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THESE are unhappy days in Catalonia. Outside the regional parliament in Barcelona recently stood a picket of noisy secessionists, including a bare-breasted woman with a separatist flag around her neck. A road was blocked by public-health workers fighting cuts. An earlier traffic snarl was caused by demonstrators cutting access roads into the city.

Catalonia has a long separatist tradition, but the anger in Barcelona has more to do with the euro crisis than with an independence movement that won only modest support in a recent informal referendum. Last year Spain teetered on the brink over which Portugal, Greece and Ireland have toppled. It stepped back only by trimming a budget deficit that exceeded 11% of GDP in 2009. The Socialist prime minister, José Luis Rodríguez Zapatero, promises to get it down to 6% this year. 

That is hard in decentralised Spain, where 17 regional governments account for 37% of public spending. There is plenty of fat in bloated regional administrations: a study by Mario Garcés for FAES, a right-wing think-tank, finds that their payrolls rose by 42% over the four years to early 2010. Last year Catalonia (which funds 335 public companies, foundations and other public bodies) was one of the most profligate. It overshot its share of the regional deficit target by 2.4 percentage points. Castile La Mancha did worse, producing a 6.5% deficit. Overall the regions’ deficits amounted to 2.83% of GDP, out of a national deficit of 9.24%. 
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This year’s regional target set by Madrid is 1.3%. Catalonia’s finance boss, Andreu Mas-Colell, says this would require a 20% spending cut. “What country could do that?” he asks. He does not want to administer such a sudden shock to government services, including health, education, policing, the courts and social services. His business-friendly Convergence and Union party of Catalan nationalists favours austerity, but wants more time. So he talks rebellion. “This year we are cutting spending by 10%,” he says.

And therein lies a problem. Catalonia is Spain’s second-biggest region, after Andalusia. If it refuses to cut any more, it could add some 0.25% of GDP to Spain’s deficit. And what might jittery bond markets think if other regions were to join a Catalan revolt? The budget head in Madrid, Carlos Ocaña, insists he can bend wills by refusing permission to take on extra long-term loans. He squashes talk of a regional rescue fund. “No bail-outs,” he insists. 

Almost as worrying is the way Catalonia overshot, with Madrid late in spotting the problem. Some blamed November’s regional election there. The outgoing Socialist-led coalition wanted neither big cuts nor publicity for their overspend before the poll. Thirteen other Spanish regions will vote on May 22nd. Are some hiding overspends? There is little hard evidence, but much suspicion: the government is now imposing quarterly reporting. 

Mr Zapatero claims to have imposed austerity without hurting core services. Mr Mas-Colell disagrees, accusing the Socialists of leaving the dirty work to others and claiming that Madrid is refusing to hand over funds it owes Catalonia. Mr Ocaña points to the 30% of regional spending on other fripperies. Angry Catalan doctors complain that health cuts coincide with funding for a new regional television sports channel. Mr Mas-Colell says a deal with Madrid will emerge, but it did not happen at a meeting on April 27th, making bond markets jumpier. Will the rumble in the regions mean that Spain misses its deficit target? No, insists Mr Ocaña. “We met it last year, and we will again.” Things may become clearer in late May.

