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Iniroduction

Unemployment is so high in Spain (22 per c2nt of the active population, about
double that of the Eurgpean average), that it can be considered as the major
national problem. Spain has implemented the same policies as other
industrizlised countries in order (o reduce unemployment or create new jobs,
All these policies {early retirement, professional readjusiment, subsidies to
epterprises, youth employment, programmes for developing local activities,
advanee payment of social security programemaes, etc.} have been of little use,
Mo, it s clear that the problem of unemployment has to be sct withio the
framewaik of the complex sociopolitical system if a serious sofution Is to be
found. A orbernetic approach s going 3 be set up which will prove the
usefulness of integrating political and economic variables and contral their
results.

The first prerequisite for such an endeavour would be planning. But planning
does pot have a good reputation nowadays, due mainly to the growing neo-
literal coneext. Alss some vested interests of the &ite tend to be against big
nztional plans. The second prevequisite is the need for modelling the complex
sociopolitical system, which is not always easy!1], together with the need for
its validation[2*, Nevertheless many writers;3-8], and in general the Bachue
family of [LO have proved that modelling and planning at the macro level
is an essential pofilical instcument far tackling unemployment and development.
Wery e of '8!, Sachs/l] and Choukroun 2], are especially aware of the role of
sysfems theary o comples modelling.

Quantification of the Spanish Case
Az we have scen, Spain has & serious problem of uremployment, Buot at the
game time, [wo other issues are also invelved, The fest is the lack of basic
infrastructure such as motorways, reads, forestry, etc., as well as public services
{medical, sanitary, legal, and 50 on). Several studies reveal that in Spain there
is much to be done if Spaniards really want $0 compare themselves against
European standards. Comman sense would dictate that if there are more than
three miflion unemploved and so many things needed, why not employ these
people in satisfving those needs,

The Grst ohstacle is, of course, financial, Where is the money to pay the
people and for the equipment? Strangely enough, there seems to be a salution
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to the Fnancial problem: Spain has one of the lowest taxpaying levels among : Unemployment
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18,5 the EC countries, According to the authars' estimates, Spain is nine points
below the theoretical curve which measures fiscal effort in Eurape At the same
time, the rentoval af other government irrationalities could releass the necessary
40 financial means sufficiently to create more than one million productive jobs
L inthe Spanish sconomy, a5 describad below.,
What does this mean from the point of view of systems theory? [t means
that these thrae disequilibria: (1) higher anemployment; (2) fewer services, and
{1 lower taxpaying elfort, offer the passibility of achieving & higher degree
of synecgetic organisation; or, in other words, the simulianeous existence of
these three “Furopean differantials™ makes it possibie o eliminate them. In
Spain’s case, it is not desirable just to apply the ecanomic palicies of other
more developed countries, but to adjust them to Spanish passibilities and needs.
The SOSISGEM model is a lirst proof that it can be done.
The SQOSISGEM model is composed of three main parts:

{1} the inputs or additional financial respurces obtained;

(2) the distribution of these resoUrCes among strategic ECONOMIC Seclocs
{public works, tcology, industry and services) and some key factors {ie
less social security to be paid by enterprises);

{1) the outcome or final results of the madel.

O the basis of this model, a simplified operative model {Figure 1) was st
up which has only 31 variables related through the same number of equalions
(Tables 1 and [1). This model has been run dynamically for the theee-year period
(1987-1949).

Let us First make clear the foracast volume of incorning and outgoing financial
flows. [nput or additicnal resources to be obtained during the three-year-period
[947-3% and based on given estimates®, the Aows foc 1987-89 have heen calelated
¢ be as shown in Table LIL Cutputs or distribution of additional resources during
1987-39 are shown in Table V. It is assumed that this distribution of available
financial means will activate the sconomic sysiem, The problem now is to check
against 2 macroeconontic model to see what the global socioeconomis effects
of such a policy will be. The economic and sacial hypothesss age as fodlows: ;
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Economic Hypothesis

A given redistribution of the available financial resources, as well as the
utilisation of new ores in certain sectors, will generate the following changes \

in the overall economy!
@ Increase of employment
# Increase of GDP.
@ Decrease of public deficit
® An acceptable degree of inflation

Figure 1.
Sunplified
SOS|SGEN Model
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*The szimates are given [n Chapters 2-3 of the draft of the SOSISGEM model (nat pullizhed),
adirory: E Parcu-Luna and LA, Garmendia, Universidad Complutense, 98T,
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Tabke L

Variables of the
Redduced SOS[SGEN
Model

YIDEUEX
Xxr
XCREDI
XDF

YDF

M

XM

YRAL

SE
XGopP
XOECOL
XOSERY
XGIND
XEECOL
XESERY
NEIND
XPIBOREU
XPIRELC (L
XFPIBSERYV
XPIBIND
YECUSU
XRF

1P o
PIB

¥

G

R

TS5FY
Orher Variables:
XFPLBC
XPIBR
EL{OSU
PEIBC
FPIBR
KT

Decrease of Inaterssis of Foreign Debt
Increase of Tax Revenus

Increase gf Loans for Industrial Envestments
Incrense of Total Stace Budger

Decrease of Public Deficit

Maoaey Suppty

Increase of Money Supply

Decrease of Saluries and Wages

External Sector

Increase of Investments in Public Warks
Increass of Investmends in Ecological Seceor
Increase of Investments in Public Sectar
Incresse of Employment in Public Works
inereass of Employment in Ecological Sector
Increase of Employiment in Public Services Sectar
Inerease of Employment in industirial Sector
Ingrepse of GOF in Public Works

Iniimase of GDP in Ecologica] Sector
Increase af GOP in Fublic Services Seclar
inergase of CGOP in Industrial Seotar
Drecrease of Black Economy

Increase of Tax Rovenuee

Consumprign Price [adex

Grads Domestic Product (GDP)

Velocity of Monay

Differermial af Lozn [nterests

Tt Coeflicient on GDOP

Decrease of Social Security Paid by Eoterprises

Increase of Qfficlly Kecorded GDP

[nereass of Actual GOP

Black Econamy

Percentage Increase of GDP (OFfcially Recosded)
Percemage bnvreasz of GOP [Azxual)

Increase of Total Expenditure

o il

27,
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. XTIP + XCREDI + YIDEUEX = XDBF

I mgl + gl + g3+ g3 + Kkl +Kk2
XDFgl = XGOPLU

XDrgz = XGECOL

XDFgl = XGSERY

XDFgd = XGIND

_ k1l = YSSPY

k1 = Ot
XTG = XGOPU + XOECOL + XOSERY « NOIND + YS5FY + DI

. YDP = XDF = XT0G
- ¢l (XGOPLN ET, = XEGPU
. &2 {MOECOL} ET, = XEECOL

€3 (XGSERY) ET, = XESERY

o4 {XGTHD) ET, = XEIND
. XETOTAL = XEQPL + XEECOL + XESERY + MEIND

pl {(XEOPL) = XPIROPU

. p2 (XEECOL) = XPIBECOL
. pl (XESERY] = XPBIBSERY

. p4 (XEIND) = XPIRIND

. XPIBC = XFIBQFU + XPIBECOL + XFIBSERY + XPIBIND
. XPPIBC = {XPIEC x IO0MFIB,

- XPPIBR = (XPIBR x 100)PIB

. XRF = XP[BC x R

. XIP = XRF

. ECOSU = PIB (71100

. YECOSU = ECOSL (10100

XPIBR = XP[AL - YECOSU

272 XPIBR = XFIBC — YECOSL' - XPIRECOL - MPIEERY

28.
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XM = XCREDI + (XPIBR x M, /PIB, )
M, + XM)¥

IPC = ’
(PIAL_| + XPIBR) (I - IPC_ )

M o= M, + XM
FlB = PIB,_, + XPiBC

Unemployment
in Spain

43

Table 1L
Egquzlirias and
vatiors of
SOSISCEM Madel




Kybernetes i Results ] Unemployment
18,5 Resources ohiginable Pricuas - A fiest application of the reduced SOSISGEN model was made with the in Spain
{biltions) - following variations or scenarios:
Increase of taxe 1625 {1) Hypotheses 1, 2 and 3 depending on the percentage of investment and
44 Drcrease of rax fraud e expenditure initially foreseen {see Table 110} 45
Execrense of "ux apendiure” 0,900 {2) Deducting, or not, from the annual increase of GDE, the decrease of
Bationalisation of the Social Security System 0,300 the black sconomy brought about by the application of the model.
Decrease of unemphoyment social security {1) Deducting, or not, from the annual increase of GDP, the part produced
benelts B by the ecological and services sector which might be considered hittls
Reduction of clvil service sataries o7 “produciive” (i£. streetcleaning br increasing the number of health
Anticipared amonisarion of foreign debt 0450 inspectors). This deduction is made only in the guantitative formula
Tuble 111 Loans For houssbuilding 0.79% of money in arder (o estimate the rate of inflation and thereby take more
Estimated Financial Loars to industrial and orher activilies 0,650 _ completely into consideration the additionat inflationist tension which
Inflows, 1987-89 - — - } results from adopting the model.
{4) Considering that the assumed profitability of investment might be
) retarded or displaced. INaturally it is not realistic to assume that each
;,‘-;;Ff“ year's investmant will prove to be 100 per cent operationally profitable
(bsltion s} {producing real GDP) from the very first moment, as under this first
Loan interest differential 0161 hypothesis, That is why the model was simulated on a more cealistic
Comstruction zod public works z- 82 assumplion, that is, in the first year, investment [s considered to be only
Development of public services IISTS gne-third profitable, the second two-thirds profitable, and the third EO7
Bevelopment of indugirial and other econemic activities at dhe pereca profitable.
loal level 0,690
Tabls 1¥. T 771 Development of the goglogical svirem L.374 : 5 7 See—e T T
Estimaied Finaneial Mare secial secuzity paid by the S3ate (ard less by enlerprised 1125 : L9ET 1944 198%
Dusflaws, 1937-29 o i -
Hypachesis 1
Soclaf Hyporhesis OFU-COMS 075 .83 0.5
This cedistribution of financial resources would imply the following changes: ECOL 0.50 .73 0.35
& An improvement of the ecolagical sec SERY ik e L
el =m o 2 eColdgLca g hor INE-TL 0.2% )00 1.00
® A decrease of the black economy
. i Hypatheiis I
# A more rational tax policy
. avee OPFU-CONS 0.8 055 1.00
® A higher degree of worker participation o the enterprise ECOL 078 %0 LiH}
& A decrease in labour disputes SERY 0.85 0.91 LG
& A decrease of ahsenteeism TNEEIL 6.70 L 1N
# A higher degree of enlerprise security Hypathesis 3
® A decrease of criminalicy OPLU-CONS L [ |
# An increase of the cultural [evel ECOL : ' ! Tahke ¥.
SERY ! ! 1 Soenarios on
r ;O A IND-§ I | 1 Propoections of
We shal} see {a what extent these Forecasts could materialise, especially the k |n:2':!m¢ﬂt and
CoCHCITIIC Ones. = : Expesditure
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The most favoutable and the least favourable hypotheses have been picked
out from among the 24 simulated assumptions. The former is based on the
following premises: (1} using hypothesis 3 of Table ¥, in which 100 per cent
investment is achieved: (2) without deducting the black sconomy (reduced by
the models action); (1) without deducting the GDP produced by the Ecological
and Services Sectors; (4) by assuming thal GDP will be 100 per eent ducing
each pericd. Under this more favourable assumption, the results would be:

& The additional tax collection or that resulting from the model supposas
335 billion pesetas the first year, 374 billion the second, attalning 438
billion in the thind.

& A total of 924,000 jobs are created during the first year, which builds
up to 1265 million the last year

® Public deficit falls by 164 billion pesetas the first year and 216 billion
during the last year.

® Economie growth {additional or due to the model) is 4.5 per cent during
the first year, almost (wo negative points the second, and nine negative
points the last.

On the contrary, the most unfavourable of the 24 hypotheses would be the
one based oo the following premises: (1) use of hypothesis 1 of Table ¥; {23
dedueting the black economy: (33 deduction of GDP generated by Ecology
and Services: znd {4) the assumetion that one-third of GDP is praduced each
yezr. Under the worst assumption, the results would be:

@ the additional tax collection or that generated by the mode! is 207 billion
pesetas the first year, 121 billion the second, and 395 billion the third.
@ Public deficit falls by 36 billion pesetas the first year, 204 billion the
second, and 171 Giflion the thied,
@ The wotal number of jobs created is $79,000 the first year, 834,000 the
second, buitding up to 1.11 million in the third. ’
8 Addilional eeonomic growth, or growth due to the model, is O per cent
tite irst year, L7 per cent the second, and 2.3 per cent the third.
& Lasty, the level of fnon-additonal} inflation reached by the Spanish
economy i clase Lo ¥ per cent the first year, 10 per cent the second and
Il per cent the third.
The complete intermediate results betweern these two extremes can be geen in
the 24 scetnarios developad by the original madel. 1t would be illogical to think
that the appropriats adoption of this model in Spain would produce resulls
closer to the average of the 24 variations, than to any of the two best/worst
extremes shown. This average owtoome is showna in Table ¥IL

Conchislan
The solutions adopted owtside the framawark of national policies have proved
to be insufficient. Sipce 1978 Spain has adopted the same specifie, isolated
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1547 1948 1959

(1) Publle defizit {billion Pras.) ol b2 .2
(2) Employment created {pocumulated

number of jobs, thousands) T2 o6 1,748
(3} Porentage addicions| GOP

tolficially

secpunted) 14 41 45
(d) Percentage additional GDP

{actual} 26 3z L¥ ]
(5 [afatioo (%) 51 il 140

r policies a5 other European countries (zarly retirement, less working howrs, :tr,l‘.‘,i
but unemployment has been constantly increasing. [n comtrast, a systemic

approach proposes the SOSISGEM Mode! which integraies economic with
social and political variables and tries Lo optimise the best possible combination
of them {some 15 variables are treated through a system of M equations), The
madel developed pinpoints ways of reducing unemployment in Spain
substantially. [ts main results are:

the creation of more than one million jobs;

an additional 3 per cent increase in GNE;

the reduction of Fuhlic leficit by about one-third; and

maintaining infation around two paints on the “normal level™, that is
to say, without application of the model.

Politically speaking, nevertheless, the main drawback of the model is the need
to increase public expenditure in Spain, which is tabu for the right-wing political
forces. Therefors, the key variable of the model is 2 political agrement between

these Eorces and the govesnment, According to this systemic mode!, the problem
of unemploymant is not ol an economic but 2 social nature and henoe must

te tackled sociopolitically.
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