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At the Nice Euro pean Coun cilin De cem ber 2000, the heads of state and gov ern-
ment ofthe Euro pean Union (EU) were un ableto come to an agree ment on ex tend-
ing qualified majority voting to issues dealing with social policy. A predictable
outcome, almost a foregone conclusion. Indeed, the streamlining of decision-
making pro ce dures inthese mat ters would have given the Com mis sion con sid er-
able clout—asitisin charge of setting and sched uling the com mu nity agenda —as
regards issues of le gitimate con cern for Euro pean citi zens. Yet, itis only natu ral
thatnational governments wantto keep theirveto. When everde cisions have to be
made con cerning the size of the wel fare state or the share of GDP to be al lo cated
tosocialtrans fers and pen sions, the citizens of the vari ous EU coun tries mani fest
a clear desire to maintain the status quo. A recent survey by the Rodolfo De-
benedetti Foun dation shows that, when budget con straints are made clear (thatis,
when pro pos als are made eithertoin crease both trans fers and taxes ortore duce
both), Euro pean citi zens tend to want to keep things the way they are; they would
pre fer nei ther to ex pand nor to cut back on the wel fare state.? It would have been
difficult,therefore, fornationalgovernmentstojustify dele gatingre sponsibility for

1 Thisis are vised and up dated ver sion of an ar ti cle pub lished in the Ital ian for eign policy year book,
L’lItaliaelapoliticainternazionale (Bo lo gna: il Mulino, forth coming), a joint en deav our of the IAl and
the Istituto per gli Studidi PoliticaInter na zion ale (ISPI).

2 T. Boeri, A. Borsch- Supan, and G. Ta bel lini, “Would you like to Shrink the Wel fare State? The O pin-
ions of Euro pean Citi zens”, EconomicPolicy, no. 32, 2001. Simi lar in di ca tions emerged from a sur-
vey by Euro ba rome ter in the early nine ties; see Euro pean Com mis sion, “EU Citi zens and So cial
Protection”, Eurobarometer Survey on Opinions and Attitudes of Euro pe ansno. 68, Brus sels, 1993
(europa.eu.int/comm/dg10/epo/eb.html)
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these matters to a supranational authority, especially in the small EU countries
withcom pre hensiveand generouswelfaresystems, suchasthe Nordiccountries,
orin GreatBritain, which dedicateslessre sourcestosocialexpendituresthanthe
ma jorcountriesofcontinental Europe. Both feared —for op po sitereasons—being
drawn into the orbit of the French and German welfare systems.

Nev erthe less, there will be a high costto pay for not strengthening Euro pe’s
supranational authorities. Itwillbe more dif ficultto pass re formsthatin crease the
transferability of so cial pro tec tion bene fits. It is true that pro vi sions have beenin
place for years for the trans fer of nu mer ous bene fits from one coun try to an other,
includ ing so- called “first pil lar” pen sions, but these pro visions must be fur ther de-
fined and extended (above allasre gards sup ple mentary pensions, unem ploy ment
bene fits and so cial as sis tance). With out this kind of up dating, la bour mo bil ity will
re main low in the EU. Itis still hard for Euro pean citi zens to take ad van tage of one
of the main benefits associated with belonging to a single, integrated economic
space: the possibility of changing your job and moving some where else if the com-
pany you work for or the re gion you live inis in dif fi culty. Full la bour mo bil ity in the
EU would be an im portantform of so cial in surance.

Achievingthisobjective callsfortheintervention of Euro peansupranational
authorities, notonly be cause meth ods for calculating pen sions and forms of taxa-
tion on supplementary schemes have to be coordinated among the member
states, but also be cause the Com mis sionisinabetter po sitionthan national gov-
ernments to withstand pres sure from national lob bies (such as that of in sur ance
companies)whichtenaciously op pose astiffeningof competitioninthe provision
of supplementary pensions.

The first part of this article con sid ers the prog ress made to date in co or di nat
ing social policies among EU countries and discusses the ambitious objectives
establishedbytheLisbonsummit. The seconddis cussesthe contribution made by
Italyto Commu nity action. Thethird as sessestheadvantagesanddisadvantages
forltaly ofapossible future strengthening of Euro peansupranationalauthorityin
theseissues.

Seeking coordination in EU social policy

Although the nine ties were es sen tially the Maas tricht dec ade, char ac terised by
monetaryunionandcoordinationofmacroeconomicpolicies, theyalsowitnessed
afewtimid steps on the part of the EU with re gard to struc tural re forms, es pe cially
in wel fare and the la bour mar ket.*

The most important innovations involved employment policy. The turning

3 See G. Bertola, T. Boeriand G. Ni co letti, Wel fare and Em ploy mentin a United Europe (Cambridge,
Mass.: MIT Press, 2001).

4 For are con struc tion and as sess ment, see M. Ferrera, A. He merijck and M. Rho des, The Fu ture of
So cial Europe (Ox ford: Ox ford Uni ver sity Press, forth coming 2001).
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pointcoincidedwiththe be ginning ofthe so-called“Luxembourg process”in 1997
and the introduction of a new chapter on em ploy mentinthe Am sterdam Treaty.
This chap ter calls for co or di nation of na tional poli cies through a new strat egy of
“manage mentbyobjectives”,andthe Luxembourgprocess (thuscalledbe causeit
was launched at the ex traor di nary EC meeting on em ploy ment held in the Grand-
duchy in November 1997) is one way of implementing this coordination. Each
December, the Union institutions set employment guidelines and subsequently
verify by means of an institutionalised procedure whether they have been con-
cretely implemented by member states. The National Action Plans, to be
pre sented to the EU by each govern mentin spring, pro vide for the in volve ment of
the socialpartnersinthedefining ofobjectivesandinstruments. Inautumn, the EU
assesses the achieve ments, se lects the “best prac tices” (so- called “bench mark-
ing”) and draws up country specific recommendations.

In spite of its “soft” character (that is, lacking any binding or sanctioning
measures),thecoordinationprocessistakingongrowingimportanceintheformu
lation of public policy at the supranational, national and sub-national levels.
Althoughtheaccentisonemploy ment, the Luxembourg process hascrucialim pli
cations for other sectors of so cial policy aswell. Itis notsur prising that many of the
guidelines in the field of em ploy mentdrawn up so far within the new in sti tu tional
frame work call forthere form of various as pects of national wel fare systems: from
the way in which benefits are financed, to the eligibility criteria, to the sanctions
applied to those who seem not to cooperate with public em ploy mentservicesin
actively seeking work.

Acoordinationprocess has also slowly started to take shape in the field of so-
cial protection as such, thanks mainly to the efforts of the Commission and the
Euro pean Parliament. Thisprocessbe ganin 1992, spurred by tworec om men da-
tionson“convergence"oftheobjectivesofsocialprotection.5 Itcontinuedwiththe
establishment of a system of periodicverification (the Reports on Social Protec
tion in Europe) and the launching of a frame work ini tiative on the fu ture of so cial
protectionandits “modernisation” (atermcoinedina1997 communication®). The
pro cess peaked with a pro posal ad vanced by the Com mis sion in 1999 to un der-
take a “concerted strategy for modernising social protection”, modelled on the
Luxembourg process.’

Athird emerging ele ment of Euro pean so cial policy (inthe broad sense) isthe
so- called “macroeconomic dialogue”in au gurated atthe Cologne sum mitin 1999
to favour coordination among European business and trade union

5 The first (92/441/CEE) was the Coun cil'srec om men dation of 24 June 1991, de fining com mon crite-
riafor sufficient re sources and services in the so cial pro tec tion sys tems; the sec ond (92/442/CEE)
wasthe Council'srecommendationof27 July 1992, relative to convergence of objectivesand so cial
protectionpolicies.

6 Communicationfromthe Commissionno.1020f12March1997,“Mod ernisingandimprovingso cial
pro tec tion in the Euro pean Union”.

7 Com mu nication from the Com mis sion no. 347 of 14 July 1999, “A con certed strat egy formod em is-
ing social protection”.
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representatives, the Commission, the ministers of finance and labour, the Euro-
pean Central Bank and the gov er nors of the national cen tral banks on the sub ject
of the interconnections between wage, monetary, budget and fiscal policies. As
mini mal as it may seem, this new strat egy of con cer tation could be use fulin over-
comingtheinstitutionalim passesinwhich many attempts at“positiveinte gration”
in sec tors other than those of the mar ket and the cur rency have bogged down in
the past. The firstre portonin dustrialre lations put out by the Com mis sionin June
20008 is strongly slanted in this direction, aimed as it is at highlighting the prog-
ress made in strength en ing “so cial dia logue” at the Euro pean level.

During 2000, the Lux em bourg pro cess, the con certed strategy formod ernis-
ing socialprotection,andthe macroeconomicdialogue were givennewimpetusas
regards both substance and method by the Portuguese presidency (January-
June), which culminated in the extraordinary Lisbon Council in March 2000. On
that oc ca sion, the heads of state and gov ern ment agreed upon a very am bi tious
strate gic ob jective for the nextdec ade: the Union “should be come the most com-
petitive and dynamic knowledge-based economy in the world, capable of
sustainable eco nomic growth with more and bet ter jobs and greater so cial co he-
sion”.® Three main ef forts have to be un der taken to reach that ob jec tive:

thetransitiontothe neweconomyhastobeaccelerated, intensifyingall struc
turalre formsthatcanfavourcom petitive nessandinnovationthrough market
liberalisation;

the Euro peansocialmodel hastobe modernised, makingthe policiesinvolv-
ing human capital morero bustand fighting so cial ex clu sion;

development has to be sustained through an appropriate mix of mac-
roeconomic policies.

Aboveandbeyonddeclarationsofprinciple,theLisbonCouncilsetambitious
objectives for increasing the employment rate in Europe. The percentage of the
working age population gainfully employed should increase from 62 percent in
1999 to 70 percent in 2010 and the rate of female employment should rise to at
least 60 percent.

Asformeth ods, the Council confirmedtheimportance of “opencoordination”
(as in the Luxembourgprocess)andalsointroducedtwoim portantinnovations:

opencoordinationwillbeextendedtoeducationandsocialinclusionpolicies.
The Euro pean Coun cil will take on the task of man ag ing all pro cesses be gun
inthe fields of em ploy ment, eco nomic re forms and so cial co he sion (Lux em-
bourg, Car diff, Yco logne, con certed strat egy, etc.). Each March, a ses sion of

8 EuropeanCommission, Industrial Re lationsin Europe, Brus sels, 2000.

9 Con clu sions of the Presi dency, Lis bon Euro pean Coun cil, 23- 24 March 2000.

10 The Car diff pro cess re gards co or di na tion of struc tural re forms to in crease the effi ciency of the internal
market.
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the Euro pean Coun cil will be dedi cated to the is sue, as a gath ering point for
and link between the variousprocesses;

member countries will be committed to supporting the overall plan (now
known as the “Lisbon strategy”), actively collaborating in the common dia-
logue and benchmarking. Although not explicitly stated, open coordination
could in the fu ture be taken as a kind of pre para tory stage for the “en hanced
cooperation”al ready mentioned inthe Treaty of Am sterdam and now ex plic-
itly called for by the Nice Treaty: af ter a breaking- in pe riod, a cer tain number
of coun tries more in ter ested and open to the idea of a fed eral Europe could
move onfromopencoordinationtoenhancedcoop eration—thatis greaterin-
tegrationasconcernssub stance and decision- makingin stru ments.

Inadditiontoemphasisingsocial policyduringthe Marchand June Euro pean
Councils, the Portu guese presidency setup a High Level Work ing Party on So cial
Protection,com posedoftwo high-ranking officialsfromso cial ministries per coun
try, tasked with launching the concerted strategy for modernising the social
protection systems. Duringthe course of the year, the status of this new body was
raised and formalised: it is now officially called the Social Protection Committee
and will operate in parallel and conjunction with the Employment Com mittee cre-
ated earlier for the operational management of the Luxembourg process.* In
addition to improving, along with the Commission and Eurostat, the information
systemforsocial protection (datacollection, analy sis and as sess ment), the new
com mit tee should help to draft the Pro gress Re port on the Lis bon Strat egy to be
presented annually at the spring session of the European Council dedicated to
economicandso cialissues, and should provide op erational guide lines forachiev-
ing the four objectives set down in the 1999 communication® and adopted in
Lisbon:ensuringsustainable pensions,promotingsocialinclusion,developingan
active em ploy mentpolicy; andim provingthe quality and fi nan cial sta bil ity of the
health systems. The Euro pean Coun cil in Santa Maria da Feirain vited the com mit-
tee to give priority to the first two objectives, in accordance with two
communicationsonsocialexclusionandpensionspre paredbytheCom mission.™

On the operational plane, the Broad Economic Policy Guidelines (BEPGS)
were approved between April and June 2000, on the basis ofthe pro ce dures set
down by the Co logne pro cess.*In line with its so cial ori entation, the Por tu guese
presidency worked to get around the traditional decision-making duopoly of the

11  Seethe new Ar ti cle 144 of the Treaty es tab lish ing the Euro pean Com mu nity (TEC) amended in
Nice.

12 Communication from the Commission, “Strategies for jobs in the information society”
(COM/6193/00).

13 Commu nicationsfrom the Com mis sion no. 79 of 1 March 2000, “Build ing anin clu sive Europe” and
no. 622 of 11 Octo ber2000, “The future evolution of so cial pro tection from along- term point of view:
safe and sustain able pen sions”.

14  Council re portonthe Broad Guide lines of the eco nomic poli cies of the mem ber states and the Com-
mu nity, sub mit ted to Santa Maria da Feira, 19/20 June 2000.
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Com mis sion and Ecofin, calling for greaterin putfrom other Coun cilbod ies (mainly
the Em ploy mentand So cial Policy Coun cil) and the so cial ac tors, as called for by
the in clu sion of the Co logne pro cessin the broader Lis bon strat egy. As it was the
first round of the strategy, Portuguese efforts were not very successful and the
BEPGs ap proved in June were fo cused mainly on eco nomic and fi nan cial is sues
(policiesforincreasingstability, promotingaknowledge-based economy, sustain
able develop ment, wage mod eration, re form ofthe labour mar ket).

Finally, atthe end of Por tugal’s term, the Com mis sion pro posed that a more
spe cific programme of com mu nity action againstso cial ex clusion be setup onthe
basis of Article 137 of the Treaty of Amsterdam.’® The objectives of the pro-
gramme are to analyse and assess social exclusion and the policies in place to
combatitinthe mem ber states, pro mote coop erationaswellasasystemofbench-
marking among countries, and support networks of actors involved in the fight
againstexclusion. The programme should be agreed upon and launched in 2001.

Duringthe French presidency (July- December), theis sues of unem ploy ment
and wel fare un der standa bly lost ground on the com mu nity agenda, giving way to
institutionalre forms. True, the latter also have a“so cial” com po nent, which came
out both duringnegotiation of the Union’s Charter of Funda mental Rightsandin
the extension of majority voting (one of the pro pos als be ing to ex tend it to ques-
tions concerning social security, opposed above all by Great Britain).16 But the
mainthrustofthelIntergovernmental Conferencelayelsewhere, essentiallyinen-
largement, the rebalancing of powers among countries, and enhanced
cooperation. Nev ertheless, there were also afew events of sig nifi cance for so cial
policy in the sec ond half of the year.

With the publication ofthe Joint Em ploy ment Re portin Sep tem ber (for mally
approved by the Council in December), the Luxembourg process reached its
fourth round. The Na tional Ac tion Plans that the mem ber states had pre sented in
May were as sessed by the Com mis sion, which for mu lated 55 rec om men dations.
The guide lines pro posed for 2001 con firmed the tra di tional four “pil lars” of Euro-
pean employment strategy (promoting employability, entrepreneurship,
adaptabilityandequalop portunities)withafewimportantnovelties: new“horizon
tal” guidelines on employment rates, lifelong learning and the involvement of
social partners; more spe cificob jectivesrelative to the pil lars of adapt abil ity and
equalopportunity;newemphasisontheregionaldimensionofemploy ment, thein
volvement of local authorities and the fight against work in the underground
economy and more. The guidelines for regional development and for the fight

15 Proposal for a de cision of the EP and of the Coun cil es tab lish ing a “Pro gramme of Com mu nity ac-
tion to encourage cooperation between member states to combat social exclusion”
(COM/2000/0368 — COD/2000/0157).

16 Even if the decision-making procedures were not changed, the new Article 137 of the TEC
amended in Nice added two items to the list of mat ters in which the Com mu nity “sup ports and inte-
grates” the ac tion of the mem ber states: the fight against so cial ex clu sion and the mod erni s ation of
so cial protection systems.
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againstundergroundwork, in particular, wereintroduced upon ltalianinitiative,in
an attemptto shift the axis of Com mu nity rec om men dations to wards prob lems of
greaterconcernto EU Mediterraneancountries, given thatthe origi nal guide lines
were mainly tailored to the ex perience ofthe northerncountries.

InNovem ber, Ecofinap proved and made publicaprogressre portontheim
pact of population ageing on public pension systems, drafted by an
intergovernmentalworkgroup (coordinatedby Vittorio Grilliofthe Italian Treas-
ury Ministry). There portis meantto contrib ute tolength eningthe ti me frame of
economic policydecisions,emphasisingtheinterests ofthose whowillbe 60in
2050. For the first time, it produces long-term spending estimates for all EU

countries, basedonhypothe sesthatare consistentamongthe variouscountries.

Up to that time, various countries had provided projections with shorter time-
frames: Luxembourg up to 2020, Portugal 2025, Germany and Austria 2030,
France 2040. The pro jections con tained in this re port cover the next fifty years
and all EU coun tries, even those that have been most re luc tant to pro duce (or at
least make public) their projections for welfare spending and to update them
every twoto three years, taking ac count of un ex pected variations in growth rates
andthe mainaggre gatesinvolvedincalculatingthe pensiondeficits (wages,em
ployment rates, etc.) Furthermore, the projections are based on explicit and
inter nally con sis tent hy pothe ses, jointly agreed upon by a work ing group of the
EU Economic Policy Committee. For example, it is hypothesised that there will

beagradualconvergenceingrowth oflabourproductivityamongmem ber states:

as of 2025, the rate of growth of la bour pro duc tiv ity will be the same through out
the EuropeanUnion. Thisisim portantbe cause smallvariationsinfuture sce nar-
ios as regards the dynamics of labour productivity can generate considerable
differencesinspendingprojections. Thus, these fig ures make it more dif fi cult to
propose politically attractive schemes based on heroic assumptions about mi-
gratory trends, the growth of productivity or the degree of participation in the
labour market.

But what aroused the great estinter estin the pressinthe sec ond half of 2000
was the approval in Nice of the new five-year (2000-2005) European Social
Agenda. This docu mentlays out six main ori en tations for EU policy in this field: 1)
fostering more and better jobs; 2) predicting and managing the changes in the
work place by creatinganewbalance be tween flexibility and se curity; 3) fighting
poverty and all forms of exclusion and discrimination;4) modernisingso cial pro-
tection;5) promoting equal op portunity; 6) strengtheningthe social policy aspects
of enlarge mentandthe EU’s externalrelations. For each ofthese majororienta-
tions, the agenda envisages a detailed range of initiatives which will involve all
im por tantactors:the Com mis sion, the Coun cil, the Euro pean Par liament, the na-
tional, re gional and lo cal gov ern ments, the so cial partners and non- governmental
organisations.Inordertoimple mentthe agenda, re course will be made to all avail
able institutional procedures: social dialogue, legislation, structural funds (in
particular, the European Social Fund), com mu nity action plans, in stru ments for
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evaluationandinfor mation—so- called “main streaming”!’,as well as open co or di-

nation. Inline with the Lis bon strat egy, this lat ter method will be strength ened and
extended:strengthenedbydefiningincreasingly sophisticated“performanceindk
cators”thatmakeitpossibletosetupscoreboardsatthe Com mis sionfor monitor-
ing and evaluation; ex tended — for a start —to the sec tor of so cial ex clu sion. The
new So cial Protection Com mittee will be in charge of man aging a new pro cess to-
gether with the Com mis sion. The first step was the pres en tation by each mem ber
state within June 2001 of a two- year ac tion plan for fight ing pov erty and so cial ex-
clusion in accordance with set objectives and indicators. This is an important —
anddemanding—innovation,aboveallforcountrieslike Italy, traditionally notwell
equipped for operational (and not only declaratory) planning, monitoring and
evaluation.

The Italian point of view and Italianinitiatives

As in other sec tors, Ital ian ac tion in the EU are nas in the field of so cial policy dur-
ingthe year 2000 was characterised by little attentionfortheis suesonthe agenda
and markedproblemsincoordination—bothhorizontal (amongministers, between
thegovernmentandparliament)andvertical (betweenthe permanentrepresenta
tives in Brussels and the central government, between the latter and the sub-
national governments). The result was limited external impact on supranational
policy- making. The mostemblem aticindicatorofthelackofcoordinationmaywell
be the following: the De part ment of So cial Af fairs of the Prime Min is ter’s Of fice,
led by the Minister for Social Solidarity Livia Turco, was only brought into the
decision-making process in the last months of the year. During the Portuguese
presi dency, which shaped, as pre vi ously stated, the EU agenda for so cial is sues
notonly forthe year 2000, but for the next five years, coordinationandrepre senta-
tion of Ital ianin ter ests was mo nopo lised by the Min is try of La bour.

The ab sence of co ordination was even more seriousif one thinks thatin 2000
the Italian gov ern mentwas in volved in at least two ef forts of greatim por tance for
the community agenda: experimentationof the Minimum Insertion Income (Red-
ditominimodiinserimento - RMI) and ap proval of the frame work law for the re form
of social assistance. The latter set up a solid and promising institutional frame-
work for the reshaping of many social benefits and services, thereby creating
virtuouscirclesbetweenassistance, thefamilyandthelabourmarket. Butinorder
to be come op erational, the frame work law calls for along list of im ple men ta tional
rules (about 15 are the re spon si bil ity of the gov ern ment and a dozen or so of re-
gional authorities). There form also calls for the es tab lish ment of in for ma tion and
planning systemsthatwill be essentialifltalyistoparticipate effectivelyinthe new
process of open coordination as regards the fight against social exclusion. It

17  Thistermreferstothe pre ventive evaluation of Com munity initiatives to as sesstheir con for mity with
re spectto cer tain set ob jec tives, such as gen der equal ity.
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re mainsto be seen whether Italian in sti tu tions will be able to fill the gaps be tween
the national and the supranational levels as regards both organisation and
substance.

Minimum Insertion Income (RMI) and the framework law (legge quadro) for
social as sistance re formare two largely in com plete re form fields. Inre sponse to
Community urgings, some progress was made in monitoring the labour market.
Two monitoringre ports, draftedin June and De cem ber 2000 by the work ing group
for monitoring the interventions on employment and labour policy set up by the
Ministry of Labour, offered quantitative sup portforthe National Em ploy mentPlan
sent to Brus sels in May 2000.8 Yet, the Minis try’s plan ning ca pa bili ties still seem
weak and the frag mentation of com munity directivestendstobere flectedinthe
dis persionofinitiative proposals. Asthe Commission’s Joint Em ploy mentRe port
2000 points out,*? Italian plans continue to be evasive about the structure that
shouldim ple mentactive labour mar ket policies, the re form of the em ploy ment of-
ficeandthe establishmentofapublicemploy mentservice ofthekindthatexistsin
other OECD countries. Ac cord ing to the Com mis sion, this keeps It aly from adopt-
ingapreventiveap proachtoem ploy mentproblems. The JointRe portalsolaments
Italy’s delayinreformingsocial buffers.

Theltaliangovernment’'smostsignificantcontributiontocommunityactionas
re gardssocial policy may wellhave beenthe coordination of medium-termprojec-
tionsonpensionspendinginthe EU countries, mentioned pre viously, car ried out
bytheworking group ofthe EU Economic Policy Com mittee, coordinated by Italian
TreasuryMinistryofficial Vittorio Grilli. ltgoeswithoutsayingthatthiscontribution
was mainly technical.

Italy’s scarce interest in the EU agenda for so cial is sues may be due to the
traditional weaknesses of the Italian political system, which make it difficult to
work out medium- to long- term strate gies. The elec toral system contin uesto re-
ward small parties which represent specific interests — not always reconcilable
with those of the broader pub lic —and the seg men tation within po liti cal group ings
makes it more dif fi cultto de fine me dium- to long- term strate gies for es sen tially re-
distributive policies such asthe ones dis cussed in this article.

Unsettled issues

In this context, numerous fundamental problems of the Italian social protection
systemremain unsolved.” The Italian sys tem still has great dif fi culty in ful fill ing
the three main objectives ofany social protectionsystem: 1)reducingextreme

18 Italian Ministry of Labourand So cial Protection, Rap porto dimonitoraggio sulle politiche oc cu pa zi
on ali e della voro, nos. 1 and 2, Rome, 2000.

19 EuropeanCommission, Joint Em ploy ment Re port 2000, Brus sels, 2000.

20 See T. Boeri, Uno stato aso ci ale (Bari: Laterza, 2000).
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poverty and social exclusion; 2) providing insurance coverage which market
mechanisms cannot of fer against pos si ble events that pro voke a ver tical drop in
income; 3)increasingthebenefitsderivingfrom participationinthelabour market.
Thelatterhasbe comeincreasinglyim portant, givendemo graphictrends:the only
way to avoid a de crease in the number of work ing peo ple in an age ing world is to
increase participation.

As concernsthefirstobjective,thereduction ofextreme pov erty, Italyisthe
EU coun try with the low est trans fers to the poor est 20 per cent of the popu la tion.
Asaconsequence, extreme pov ertyis more extreme than else where, the poor est
30 per cent of the popu lation re ceives just over 10 per cent of so cial trans fers as
compared to the 30 percent EU average. Inthe Neth erlands, Den mark and Swe-
den, social spending leads to an approximate 80 percent reduction in the
incidence of poverty, in the sense that 80 citizens out of 100 with an income 50
percentlessthanaverageincome (thoseconventionally called “poor”withre spect
tothe rest of the popu lation) are brought back above thisthresh old by pub licin ter-
vention. In Italy, only 50 percent of the poor are taken out of poverty. As a
conse quence, the poorinltaly are relatively worse off than else where: the poor est
30 percent of the population receives 12 percent of disposable income as com-
pared to an EU av er age of 16 per cent. Itis true that some meas ures taken in the
last two years (from the RMI to cash benefits for fami lies with three or more chil-
drenunder 18 years of age) are aimed at ad dress ing this situa tion, but these steps
are still timid and insufficient.?!

Withre specttothesecondobjective,reducingine qualityinthe broad sense
(betweenindividuals,withinandacrossgenerations,duringanindividual’swork-
ing life), various studies have assessed the degree of targeting of social
spending, thatis to say, the share of trans fers al lo cated to citi zens in the low est
income brackets. The calculations are rather complex because redistribution
does not take place only through gross so cial spending, but also through taxation
of so cial trans fers and tax de duc tions. All known re search stud ies agree, how-
ever, thatthe targeting of Italian so cial spendingis very low. For every million lire
spent on social poli cies, lit tle more than 250,000 lire reach the citi zens with in-
comes below50 percentofthe average. Thiscanbe explainedtosome extentby
the fact that pub lic pen sions ac count foramuch greater share of so cial spending
thanin other OECD countries, where pension ex penditureistypicallylessre dis-
tributive in its aims than other components of the welfare state. But the low
redistributive capacity ofsocialspendingis notonlythere sult of the make- up of
Italy’s social spending, it also depends on the configuration of the single pro-
grammes. Suffice itto think that 30 per cent of un em ploy ment bene fitsin It aly are

21 Forsomeinitialas sess ments and considerations, see the Rap porto annu ale sulle politiche controla
poverta e I'esclusionesociale pro duced by the Com mis sione diin dag ine sull’es clu sione sociale,
Rome, 2000. For are con struc tion and evalua tion of Ital ian re forms in the nine ties, un der the Euro-
peanconditioning, see M. Ferreraand E. Gualmini,Salvatidal’Europa? (Bolo gna: il Mulino, 1999).
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paid outto per sons with anin come one third higher than av er age, as op posed to an
av er age of lessthan 20 inthe rest of the EU. Atthe same time, Ital ian pen sions have
less of a redistributive capacity than in other European countries. Italy is the EU
country which spends the mostfor pensionsasaproportionofnationalincome;yet,
the pensions reduce income inequality among people over 55 years of age much
less than else where.?? The Giniin dex (ameasure ofincome concentrationwhichin-
creases as inequality in income distribution increases) calculated for over
64- year- olds, drops much less in It aly than in other EU coun tries when the pen sion
is cal cu lated as part of dis pos able in come. For years, Ital ian pub lic pen sions had
perverse redistributive effects, rewarding civil servants and those with higher
wages in the last years of their work ing ca reer, rather than in di vidu als who had had
lower in comes through out their work ing lives.

As for the third objective, to stimulate participation, for years in Italy those
who contin ued to work af ter 55 had, de facto, to pay a tax of 70-80 per cent of their
net work income! This fig ure is ob tained by com par ing the varia tions in the in di-
vidual’'s pension wealth if he or she works one year more with the income
obtainable by continuing to work, after taxes and social contributions. No other
Euro pean country has so strongly dis cour aged peo ple from work ing af ter the age
of 54. Itis no won der, then, that It aly is the OECD coun try with the low est rate of
par tici pationin the work force. Only 57 per cent of peo ple be tween the ages of 15
and 64 have a job or are look ing for one: 43 work ing age Ital ians out ofa 100 (com-
pared to little more than 30 in the Euro pean Union and 22 in the United States) not
only do not work, but are not ac tively look ing for a job.

Conclusions

Achievingtheambitiousobjective ofincreasingthe employ mentrate setdowndur-
ing the Lisbon summit (and further reiterated at the Stockholm summit in March
2001) callsfor sub stantial furtherre form ofthe Italian wel fare system. The system
should be fairer, able to protect many from the risk of un em ploy ment rather than
ac com pany a few out of the work force, and able to pro vide greater in cen tives to
par tici pation, above all on the part of work ers close to re tire ment age. These are
cru cial mat ters that can not be put off any longer. The year 2001 is the year set for
averifi cation of the state of im ple men tation and prog ress of the Dinire form; this
shouldbe consideredanopportunitytoacceleratethisreform,whichwouldother-
wise be enforcedtoogradually.

Can the Euro pean Union help to deal with the prob lem? As men tioned in the
beginning, the European supranational authorities cannot replace national gov-
ernments in this field. Excessiveprotagonism could be counterproductive in that
supranationalauthorities would inany case not be able to take ac count of national
specificities and reform trajectories which cannot but differ from country to
country.

22  See Boeri, Unostatoasociale.
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Nevertheless, Europe can be of help in improving the efficiency, effective-
ness and eq uity of the wel fare sys tems of its mem ber coun tries. Anditcandosoin
essentially three ways. First, by favouringthe exchange ofideasand encouraging
coordinationamong the social policies ofthe mem ber states. To some ex tent, this
is already hap pening; butin stead of tiring mem ber coun tries with long lists of rec-
ommendationsthat grow with everyround (as with the guide lines forcom piling the
National Employment Plans), the EU should insist more on monitoring, assess
ment and benchmarking, thereby stimulating better management of public
resources in the various countries, starting with reform of the administrations
called upontoim ple mentthe actions planned by the national gov ern ment. Pro mo-
tion of greater effectiveness and efficiency of social protection systems against
the back grounds ofageing populationswas officiallyindicatedasapriorityonthe
Euro peanagendabythe Stock holm Euro pean Councilin March 2001 dedi cated to
economic and socialis sues.

Secondly, the EU could provide incentives for the gradual introduction of a
real pan- European sys tem of as sis tance of last re sort, a safety net aimed at pre-
venting forms of extreme poverty, a minimum income for European citizens that
brings the systems that exist in almost all EU countries closer together. Europe
can also press governmentstodecentralisethe manage mentoftransfersabove
this minimum in come, re lying more on the so- called third sec tor atlo cal level and
favouring controls on the willingness to work of those receiving unemployment
bene fits through closer links be tween con tribu tors and spend ing cen tres.

Finally, it can demand greater transparency in financing the welfare state.
Many —too many — Euro pean citi zens do not know how much it costs and, if we are
to go by surveys, over es ti mate the trans fers they canrea sonably ex pect from the
pension system in the years to come. Hence the usefulness of coordinated fore-
casting on pension spending at the European level. The Community should
pres entitselfto Euro pean citizens as a guar an tee of the im proved func tion ing of
their wel fare sys tems, re ward ing those that prove ca pa ble of more ef fec tive man-
agement of social spending. The European Commission has planned to put
forward concrete proposals (by meansofacommunicationscheduledforSeptem-
ber 2001) on cooperation at European level as regards pensions: it can only be
hoped that member states — and above all Italy — will seriously support this
initiative.



