the success of the enterprise. The competencies and potential of employees 
can be maximized to the advantage of both the enterprise and the individual through reappraisal of 
job design. 

Role of the ILO 

22. The ILO has an important role to play in the promotion of sound labour relations and of the 
Organization's values in the work of other international agencies. The ILO should study and 
disseminate to all member States results on best practices in new ways of organizing work, such as 
social and technical approaches, group work, virtual groups and telework. Because of its various 
impacts on employment, flexibility, which could satisfy the needs of both employers and workers, 
should be examined from functional and numerical perspectives. 

23. Several ILO instruments, including some recent ones, are particularly relevant to the new structural 
and regulatory developments in postal and telecommunications services. Governments should be 
encouraged to ratify and ensure the full implementation of all appropriate Conventions and take into 
account the relevant Recommendations in carrying out structural adjustment and regulatory policies. 
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Appendix IV 

Code of Conduct between Telefónica de España 
and Union Network International (UNI) 

Uni-Telefónica Code of Conduct 

Preamble 

The present agreement is being signed as a follow up to the Protocol signed between the 
parties in April 2000 in which “the negotiation of a code of conduct” to maintain trade union and 
workers rights in all Telefónica activities world wide had been agreed. 

In their capacities the General Secretary of UNI and the President of Telefónica S.A. agree on 
the following code of conduct based on the following principles: 

The Parties common recognition of fundamental human rights 
in the community and the workplace 

1. UNI and Telefónica affirm their support for fundamental human rights in the community. That 
is: 

Ø Employment is freely chosen. In agreement with ILO Conventions 29 and 105. 

Ø There is no discrimination in employment, all workers shall have equality of 
opportunity and treatment regardless of their ethnic origin, colour, gender, religion or 
political opinion. Workers shall receive equal pay for work of equal value. (ILO 
Conventions 100 and 111). 

Ø Abolition of child labour: 

— Child labour shall not be used. Only workers above the age of 15years, or over the 
compulsory school-leaving age if higher, shall be employed. (ILO Convention 
138). 

— Children under the age of 18 shall not perform work which, by its nature or the 
circumstances in which it is carried out, is likely to harm the health, safety or 
education of children. (ILO Convention 182). 

2. UNI and Telefónica affirm their support for fundamental human rights in the workplace. 

In that respect the company agrees to; comply with the ILO conventions on freedom of 
association and trade union rights, to recognise the right to organise and the right of trade unions to 
represent and negotiate on behalf of the workers, and to comply with minimum standards in respect 
of wages and working conditions. 

Ø Freedom of association and the right to collective bargaining  

— All workers shall have the right to form and join trade unions. (ILO Convention 87).  

— Where UNI affiliates represent the workers employed in companies owned by 
Telefónica – and itssubsidiaries – the company shall recognise the right of unions to 
represent said workers in: 

a) Collective bargaining. (ILO Convention 98) On their part unions will agree to 
negotiate in good faith, are aware of the necessity to find the best practices which 



 

J:\COMMON\Working Paper No 90 - Argentina.doc  79 

guarantee the development of the companies and their viability, which eventually is 
the best guarantee of the employment of for the workers. 

b) Any procedures settlement of disputes. 

c) Negotiations and consultations in all matters affecting jobs and training. 

d) Where no trade union exists, the company shall adopt a neutral view and shall not 
prevent workers from organising. It shall also respect the right of trade unions to 
organise employees. 

Ø The right to represent workers  

 The company guarantees that workers representatives shall not be discriminated against and 
shall have access to all workplaces necessary to enable them to carry out their representation 
functions. (ILO Convention 135) 

Ø Minimum wages  

 Workers shall be paid wages and benefits that are at least as favourable as those established by 
national legislation or agreements, for work of the sector concerned. No worker shall be paid 
less than the legal minimum wage which shall always be sufficient to meet basic needs of 
workers and their families. (ILO Conventions 94, 95, and 131).  

All workers will be provided with clear information about wage conditions.  

Ø Working day 

 The working day will meet as a minimum, the requirements of appropriate national legislation, 
or national agreements and/or industry standards (ILO Conventions 1, 47 and 
Recommendation No. 116). 

Overtime shall be voluntary wherever possible, and shall not be a substitute for inadequate 
regular wages.  

The Parties common recognition of the need to contribute to improvement 
of conditions in the workplace and the community 

3. UNI and Telefónica confirm their support and respect for applicable standards for the 
environment, security, and health and safety at the workplace. That is:  

Ø The guarantee that work places are safe and do not imply risk for the security and 
health of workers (ILO Convention 155). 

Best occupational health and safety practice shall be observed, safety equipment shall be 
provided when necessary, to prevent as much as possible, accident hazards, and harmful 
affects for health. 

Ø The co-operation of workers and their representatives for the observance of the 
adopted measures to guarantee health and security and they will receive the 
appropriate information and training in the area of occupational health and safety. 

Ø Respect for others at work. Workers should observe harmonious relations avoiding any 
behaviour that implies a lack of respect or scorn towards other employees. Those that are 
responsible for a working team should fairly distribute tasks, both in the amount and the 
quality of that work. 
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4. UNI and Telefónica reaffirm their support for the conditions in Telefónica’s community: 

Ø Training  

 All workers shall be given the opportunity to participate in training programmes 
especially those meant to improve workers skills to use new technology. 

Ø Employment stability  

 National legislation and agreements shall be respected, trying wherever reasonably 
possible to create stable employment. 

Respect for the environment 

UNI and Telefónica share concerns about the impact that the operation of Telefónica’s 
business may have upon the environment and will commit to taking all efforts to ensuring that all 
environmental concerns are met. 

Implementation 

Ø Telefónica S.A. will provide information concerning this agreement to all companies of the 
Group. 

Ø Both parties shall be responsible for the administration and implementation of this agreement. 
To that end they will engage in ongoing dialogue and they will meet regularly. Any difference 
arising from the interpretation or implementation of this agreement will be examined jointly, 
for the purpose of making recommendations to the parties in conflict. A group will be 
appointed that comprises three members from Telefónica and three members from UNI 
(UGT/CC:OO –UNI) to examine and report to the President of Telefónica and the General 
Secretary of UNI. 

Ø As Telefónica considers the respect for workers rights mentioned in this agreement are to be 
an element of progress in the industrial relations, the company will tell the companies that 
would like to provide contracts and services the need to adhere to these principles. 

Duration 

The duration of this agreement is five years, after which this agreement will be evaluated and 
may be prolonged for a new period. 

Signed this 12th day of March 2001. 

 

Philip Jennings; César Alierta, 

UNI General Secretary. President Telefónica. 

 

Alejandro de Llano, Jesús Vesperinas; 

Unión General de Trabajadores (UGT).  Comisiones Obreras (CCOO). 
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