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Abstract

This paper shows that different patterns of pastygetition can affect reforms of social
protection. It focuses on two basic logics of cotitfpa: centrifugal competition that is
generated by ideologically polarized party systamd centripetal competition in non-
polarized party systems. Their effects are analygecomparing the development of
unemployment benefits in Italy and Germany afterehd of the Second World War.
Centrifugal competition induces particularisticipgtmaking because it blocks
comprehensive reforms. Consequently, it brings shdtagmented unemployment benefit
system with wide differences in benefit generositgntripetal competition enables
programmatic competition and, hence, is more seadib the policy preferences of voters.
This tends to produce more comprehensive beneiiitsl@ss marked generosity differences.



1. Introduction®

The policies of financial support for the unempldye Italy and Germany diverged strongly
during the phase of welfare state expansion afeeend of World War Il. Italy developed a
very fragmented unemployment benefit system witthevdifferences in generosity. By
contrast, Germany established a three-tier besyggtem with more contained generosity
differences. This paper explains these two polathg by highlighting the impact of two very
different logics of party competition: centrifugadmpetition in the Italian case and
centripetal competition in Germany (for definitioisge below).

In this way, the paper demonstrates the relevahparty competition for social
policy reforms, which is not sufficiently recognizen comparative welfare state research.
Only a few and somewhat dispersed studies in iglig have analyzed party systems as an
independent variable (Ferrera, 1993; Kitschelt,12@reen-Pedersen, 2002).

During the phase of welfare state expansion Itaty @ermany had widely different
party systems. At the same time, both countriegwaatively similar in other political,
economic, and institutional aspects, not leastitrainance of a Christian Democratic party
in government. This makes the comparison in thpepaarticularly suitable for studying the
different effects of two distinct modes of partyngoetition.

The next section briefly discusses the existitegditure on party politics and the
welfare state and presents the theoretical approfittis paper. The main part of the paper,
first, shows that the comparison is based on a sioslar systems design with variation on
the independent variable. It, then, analyzes thmaadhycs of party competition that conditioned
the reforms of unemployment benefits in Italy areti@any respectively. Lastly, | will

conclude and indicate some implications of thistbution.

! This paper draws on my Ph.D. dissertation thatfénded at the University of Milan in July 2009q@ti
2009a). | am grateful to my Ph.D. supervisor Maarkzerrera for his advice and support.



2. Party competition and refor ms of social protection

In comparative welfare state research and comparptlitical economy political parties are
usually seen from the perspective of ‘partisantjsli (e.g., Hibbs, 1977; Garrett, 1998;
Korpi, 1983; Esping-Andersen, 1985). In this applhpgarties represent the interests of their
core constituencies, which are usually define@ims of social classésAs a consequence,
the policy objectives of a party correspond togbenomic interests of its social constituency
and policy output depends on the relative strenfftarties. The strength of parties is usually
measured in terms of the partisan composition géganent. More specifically, this
approach usually assumes that working class orgamiis press for more generous and
universal social protectioh.

So, partisan theory assumes a linear relation legtwecial constituencies and parties.
By contrast, | argue that the electoral strategres policy choices of parties depend on the
competitive context in which they are situated.sT¢tompetitive context is largely defined by
the presence of other parties and their respeptigéions in political space. This dimension
of interaction between parties is neglected bypdmtisan approach.

One recent study that has considered the relagbmeen party politics and the
welfare state from a different point of view thée fpartisan school is Julia Lynch’s bodbge
in the Welfare Stat€006). She argues that after World War Il thoseupation-based
welfare states in which a programmatic mode ofypeompetition prevailed shifted to more
citizenship-based policies while states with patdstic competition did not. Why is
particularistic competition related to occupatiesigbolicies and programmatic competition to

citizenship-based policies? Lynch offers two reaséiirst, due to their fragmentation

2 Christian Democratic parties are an exception b&eshey are not related to a social class burétigious
group.

® The interesting work of David Rueda (2008) reviges assumption by arguing that Social Democraities
since the 1970s represent mainly labour markedénsi Nevertheless, his approach remains within the
theoretical framework of partisan politics.



“[o]ccupationally based social insurance programampy lend themselves far more than do
universal programs to the kind of fine-grained &dirgg of incentives on which particularistic
political competition thrives” (ibd., 65). Secorgirticularistic political actors will not
support the development of neutral state capa@sdabese could put at risk their
particularistic exchanges. But more universal pesican not be implemented without a
certain standard of state capacities. For thisoreatso more programmatically oriented
politicians refrain from promoting more universakshemes (ibd., 66; see also Skocpol,
1992).

Lynch’s argument of associating particularistiongeetition with occupational policies
due to their fragmented character is very plausidtevever, it becomes almost self-evident
when we consider that she defines party compet#gparticularistic “when politicians offer
tangible benefits to selective groups of votersetnirn for their votes” (Lynch, 2006, 63).
Therefore, she defines particularistic competitroterms of using particularistic policies as
an electoral strategy. But, in this way, her inadent variable (parties using particularistic
policies) is too close to her dependent variabtepational-particularistic policies).

To resolve this problem, | propose to take onp bck and look at the party system
and the competitive incentives that it generateshis view, particularistic and programmatic
competition do play a role in shaping policy outpat, other things being equatheir
occurrence is a function of the configuration & garty system and, in particular, of the
degree of ideological polarization.

Other works that studied the link between partyesys and social policy
development have been published by Maurizio Fe(e983) and Herbert Kitschelt (2007).

Ferrera (1993) looks at political competition ag ohthree broad factors that determine

* For other factors that may play a role in deteingjrthe degree of programmatic as opposed to péatistic
competition see Shefter (1977), Kitschelt and Wigkin (2007), Estévez-Abe (2008).

® Green-Pedersen (2002) also looks at party sysaechshe welfare state but focuses on the parlizangarena
rather than the electoral arena that this papds déth. Watson (2008) analyses the effects ofsilris between
leftwing parties and unions but not the party sysés a whole.



welfare state development: the other two beingstieeo-economic context (including class)
and the institutional-public policy context (ibd(3-9). He stresses that the mobilizations and
inputs from the socio-economic and the institutiepdere have to pass through the arena of
political competition. This competition, in turna$ia logic of its own, which makes it

partially autonomous from the other two sphered.(ib37). Overall, his argument holds that
ethnic, linguistic, or religious cleavages as vasllideological polarization hinder the
introduction of universalistic policies and favoora fragmented occupational programs.
While offering important insights, Ferrera’s bogkeosates mostly at a macro level. In
particular, it does not spell out in much detaihdeological polarization affects policy
output.

Kitschelt (2001) has analyzed when different pagtstem configurations facilitate
painful welfare reforms and when, by contrast, timgede such reforms. He proposes four
factors that increase the probability of welfagestretrenchment (2001):

1. Low credibility of welfare state defending partiegher due to their government track
record or due to very radical policy positions.
2. Low electoral trade-offs, i.e. only weak or no tiparties to the immediate left of
governing parties.
3. Party organization that favors strategic flexilyiliin particular
— cadre rather than mass parties,
— policy-oriented parties with few or no clienteligts.

4. Salience of economic-distributive conflict for pacompetition.

Although all these factors are plausible and retetiaere are two general issues with this
framework. The first is that it suffers somewhainfrbeing divided into four factors without
specifying a logical connection between them. Aldyahe second factor in this list is the

most important. If we look at parties as competing political space his second factor



stresses that the policy choices of parties ardittoned by the presence of the immediately
‘neighboring’ parties. The other aspects that Kigdtraises add, in my reading, intervening
aspects to this basic mechanism of electoral catrgret

However, the second problem with Kitschelt's (200&mework is that it is difficult
to apply to polarized party systems. In these psysgems the radical parties are not
marginalized due to low credibility as Kitschelfsst point maintains. Rather, they are strong
enough to condition the whole structure of partypetition. In addition, the strong
ideological conflict in these party systems impec@&spetition around policy proposals and,
consequently, changes the role of electoral trdf$e-bherefore, also the question of
programmatic versus clientelist orientation is @y more an intervening variable concerning
single parties but low programmatic competitiondiaes a system characteristic that results
from ideological polarization. This does not imfiyat in a polarized party system all parties
are equally clientelist. Instead, it means thatipalaristic policy making prevails over
programmatic policy-making.

In addition to the works of Ferrera (1993) and &hilt (2001), my approach draws on
Giovanni Sartori’'s (1976) party system typologyisltypology is built on two criteria: the
number of relevant parties and the degree of idgedd polarizatiorf. For this paper the types
‘polarized pluralism’ (more than five parties andtpolarization) and ‘moderate pluralism’
(two to five parties, low polarization) are partady relevant. However, | concentrate in
particular on the degree of polarization and ti&teel concepts of centrifugal and centripetal

competition and less on the number of parties.

® In the following, | will use ‘clientelism’ for thuying of votes from individuals and ‘particulaiispolicy-
making’ for narrowly defined policies with the aimh attracting votes from groups of voters (somesiroelled
‘group-clientelisn’).

"Relevant parties are either those that play ainod@vernment formation (coalition potential) bose that stay
out of government but have sufficient blackmail gowo change the direction of competition (blackmai
potential; Sartori, 1976, 122-123).



Ideological polarization refers generally to thstdhce between parties in political
space and can be conceptualized and measurederedifways (Rehm, 2007)Apart from
the relative distance between parties, we canmatde a qualitative distinction between high
polarization (‘polarized party systems’) and lowgyzation (‘non-polarized systems’). This
distinction depends on the presence of relevamsgatem parties. Following Sartori (1976,
133), “a party can be defined as being anti-systé@never iundermines the legitimaof
theregimeit opposes” (emphasis in the original). Sartaes$es that anti-system parties are
not necessarily revolutionary parties and may dpeséhin the established rules of the
political system. Obviously the de-legitimizing iaxgd of a party is hard to determine
empirically. Nevertheless, the tendency to de-lewgte can be seen from the basic
ideological standpoint and public interventionsgfarty.

An important specificity of polarized party systerssthen, that anti-system parties do
not conform to the normal incentives of policy catifpon in a given political space. In terms
of spatial competition the parties at the extrem#sevould have incentives to move towards
centre in order to capture votes from the more maideparties.But the electoral support of
these parties is based on rejecting the main stegbf the given political and/or economic
system. Therefore, moving towards centre wouldmotquestion the political identity and
support base of an anti-system party. At the same the moderate parties are still forced to
react to the electoral challenge posed by the mnearties and have to try gaining or, rather,
not losing votes towards the ends of the politsgactrum. This is the meaning of centrifugal
competition: it focuses on voters on the extrendsef the political spact.See Figure 1 for

an illustration of centrifugal competition.

8 This use of ‘polarization’ differs from Lehmbru¢®000) who uses the term in the sense of bipolmizai.e.
competition concentrating on two poles (or partindgpendently from their ideological distance.

° On spatial political competition, see the semimaik of Downs (1957) and, as an introduction, Hinénd
Munger (1997).

19 use the terms ‘centripetal’ and ‘centrifugaleteame way as Sartori (1976). Different usagededound in
Cox (1990) and Gerring and Thacker (2008).



- Figure 1 about here -

A consequence of the fact that the extreme partiagolarized system do not move
towards centre is that programmatic competitidioug After all, these parties do not
compete for voters of the more moderate partigsrbgosing policies that are closer to the
position of these moderate parties. Rather, thdyoppose the reform projects of the
moderate parties and they are strong enough té& bhese reforms — either through veto
points in the parliamentary process or throughrtbapacity of mobilizing popular protest.
Therefore, ideological polarization impedes progratic competition and significant policy
reforms. This shifts policy making to a ‘micro-ldévef small-scaled decisions where party
elites reach agreements to their mutual benefitté€C@996). This ‘micro policy-making’ is
typically not exposed to public attention and, thean take place simultaneously to public
ideological conflict (Sartori, 1982). Moreover, thre micro-level policies can be targeted on
specific groups of voters in order mobilize eleat@upport. Also the anti-system parties
participate in this way of decision making in oréieachieve benefits for their own followers.
So, overall, centrifugal competition has two eféegh policy-making: It leads to
particularistic rather than programmatic policy-nmgkand it gives extreme parties significant
influence on policy output (by blocking reforms dmgtaking part in elite-level bargaining).

If, by contrast, polarization is low, i.e. if arstystem parties are absent, all parties
conform to the incentives of spatial competition &y to capture votes from their main
competitors. This encourages programmatic competitf, in addition, the party system is
bipolar (two parties, more than two parties but tleminant parties, or more than two parties
but two pre-electoral coalitions) then competitioauses on voters in the centre of the

political space, i.e. it is centripetal (see FigRye

- Figure 2 about here -



As non-polarized party systems facilitate prograiticr@mpetition they are more
sensitive to the policy preferences of voters. Haavethey are not equally sensitive to the
preferences of all voters but, in particular, theferences of those voters on which
competition concentrates. In a clear case of qeetal competition these are the voters in the
center of the political space. But if new partigsaor established parties change their
position the focus of competition may shift.

Having identified the political dynamics in thedwypes of party system, we can
hypothesize their effects on the differentiatiorso€ial rights in the field of unemployment
benefits. We can expect that in polarized partyesys particularistic competition leads to
targeted benefit programs, which, in turn, impbesh a high fragmentation of unemployment
compensation and significant differences in gengradigh benefit fragmentation is also
likely to be aided by the large number of partlest is typical for polarized systems because
small parties may target narrow groups of voteest(8i, 1976). In addition, we said that
extreme parties can exert strong influence on peheaking in centrifugal competition. In
labor market policy the parties of the radical bek likely to be particularly relevant. Hence,
the policy interests of these parties will be retiéel in the system of unemployment benefits.

In non-polarized party systems, by contrast, @ognatic policy making encourages
parties to support more comprehensive policy sohgti In addition, the generally lower
number of parties in these systems (with the exmeoif ‘segmented pluralism’, Sartori,
1976) further supports broad-based strategieshésame time, the preferences of those
groups of voters on which competition focuses amigularly taken into consideration by
parties. Accordingly, some policy segmentationkisly to emerged, but based on more

comprehensive benefits and with more containedrgeitg differences.
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3. Party competition and diverging post-war policy paths

3.1. Comparing Italy and Ger many

During the post-war phase of welfare expansionttimn and the German unemployment
benefit systems diverged clearly. In this periogl o countries were relatively similar in
many aspects that other theories use as indepevalégibles: the welfare state model, the
economic model and post-war economic developmieatidrmal political system, and the
partisan composition of post-war governments. Tlstmremarkable difference between the
two states was that they had highly diverse parsyesns — the independent variable in this
research. Of course, also regarding the other ssgdferences remain. But considering the
two cases in the wider context of advanced indalstountries, they are remarkably similar
but for their party systems.

Most studies in comparative welfare state reseassign both Germany and Italy to
the group of Continental (or Conservative or Bistkan) welfare states (Esping-Andersen,
1990; Palier and Martin, 2008). Indeed, both welfstates are largely built on occupational
principles of coverage and rely heavily on stattessprving cash benefits. Moreover, in both
countries these cash benefits but also the steictuthe tax system and the lack of family
services encourage a male-breadwinner family miei@ving aside more recent reforms in
Germany).

On the other hand, Maurizio Ferrera (1996) andratbkolars have argued that Italy
constitutes together with the other South Eurostates a distinct type of welfare regime.
The aspects that distinguish these welfare stagehmhly fragmented schemes of income
maintenance with wide differences in generosityeparture from occupationalism by
introducing National Health Services, a low degréstate penetration in the provision of
welfare, and the frequent abuse of welfare progrfamelientelist purposes.Although some of

these characteristics have long historical roatst{sas weak state institutions) in Italy they
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have fully emerged only during the phase of welfage expansion after the Second World
War. Up to the war, both Italy and Germany wer&agt purely occupationalist welfare states
(Flora, 1986; Ferrera, 1993).

Also in the field of unemployment benefits the teauntries followed very similar
paths up to 1945. Before the First World War tHead been only small and dispersed funds
in both countries — in Germany run by trade uniamd municipalities, in Italy run only by
trade unions. Both countries introduced their firgtional measures in this field during WWiI
even though these were more fragmented in Italsedily after the war both countries put
national comprehensive unemployment assistancersshim place, as a new measure in Italy
and as a renewed version of a war-time policy im@&ay. The democratic phase between
WWI and fascism then saw in both countries theophiiction of unemployment insurance,
although this happened very soon in Italy (1919) mehatively late in Germany (1927). The
two programs were similar in their benefit calcidat In both countries unemployment
insurance did not fare well under fascism. Botltitgegimes tightened their grip on policy
administration, redirected unemployment funds talsather purposes, and excluded
agricultural workers from coverage. Instead, bethimes favored employment creation,
public works, and assistance schemes. Howevetalyndnemployment insurance was by and
large retained, while in National Socialist Germ#nyas transformed into unemployment
assistance.

Yet, one significant difference in the pre-1945 elepment of unemployment benefits
was that in Italy there was no secondary bendfies® (such as unemployment assistance or
social assistance) to help those not supportechbgnployment insurance. By contrast, in
Germany a secondary unemployment benefit was intediin 1926 (first as a secondary
scheme to main unemployment assistance then sagadanemployment insurance) and in
1924 national legislation established a basic rightcal welfare assistance. However, even

if relevant, this difference did not anticipate thexy different policy developments after
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WWII, especially the marginalization of unemployrh@rsurance in Italy and the rise of a
range of more generous and narrowly defined uneynpdot benefits. Therefore, the marked
divergence between Italy and Germany in this pdielg after World War Il can hardly be
explained by policy legacies or the wider contebavelfare institutions. Rather, explaining
this divergence constitutes a part of explainirgriore general differentiation into two
different types of welfare state.

In terms of economic models, Italy and Germanybaté strongly regulated and
coordinated market economies even if their modexohomic management differ. Germany
is the classic case of a Coordinated Market Econlomytaly shares only some of the
features of coordinated capitalism (Hall and Sask#&901). Consequently, some scholars
have described Italy as a Mixed Market Economy {(Mohnd Rhodes, 2007) or as state-led
capitalism (Schmidt, 2002, Ch. 3). In the labor kegrboth Italy and Germany have strict
employment protection even if protection againdtective dismissals is yet higher in Italy.
Similarly, skill formation in both countries is ataaterized by a high share of vocational
training. In Germany this is based on the dual apceship system and in Italy it is mainly
company-based. Overall, this indicates that in Inattonal labor markets a mixture of
industry- and firm-specific skills prevails, evdrotigh the latter skill type is more widespread
in Italy (Estevez-Abe et al., 2001). Keep in mihdtt again, some of the differences in
economic coordination have emerged only during-p@stwelfare expansion and, hence, are
part of the period under investigation (this applie particular, to employment protection).

At the end of World War I, industrialization wasone advanced in Germany than in
Italy. In Italy 40% of the labor force was still@gied in the agricultural sector in 1951,
while in Germany this proportion was only 23% (Bb0; Flora et al., 1987). However, both
economies experienced rapid economic growth ifdih@wing decades that made ltaly
quickly catch up in terms of industrialization. Gequently, in 1971 only 16% of the Italian

labor force were still in agriculture while 42% \eayccupied in the industrial sector and 37%
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in services. In Germany the corresponding shares 8% in agriculture, 49% in industry,
and 44% in services (in 1970, ibd.). Thereforefedénces in economic development had
significantly declined.

On the other hand, Italy was continuously charaatdrby stronger regional
disparities in levels of economic development t&@mmany. The Southern regions
(Mezzogiornd had consistently lower per capita income and ériginemployment rates than
Northern Italy. The economic situation in the Sowts also the main reason why
unemployment did not fall as low in Italy as it dndGermany in the 1960s. So, overall, we
do find some structural differences between thetiaand the German economy.
Nevertheless, compared to other advanced industatds both economies have a high degree
of coordination in common and both shared simikthp of steep economic growth in the
1950s and beginning of the 1960s.

After the experience of fascism both countrieslhtely adopted constitutions with
many checks and balances in order to avoid theerdration of political power. Both states
have bicameral parliamentary systems, in which gowent is normally based on party
coalitions and the executive is strongly kept irahby parliament. To be sure, the way in
which parliament exerts its constraining role détdn Germany the lower house usually does
not obstruct government plans due to high partgiplise. Instead, the opposition often has
the chance to block legislation in the upper hausen the partisan majorities differ (but only
legislation that concerrisinderinterests is subject to agreement by the uppesdjou
Lehmbruch, 2000; Scharpf, 1985; Schmidt, 1996)tdly upper and lower house have the
same institutional role and power and usually alsamilar partisan composition. However, in
both houses parliamentary groups can exert sulstaantrol over government policies,
especially through powerful parliamentary commatesgenda setting, and demanding voting
rules (Pasquino, 2002; Vassallo, 2005). Nevertselbese different workings of

parliamentarism have broadly similar constrainiffgas on the executive.
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A more relevant difference in terms of formal pobt institutions is that Germany
since national unification (in 1871) was a fedestate whereas Italy was founded as a unitary
state (in 1861; Ziblatt, 2006). However, the poligid that concerns us here, labor market
policy, is one of the few fields in Germany thag aentrally administered. Therefore,
federalism plays less of a role in this context.

Interestingly, although both national party systeesirly differ there are many
parallels in the partisan composition of Italiaml &erman post-war governments. Directly
after the war a consensual approach between titecalleft and the right prevailed, which,
however, broke up before the first parliamentaecibns in both states. Subsequently, during
the formative years of post-war reconstructionpfrite late 1940s to the beginning of the
1960s, government cabinets were dominated by thist@2im Democratic party in either
country. A period of increasing inclusion of thé e government followed. In Italy the
Socialist party participated in government, sélll by the Christian Democrats, from the
beginning of the 1960s and in the end of the 1&I€sthe Communist party was included in
the government majority in parliament. In Germamy $ocial Democrats entered a coalition
with the Christian Democrats in the middle of tl6Qs and became the leading party in a
coalition with the Liberals after the end of the08.

Seen from the perspective of partisan theory thesatriking similarities that should
have produced similar policy outputs. They did aad this supports the case that we have to
account for the competitive context in which goveemt operates. Even the same partisan
composition of the executive can produce differestilts if the dynamic of party competition
that it is exposed to differs.

Overall, some structural economic differences betwie two countries, especially
the economically backward Southern regions in Jteén not be discarded as factors that
potentially influenced policy development. But exphtions based on policy legacies,

political institutions, partisan composition of gmmment, economic models, or economic
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development have little to offer in order to expléhe strong divergence of unemployment
benefit systems in Italy and Germany during wel@tpansion. By contrast, the party
systems in Italy and Germany after World War IFeliéd markedly. The Italian party system
was a clear case of polarized pluralism with cé&rgal competition whereas the German

party system was a good example of moderate pomadind centripetal competition.

3.2. Italy: Centrifugal competition and benefit disparity

In Italy, the anti-fascist alliance (consisting@dmmunists, Socialists, Catholics, and a few
minor parties) that had led the resistance moveathigoverned the country in the
immediate post-war years broke apart in 1947. Sdtem, the basic structure of the Italian
party system that characterized the following desagierged. Due to its high number of
relevant parties and the wide ideological diffeesicomprised this party system can be
categorized as a case of polarized pluralism (8ali®76, 1982).

In this party system, there were anti-system padtdooth ends of the political space
(on a general left-right axis): the Communist P@RE¢I) on the far left and the neo-fascist
MSI on the far right. The political center was ogi®al by the Christian Democrats (DC),
which formed, in varying combinations, governinglions with a few smaller moderate
parties: the Social Democrats (PSDI), the Repubic¢®RI), and the Liberals (PLI). The
Socialist Party (PSI) had a somewhat intermedi@te in the immediate post-war years it
formed an alliance with the Communists on the @daft. But starting from 1956
(Hungarian Uprising), it moved more to the cente#-IThe two extreme parties and the DC
in the centre formed together a tripolar structfrthe party system that generated a
centrifugal mode of competition, as defined abda. an illustration of the Italian post-war

party system see Figure 3. The figure depicts #ng/system as of 1973 because this is the
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earliest date with comparable data on party posstiblowever, the basic characteristics of

this party system remained stable during the efRinst Republic (1948-1992).

- Figure 3 about here -

The dynamics of unemployment benefit reform inyitabm the end of World War 1l
up until the end of the 1970s can be divided imto phases? In a first phase of ‘policy
neglect’, unemployment insurance was extendedg@gnicultural sector in a separate
scheme but benefit levels of both insurance schégesseral and agricultural) were kept at
very low flat-rate levels without an automatic adjaent to inflation. Instead of
unemployment compensation, government focused bhcpuork programs, labor market
administration, and agrarian reform. In a secorasplof ‘lopsided expansion’, mainly the
benefits for workers on short-tim€gssa Integrazionevere expanded and turned into very
generousle factounemployment benefits. Also other more generoungfteschemes were
introduced, always restricted to specific occupalgroups. At the same time, neither
unemployment insurance was expanded nor was agytloine about the lack of a national
minimum income scheme. An overview of the Italigatem of unemployment compensation
at the end of welfare state expansion is provided@dble 1. The table focuses on the
differentiation of social rights by indicating tiragmentation into various benefit schemes,

the basic criteria of eligibility, and the replacemhrate as a measure of generosity.

- Table 1 about here -

™ For accounts of how unemployment benefits develapétaly during welfare expansion see Ferrers8{)9
Gualmini (1998), Ferrera et al. (2006), Vesan (3088d Ferrera et al. (forthcoming).
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The radical left and neglect of unemployment bé&nefi

The fact that unemployment benefits did not play ewajor role on the government agenda in
spite of the post-war economic crisis and high lewé unemployment was conditioned by

the position of the radical left. From the breakdiphe anti-fascist alliance until 1963 the DC
governed the country in coalition with the smahftest parties. The DC had won a
comfortable majority in the first parliamentaryaien in 1948. But as early as 1951 and
1952 local elections showed that it was loosingtelal support (Ginsborg, 1990, 141-142).
The left had suffered an electoral defeat in 194t3sbon started to regain votes (see Table 2).
Consequently, party competition was acute and wdslyperceived in terms of which of

two opposing ideological forces would get the cleatacshape the institutional foundations of

the young repubilic.

- Table 2 about here -

In this period the radical left approached the pobof unemployment not so much in
terms of providing financial help to the unemployed focused on combating unemployment
altogether by creating employment. In its manifdetdhe election to the Constituent
Assembly in 1946, the PCI proposed to confront yslegment and the economic crisis by
setting up “a very vast program of public workghe cities and on the countryside and,
above all, the systematic reconstruction of houSesforeover, the party demanded a reform
of the agrarian sector in order to “make chronieraployment disappear” (ibd.). To be sure,
the same manifesto also called for “the introducbban effective unemployment subsidy”

(ibd.). However, being listed as one of a seriegroposals on salaries and social protection,

12 'Unita, 8 May 1946, ‘Il Programma del PCI'. The party rifestos were made available in electronic form
through a joint effort between the Zentralarchiv Einpirische Sozialforschung (ZA), Wissenschaftgzen
Berlin (WZB), the Vrije Universiteit Amsterdam (VUand the Party Manifestos Project.
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the point was of minor importance. The emphasisradicating unemployment is confirmed
by successive party programs of the radical ldftisT the PSI in 1953 when it was still
closely allied to the PCI stated in its manifesto:

In the economic-social field the socialist alteivaistarts from the premise that it is

necessary and possible to provide work to evefiaftaa sufficient remuneration to

every worker, an adequate assistance to childrérnatine old, to the disabled and to

the mutilated??
So, the objective of an economy without unemployimes at the center of the radical left’s
approach to social and economic policies. Moreaves,significant that the unemployed are
not mentioned among the target groups of socideption — in spite of unemployment still
being a massive problem at the beginning of th€&498lore generally, in the perspective of
the radical left, the idea of unemployment beneifitglied accepting the freedom of
employers to lay off workers. Hence, implicitly umployment benefits were rejected because
they were seen as a market-making policy.

The approach that the left took to the unemployneests in the early years of the
Republic can also be seen from the Employment @&amo del Lavorplaunched in 1949 by
the biggest trade union federation, CGIL, which wlasely associated with PCI and PSI.
With this plan the union demanded from governmerg@mbark on a huge spending
programme in three areas: electric power supphy teclamation for agriculture, and
housing. This was intended to create 600,000 toOD@ONnew jobs. The CGIL pursued this
campaign for the next two and a half years, witmynacal initiatives that pressed for its
implementation (Ginsborg, 1990, 188-190).

The DC-led government rejected the plan for finahand political reasons. But in a
situation, in which more than 2 million people weegistered as unemployed (in 1951,
Ginsborg, 1990, 187), it is clear that the DC hadetct to the public proposals of the

opposition. More to the point, it had to reactimitar terms, that is, by creating work and not

134] pSI agli elettori’, PSI manifesto for the pinentary election of 1953, provided by the Pargnifiestos
Project.
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by offering subsidies to the unemployed. Consedyehie governmental response consisted
mainly of public work programs and agrarian refdfarrera et al., forthcoming, Ch. 3).
Mariuccia Salvati (1982, 401-402) reports how the-led executive prepared the legislative
proposal for the public work programs while unievesre mobilizing street protests against
unemployment and government felt under pressuneatke progress on the issue. In a note to
the Prime Minister the Minister of Labor rejectegkcitly the option of paying transfers to
the unemployed. Rather, he wrote, cash benefitsldiie connected to public work programs
and get as close as possible to being a salary 40dl).

In addition to employment creation, the polarizechpetition in the early post-war
years created also an intense struggle over thieot@f institutions. This was reflected in a
conflict between the DC-led government and the C@lér the administration of job
placements (Musso, 2004, Ch. 10). Moreover, thispetition induced the DC to extend its
command of state institutions and resources inrdodese them for mobilizing electoral
support. In this light we have to understand alby the new public work programs were
administered on an incremental basis, controllethbyMinistry of Labour (Ferrera et al.,
forthcoming, Ch. 3; Ginsborg, 1990, 162), and e that unemployment insurance in the
agricultural sector became soon a currency of @lesm (Ferrera, 1984, 207-210).

Some authors have interpreted the failure to astabtdequate unemployment benefits
between the end of the 1940s and the beginningeoi®60s as the result of a weakness of
unions and left parties (Regalia, 1984; Reyne@7)9However, a comprehensive system of
unemployment compensation was not on the top chglemda of the radical left. Rather,
political attention of the left focused on employrhereation and labor market administration.
In addition, it is true that the left was weak cargal to the years at the end of the war (1943-
1948) and compared to the mobilizations of the $28td 1970s. But, at least in the first half
of the 1950s and in the rural areas, the uniofigistnonstrated a high capacity of social

mobilization and, after the electoral defeat in8,3he PCI actually increased its share of the
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votes throughout the period. Therefore, it was @uthe strength of the radical left that
constituted a threat to the DC and that forced &dopt the popular demands for employment

rather than unemployment compensation.

The radical left and lopsided expansion

As mentioned, the PSI was closely allied with tiid 8uring the first years of the Republic.
However, in this role the Socialists were perceigsdgubordinate to the PCI and lacked an
independent profile. Therefore, starting from 18%6y tried to occupy consciously the
political space between PCI and the social demiodP&DI. This went along with the
intention to gain more control over state policielse DC, on the other hand, was in need of a
new coalition partner as in the 1953 and 1958 ielestthe centrist parties altogether received
only a vote share of around 50% that the highlyprtional electoral system translated into
miniscule parliamentary majorities. Moreover, th€ Boped that a coalition with the PSI
would isolate and weaken the PCI. From these mitivain 1963 the first government
coalition that included the PSI was born. This oeteft coalition prevailed (with a break in
1972-1973) until 1976 (Tamburrano, 1990).
The centre-left coalition agreed largely on extegditate intervention in the
economy. Moreover, DC and PSI had political reasonsxpanding social policy based on
universalistic principles. As Ferrera points out:
[Welfare universalism] could be presented to thiesgas a ‘structural reform’ of both
progressiveand Western character that would satisfy the demahtisedabour
movement for renewal and would at the same timestea the capitalist
establishment. (Ferrera, 1993, 264, emphasis inrigaal)
In other words, this reform project would have kafficient ‘redistributive’ appeal for the
left-wing voters of PSI but it would not have coctiéd seriously with the centrist DC voters.

Rather, for the centrist perspective of defendibgril democracy and capitalism this policy
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strategy promised to integrate workers and legarad voters into the system. Precisely on
these grounds the project was rejected by the IR§iead, the PCI fought for benefits that
were defined on a class basis. This would bringenadtbenefits to its supporters and ensure
that these remain in a distinct institutional redat the PCI and its affiliated organizations
could control. As mentioned, the wage supplemeamdtind Cassa Integrazion&uadagnj
CIG) was strongly expanded in these years andtefédg turned into an unemployment
benefit (especially the ‘extraordinary’ scher@@ssa Integrazione Straodinaridhat was
introduced in 1968). CIG benefits were only avdedior workers in big industrial firms and
only following negotiations between firm, union,dagovernment. Hence, the role of the
CGIL in activating benefit payments from this fusttlengthened the ties between the PCI and
its voters.

In addition, it is important to see that the ClGsveacomplementary policy to strong
dismissal protection and that the latter was a @nyngoal of the radical left at the time. CIG
was complementary to it because officially its pgants remained employed even if often
they were effectively redundant. So, by supportiig benefit program the policy position of
the PCI did not change from demanding employmedetoanding financial support for the
unemployed, but it shifted from demanding employh@aeaation to demanding employment
protection. Once that dismissal protection was pdghrough by the left, the firms subjected
to this regulation developed an interest in ClGaose it provided them with a relatively high
degree of labor force flexibility in spite of tightnployment regulations and at collective
costs (Kreile, 1985, Ch. 8.

Yet, how did the PCI manage to push through itecgalbjectives without
participating in government? To begin with, we hawvebserve that this phase of lopsided
expansion of unemployment benefits coincided witbng wave of massive worker

mobilizations in Italy. This wave began in 1962Iwihe renewal of the national contract of

1 The CIG is financed partly by employers’ contribas and the rest is covered by general revenues.
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the metalworkers that was accompanied by strikdsvatent clashes; it reached its peak in
the years 1968 to 1973 with widespread wildcakssriand political mobilization in the
factories (in particular the so-called ‘Hot Autumn’1969); and it came to a symbolic end
when in 1980 40,000 people, including many FIAT &yees and workers, demonstrated in
Turin againsta strike that had blocked the FIAT factories (Bmg, 1990, Ch. 9; Musso,
2002, 229-244).

While these mobilizations seem to support a sirtgttength of the left’ argument it is
important to note that during this wave of mobiliaas there was no perfect link between a
social constituency (the working class) and itstjall representation (the PCI). On the
contrary, the outburst of these mobilizations i68@nd 1969 was rather the expression of a
lack of political representation. The protests werkby factory committees and small
political groups and explicitly criticized the majonion confederations as well as the PCI,
which were regarded as too moderate. The establishde unions soon adapted to this
outbreak of activism and managed to get on thetaip However, in this process the unions
liberated themselves from their close associatiith parties. Moreover, small revolutionary
groups had popped up that aspired to politicalgaaize social unrest and to replace the PCI
as the leading left-wing organization. Althoughg@aspirations were exaggerated as far as
organizational capacities are concerned, they phawneaddition to the radicalization of the
CGIL, that the PCI risked being outflanked on thi. lin sum, rather than being the natural
representative of working class demands, the P@ktatruggle in order to respond to these
demands.

Apart from worker mobilizations that the PCI toatvantage of, it could use also its
influence on the decision making process in pariainfior pushing through its policy
objectives. This influence resulted from the avd#aveto points in the parliamentary process
(Pasquino, 2002) and from elite-level cooperatiod package deals. Although the public

positions of parties were wide apart, in parliamemd often removed from public perception
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the PCI cooperated with the moderate parties (daz1872; Sartori, 1982, 199-210). As
indicated in Section 2, these were actually twesidf the same coin: Ideological polarization
prevented comprehensive reform efforts and shitdaty-making to a micro-level where
deals could be reached. These deals often consisfedticularistic measures that parties
concerned used for mobilizing electoral supportt{&d. 996). This micro policy-making
explains the high fragmentation in the Italian systof unemployment benefits.

Traditional partisan theory would argue that teepgenerous benefits that emerged
over the 1960s and 1970s in Italy were the reduhi@strength of the left (Regalia, 1984,
Reyneri, 1988). This is basically correct. But teength of the left’ did not result from a
mechanism of representation that translates tleeasits of a social constituency into
government power. Rather, it resulted from a psystem in which extreme parties have the
power to block reforms and to negotiate policied they can use to mobilize electoral
support. Moreover, the CIG that the radical lefimorted is available only for restricted
group of workers and even for them it is not alddaas an individual right (but only after
negotiations between firm, trade union, and st&e)he same time, other groups of
unemployed were left with very low benefits (uneayshent insurance) or without a
minimum income scheme to fall back on. This narpmhcy focus of ‘the left’ contradicts
standard assumptions of partisan theory and caxplained with the radical position and the
policy interests of the PCI as an anti-system party

Lynch (2006), on the other hand, maintains that#rg low unemployment insurance
in Italy was not expanded because this was diffiicufinance given the ineffective Italian tax
system. And the tax system was ineffective becthes®C used it for clientelistic purposes
(ibd., 130-1). Moreover, Lynch argues that the R€ler advocated for an unemployment
assistance scheme that would benefit the young plloged because it feared that such a

program would be hijacked by DC clientelism (iitB2-3). Her argument implies that, but
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for the clientelism of the DC, the Communist Pawiijch often she calls generically ‘the
Left’, would have promoted more universal policies.

Her assumption on the ‘true’ policy preferencethef PCl seems to be based on the
classic partisanship idea of ‘the Left’ standingrwore generous and universal social
protection. However, as set out above, the elelcstrength of the PCI was based on
representing a fundamental alternative to the iegjgiolitical and economic system.
Demanding comprehensive and generous unemploymeefits would not have represented
an alternative to a capitalist labor market but lddwave implied to accept the existence of
unemployment and of employers laying off workerstiroposals of this kind the PCI
would have lost radical leftwing voters either teginter party or, in the early post-war
years, to the similarly radical Socialist Partynide, it was primarily centrifugal competition
and not the clientelism of the DC that kept the R@h promoting more universal

unemployment benefits.

3.3.  Germany: Centripetal competition and comprehensive benefits

In the first years after the fall of the Nationalc&list one-party state the West German party
system was characterized by a relatively high degfdéragmentation and polarization.
However, a process of concentration and de-polasizget in almost immediately
(Lehmbruch, 2000, 37-44). Between 1949 and 196&thestian Democrats (CDU) formed

in varying combinations governing coalitions wittetLiberals (FDP) and two smaller
conservative parties, which disappeared after 186the same time, the only relevant
opposition party was the Social Democratic ParBp Therefore, between 1949 and 1961
there were five relevant parties whereas afteetbetion in 1961 and up to the 1980s

Germany had a very stable three-party system dorsist CDU, SPD, and FDP.
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Already during the occupation period (1945-1949)Cénhd SPD started to establish
themselves as the two main poles of party compat{iLehmbruch, 2000, 41). In the early
years of West German party competition these twbgsawere divided by a notable
ideological distance. Apart form an initial and gHoved surfacing of ideas of ‘Christian
socialism’, the CDU soon embraced the idea of ei&danarket economy’ (see the manifesto
Dusseldorfer Leitsatzd 949). The ‘social’ element in this type of ecomnyowas to result from
a free market that raises the level of welfaresfgryone. The state was meant to ensure free
competition in the market, but not to intervendéhie results of this market. Hence, this was
essentially a ‘free market’ ideology.

The SPD, on the other hand, in the early post-wars/adhered to the idea of
democratic socialism, which implied economic plamgnand the socialization of core
industries. However, over the following years a eration of both parties can be observed.
In the case of the CDU this can be seen mainly ftergovernment policies that did not
follow a pure market ideology and often were adyuadntested by the market-liberal wing of
the party. In the SPD the subsequent electorabtietbat it suffered in 1949, 1953, and 1957
led to a questioning of its socialist principlefeTirst signs that the left-wing ideology was
being reconsidered can be found in the 1952 mdaif@srtmunder Aktionsprogrammnd its
following revision in 1954, when the policy formuias much market as possible, as much
planning as necessary” was adopted. This revisioogss culminated in the famous Bad
Godesberg party convention in 1959 where a new padgram was approved. In this
program the party came out in favor of market ecoynand socialisation of industries was
not mentioned any more. Consciously, the partyl titetransform itself from a labor party
into a party that appeals to broad sections oétbetorate Volksparteior ‘catch-all-party’).

Right in the next federal election (1961) the SR&reased its vote share by almost five

15 Note, however, that the concept did not necessaniply a weak state. In order to protect the ‘frearket’
some of its proponents called for a strong and ewgthoritarian state (Manow, 1999).
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percentage points up to 36% and it continued to gksictoral support in the following

elections (see Table 3).

- Table 3 about here -

In sum, the centripetal tendency of the West Gerpaaty system in terms of ideology
as well as its concentration on a limited numbgrasties was evident from the early post-war
years onwards. By 1961, the party system was cifagetl. Its basic features remained stable
up to the 1980s and conformed to Sartori’'s (1908)cept of moderate pluralism. It consisted
of three relevant parties and ideological polararatvas low. On the socio-economic political
dimension, the SPD was situated on the centretheftCDU on the centre-right, and the FDP
to the right of the CDU. In addition, the Germamtpaystem was structured by a socio-
cultural dimension (Kitschelt, 2003). On this dirsem SPD and FDP were situated on the
‘libertarian’ side (which is perceived as left-wingGermany) and the CDU on the
‘authoritarian’ (right-wing) side. The fact thatethiberals were associated with a right
position on the socio-economic dimension and & ‘pefsition on the socio-cultural
dimension meant that up to the 1980s they werergiypseen as in the centre of the political
spectrum and had the chance to enter a coalitidnaither of the two big parti¢§ The post-

war party system in West Germany is shown in Figure

- Figure 4 about here -

The main competition in this party system was betwthe SPD and the CDU, both

trying to win voters in the center of the politisgdectrum. How did this affect the

development of unemployment benefits? Right aftertar, social protection was generally

16 But the logic of bipolar competition forced the Fb show some continuity in its choice betweenttie
poles (Lehmbruch, 2000, 47-8).
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at modest levels. Soon, economic growth and thegris/ing standards raised the
expectations of adequate social protection (Schra@@5, 78-79). The two big parties
competed over who would meet best this demand ddoauld claim credit for expanding
the welfare state.

Given the need to win voters in the center, advogatdical reforms such as the
socialization of industries was not an option fog SPD because it would have deterred
voters with more moderate views. The Christian Denaits, by contrast, could not pursue the
‘free market’ logic that pundits close to the pativocated because centrist voters demanded
adequate social protection. In addition, the eristeof only three parties and, especially, the
‘catch-all’ character of SPD and CDU had the eftbet parties tried to make comprehensive
proposals that appealed to broad sections of #waehte. For the two dominant parties,
privileging narrowly defined groups was not a wimmstrategy.

Two minor qualifications have to be added to thisvailing logic of centripetal
competition. First, the expansion of social pokegs to some extent constrained by the
presence of the FDP. Especially the CDU had todalasiing market-liberal voters to the
FDP. The SPD, in turn, had to make compromises wgoverned in coalition with the
Liberals (1969-1982). Second, to say that both damti parties focused on the political
centre does not mean that we can not distinguisipalicies pursued by either of them. The
tendency of policy proposals was strongly deterchioy the logic of competition, but the
ideological starting point of each party remainecoignizable.

One of the first post-war decisions in the fielduaemployment compensation was
actually conditioned by path dependency. In 194va decided to re-introduce
unemployment insurance and unemployment assistantiee basis of the old legislation
from 1927 In the social and economic post-war emergencysligrs preferred to fall back

on existing legislation instead of designing a rsyatem. Moreover, groups with vested

" For accounts of how unemployment benefits develap&ermany during welfare expansion see Schmid et
al. (2001), Schmid et al. (2005), Schmid and Oselnsity (2008a, 2006), Alber (1987), and Clasen (1994
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interests in the old systems supported this ch@tesen, 1994, 62). However, this was
intended as a provisional solution and a laterrmefawas meant to decide on the post-war
unemployment benefit system.

While, obviously, the existence of these policyesnles conditioned subsequent
reform decisions, the comparison to the Italiarecd®ws that different paths of development
were still possible. As happened in Italy, Germalitigal parties could have failed to update
and expand unemployment insurance and unemployassigtance and instead could have
resorted to discretionary public work programs gaderous special benefit schemes for
narrowly defined groups of workers. This did ndtetplace. Rather, German parties chose to
increase the benefit levels of unemployment insteand unemployment assistance and to
make them accessible for a wider range of workéesice, both schemes were turned into a
stratified but comprehensive system of unemployrbengfits to which, later, social
assistance was added (as a reform of previousgaddistance). Table 4 provides an

overview of the German unemployment benefit systéthe end of welfare expansion.

- Table 4 about here -

By the time that the major reforms of unemploymastirance and unemployment
assistance were adopted (1956) centripetal congretitas well under way. In 1952, the SPD
still favored to abolish the multi-tiered systemuolemployment compensation in favor of a
universal scheme. Two years later, it put the gawnercoalition under pressure by submitting
three legislative proposals that aimed at extendowgrage and benefit levels of
unemployment insurance and assistdfidhis policy proposal was much closer to the
position of the Christian Democrats and, henceablé for attracting voters close to the

CDU. The government reacted by putting forwardus proposal that went essentially in

18 Minutes of the Cabinet Committee on Economic AffdKabinettsausschuss fiir Wirtschaft5th meeting, 3
August 1954,
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the same direction, i.e. maintaining both beneditst but increasing their coverage and
generosity. Following more detailed discussiongarliament, in the end, the bill got the
consent of all parliamentary parties (Schmid et2805, 289-92). This process illustrates how
the CDU-led government reacted to competition lgySFPD not only by accelerating the
reform of unemployment benefits but also by adngsto the Social Democratic proposal.

That competition between the two big parties aedteral considerations influenced
social policy reforms in this period has actuakeh reported by many observers with respect
to the important pension reform of 1957, but withdtawing conclusions about the relevance
of the party system structure. In fact, the pensedorm followed a pattern similar to the
reform of unemployment insurance and unemploymssistance (Schmidt, 2005, 79-83;
Abelshauser, 2004, 194-200).

According to Schmidt (2005), after the 1957 pense&form the objectives of welfare
state expansion changed. Social policy making wagamy more concerned with “combating
the most urgent needs” but with an “extension amsolidation of social policy under the
sign of the prosperity that had recently been agdé(ibd., 76). In political terms, this
implied that the demands of the most importantisestof the electorate and interest groups
had been taken care of and that the two catchaaligs had the chance to promote reform
projects that would further consolidate their sbcansent. In addition to bipolar competition,
it is likely that the context of multi-party comigein played a role here, i.e. in pushing the
major parties to compete also against smallergsadr to avoid the rise of new smaller
parties. The introduction, in 1961, of a socialstasice scheme that was designed to

guarantee a socio-cultural minimum standard ohdjviias to be seen in this ligfitThis

9| particular, the GB/BHE, the party that repreedrthose expelled from former German territoriethi
East, presumably played a role. Many of the expsltead to rely on public assistance. PossiblyCb¥ tried
to absorb the electorate of the GB/BHE, whichaictfbecame marginal after the 1961 election.
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reform was adopted only several months before ¢xé parliamentary election.
Commentators at the time interpreted the bill asiaora series of “election presents”.

Full employment during the 1960s rendered unempéntmompensation a low
political priority (Schmid and Oschmiansky, 2008a)hen, however, in 1967 a small but
sharp recession briefly augmented unemploymenwthssimmediately perceived as
potentially undermining political legitimacy andetheplacement rate of unemployment
insurance (ca. 44% for average earners) was degragequate. The Grand Coalition of
CDU and SPD that had taken office in 1966, quicgproved an increase of benefit levels of
unemployment insurance and assistance. The FDRotlicbntest the fact that benefit levels
were raised but considered the rise as too steefs fole as a right-wing competitor it
strengthened the cause of the market-liberal wintgeoCDU who also favored a more
limited increase. Thus, the original proposal @& @hristian Democratic Labor Minister of
lifting the replacement rate by 20 percentage gaivds moderated down to 15 percentage
points (Clasen, 1994, 95-7).

A similar constraining role, even if modest, waaygld by the FDP when the Labor
Promotion Act (AFG) was adopted in 1969. While thisagain expanded unemployment
insurance and assistance, the main contestedwsmibow to finance the active labor market
programs that constituted the core of this refdinong the contribution-based funds of the
Employment Agency or from general revenue). Thettzat the next election was coming up
reinforced the position of the market liberal CDAd¢tion that worried about losing market
liberal voters to the FDP. This contributed to #ueption of the preferred option of the
market liberal wing, i.e. financing through contritons (Matzke, 2004, 30-36).

It would be expected that the subsequent governowaiition between Social
Democrats and Liberals (1969-1982) found it impalssio reach agreements in the field of

social policy due to the high ideological distancethese issues between the two parties.

' Dije Zeit 12.5.1961, ‘Endspurt in Bonn'.
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However, as long as favorable economic conditiorsaled the two coalition partners found
amodus vivendihat enabled the SPD to pursue, within limitsekpansionary course. This
compromise was made possible by two factors: Rrdtyision of policy areas allowed the
Social Democrats to go ahead with extending seealrity, which in some cases benefited
also the constituencies of the Liberals (in paléicthe self-employed). But other projects
such as an amplification of workers’ participatiarcorporate governance were not tolerated
by the FDP (Schmidt, 2005, 91-92). Second, a certenderation of both sides facilitated
cooperation.

When in 1974 unemployment rose again, as a consegud the economic crisis, it
became immediately a political issue. The numbemamployed people rose from a very
low level but it rose steeply. The government redatith three measures in the field of
unemployment compensation: it introduced a betigdit secured for three months the wages
of workers whose employers went bankrufdrikursausfallgely it raised again the benefit
levels of unemployment insurance and assistanckit @xpanded social assistance (Clasen,
1994, 124-126). In order to ease people’s worneks at the same time, claim the credit for
recent expansions of unemployment compensatio8®i2 printed a leaflet of more than a
million copies that was distributed in front of ic&# buildings and factories. The leaflet asked
workers not to be anxious in the face of risingrapyment and reassured them that thanks
to recent reforms of unemployment compensationpidbduring SPD spells in government,
“the employee in the Federal Republic is bettetguted than most of his colleagues in other
countries of the world®! Hence, in the very beginning of the phase of aitgtevhen the
continuation of tight economic conditions was net gecognized, the governing party reacted
in the way that had characterized social policy imgkn the recent decades: it swiftly met

social demands in order to increase electoral etinse

2L Cited byDer Spiegel14.10.1974, “"Die armen Schweine und die andéren”
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In sum, the way how unemployment benefits were eapd after the Second World
War was conditioned by two factors: First, centigbeompetition between two dominant
parties, on the centre-left and on the centre-rifgitilitated policy competition over offering
the best social protection for core groups of ®t&econd, the fact that competition was
dominated by two catch-all parties favoured theoadiction of comprehensive benefit
schemes. The foundational reforms of unemploymesurance and unemployment assistance
were driven by the need of the governing CDU toecqolitically relevant social demands
that the Social Democratic opposition threateneeijaoit for its own electoral purposes. The
adoption of social assistance was less salieddped to stabilize the electoral consent of
the Christian Democrats. During the linear expamsibthis benefit system the governing
parties repeatedly reacted to rising public conedmut unemployment by increasing benefit
levels. Not to take care of these social concemslavhave left either party vulnerable to the
other party exploiting the issue. This expansiomsth was only to a limited degree

constrained by the Liberal party.

4. Conclusion

This paper has made a case for the relevance tyf ganpetition to explaining social policy
development. Given that Italy and Germany shargidhdar partisan composition of
government, and relatively similar political, weldaand economic institutions, their widely
different logics of party competition are the keyetxplaining the marked divergence of
unemployment benefit systems after World War |II.

In Italy the polarized party system generated drifegal mode of competition. This
blocked decisive reform efforts and left space dalya particularistic mode of policy-
making. Moreover, the radical left had particulamer in this polarized system so that its

preferences, first, for employment creation antdr|dor employment protection shaped the
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development of unemployment benefits. These bedagidy fragmented with wide
differences in generosity.

In Germany, low polarization and the presence of dminant parties encouraged a
programmatic mode of competition that focused @nters in the center of the political
spectrum. This helped to bring about relativelyegens but comprehensive benefit schemes
for the standard workers. Social assistance wasexganded after these core groups had
been covered.

Obviously, this paper focused on two broad andrigtehstinct logics of party
competition (centrifugal and centripetal). It maem not surprising to find an effect on
policy output at this level of variation. Howeveq far even the influence of fundamental
differences in political competition such as thisseot sufficiently recognized in comparative
welfare state research (but see Ferrera, 1993)dwer, the objective of this paper was to
make a clear case for the relevance of party catigretOnce this relevance is
acknowledged, further research can explore moeetfined mechanisms. | have indicated in
Section 2, how variations within each broad modeoohpetition may have an impact on
policy reforms. In the case of centrifugal competitmuch depends on the policy interests of
the extreme parties. In the case of centripetalpatition different spatial configurations can
shift the focus on different groups of voters ameirt policy preferences (see e.g. Picot,

2009b).
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Figuresand Tables

Figure 1: Centrifugal party competition in a patad party system.

R o X

oA A A o
left Party A Party B Party C right
Notes:

- Parties A, B, and C indicate only the most imaottparties (or poles) of the party system.
Polarized party systems usually have more tharrttepgSartori, 1976).

- The arrows indicate the incentives in terms @ftisih competition. The centripetal arrows of
party A and party C are cancelled in order to ulviethat, being anti-system parties, they do
not respond to these incentives.

Figure 2: Centripetal party competition in a nodapiaed party system.
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Notes:
- The parties in the figure indicate only the magbortant parties (poles) of the party system.
- The arrows indicate the incentives in terms @aitisth competition.



Figure 3: Italian party system in 1973.
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Notes: Party positions are calculated by takingaterage self-placement of the voters of
each party. Vote shares are from 1972 and as ite Pafielow).
Sources: Rehm (2007), Italian Ministry of the lider

Table 1: Italian system of unemployment benefit$9@8.

Benefit scheme

Eligibility

Net Replacement Rate

Wage supplementation fund

(Cassa Integrazione
Straordinarig

- workers from industrial
firms with more than 15
employees that are laid off
but formally still employed
- subject to negotiation
between firm, union and
government

88.2%

Special unemployment
allowance {rattamento
specialg

- unemployed industrial
workers from firms that go
bankrupt

(not available, nominal
replacement rate: 66%)

Special unemployment
allowance construction sect

- unemployed construction
pworkers from firms that go
bankrupt

- subject to contributory
requirements

(not available, nominal
replacement rate: 60%)

Special unemployment
allowance agricultural secto

- unemployed agricultural
r workers from firms that go
bankrupt

(not available, nominal
replacement rate: 66%)

Unemployment insurance

- all unemployed

- subject to contributory

9.4%
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requirements

Unemployment insurance | - unemployed agricultural | 9.4%
agricultural sector workers registered in local
employment records

- subject to contributory
requirements

No minimum income scheme - all those not eligilolegny | No public protection
of the benefits (above)

Sources: see footnote 11, Net Replacement Ratdmaeel on Scruggs (2004) and own
calculations.

Table 2: Italian parliamentary election results484976.

FDP/

PCI PSIUP PSI PSDI PRI DC PLI uQ Mon MSI others turnout
1946 18.97 20.72 146 437 3518 6.79 528 277 448 89.08
1948 30.98 7.07 248 4851 382 278 201 236 92.23
1953 22.6 127 451 162 401 3.01 6.85 584 274 93.84
1958 22.68 1423 455 137 4235 354 486 476 162 93.83
1963 25.26 13.84 6.1 1.37 38.28 6.97 175 511 132 92.89
1968 26.9 4.45 14.48 1.97 39.12 5.82 1.3 445 151 9279
1972 27.15 1.94 961 514 286 38.66 3.89 867 211 93.21
1976 34.37 964 338 3.09 38.71 1.31 6.1 3.4 93.39

Notes: Party results are % of party list votes tfoeg Lower House Gamera dei Deputati

1946: Constituent Assembly). Turnout is % of thes#tled to vote.

1946: PSI named PSIUP, PLI namddione Democratica NazionagléMonarchists (Mon) named
Blocco Nazionale della Libertdartito d'Aziondnstead of PSDI

1948: electoral list of PSDI is namddnita Socialista Monarchists namedPartito Nazionale
Moncarchicq UQ isBlocco Nazionalgjoint list with PLI);

1958: Monarchists are sum of two party lists;

1968: PSI together with PSDI: PSU,;

1976: others include DP 1.52% and PR 1.07%

Source: Ministry of the Interior.

Table 3: German parliamentary election results 91Pd76.

SPD CDU/CSU FDP DP GB/BHE others turnout

1949 29.2 31.0 11.9 4.0 23.9 78.5
1953 28.8 45.2 9.5 3.3 5.9 7.3 86

1957 31.8 50.2 7.7 3.4 4.6 2.5 87.8
1961 36.2 45.3 12.8 5.7 87.7
1965 39.3 47.6 9.5 3.6 86.8
1969 42.7 46.1 5.8 5.5 86.7
1972 45.8 44.9 8.4 0.9 91.1
1976 42.6 48.6 7.9 0.9 90.7

Note: Party results are % of party list votés/éitstimme) Turnout is % of those entitled to
vote.
Sources: vote shares: www.bundestag.de; turnoderBeStatistical Office (2006).



Figure 4: German party system in 1973.
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Notes: Party positions are calculated by takingaterage self-placement of the voters of
each party. Vote shares are from 1972 and as ile Bab
Sources: Rehm (2007), www.bundestag.de.

Table 4: German system of unemployment benefilOifb.

Benefit scheme

Eligibility

Net Replacement Rate

Unemployment insurance

(U

- all unemployed
- subject to contributory
requirements

69.2%

Unemployment assistance

- all unemployed
- subject to having exhauste
ul
- or subject to contributory

requirements (lower than for

ul)

(not available, nominal
deplacement rate: 58%)

Social assistance

- all persons in need

34.5% (@using
subsidies)

Sources: see footnote 17, Net Replacement Ratdmaeel on Scruggs (2004) and own

calculations.



