
            D ipartimento della funzione pubblica 

 

Compensation in the public services:                  
macro regulation during and after the crisis.                                        

The Italian experience 
 

Leonello Tronti 
(Civil Service Department) 

 
Oecd, Paris, 9 december, 2010 



Slide 2 

Wages in the private and the public sector, 2000-2009 

• From 2000 onward the rate of growth of civil servants’ 
wages has far exceeded that of the private sector:  
– While the 2000-2009 average yearly rate of growth of real unit 

wages has been 1.9 per cent for public sector employees, that 
of private sector wage earners has been 0.5 per cent (Chart 1).  

• The public employees’ advantage in wage growth has 
taken place in a period in which the economic 
effectiveness/sustainability of Civil Service was decreasing 
at a yearly rate of -0,8%.  
– In the chart, the effectiveness/sustainability performance of 

public labour is measured by a composite index of GDP, per 
capita disposable income and labour productivity per unit of 
labour in the public sector (Golino, Minicucci and Tronti, 2008). 
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The growth of real wages for civil servants and for 
private sector wage earners – 2000-2009 
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A  three-step roadmap 

• Conscious of these problems and willing to provide new 
solutions, the Government has therefore moved since 
2008 in three different directions: 

1. Closing as soon as possible all open wage agreements for 
2006-2007 and 2008-2009; 

2. Introducing new norms in order to establish a closer link 
between the wage increases and the budget performance of 
the Administrations; 

3.  Enacting a structural reform of the collective bargaining 
system for the whole economy and launching a new system for 
public sector employees. 
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First step: the 30 October 2008 Protocol 

• The closure of 2006-07 and 2008-09 pending collective 
wage agreements has been achieved through the 
implementation of the Protocol signed by five civil 
servants trade unions (Cisl, Uil, Confsal, Ugl, Usae), but 
not by Cgil (the major and more militant union), on 30 
October 2008. 
– This package has implied a growth of basic wages (including 

arrears for the 2006-2007 period) by 4.1% in 2008 and 3.0% in 
2009.  

– However, due to savings in locally bargained wage items and 
cuts in employment turnover, the growth of total labour cost for 
public employees has slowed down to 3.6% in 2008 and 1.0% in 
2009.  
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Second step: Cutting and reshaping performance pay 

• As from 1 January 2009, the additional local bargaining funds, 
applicable to the whole civil service, have been cut by a 190 million 
euro reduction.  
– However, the law also provided for the creation of a new fund, partially 

earmarked for additional local bargaining, with an initial allocation up to 160 
million euro.  The fund would have been additionally financed through 
savings deriving from cuts in consultancies and contracts to civil servants 

• The law also provided for a one-year suspension in 2009, for some 
categories of civil servants (approximately 330,000 employees or 
9% of total public sector), of all “complementary wage items” 
based on legislative provisions rather than collective agreements.  
– The cut amounted to approximately 510 million euro.  
– Starting from 2010, a great part of these funds were to be allocated to the 

fund for local wage bargaining, so as to reward civil service through 
collective bargaining based on merits and actual achievements, instead of ad 
hoc laws benefiting specific groups of public employees. 
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Step three: Reforming the bargaining model 

• The Government has also signed, together with all the Italian employers’ 
organisations and all trade unions -  except Cgil - a framework agreement on a 
new bargaining model  (the 22 January 2009 “Framework Agreement on the 
Reform of Bargaining Arrangements”), updating the collective bargaining model 
of Protocol ’93.  

• The new model, that implements a three-year (instead of the previous two-year) 
national basic wage agreement and ensures effective incentives for a timely 
renewal of agreements, is aimed at assuring a stricter link of wages to local and 
personal performance results, meanwhile enhancing the role of additional local 
wages with respect to the national basic wage.  

• The new agreement contains anyhow special provisions for civil servants, and 
later on, on 30 April 2009, the Government signed with all the major public 
employees’ trade unions, always with the exception of Cgil, a further “specific 
agreement” for implementing the general framework agreement in the public 
sector.  
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The new bargaining model 

• Under local bargaining, additional wage items will be calculated by 
reference to the achievements in implementing programmes agreed 
between the parties, whose objective is to increase productivity, quality, 
effectiveness, innovation, and/or organisational efficiency and any other 
elements improving the Administration performance, in terms of 
customer satisfaction and outlay savings due to better management.  

• To ensure a more coherent accountability of management on the 
performance of every Administration and every functional/management 
inner structure, the “specific agreement” of 30 April 2009 foresees the 
establishment of a central body entrusted with the task of directing, co-
ordinating and supervising the exercise of independent assessment 
functions, so to ensure transparency of the systems, as well as 
comparability and visibility of the management performance indices.  

• This provision has been implemented through the creation of the 
National Performance Assessment System and the new regulations on 
transparency and disclosure. 
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Three “functional equivalents” of the market 

• In a nutshell, the reform identifies some functional 
equivalents of competition to make public managers 
more accountable, achieve more responsible collective 
agreements and spur public sector employees to engage 
into a continuous improvement of productive processes 
and services.  

• The functional equivalents that give “voice” to the 
relevant stakeholders or improve the “loyalty” of civil 
servants to their mission are:  
a) information disclosure to the general public,  
b) customer satisfaction,  
c) performance evaluation,  
d) individual rewarding and meritocracy. 
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The reform and the maneoevre 

• In 2010, the international crisis and the domestic problems of 
public finance exerted significant effects on public contracts, 
forcing the government to launch a corrective manoeuvre that 
limits considerably the availability of resources for the 
remuneration of civil servants.  

• Decree-Law May 31, 2010, n.78 stipulates, among the measures to 
curb spending:   
a) the suspension without recovery of national basic wage bargaining 

procedures for the years 2010-2012,  
b) the block until 2013 to the 2010 amount of individual remuneration for all 

public sector employees,  
c) a reduction in managers' pay by 5 percent for the range of pay between 

90,000 and 150,000 per year and 10 percent over 150,000,  
d) the tightening of restrictions already in force for the employment turnover in 

government departments, agencies, public bodies and public research 
institutes.  
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Step four: The impact of the manoeuvre 

• The financial impact of all measures considered is around 9.5 billion 
Euros between 2010 and 2012.  
– Of these, approximately 7.5 billion are related to the one block of bargaining 

for the contract period 2010-2012.  
– And other very relevant savings will result from the reduction of about 

260,000 employees between 2008 and 2013, due to the employment 
turnover block (-7.2%). 

 

• Assuming per capita wages in the private sector grow over the four 
years 2010-2013 with the rules of the 2009 new bargaining model, 
while civil servants remain locked to the values of 2010,  in 2013 
there would be a substantial realignment of the two sectors level of 
growth with respect to the base year (Chart 2). 
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The growth of nominal wages for civil servants and for private 
sector wage earners – 2000-2013 (indices, 2000=100)  
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