
BUENOS AIRES: Like many Argentine businessmen,
Marco Meloni is doing everything he can to avoid
laying off staff at his textile factory despite a slump
in sales, more than 70 percent interest rates and
soaring utility bills. The reason? He doesn’t have the
money to fire anyone. A little-reported and unusual
feature of the economic crisis gripping Latin Amer-
ica’s third-largest economy is the absence of many
workers losing their jobs.

Small businesses, the biggest employer in Ar-
gentina, have been hardest hit by inflation that is
nearly 48 percent, a tumbling peso, and major cuts
to subsidies for public utilities that have sharply in-
creased companies’ operating costs. But the unem-
ployment rate has barely budged from 9 percent.

Reuters interviews with business owners in tex-
tile, plastic, clothing and paint industries, government
officials and union leaders show that many firms are
adopting different strategies to try to survive until
the economy begins to recover, which the Interna-
tional Monetary Fund expects to begin in the second
quarter. Firms are reducing working hours, halting
production on some days, cutting shifts and making
workers take their vacations now in anticipation of
more customer demand once the economy lifts.

The workforce contracted by just 120,000 reg-
istered workers between October 2017 and October
2018, the latest government data reviewed by
Reuters shows. That represents about 1 percent of
the 12 million-strong labor force. In contrast, the
United States lost about 6 percent, or some 8.7 mil-
lion people, of its workforce during the two years of
the 2007/08 Great Recession as companies laid off

workers to stay afloat. Argentina has some of the
world’s most generous labor laws and they are mak-
ing it more difficult for small business owners like
Meloni to adapt to an economy now in recession.
Typically in a tough economic climate a company
might be expected to reduce its workforce to cut
costs. But in Argentina taking that step could dra-
matically increase costs and potentially push a com-
pany into bankruptcy.

Introduced by successive populist Peronist gov-
ernments since the 1940s, the labor laws make the
country one of the most expensive in Latin America
to employ, or fire, a worker. Argentine companies are
required to pay workers laid off a month for every
year of service plus at least one additional month
simply for informing them they are being fired. And
crucially, there is no cap on how much a company
needs to pay. In contrast, neighboring Chile has a cap
on severance pay. Layoff costs in Argentina are
among the highest in the world, according to the
World Bank’s Doing Business project, which meas-
ures business regulations in 190 economies.

Giving notice
The Argentine labor laws have helped to contain

what could have been a big increase in the unem-
ployment rate. In addition, President Mauricio Macri,
a free marketer who wants to reform the country’s
rigid labor system to encourage foreign investment,
is taking steps to dissuade companies from firing
workers. He announced on Nov. 13 that companies
must give 10 days’ notice of any plans to lay off
workers so that the government can help find ways

to keep them employed. Macri wants to expand an
existing program that helps to subsidize salaries of
workers at companies that can show they are in fi-
nancial straits. The government has not yet issued any
regulations to enforce its announcement, so it is not
clear whether companies are informing them of
pending dismissals.

Like many small businessmen, Meloni has found
himself caught in a vice. Sales from his plant in the
town of Quilmes, 30 km (19 miles) outside the capital
Buenos Aires, shrank by just over one third last year

as Argentina’s economy sank deep into recession.
“It was not a storm,” said Meloni, a reference to

how the country’s president has described the eco-
nomic crisis. “It was a tsunami. The tsunami kills.”

Meloni said the plant, which makes fabrics, used
to operate 24 hours a day from Monday to Saturday
but now just operates 16 hours a day, five days a
week. Like many other businesses, Meloni advanced
the holidays to his roughly 100 employees with the
hope that once summer ends in March, demand will
pick up. —Reuters
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do everything to cut costs
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BUENOS AIRES: View of goods inside a supermarket in Buenos Aires, the National Statistics and Censuses In-
stitute announced the inflation rate for 2018. —AFP

Microsoft pledges 
$500m to ease local 
housing crunch
SAN FRANCISCO:  Microsoft on Wednesday
pledged $500 million for loans and grants aimed
at ramping up construction of affordable hous-
ing in the Puget Sound area of Washington state
where the US technology giant has its home. “In
recent years, our region hasn’t built enough
housing for the people who live here,” Microsoft
executives Amy Hood and Brad Smith said in a
blog post.

“We are committing $500 million as a com-
pany to advance affordable housing solutions.”

Microsoft was only a few years old when it
moved from New Mexico to the Seattle area
city of Bellevue in 1979, and now has its head-
quarters in nearby Redmond.

Since 2011, job growth in the region has been
21 percent while housing construction growth
has trailed at 13 percent. A gap in available
housing has caused housing prices to nearly
double in the past eight years, making the
greater Seattle area the sixth most expensive re-
gion in the US, according to Hood and Smith.

“The gap between job growth and housing
growth has been even greater in the suburban
cities around Seattle than in Seattle itself,” the
blog post said.

“This is a big problem. And it’s a problem that
is continuing to get worse.”

The $500 million will be used to “help kick-
start new solutions” to the housing crisis, ac-
cording to the executives. Microsoft planned to
make $225 million available at below-market
rates to subsidize preservation and construction
of middle-income housing, initially targeting six
cities east of Seattle and Lake Washington.

“Median income in the region hasn’t kept
pace with rising housing costs, increasingly
making it impossible for lower- and middle-in-
come workers to afford to live close to where
they work,” Hood and Smith said. “Teachers,
nurses, first responders and many in key roles
at nonprofits, businesses and tech companies
now begin and end their workdays with long
commutes.”

A total of $250 million will be made available
at market rates for low-income housing develop-
ment, while $25 million will be devoted to philan-
thropic grants aimed at addressing homelessness,
according to Microsoft. “With these and similar
investments, it’s possible to lend money, acceler-
ate progress, be repaid and then lend this money
again,” Hood and Smith said. —AFP

Romania miners’ 
strike sparks 
fear of power
shortages
BUCHAREST: One of Romania’s main elec-
tricity plants began shutting down yesterday
due to insufficient coal caused by a miners’
strike, operator Transelectrica said, sparking
fears of power shortages across the country.

The first of three units of the Rovinari
thermal power plant was shut down
overnight, and the other two may cease ac-
tivity later in the day, the company said in a
statement. 

The shutdown comes in the wake of six
days of strikes by miners at the CE Oltenia
combine in the south of the country, who are
demanding better pay and working condi-
tions, unions said.

Union official Nicu Bunoaica told AFP
that CE Oltenia’s 7,000 miners were de-
manding an increase of 1,000 lei (213 euros,
$240) in their monthly pay packet. Their av-
erage take-home salary currently stands at
around 500 euros.

CE Oltenia generates around 30 percent

of Romania’s electricity needs.
To make up for possible shortages,

Bucharest has increased electricity imports
in recent days but at prices well above those
of local power producers.

Energy Minister Anton Anton is expected
to talk to miners and union leaders yester-
day to try and defuse tensions. 

Prime Minister Viorica Dancila said the
situation was “very serious.”

“We are worried about the situation at
CE Oltenia and the country’s energy sys-
tem,” she told a cabinet meeting. 

“I asked for an urgent report about the
coal stockpiles in comparison to last year, a
detailed analysis of the miners’ situation,
their income and working conditions, but
also solutions for modernizing CE Oltenia,”
she said.

The prime minister had also consulted “all
national security structures”. Romania,
which joined the European Union in 2007,
has promised Brussels it will gradually close
its coal mines and turn to non-polluting
sources of energy. 

But in recent years, Bucharest has asked
to postpone the closures in order to limit
lay-offs of miners. 

CE Oltenia ran up losses of around
one billion lei (213 million euros) in 2018
as coal mining becomes less and less
profitable. —Reuters
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